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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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WHEN  YDU  SPEND^lDJlOt 

FOR  A  CAR.  YOU  SHO  JLDIT 

BE  AFRAID  TO  PR  VE  IT. 

Any  man  who  has  traveled  the  highway  to  success  shouldn't  feel  he 
has  to  detour  around  potholes. 

Yet  it  seems  many  big,  expensive  cars  today  are  better  prepared 
for  country  club  driveways  than  city  streets  and  back  roads. 

The  elegant  new  Volvo  264  is  not  your  commonplace  rich 
man's  car.  It  offers  more  than  luxury.  Its  engineered  to  afford 
you  the  privilege  of  abusing  it. 

A  new  front  suspension  combining  springs  and  struts 
absorbs  jolts  and  increases  stability  by  reducing  roll. 
Thousands  upon  thousands  of  spot -welds  (each  one 
strong  enough  to  support  the  entire  weight  of  the  car) 
fuse  body  and  frame  into  one  solid,  silent  unit. 

The  Volvo  264  is  extremely  agile.  A  new  light 
alloy,  fuel-injected  overhead  cam  V-6  cuts  weight. 
(The  264  is  1,100  pounds  lighter  and  almost  a  foot 
shorter  than  the  new  "small"  Cadillac  Seville. 
Not  to  mention  almost  $4,000  smaller  in  price.) 
The  264  GL  is  also  the  most  lavishly  equipped 
Volvo  we  make.  Leather  everywhere  you  sit.  A  heated 

driver's  seat.  Power  front  windows.  Sunroof. 
And  air  conditioning. 

So  if  you're  thinking  about  buying  a 
luxury  car,  give  some  thought  to  the 
Volvo  264. 

You've  worked  hard  to  afford  the  best. 
You  deserve  a  car  tha^  can  take  the  worst. 
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If  the  lion  and  the  lamb 

are  going  to  lie  down  together, 

I  want  to  be  the  lion. 


Dorftyou? 
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NEW  92-PAGE  BOOKLET 
of  our  American  business 
advertisements.  Write  on  your 
letterhead  for  a  free  copy. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices:  11000  Cedar  Avenue.  Cleveland,  Ohio  44106 


The  Warner  &  Swasey  311.  r  IVi  yd. 

excavator  incorporating  the  latest  ideas  in 
variable-flow  hydraulics,  offers  contractors 
improved  productivity  for  a  wide  range  of 
trenching  and  excavating  jobs. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


Avis  Is  8  registered  trademark  of  Avis  Rent  A  Car  System.  Inc. 


"What  do  you  mean  my  car  is  in  a  fiolding  pattern  in  New  Jersey} 


Nice  feeling.  Being  stood  up  by  an  system  in  tfie  business.  To  see  what  make  automobiles,  featuring  those 

automobile.  we  mean,  simply  dial  our  toll-free  engineered  by  Chrysler 

Avis  does  not  want  you  to  go  number,  800-331-1212,  to  make  a  More  importantly,  we're  the  people 

through  this.  speedy  reliable  reservation  for  any-  of  Avis,  trying  harder  and  caring  more. 

That's  why  Avis  now  employs  the  where  in  the  world.  And  part  of  trying  harder  and  caring 

most  advanced  reservation -rental         We're  the  Avis  System,  renting  all  more,  is  being  more  efficient. 
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A  Mote  To  The  Reader 


This  issue  is  built  around  FORBES'  statistical  Yardsticks  of  Management  Performance, 
which  are  specially  designed  to  measure  the  long-range  growth  and  profitability  of  the 
largest  U.S.  companies.  It  took  sales  of  $250  million  to  be  added  to  this  year's  rankings. 

Using  the  FORBES  Yardsticks,  a  total  of  929  companies  are  ranked  two  ways: 

-The  WHO'S  WHERE  RANKINGS,  starting  on  page  43,  rank  all  929  together  by 
profitability,  by  growth  and  by  stock  market  performance. 

—The  INDUSTRY  REPORTS,  starting  on  page  59,  rank  them  by  industry  groups 
against  their  competitors. 

To  locate  a  company's  Yardsticks  statistics,  see  index  on  page  43. 


208     Telephone:  The  First  Hundred  Years.  By  John  Brooks. 

In  this  concluding  section.  Brooks  explains  the  background  and  the  implications 
of  the  Government's  massive  antitrust  suit  against  AT&T. 
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39     Red  Ink,  Black  ink 

With  inflation  still  on  the  loose,  how  can  you  tell  whether  earnings  are  over- 
stated or  understated?  And  by  how  much? 

42  Measuring  Management:  1975 

On    the   FORBES  Yardsticks,   American    management   looked   very   good    in    a 
very  tough  year. 

The  Who^s  Where  Rankings 

43  Where  To  Find  The  Company 

An  alphabetical  indexlo  the  929  companies  covered  in  this  issue,  plus  a  summary 
of  their  FORBES  Yardsticks  rankings. 

154     Who's  Where  In  The  Industry  Groups 

How  30  major  industries  and  80  subgroups  compare  with  each  other  on  the 
FORBES  Yardsticks. 

160     Who's  Where  In  Profitability 

How  the  largest  U.S.  companies  rank  in  return  on  equity  and  return  on  total 
capital. 

-    177     Who's  Where  In  Growth 

How  the  largest  U.S.  companies  stack  up  in  sales  and  earnings-per-share  growth. 

1 86     Who's  Where  In  The  Stock  Market 

How  the  largest  U.S.  companies  have  fared   in   the  stock  market  during  the 
last  five  years. 


The  Industry  Reports 

118     Aerospace  &  Defense 

Budget  cutbacks?  Not  for  the  military  planemakers. 

136     Automotive 

Detroit  took  a  U-turn  in  1975— hopefully  a  turn  for  the  better. 
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Last  year  was  better  than  it  looked;  this  year  could  be  terrific. 
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Homebuilders  have  their  own  private  depression,  heavy  contractors  their  own 

private  boom. 
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Have  spending  habits  changed  temporarily,  or  for  good? 
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1 27     Forest  Products  &  Packaging 

In  paper  or  in  lumber,  he  who  has  the  timber  has  a  big  advantage. 

11     Industrial  Equipment 
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That's  4  trillion  dollars.  Not  millions  or  billions,  but  trillions. 

And  that's  roughly  how  much  capital  American  business  is  going  to  need  between  now  and  1 985* 

That's  how  much  we'll  need  to  spend  during  the  next  decade  to  create  16  million  new  jobs.  To 
modernize  our  farms  and  factories.  To  clean  up  our  environment.  To  produce  all  the  steel,  oil,  natural  gas,  electric 
power  housing  and  transportation  we're  going  to  need.  To  provide  education  and  training  for  our  children. 

It's  a  lot  of  money.  Roughly  a  billion  dollars  every  day;  three  times  as  much  as  business  invested 
during  the  past  decade.  A  great  deal  of  it  will  be  generated  through  corporate  profits  and  personal  savings.  But 
much  of  it  will  have  to  be  raised  through  the  sale  of  corporate  stocks  and  bonds. 

These  securities  will  provide  both  the  financing  needed  by  American  business,  and  a  productive 
investment  vehicle  for  the  savings  of  individual  investors 

At  Dean  Witter  we  have  spent  the  past  decade  preparing  ourselves  for  the  challenge  that  lies 
ahead.  We  haveexpandedournetworkof  branch  offices  to  118  throughout  the  U.S.,  serving  more  than  500,000 
individual  investors.  And  the  chart  shows  our  rather  dramatic  growth  in  the  field  of  corporate  finance. 

Today  in  addition  to  the 
department's  headquarters  office  in  New 
York,  our  corporate  finance  department 
has  fully-staffed  offices  in  San  Francisco, 
Los  Angeles.  Chicago  and  London.  Com- 
bined with  our  7  institutional  trading 
desks  and  our  branch-office  network,  they 
enable  Dean  Witter  to  distribute  issues 
widely  and  quickly 

So  if  your  firm  needs 
to  raise  a  mountain  of  money  in  the  years 
ahead,  we're  ready  to  start  whenever 
you  are. 

*Our  Econofn  cs  Department  projects  a  high  estimate  of  $3  998  tri!- 
yi  and  a  low  estimate  o^  $3  093  trillion  these  include  capital 
-«h  for  Business  Fixed  investment  of  approximately  8  3-84%  and 

*  balance  for  housing  Both  forecasts  assume  an  average  inflation  .       »        >      /-.  i      j 

i'e  of  5  4%  over  the  ten  year  period  Corporate  Finance  Department:  New  York.  San  Francisco,  Los  Angeles.  Chicago,  London. 


Dollar  volume  of  public  ccxporate  offerings  managed  or  co-managed  by  Dean  Witter. 
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For  the  past  30  years,  Emery  has  been  moving  freight  by  air,  bike,  truck  and  every 
other  way  under  the  sun.  Or  moon.  To  practically  any  place  under  the  sun. 

Now,  we're  putting  all  that  air  freight  experience  to  use  in  another  business  as  well. 

Introducing  Emery  s  Air  Charter  Service. 

Anyone  who's  ever  tried  to  move  a  mountain  of  goods  from  one  place  to  another 
knows  what  an  uphill  battle  it  can  be.  First  you  make  a  million  phone  calls  to  find  the  best 
flights  available.  And  they  aren't  always  the  best  flights  available. 

That's  where  Emery  comes  in. 

We're  a  sort  of  central  clearing  house  for  charter  information.  With  an  exclusive 
intemational  communications  system  which  includes  a  worldwide  network  of  offices  plus 
charter  headquarters  in  U.S.A.,  Europe  and  Asia.  So  we  can  put  our  finger  on  every 
available  charter  flight.  Not  just  one  airline's,  every  airline's.  Not  just  where  they  are,  where 
they're  going. 

So  you  can  be  sure  of  getting  a  choice  of  flights  as  well  as  a  choice  flight. 

Furthermore,  since  we  know  who's  coming  and  going,  we  can  often  find  somebody 
going  your  way  and  dovetail  flights,  reducing  empty  time  and  lowering  your  costs.  (You 
won't  have  to  pay  for  the  return  trip.) 

In  addition  to  delivering  all  that,  Emery  will  arrange  the  quickest,  most  economical 
way  to  pick-up,  load,  unload,  warehouse  or  deliver  the  goods.  And  we'll  make  sure  you 
don't  get  grounded  in  customs.  Or  by  paperwork. 

Call  us  soon.  Give  us  the  size  and  weight  of  your  shipment.  You  might  even  be 
surprised  to  learn  that  you  don't  need  a  charter.  Or  that  you  don't  need  as  big  a  plane  as 
you  thought.  Or  as  much  of  the  plane. 

If  you'd  like  more  information  about  our  charter  service  or  if  you're  about  to  charter  a 
flight,  before  you  tear  off  into  the  wild  blue  yonder,  tear  out  this  coupon  and  mail  it  to  us. 

We'd  love  to  show  you  how  we  not  only  move  mountains,  but  make  molehills  out 
ofthemaswell. 
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Mr  Joseph  Cannon,  Manager,  Emery  Air  Charter  Service. 
World  Headquarters,  Wilton,  Connecticut  06897 

Sounds  like  a  service  I  could  profit  from.... 

D  Please  send  me  information  D  Please  contact  me  immediately 
I  export  n  Import  D 

To/from 
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NAME TITLE. 

COMPANY 

ADDRESS 


TELEPHONE  NO. 


EMERf  AIR  CHARTER  SERVICE 

A  new  service  from  Emery  Air  Freight. 
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"Why  Aren't  We  On  The  List?" 

Forbes  is  asked  the  above  question  literally  dozens  of  times 
each  year  after  our  Annual  Report  on  American  Industry 
appears.  Our  answer  in\ariably  is:  Because  you  didn't  meet 
our  size  criteria. 

A  company  must  report  sales  of  at  least  $250  million  for 
its  latest  fiscal  year  to  be  on  the  list.  In  most  cases,  this 
would  be  the  year  ended  Dec.  31,  1974- which  means 
that  companies  that  achieved  the  size  limit  during  1975 
aren't  included.  Of  course,  the  growth,  profitability  and 
stock  market  figures  themselves  run  right  through  most  of 
1975.  But  when  we  compose  our  list  we  do  not  have  any 
final  figures  for  1975,  and  so  we  have  to  build  our  list  on 
the  previous  year's  revenue  figures. 
There  are  a  few  exceptions. 

An  especially  astute  caller  might  shoot  back:  "Yeah,  but 
how  come  you  included  Metromedia  and  Automation  In- 
dustries, both  with  less  than  $250  million  in  sales  in  their 
latest  full  fiscal  year?"  They  are  on  our  Hst  for  special 
reasons.  Metromedia  was  added,  along  with  some  other 
companies,  when  we  began  covering  the  leisure  industry  a 
few  years  ago.  It  didn't  quite  meet  the  size  criteria,  but  it 
was  important  in  its  industry. 

Automation  Industries,  like  a  number  of  others,  was 
added  to  the  list  a  few  years  back  when  the  cutoff  was 
still  only  $200  million.  When  we  raised  the  cutoff  to  $250  million,  we  de- 
cided to  keep  them.  But  these  are  exceptions.  The  basic  ticket  of  admission 
costs  $250  million— period. 

Nor  do  we  drop  companies  whose  sales  have  shrunk  below  the  cutoff  be- 
cause of  a  poor  year.  But  we  do  knock  off  those  whose  sales  have  shrunk 
because  they  divested  or  discontinued  a  major  part  of  their  business.  Na- 
tional City  Lines  was  such  an  example  this  year.  Or  merged  with  another 
company  (Magnavox).  Or  were  consolidated  into  a  parent  company  (Kaiser 
Steel ) .  We  have  also  eliminated  three  companies  this  year  because  of  incom- 
plete financial  data— Mattel,  Cenco  and  Bohack.  Mattel,  for  example,  has 
not  yet  issued  its  1974  annual  report  because  of  an  inquiry  into  its  account- 
ing practices  requested  by  the  Securities  &  Exchange  Commission. 

Thus  we  arrrive  at  a  nice  round  number  like  929.  That's  the  total  for 
this  year,  after  adding  79  companies  that  hit  the  quarter-billion-dollar  mark 
for  the  first  time  and  dropping  nine  others. 

Considering  that  1975  was  the  worst  recession  year  in  four  decades,  our 
writers  and  statisticians  found  many  more  bright  spots  than  expected  as 
they  put  this  issue  together.  Chemical  earnings  were  down,  but  prospects 
were  way  up.  Industrial  equipment  companies,  thanks  to  large  order  back- 
logs, looked  surprisingly  good.  Perhaps  the  biggest  surprise  of  all:  the  gen- 
erally good  performance  of  the  conglomerates.  Even  in  troubled  indus- 
tries, well-run  companies  came  off  looking  well. 

Inflation  wasn't  as  bad  as  1974's  12%,  but  at  8%  it  was  bad  enough. 
Inflation  accounting  has  not  yet  become  a  reality,  but  our  lead  story 
(p.  39)  suggests  some  ways  to  deal  with  this  continuing  problem.  And 
each  page  of  the  Forbes  Yardsticks  rankings  for  growth  and  stock  market 
performance  now  shows  comparable  inflation  rates  against  which  the  com- 
pany figures  may  be  compared. 


The  concluding  section  of  John  Brooks'  book.  Telephone:  The  First  Hun- 
dred Years,  begins  on  page  208.  It  describes  the  backgroimd  and  implica- 
tions of  the  Government's  antitrust  suit  against  AT&T.  ■ 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Senior  Editors:  James  Cook,  Ruth  Gruenberg. 
Robert  J.  Flaherty.  Stephen  Quickel,  Geoffrey 
Smith,  Howard  Rudnitsky,  Frank  Lalli 

Associate    Editors:    William     Reddig.     Clothleid 
*^Spencer 

Staff  Writers:  Paul  Gibson,  Alvin  A.  Butkus. 
Malcolm  S.  Forbes  Jr.,  Subrata  N.  Chakravarty, 
Pavid  L.  Warsh,  John  Dizard 

Reporters:  Lawrence  Minard,  Esther  Dyson, 

Phyllis  Berman 

Assistant  Editor:  Betty  Franklin 

Statistical  Department:  Editor,  Robert  M. 
Sterenson;  Associate  Editor,  Donald  E.  Popp: 
Assistant,  Jerome  Fischer;  Edward  Sakallan, 
Maria  M.  Latorraca,  Ann  Oliver 

Reporter-Researchers:  Margaret  Everett,  Alison 
Stolzman,  James  Dudley,  Breeze  McMennamin, 
Richard  E.  Smith,  Paul  Blustein 

Copy  Department:  Chief,  James  Henderson; 
Dolores    Guilhot,    Alex    Mitchell,    Nanci    Hollas 

West  Coast  Bureau:  Ellen  Melton,  Manager; 
Anthony  Cook,  Jean  A.  Briggs,  Kathleen  K. 
Wiegner 

Washington  Bureau:  Paul  W.  Sturm,  Manager; 
Renata  Jones,  Jon  Kingsdale 

European  Bureau:  James  Flanigan,  Manager; 
Marilyn  Dammerman 

Art  Department:  William  E.  Galbreath,  Assis- 
tant Director;  NikKi  Frost,  Ruth  Rothstein 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper, 
Sidney  B.  Lurie,  Walter  Oechsle,  John  W.  Schuiz 

Director  of  Production:  John  J.  Romeo; 
Assistants,   Robert   M.    Rosengarten,   Edward 
Morgan,  Leonard  L.  SeidI,  Diane  B.  Freeman 

Wire  Room  Manager:  James  Cianelli; 
Assistant,  Vincent  Loccisano;  Arthur  Petz 

Advertising  Production:  Patricia  Deckelnick 

Librarian:  Dolores  A.  Lataniotis; 
Assistant,  Eva  Galgano;  Santiago  Alvarado 


B. 


President  and  Editor-in-Chief:  Malcolm  S.  Forbes 
Publisher:  James  J    Dunn 
Executive  Vice  President:  Leonard  H.  Yablon 
Vice  President  Administration:  Peter  Krers 
Vice  President-Treasurer  Leonard  Greenberg 
Vice  President-Secretary:  Malcolm  S.  Forbes  Jr. 
Controller:  Joel  B.  Redler 

Director  of  Advertising: 

Stephen  G.  Nicoll 

Director  of  Sales  Promotion  and  Research: 
Wm.  Donald  Garson 

Director  of  Circulation: 

James  A.  Haworth 

Director  EDP:  Jerome  Hoffman 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.,  10011. 

Peter  M.  Schoff,  Mgr  . 

Arnold  J.  Prives,  Fin.  Adv.  Mgr., 

George  C   Clissold,  Christopher  C   Forbes, 

Donald  W   MacOonald,  G   Douglas  Kinzel. 

G.  Croft  Henry 

AtlanU:  550  Pharr  Rd   N  E.,  30305, 
Don  L.  Uhlenhopp,  Mgr. 

Chicago:  435  N.  Michiatan  Ave  ,  60611, 

Pichard  W.  Reynolds,  Mgr., 

James  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building, 

44114, 

James  B.  Norton,  Mgr 

Detroit:  2401  West  Big  Beaver  Rd  , 
Trov,  Mich   48084, 
Richard  E.  Forbes,  Mgr 

Los  Angeles:  5900  Wilshire  Blvd  ,  90036 
Robert  L.  Kimmerle,  Mgr. 

San  Francisco:  50  California  St ,  94111 
John  B.  Cunningham,  Mgr. 

Dallas:  2660  LTV  Tower.  75201.  Donald  R.  Brown 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York.  N.Y.  10011 


PAID  CIRCULATION  OVER  640,000 


FOUNDED  1917  BY  B.C.  FORBES  (188ai954) 
FORBES.   JANUARY    1,    1P76 


American  International  Group 

and 
People's  Insurance  Company  of  China 

have  established 
a  business  relationship. 

As  trade  between  our  respective  countries  increases,  a  closer 
business  relationship  on  all  levels  naturally  becomes  necessary  and 
desirable. 

That's  why  we  are  pleased  that  AIG,  the  only  American  in- 
surance group  invited  to  Peking  to  discuss  the  development  of 
insurance  protection,  has  concluded  several  agreements  with  the 
People's  Insurance  Company  of  China. 

If  you  wish  additional  information  about  our  services  and 
programs  for  multinational  companies,  please  write:  Corporate 
Commur)icatior\s  Departmer\t,  American  International  Group, 
102  Maiden  Lane,  New  York,  NY  10005. 


HINDS 


Serving  the  industries  that 
provide  the  world's  growing  needs 
in  energy  safety  and  transportation. 


The  critical  energy  shortage  is  causing  world- 
wide expansion  of  energy-producing  facilities,  and  a 
dramatic  spurt  in  sales  of  related  electrical  safety 
equipment. 

Crouse-Hinds  is  a  leading  manufacturer  of 
energy-  and  safety-oriented  products  such  as  electri- 
cal equipment  for  hazardous  and  adverse  environ- 
ments, and  transportation-oriented  products,  such  as 
airport  lighting  equipment  and  traffic  control 
systems. 

Crouse-Hinds  products  also  play  a  role  in 
helping  to  conserve  energy.  Our  lighting  fixtures 
designed  for  use  with  mercury  vapor  and  high- 
pressure  sodium  lamps  require  less  energy-  than 
incandescent  lamps,  thereby  increasing  energy- 
usage  efficiency. 

Our  biggest  customers  today  are  those  compa- 
nies and  industries  that  are  the  growth  leaders- 
petrochemicals,  coal  mines,  natural  gas,  oil,  food 
processing  and  fertilizers,  not  just  in  America,  but  all 
over  the  world. 

For  more  information  on  how  Crouse-Hinds 
products  are  being  used,  and  how  important  they  are 
to  the  world's  growing  needs,  write  to  Marketing 
Director,  Crouse-Hinds,  Syracuse,  New  York  13201. 


CROUSE-HINDS 


(NYSE,  also  Midwest  and  Pacific  Coast  exchanges.  Code:  CHI) 


It's  true.  You 

can  still  make 

money  here  in 

Mississippi. 

Partly  because 

of  the  favorable 

laws  and  tax 

structure. 

Partly  because 

of  our  "start-up"  training  program 

that  pre-trains  your  labor  force  at  no 

cost  to  you.  Partly  because  of  the 

abundant  raw  materials  and 

transportation. 

But  mostly  because  "profit" 
simply  isn't  a  dirty  word  where  we 
come  from.  Which,  no  doubt,  is  why 
so  many  companies  are  coming  to 
•j^-^»    Mississippi  to 


Time.  The  unhurried  hours  to  enjoy  those 
hard-earned  dollars  you  can  make. 

And  a  rich  variety  of  unspoiled  environ- 
ments in  which  to  enjoy  them.  Forests.  Lakes. 
Ocean  beaches.  National  and  state  historic 
parks.  Cities.  Towns.  Resorts.  And  picture 
postcard  countryside. 

And  those  are  the  real  reasons  people 
in  Mississippi  have  it  made. 

For  more  information  write  for  our  free 
color  brochure. 
It  may  give  you 
second  thoughts 
about  where  to  put 
that  new  plant. 


seek  their 
fortunes. 

But  money  isn't  everything- 
to  coin  a  phrase.  As  anybody 
who  lives  here  will  tell  you, 
Mississippi  also  offers  a  very 
special  kind  of  "workman's 
compensation"  you  just  cant 
find  in  most  places. 


Industrial  Dept./ Mississippi  A  &  I  Board 

P.O.  Box  849,  Jackson,  Mississippi  39205  i 

Along  with  my  Re-Think  Mississippi  button,  please  send  me  in-  | 

formation  on  Industrial  Opportunities  and  Travel  Information.  i 


(: 


^r^ 


Name 


V 


Address 

City 

State  


Zip. 
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Ibday  there's  one  tnick  leasing  outfit  as  solid  as  its  equipment:  S^^ 


Saunders  Leasing  System  is  one  of  the 
nation's  leading  full-service  truck  leasing 
corporations.  Our  customer  list  includes 
hundreds  of  America's  top  firms,  and 
many  have  been  with  us  for  years. 

At  every  Saunders  location,  our  branch 
managers  develop  total  service  programs 
that  are  keyed  to  each  customer's  fleet 
size  and  maintenance  requirements.  By 
knowing  what  we've  had  to  do— and  by 
having  done  it  well  over  the  years— we've 


been  able  to  build  lasting  relationships 
with  our  customers.  This  qualifies  Saun- 
ders as  a  corporation  with  a  stability  un- 
paralleled in  our  industry. 

So  no  matter  what  turn  the  economy 
takes,  Saunders  is  one  leasing  outfit  that's 
moving  in  a  positive  direction. 

Now  if  you're  wondering  why  you 
haven't  seen  too  many  Saunders  trucks, 
there's  a  good  reason.  Most  of  them  are 
leased,  and  painted  with  our  customers* 


names  and  colors  instead  of  our  own. 

Although  recognizing  our  equipment 
is  a  yttle  difficult,  we've  made  it  easy  for 
you  to  find  out  more  about  Saunders.  Just 
pick  up  the  phone  and  call  us  at  National 
Headquarters  in  Birmingham,  Alabama, 
toll-free,  1-800-633-6566.  Leasing  from 
Saunders  can  be  the  most  secure  feeling 
you've  had  in  a  long  time. 

Saunders  Leasing  System,  Inc. 

201  Office  Park  Dnve  Birmingham.  AJa.  33223  •(205i  879-2131 


At  Saunders,  we  know 
what  we'ie  doing. 
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Foreign 

Booty  For  The  Boot 

Despite  kidnappings,  art  thefts  and 
!Conomic  turmoil,  Italy's  treasury  is 
>enefiting  from  lire  brought  in  by  its 
)Ooming  tourist  business.  Foreign 
ravelers  spent  more  than  $1.5  billion 
n  Italy  during  the  first  seven  months 
if  1975— one-third  more  than  was 
)rought  in  during  the  same  period  a 
'ear  earlier,  and  $1  billion  more  than 
talians  spent  touring  abroad.  Where 
taly's  internal  problems  seem  to  be 
aking  their  toll  is  on  its  countrymen's 
'acation  plans:  Italians  spent  42%  less 
noney  in  the  early  months  of  1975 
(utside  Italy  than  they  did  in   1974. 

3low  In  Court 

As  if  Nigeria  hasn't  enough  prob- 
ems  with  the  cement  carriers  jammed 
nto  Lagos  harbor,  a  German  court 
las  frozen  the  assets  of  the  Nigerian 
>entral  Bank,  held  in  a  Deutsche 
Jank  account  in  Frankfurt.  The  mon- 
y— $12  million— will  be  held  until  the 
!]entral  Bank  settles  a  claim  by  a 
jiechtenstein-based  cement  exporter 
vho  wants  demurrage  fees  and  com- 
)ensation  for  his  losses  on  orders 
vhich  Nigeria  canceled.  Had  the 
reeze  taken  place  a  few  days  earlier, 
he  sum  would  have  been  much  big- 
;er,  since  the  Nigerians  had  just  paid 
lut  $23  million  from  the  account.  The 
'Jigerian  government,  arguing  that 
he  assets  of  its  Central  Bank  have 
liplomatic  immunity  from  such  ac- 
ion,  will  probably  appeal. 


Business 

lasy  Does  It 

Could  citrus  and  cotton  growers 
educe  their  heavy  usage  of  pesti- 
cides on  crops  and  increase  their  re- 
urn  per  acre?  That's  the  conclusion 
»f  a  University  of  California  study 
howing  that  growers  who  followed 
«nsultants'  ^-advice  and  used  pesti- 
cides sparingly  recorded  much  better 
)rofits  than  those  who  doused  their 
Tops  with  the  stuff.  For  example, 
)range  growers  were  able  to  use  on 
iverage  less  than  half  the  pesticide 
)er  acre  and  still  earn  substantially 
ligher  net.  Many  growers,  however, 
ire  uncomfortable  with  consultants. 

Relief  At  Last? 

Positive  results  in  the  treatment  of 
)soriasis,  an  unpleasant  though  sel- 
lom  serious  skin  disease  affecting 
\%  of  the  world's  population,  have 
)een  reported  after  months  of  prelim- 


inary tests  at  16  university  medical 
centers.  The  treatment  consists  of  in- 
gesting a  tablet  and,  two  hours  later, 
exposing  the  skin  to  ultraviolet  light 
for  30  minutes  to  an  hour  depending 
on  skin  type.  The  patient  repeats  this 
treatment  three  to  four  times  a  week 
for  the  first  six  weeks;  following  this, 
only  periodic  maintenance  treatments 
are  necessary.  Even  the  chronic  suf- 
ferer is  unlikely  to  need  maintenance 
treatments  more  than  twice  a  month. 
Cleveland's  Blue  Cross,  satisfied  with 
test  results,  includes  the  treatment  as 
an  outpatient  expense  covered  in  most 


of  its  policies.  Patients  who  previous- 
ly were  ashamed  to  be  seen  in  public, 
now  feel  free  to  go  to  the  beach  in  a 
bathing  suit. 

Concrete  Savings 

Concrete  trucks  and  mixers  must 
be  flushed  out  and  washed  down 
promptly  before  the  wet  amalgam 
hardens,  but  the  resulting  waste  wa- 
ter cannot  be  disposed  of  casually: 
One  company  plugged  up  two  miles 
of  sewer  line  when  the  concrete  in 
the  waste  water  soUdified.  The  tra- 
ditional—and  expensive— procedure   is 


The  copymaker 

the  giant  is  trying 

tocopsi 


It's  easy  to  see  why  they're  trying. 
Beccmse  today's  customers  know 
about  the  big  savings  potential 
in  copying  larger  quantities  of 
multi-page  documents. 

So  the  giant  made  a  machine 
for  this  volume  copying  market. 
Because  it  can  copy  first  on  one 
side  of  the  paper  and  then  the 
other,  it  can  save  50%  on  paper. 

Our  AM  4875  "Both  Sides  Now" 
Copymaker  also  saves  50%  on 
ptrper.  Then,  in  addition,  it  saves 
you  50%  on  costly  machine  and 
operator  time.  Because  it's  the 
only  high-volume  plain-paper 
copymaker  that  prints  on  both 
sides  in  one  pass. 


In  the  things  that  really  matter 
— speed,  copy  quality,  dependa- 
bility, job  completion  time,  and 
cost  per  copy,  our  "Both  Sides 
Now"  Copymaker  has  no  equal. 
Try  as  they  may,  no  one  has  yet 
been  able  to  duplicate  the  value 
it  delivers. 

To  see  the  AM  4875  in  action, 
call  your  nearby  Multigraphics 
Sales  Office.  Or  write  Dept.  M, 
1800  W.  Central  Road, 
Mt.  Prospect,  111.  60056.  .^^ 

We  make  you  look  better  on  paper. 

A 

ADDRESSOGRAPH  MULTIGRAPH 

MULTIGRAPHICS  DIVISION 


IT'S  VERY,  VERY  FAST. 


6  HOURS  AT  17.000 

IMPRESSIONS  AN  HOUR 

AND  NO  JAMS  . . . 


THE  OPERATOR  CAN 
HANDLE  ALMOST 

EVERYTHING 
FROM  ONE  SPOT. 


FORBES,   JANUARY    1,    1976 


13 


A  market  is  a  market. 
So  what's  the  difference? 


Every  market  is  a  place  of 
business.  Every  market 
involves  buying  and  selling. 
Every  market  has  something 
to  offer.  But  as  every 
shopper  knows,  every 
market  is  not  the  same. 

There's  the  shopping  center 
supermarket,  for  example.  It 
has  everything.  Then  there's 
the  little  corner  market 
where  the  price  is  sometimes 
higher,  but  at  least  they 
know  your  name.  And  then 
there  are  the  little  out-of-the- 
way  markets  where  you  can 
get  very  special  products  or 
a  very  special  price. 

Our  market  is  called  The 
Chicago  Board  Options 
Exchange.  We're  a  big 
market,  in  fact  the  second 
biggest  market  in  the  country 
in  terms  of  shares  traded. 
We're  also  a  very  special 
market.  Ours  is  the  only 
exchange  in  the  country 
devoted  exclusively  to  options. 


And  we're  different  in  other 
ways,  too.  At  other 
exchanges,  the  specialist, 
the  man  who  executes  limit 
orders  for  the  public,  also 
trades  for  himself.  At  The 
Options  Exchange,  those 


two  jobs  are  handled  by  two 
different  people.  Our  public 
representative,  a  man  we  call 
the  Board  Broker,  only 
executes  orders  for  the 
public.  And  men  we  call 
Market-Makers  can  only 
trade  for  themselves. 

Ours  is  also  the  only  market 
where  public  orders  placed 
on  the  book  have  priority 
over  every  other  order  on 
the  floor. 


And  ours  is  a  uniquely 
competitive  market.  At 
every  other  major  exchange, 
there's  only  one  dealer  in 
each  stock,  the  specialist.  At 
our  exchange  there's  an 
average  of  ten  Market- 
Makers  for  each  stock.  The 
competition  between  these 
Market-Makers  means  a 
better  price  for  you,  the 
investor.  So  when  you  think 
about  the  market,  think 
about  the  ways  markets  are 
different. 

A  market  is  a  market,  but 
they  aren't  all  the  same.  They 
all  have  something  to  offer. 
And  every  shopper  has  a 
choice. 

Find  out  more  about  our 
market  and  about  the  risks 
and  potential  benefits  of 
trading  options.  Call  your 
broker  for  a  prospectus  and 
our  brochure,  or  write  us  at 
LaSalle  and  Jackson, 
Chicago,  Illinois  60604. 


I IIG  ChicagoBoard 

Options 

Exchange 


Rhode  Island  may  now  be 

the  smallest  state 

m  busmess  taxes,toa 


This  report  shows  why 


You  know  this  about  Rhode  Island.  It's  the 
smallest-size  state. 

But  here's  something  you  dont  know 
about  us: 

Of  the  five  most  industrialized  states  in 
the  northeast,  Rhode  Island  may  now  be  the 
smallest-/«jc  state. 


New  Jersey 

149 

Massachusetts 

146 

Connecticut 

12 

8 

• 

New  York 

115 

Rhode  Island 

100 


125 


150 


iiomparison  of  business  taxes  for  a  general 
nanufacturing  company  using  a  tax  ranking  index 
A/ith  Rhode  Island  equal  to  100. 


I  say  "now"  because  of  our  newly  enacted 
tax  incentive  program.  And  I  say  "may  be" 
because  it  depends  on  your  particular  activity, 
as  this  report  shows  you. 

The  report  is  a  comparative  analysis.  It 
takes  three  typical,  model  business  operations: 
general  m^iufacturing;  general  manufacturing, 
medium  R&D;  and  light  manufacturing,  high 
R&D.  It  charts  what  their  relative  tax  situations 
would  be  in  New  Jersey,  Massachusetts, 
Connecticut,  New  York  and  Rhode  Island. 

We're  lowest.  In  every  case. 


The  report  also  gives  you  an  overview  of 
our  new  8-part  tax  program.  It's  a  program  that 
includes  exemptions  from  local  property  taxes. 
One-year  write  offs  on  new  R&D  facilities. 
Investment  tax  credits  on  buildings  and  equip- 
ment. Carrybacks  and  carryforwards  for 
operating  losses. 

All  good,  solid  stuff  to  help  make  your 
bottom  line  a  top  attraction.  Why  not  send 
for  details? 


Philip  W.Noel 

Governor,  State  of  Rhode  Island 


Rhode  Island 

Department  of  Economic  Development 
One  Weybosset  Hill,  Providence,  R.I.  02903 
Attention:  James  O.  Roberson,  Director 


401-277-2601 


Please  tell  me  more  about  Rhode  Island's    D  8-part  tax 
incentive  package    D  Lowest-rate  financing    D  Labor  pools 
and  manpower  training    D  Transportation  and  market 
proximities 

Name 


Title 

Company 

Street 

City 

State 

Zip 

YOU'VE 
ABETTER 
TO  SPEND 
AWAY 


That's  how  good  the  Atlanta 
Hilton  is.  You  won't  find  bet- 
ter facilities  or  nnore  atten- 
tive service  anywhere  else 
in  the  South. 

It  has  7  international  res- 
taurants and  lounges  and 
the  finest  health  club  in  the 
city,  with  tennis,  jogging, 
swimming  and  saunas.  Plus 
a  central  location  and  1 1 50 
covered  parking  spaces.  So 
when  you're  spending  time 
in  Atlanta,  spend  it  right, .. 
at  the  Atlanta  Hilton 


X  The  Atlanta  Hilton 

Opening  January,  1976. 


WE'RE  GROWING  WITH  ENERGY 

as  shown  by  these  excerpts 
from  our  3rd  quarter  report. 


In  August,  A.  T.  Massey  Coal  Company  acquired 
the  remaining  57%  of  the  Peerless  Eagle  Coal 
Company  by  issuing  284,762  shares  of  St.  Joe  stock. 
In  1975,  Peerless  Eagle  is  expected  to  produce  over 
450,000  tons  of  steam  and  metallurgical  grade  coal. 
It  has  minablereservesof  approximately  22  million 
tons. 


St.  Joe's  oil  and  gas  program  continued  success- 
fully during  the  third  quarter.  The  Company 
reported  the  test  results  on  our  first  step-out  well 
on  Block  21/1  in  the  U.K.  sector  of  the  North  Sea. 
This  well  flowed  at  a  combined  rate  in  excess  of 
18,000  bbls.  of  oil  a  day  from  various  intervals  in  a 
total  sand  section  of  over  1,524  feet.  A  third  well 
commenced  drilling  on  September  6,  one  mile  east 
of  our  first  delineation  well,  and  had  reached  a 
depth  of  9,531  feet  by  October  14.  St.  Joe  Petroleum 
is  currently  connecting  to  sales  facilities,  28  gas 
wells  in  southeast  Ohio.  Expected  delivery  of  4 
million  cubic  feet  a  day,  shou^  begin  sometime 
in  the  fourth  quarter. 

Write  to  Dept.  4  for  our  artnual  and  quarterly 


reports. 


ST  jot; 

MINERALS  CORPORATION 


250  Park  Avenue 
New  York,  N.Y. 

10Q17  SJ73.S 
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to  collect  the  eflBuent  in  ponds,  let 
the  concrete  settle  some,  reuse  the 
clear  surface  water  and  haul  away 
the  concrete  slurry.  But  a  Westing- 
house  division  that  makes  prestressed, 
precast  concrete  has  just  installed  a 
system  that  collects  the  waste  water, 
precipitates  out  the  reusable  sand  and 
stone,  and  stores  the  water  and  ce- 
ment powder  in  an  agitator  until 
it  is  returned  to  the  concrete  mix- 
ers as  mix  water.  This  could  make  con- 
crete producers  far  more  welcome 
neighbors,  besides  reducing  their  ma- 
terial costs. 

The  Eternal  Pitchman 

A  West  Coast  outfit  claims  to  have 
combined  "the  wisdom  of  the  East 
with  space  age  electronics."  Their 
product,  a  "Meditation  Kit,"  contains 
solid-state  coherent  hght  for  visual 
concentration,  a  casette  of  "primal 
sounds"  for  background,  imported  in- 
cense for  a  tranquil  atmosphere  and 
complete  instructions.  Along  with  the 
announcement  was  a  picture  of  Bud- 
dha with  a  tape  recorder  on  his  lap 
and  a  ten-day  money-back  guarantee 
hand-signed  by  the  president  of  the 
company.  Any  takers?  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

prii 

It) 

New  Address: 

City 

State 

Zip 
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\bu  ve  invested  a  lot 
in  your  career. 

Invest  80<P  a  week  more. 


Think  of  the  years 
and  the  effort  you've 
spent  to  get  where  you 
are  in  business. 

Now  think  of  where 
you  want  to  be. 

And  now  read  about 
a  way  to  help  you  get 
there:  The  Wall  Street 
Journal. 

The  Journal  is  a  national,  daily  publica- 
tion written  and  edited  for  men  and  women 
in  business  who  want  to  be  more  valuable 
than  they  are  now. 

So  The  Journal  is  filled,  page  after  page 
every  business  day,  with  solid  business  infor- 
mation, gathered  from  all  over  the  world, 
concerning  anything  anywhere  that  may  be 
pertinent,  interesting,  informative  and  useful 
to  business- minded  people.  The  key  word  is 
"useful." 

That's  why  The  Wall  Street  Journal  is 
printed  in  nine  different  plants  across  the 
United  States.  So  that  the  information  in  it 
will  get  into  the  hands  of  Journal  subscribers 


early  enough  each  day  to 
be  used  by  them  that  day 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  80(l:*a  week  will 
get  it  delivered  to  your 
home  or  office.  Fill  out 
,  and  mail  in  the  attached 
— ^  card.  If  someone  else  has 
already  used  the  card,  call 
this  toll-free  number  800-257-0300.  (In  New 
Jersey  call  800-462-2000.)  For  new  subscrip- 
tions only  Take  us  up  on  our  80(t"-a-week  offer, 
for  any  period  from  13  weeks  to  a  year. 

80i  a  week.  After  all  you've  already  in- 
vested in  yourself,   ^^^^ 
it's  very  little.  I     l^^3 

Wall  Stieet 

Journal 

2B590  *Pricc  gtxxl  in  United  States  and  possessions  and  Canada. 
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When  it's  ten  below 
in  Toledo... 


Business 
as  usual 


In  a  paradise  where  the  sun  shines 
every  day,  business  becomes  a 
pleasure.  You  feel  better,  you  do 
better... in  Metro  Phoenix.  And  360 
golfing  days  a  year  is  only  the  half 
of  it.  Metro  Phoenix  has  a  beautiful 
climate  for  business  too: 

•  No  inventory  tcixation 

•  County  industrial  bonding  authority 

•  Very  moderate  corporate  tax  rate 

•  Excellent  air,  truck  and  rail 
transportation 

Small  wonder  Arizona  and  Metro 
Phoenix  rank  at  the  top  of  most 
national  indices  of  economic 
growth.  And  why  so  many  corporate 
heavyweights  are  coming  to  thrive 
in  the  cities  of  the  Valley  of  the  Sun 

I 


IS  growing 
in  Phoenix. 

—  American  Express,  Greyhound. 
Motorola.  Goodyear,  Honeywell. 
Revive  your  spirits.  Consider  the 
sunniest  climate  for  business  in 
America.  Phone  us  or  mail  the 
coupon  for  the  colorful  Metro 
Phoenix  Chambers  of  Commerce 
brochure. 

Metropolitan  Phoenix  Area 
Chambers  of  Commerce 

Chandler  Chamber  of  Commerce  •  Glendale  District 
Chamber  of  Commerce  •  Mesa  Chamber  of  Com- 
merce •  Phoenix  Metropolitan  Chamber  of  Com- 
•nefce  •  Scottsdale  Chamber  of  Commerce  •  Tempe 
Chamber  of  Commerce  •  Wickenburg  Chamber  of 
Commerce 

P.O.  Box  10,  Phoenix,  Arizona  85001 
Phone:(602)2S4-S52l 


NAME_ 


TITLE_ 


FIRM. 


ADDRESS 


-PHONE. 


CITY- 


-STATE_ 


-ZIP- 


Yes!  Iwould  like  more  information.  Send  me  the  colorful  Metro  Phoenix  Chambers  of  Commerce  Bro- 
chure. I  am  particularly  interested  in  the  availability  of: 
Z2  Industrial  sites     D  Office  and  commercial  sites 
n  Warehousing/Distribution  sites     D  Industrial  bonding 

n  Other: — ___ 

OtH.  FO-l, 


Readers  Say 


Ignoring  The  Crisis 

Sir:  Your  story  on  coal  (Dec.  15) 
points  out  that  our  production  i.s  lag- 
ging. Our  building  of  nuclear  facili- 
ties is  lagging  too.  And  Congress 
wants  to  roll  back  the  price  of  do- 
mestic oil.  We're  treating  the  eiu  rgy 
crisis  like  Britain  and  France  treated 
the  Nazi  threat,  hoping  that  if  you 
ignore  it,  it  will  go  away.  It  won't  and 
the  price  we'll  pay  will  be  dear. 

—Philip  Freeuman 
New  York,  X.Y. 

They  Did  Not  Know 

Sir:  In  "The  Lawyers  vs.  The  .\c"- 
countants"  (The  Numbers  Game, 
Dec.  1 )  you  cite  Boise  as  an  exam- 
ple of  a  company  which  did  not  dis- 
close a  serious  potential  liabilit\  it 
"must  have  known"  existed.  Boise  did 
not  have  advance  knowledge  of  the 
California  Attorney  General's  suit  al- 
leging improper  practices  in  the  .sale 
of  recreational  land;  the  number  of 
complaint  letters  from  purchasers  of 
recreational  land  was  not  high  prior 
to  the  suit,  and  the  state  had  not  pre- 
viously filed  similar  suits  against  other 
land  developers. 

—John  E.  Clute 

Senior  Vice  President  and 

General  Coun.sel. 

Boise  Cascade  Corp. 

Boise,  Idaho 

Trying  To  Improve 

Sir:  Re  your  article  on  me,  "With  A 
(Mischievous)  Twinkle"  {Dec.  1). 
There  are  a  lot  of  people  around  here 
who  would  sort  of  like  to  slit  yoiu' 
throat.  Although  I  can't  say  I  am  one 
of  them.  In  fact,  I  always  knew  I  was 
unreasonable  and  I've  been  trying  to 
improve  my  dispK)sition  for  many  years. 
By  the  way,  I  received  a  nice  letter 
from  the  chairman  of  the  First  Nation- 
al Boston  Corp.  inviting  inc  to  lunch 
"with  one  or  two  of  our  directors." 

—Bernard  P.  McDonoi  ca 

McDonough  Co.. 

Parkersburg,  W.Va. 

Reagan  Not  A  Spendthrift 

Sir:  In  "Politics  Of  Austerity" 
(Nov.  15)  you  say  that  during  his 
eight-year  term  as  governor,  Ronald 
Reagan  "doubled  the  [state]  btidgct 
and  ballooned  the  per-capita  tax  load 
from  $426  a  year  to  $768.  So  much 
for  Reagan's  trimming  and  cutting." 
In  addition  to  inflation  and  the  fact 
that  California  continued  to  be  a 
growth  state  during  those  years,  ma- 
jor factors  in  the  state's  increased 
budget  were  direct  tax  relief  ($5.7 
billion)   and  the  slate's  assumption  of 
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In  any  organization,  different 
people  have  different  dictation 
needs.  So  when  your  executives 
and  supervisors  have  heavy 
dictation  workloads,  it  makes 
sense  to  equip  them  with  their 
own  personal  Norelco  desktop 
"idea  machines'.'  Choose  the 
Norelco  98  Executive  or  the  new 
Norelco  97.  They're  efficient, 
easy  to  operate,  with  built-in 
Norelco  quality  and  reliability. 


Designed  to  increase  the  flow  of 
productive  ideas  and  written 
communications.  And  because 
they  record  on  the  Norelco 
"idea  capsule*','  they're 
compatible  with  the  entire 
Norelco  "idea  machine®"  system. 
See  for  yourself  why  more 
Norelco  dictating  machines  are 
sold  than  any  other  brand. 
Call  your  local  Norelco  dealer, 
or  mail  the  coupon.  Today. 


\^ore/i 


Norelco . . .  Quality  and  Reliability 


oreico 


F- 176-97/98 


Philips  Business  Systems,  Inc. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 
175  Froehlich  Farm  Boulevard. 
Woodbury.  New  York  11797 

D  SerKJ  me  complete  information. 
D  Call  me  for  an  appointment. 


Name- 


-Title- 


Organjzation. 


Address. 


City/Slate- 


-Zip- 


01976.  Philips  Business  Systems.  Inc. 


Readers  Say 


a  much  larger  share  of  the  support 
of  puWie  education.  In  addition,  state 
aid  increased  significantly  in  the  areas 
of  mental  health,  alcohol  and  drug 
abuse  and  adult  and  juvenile  reha- 
bilitation. Unlike  his  predecessor, 
Governor  Reagan  balanced  the  bud- 
get and  left  a  surplus  of  nearly  $400 
million.  The  number  of  state  em- 
ployees remained  virtually  the  same, 
and  moreover  Mr.  Reagan's  compre- 


hensive welfare  reform  program  re- 
duced the  rolls  by  300,000. 

—Peter  D.  Hannaford 

Director  of  Research, 

Ronald  Reagan  Hdqtrs. 

Los  Angeles,  Calif. 

Better  Facilities 

Sir:  In  your  comments  on  bucket 
seats  {Fact  6-  Comment,  Dec.  1), 
you  say  that  "They  made  it  impossi- 
h\e  to  sit  three  in  the  front  seat,  or 
for  two  to  make  out."  Our  generation 
may  have  needed  help  from  our  own 


Sogo  Shosha: 

An  old^  old  business  concept  ideal  for 
today's  new  economic  climate. 

The  international  experience  and  facilities  of  most  American 
companies  is  limited.  Nissho-lwai,  one  of  the  world's  largest 
"sogo  shosha"  or  general  trading  companies,  is  deeply  and 
continuously  committed  to  global  trade.  Through  our  1 50 
Instantaneously  interconnected  offices  throughout  the  world, 
we  have  the  ability  to  do  business  with  anyone,  anytime, 
anywhere  on  earth.  In  fact,  last  year  we  assisted  American 
businesses  in  over  $3  billion  in  foreign  trade. 

If  your  need  is  exploring  or  inventing,  creating  or 
processing,  buying  or  selling,  financing,  transporting, 
storing,  converting,  constructing,  importing  or  exporting,  we 
can  aid  you  in  any  and  every  step  of  the  way. 


Write  today  for  literature  describing  our  services 


Nlssho-lwal 

American 

Corporation 

Rcx^efeller  Center 

1211  Avenue  of  the  Americas 

New  York,  NY  10036 

Offices  in  Anchorage/Atlanta/Cfiicago/Detroit/Houston/ 
Los  Angeles/Portland/San  Francisco/Seattle/St  Louis 
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or  daddies'  front  seats,  but  I  get  the 
impression  that  the  younger  genera- 
tion has  better  facilities  available. 

—Charles  I.  Odell 
Chicago  Heights,  111. 

HHH  And  Pensions 

Sir:  Senator  Humphrey  was  quoted 
as  saying  {Fact  ir  Comment,  Nov. 
15),  ".  .  .  we  had  serious  problems 
here  just  a  couple  of  years  back  con- 
cerning companies  who  sold  out- 
merged— and  had  no  pension  rights 
for  their  workers.  A  tragic  example 
was  the  Minneapolis-Moline  Co.  when 
it  was  merged  with  White  Motor. 
Better  than  2,000  workers  were  laid 
oflF  and  lost  every  dime  of  their  pen- 
sion." Minneapolis-Moline  did  have 
pension  rights  for  its  workers  and 
those  rights  were  strengthened 
through  merger.  The  merger  per  se 
did  not  result  in  layoffs.  A  far  lesser 
number  than  2,000  union  workers 
were  involved,  even  counting  those 
already  retired.  No  one  who  had  a 
vested  right  in  the  plan  lost  "every 
dime"  of  his  pension. 

— H.  Herbert  Phillips 

Vice  President, 

Personnel  and  Industrial  Relations, 

White  Motor  Corp. 

Cleveland,  Ohio 

Sir:  MSF's  pal  Hubert  Humphrey 
has  the  worst  voting  record  in  the 
past  20  years.  His  social  conscience 
has  helped  create  terrible  budget  def- 
icits and  rampant  inflation.  HHH  has 
never  given  a  hoot  about  the  money 
the  middle  class  lives  on. 

-T.F.  Walsh,  D.D.S. 
San  Jose,  Calif. 

No  Such  Power 

Sir:  Your  article  "A  Modest  Pro- 
posal" ( Dec.  1 )  indicates  I  used  the 
verb  "let"  as  in  "let  people  starve  to 
death"  and  "letting  people  die."  That 
verb  implies  that  we  have  the  power 
if  we  choose  to  use  it  to  prevent 
deaths.  Unfortunately  we  no  longer 
have  that  power.  Your  article  also 
suggests  that  I  would  eliminate  aid 
to  the  developing  world.  I  urge  giving 
assistance  only  to  countries  demon- 
strating a  desire  and  ability  to  lower 
significantly  their  population  growth. 
—William  Paddock 
Miami,  Fla. 

Number  One 

Sir:  In  your  article  concerning  sti- 
permarket  sales  of  frozen  pizza  in  the 
U.S.  (Not).  15),  you  state  that  Jenos 
ranks  second  with  a  $70-milli()n  vol- 
ume while  listing  another  company 
that  sells  in  a  completely  different 
manner  as  No.  One.  According  to  Sell- 
ing Areas  Marketing,  Inc.  (SAMI)  re- 
ports,  Jeno's    is    the    No.    One   brand 

FORBES,   JANUARY    1,    1976 


h 


As  long  as  Firestone 
keeps  thinking  about  people, 

[people  vnW 
keep  thinking  about  Firestone. 


Our  Foam  Products  Company  has 
been  helping  America  find  a  soft 
place  to  sit  down  since  the  1930's. 


The  resin  for 
handsome  vinyl 
covering  is 
just  one  way 
Firestone 
Plastics 
Company 
can  bring 
beauty  into 
your  home. 


Even  the  youngest  generation 

isn't  far  from  our  thoughts. 

The  GM  Infant  Love  Seat, 

for  the  car,  comes  from  our 

Hamill  Manufacturing 

Company  Division. 


We're  also 
helping  put  a  little 
extra  spring  in  your 
step,  with  rubber  or  vinyl  latex 
foam  carpet  backing,  and  with  urethane 
foam  carpet  underlay  from  Firestone. 


For  a  copy  of  our  annual  report,  write  to  Firestone,  Dept.  A,  1200  Firestone  Parkway,  Akron,  Ohio  44317. 
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U  S  Steel  boosts  production  of  high  quality  steel  sheet  with  an  84-inch 
computerized  cold  reduction  mill  designed  and  built  by  E   W  Bliss,  an 
operating  unit  of  the  General  Industrial  Group  -  Gulf  •  Western 
Manufacturing  Company 


Commonwealth  Edison  Company  planned  and  built  one  of  the  world  s 
largest  commercial  nuclear  power  stations  using  critical  piping  and  com 
ponents  produced  by  Taylor  Forge  a  ma|or  operating  unit  of  the  Energy 
Products  Group -Gulf   Western  Manufaclunng  Company 


IITTT. 
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Seaboard  World  Airlines  loads  its  747  Containership'  quickly  and'e^sily, 
using  an  Ottawa"  Commando"  spotting  tractor  manufactured  by  Young 
Ottawa,  Inc  ,  an  operating  unit  of  the  Bohn  Group  -Gulf  'Western 
Manufacturing  Company 


Brazil  controls  traffic  on  its  new  Rio  de  Janoiro  Nil«»roi  t)riil()i'  witfi  a 
computon/ed  tiaffic  control  system  designttil  and  t)uilt  tiy  I  .u|U'  Sign. 
operating  unit  of  the  Systems  Group     Gulf    Wt'stern  M.inul.i.  luiing 
Company 


lompanies  making  adequate 

}rof its  on  competitively-priced 

)roducts  and  services  today, 

:an  afford  the  additional 

nvestment  to  be 

nore  competitive  tomorrow. 

/Ve  believe  it.We  do  it. 

/Ve're  Gulf +Western  Manufacturing, 
me  of  Gulf +Western  Industries' 
line  operating  groups. 


Gulf '  Western 
Manufacturing  Company 
Sales,  1971-1975 
($  in  millions) 


Gulf  1^  Western 
Manufacturing  Company 
Operating  Income,  1971-1975 
($  in  millions) 
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Vrite  for  our  new  brochure. 


Gulf  f  Western 
Manufacturing  Company 

23100  Providence  Dr   P  O   Box  999 
Southifield.  Ml  48075 


R^-5^ 

'*t    iJK^2^^                                                               ^  ^^    'm 

"I  was  wondering  if  I  could  possibly  borrow  a  cup 
oU()hnnieVwtl<er  Black  Label!' 


12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND 


B  BY  SOMERSET  IMPORTERS.  LTD..  N.Y  .  H.\ 
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nationally  and  has  consistenly  led 
the  field  for  more  than  three  years. 
Any  measurements  other  than  SAMI 
reports  are  self-ser\ing. 

— Jeno  F.  Paulucci 

Chairman, 

Jeno's,  Inc. 

Duluth,  Minn. 

Banning  Hang-Gliders 

Sir:  Re  "Parks  Are  For  Trees,  Birds, 
Bees-And  People,  Too"  ( Fact  b-  Com- 
ment, Dec.  1).  MSF  doesn't  mention 
that  the  proposed  ban  on  hang- 
gliders  was  at  Yosemite  National  Park 
-usually  the  heaviest  used  and  one 
3f  the  smaller  parks.  When  I  visit 
there  I  would  prefer  not  to  have  to 
keep  an  extra  eye  skyward  for  MSF 
dropping  on  top  of  me. 

—Robert  Kahn 
Lafayette,  Calif. 

Not  Abrupt 

Sir:  "Brother,  Can  You  Spare  $100 
Million"   {'Nov.  15)   conveys  the  im- 
pression   that    the    Palmer    Organiza- 
:ion  made  a  rather  abrupt  decision  to 
participate  in  Telenet  when  it  states 
:hat  in  August  1974,  we  suddenly  ap- 
proached Messrs.  Levy  and  Roberts. 
3ur  decision  reflected  over  two  years 
jf  study  and  consideration  of  packet 
•witching  technology  and  six  months 
nvolvement  with  Telenet's   proposal. 
—John  A.  Shane 
General  Partner, 
The  Palmer  Organization 
Boston,  Mass. 

Horrendous  Problems 

Sir:  MSF  Jr.'s  "If  We're  To  Have 
\dequate  Housing"  {Other  Com- 
ments, Oct.  15)  was  a  good  state- 
ment. Aside  from  making  a  li\ing  in 
:he  business,  I  really  have  a  personal 
ind  abiding  interest  in  the  housing 
problems  of  our  country.  We'\e  made 
1  lot  of  progress,  but  we  are  still 
Faced  with  horrendous  problems. 

—Oakley  Hunter 

Chairman  and  President, 

Federal  National  Mortgage  Assoc. 

Washington,  D.C. 

What's  A  Taxpayer? 

Sir:  The  argument  that  the  motor- 
ist "pays  \iitually  nothing  to  use  roads 
paid  for  by  the  taxpayer"  {Nov.  15) 
is  ridiculous.  How  does  one  distin- 
guish between  motorist  and  taxpay- 
er? Are  the  Excise  and  sales  taxes  on 
his  \ehicle,  the  fuel  taxes,  the  licens- 
ing and  all  the  other  levies  necessary 
to  its  operation  to  be  regarded  as  "vir- 
tually nothing?"  Nuts! 

— Fran-k  W.  Cantrell 
Little  Rock,  Ark. 


y 

How  Sunbeam  helps  a  space 
project  on  Mars, 
extricates  victims  trapped 
in  a  train  accident, 
and  helps  an  industry 
in  New  Zealand. 

Ihe  module  that  will  determine  if  there  is  life  on  Mars 
was  constructed  in  a  233  degree  F.  sterilization  chamber 
built  by  Sunbeam's  Bally  Case  &  Cooler  subsidiary. 

Our  Hurst  Performance  subsidiary  in  Pennsylvania 
developed  and  built  the  "J^ws  of  Life"  Rescue  Tool 
whose  5,000  pound  force  pries  open  wrecked  vehicles  to 
extricate  trapped  accident  victims. 

Our  Stewart  division  provides  sheep-shearing 
equipment  for  New  Zealand  and  the  world. 

In  twelve  foreign  countries  and  all  over  the  United 
States,  we're  making  and  doing  a  number  of  things 
you  might  not  expect  from  a  manufacturer  of  small 
appliances: 

Supplying  and  outfitting  restaurants  and  bars; 
producing  blankets,  barbecue  grills,  lawnmowers, 
industrial  microwave  ovens,  refrigeration  and  cooler 
systems  (including  refrigerated  buildings),  industrial 
furnaces  (from  tiny  to  huge),  ice-making  machines  for 
hospitals,  liquid  and  air  pollution-control  systems  that 
can  be  hauled  to  plant  sites,  a  cigarette  lighter  that 
draws  its  energy  from  the  sun.  We  even  customize  a 
special  Oldsmobile. 

All  the  places  we're  in,  all  the  things  we  do,  make  us 
an  $852  million  corporation. 

You  thought  of  us  as  one  of  the  world's  largest 
manufacturers  of  small  appliances?  We're  that  too. 

The. 


s. 


(E  SUNBEAM,  JAWS  OF  LIFE 

©  1975  SUNBEAM  CORPORATION 
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lb  those 


tfaey  couldift  afiord 
aXerox  cooier. 


when  Xerox  decided  to  lower 
its  prices,  we  made  a  lot  of  people 
very  happy. 

It  seems  that  many  people  who 
thought  they  couldn't  afford  us 
began  to  think  again. 

But  price  alone  is  no  reason  to 
get  a  Xerox  copier  or  duplicator. 

A  machine  that  never 
gtxnvsold. 

At  Xerox,  we  never  stop  trying 
to  improve  our  machines.  Even 
after  they're  yours. 

In  the  last  two  years  alone,  we 
updated  nearly  200,000  rental 
machines.  At  no  extra  charge. 

That's  why,  with  Xerox,  there's 
no  such  thing  as  last  year's  model. 

People  as  advanced 
as  the  machines. 

Our  sales  reps,  tech  reps  and 
industry  specialists  are  the  best 
trained  and  most  experienced  in 
the  industry. 

Each  year,  some  6,000  of  our 
people  graduate  from  the  Xerox 
International  Training  Center  with 
the  latest  information  on  sales, 
service  and  systems  management. 

And  they  keep  going  to  school 
to  keep  up-to-date. 

So  whether  you're  in  law,  bank- 
ing, government,  transportation, 
or  any  other  business,  our  people 
can  show  you  new  ways  to  manage 
your  paperwork  and  keep  your 
communications  running  smoothly. 


A  lot  of  machines  that 
solve  a  lot  of  problems. 

We  can  offer  you  everything 
from  a  $2.00  a  day  desk  top  copier 
to  the  most  advanced  duplicating 
machine  ever  developed:  the  Xerox 
9200  Duplicating  System. 

And  in  between,  we  have 
portable  copiers,  color  copiers, 
large  document  copiers,  reduction 
duplicators,  computer  form 
printers  and  microfilm  printers; 
some  20  different  kinds  of  machines 
that  can  handle  virtually  any  kind 
of  job  you  can  hand  them. 

Y>u  can  rent  it  or  you 
can  own  it. 

We'll  lease  you  one  of  our 
copiers  or  duplicators  for  as  short  as 
30  days  or  as  long  as  12  months. 
(There's  a  discount  on  annual 
contracts.) 

Or  we'll  sell  you  one  of  our 
machines  outright  and  include  a 
service  contract  if  you  wish. 

All  this  and  less. 

Business  does  not  live  by  price 
alone. 

But  when  you  consider  all  the 
things  Xerox  offers,  and  that  you 
can  now  get  them  for  less,  a  lower 
price  can't  hurt. 

XEROX 

XEROX,  and  920O.are  tridenurks  of  XEROX  CORPORATION 


Profits 
Are  For 
People... 


As  essential  as  profits  are  to  the  survival  of  our  way  of  life,  I  know 
of  few  subjects  so  universally  misunderstood.  And  a  recent 
nationwide  survey  indicated  that  m^sconceptions  about  profits 
are  increasing.  Obviously,  business  is  not  getting  the  message 
through.  The  time  is  long  overdue  for  some  old-fashioned 
plain  talk. 

By  putting  profits  to  work,  companies  build  new  factories, 
modernize  existing  facilities,  enable  Americans  to  compete  with 
manufacturers  abroad  and— most  critical— create  jobs  for  our 
people  and  opportunities  for  future  generations.  The  company 
that  doesn't  make  a  consistent  profit  year  in  and  year  out  withers 
and  disappears,  and  so  do  the  jobs  of  its  employees. 

Most  experts  agree  that  our  economy  will  need  at  least  $4 
trillion  in  new  capital  during  the  next  10  years.  Unless  we  plan 
to  convert  to  socialism— and  we  certainly  don't  want  to  do  that— 
a  good  part  of  it  will  have  to  come  from  corporate  profits.  Yet, 
contrary  to  what  most  Americans  think,  corporate  profits 
have  been  shrinking.  Today,  the  rate  of  profit  by  U.S.  corpora- 
tions is  about  5%  on  sales,  less  than  it  was  a  decade  ago.  If 
profitability  continues  to  shrink,  we  can  look  forward  to  an  era 
of  diminished  economic  growth  and  fewer  jobs. 

And  when  there  is  less  profit  to  tax,  our  federal,  state  and  local 
governments  cannot  obtain  the  revenues  needed  to  carry  out 
public  programs,  and  the  goals  we  have  set  for  our  society  will 
be  seriously  threatened. 

Our  company— Allied  Chemical— is  a  good  example  of  profits  at 
work.  From  1970  to  1974,  we  earned  net  profits  of  $436  million 
and  plowed  back  $258  million  into  business  expansion  and 
job-creating  activities.  That's  about  620  of  every  dollar  we  earn. 
But  this  creative  reinvestment  of  profits  is  only  part  of  the  story. 
Businesses  that  are  profitable  provide  much  of  the  support  for 
public  spending.  During  this  same  period,  our  company  paid 
more  than  $382  million  in  taxes.    Our  employees  paid 
taxes  from  their  wages,  and  our  stockholders  paid  taxes  on 
their  dividends.  So,  profits  are  continually  recycled  for 
everyone's  benefit. 

During  the  next  few  months  we  will  be  talking  publicly  about 
corporate  profits  because  we  are  convinced  that  an  under- 
standing of  this  subject  by  our  people  is  vital  to  protect  America's 
quality  of  life.  We  invite  you  to  read  these  messages  and  to 
let  us  know  how  you  feel  about  our  viewpoint. 
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John  T.  Connor 
Chairman 
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'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


FIRST,   A   SELF-ADMINISTERED  PAT  ON  THE  BACK 

It's   not  often   that  forecasters'  forecasts   bear  repeat-      miss  this  opportunity  to  repeat  what  was  liere  writ  just 
ing  a  year  later.  Including,  often,  ours.  But  I  ain't  gonna       one  year  ago— 


FEARLESS  FORBES  FORECASTS  A  GOOD  END  TO   1975 


There  are  those  who  might  spell  fearless  in  this  case 
f-o-o-l-i-s-h,  but  I  think  1975  can,  will  end  upbeat,  Up. 

It's  beginning  not  merely  bleak  but  more  near- 
ly black:  cascading  unemployment;  cowering  consiuners; 
contraction  of  industrial  spending;  many  Western  pow- 
ers headed  toward  bankrupty,  led  by  Italy  and  En- 
gland; U.S.  federal  budget  headed  toward  perhaps  the 
largest    deficit    in    history;    an    incomprehensible    U.S. 


trade  deficit— almost  totally  tied  to  the  cost  of  oil  imports. 

Combine  all  that  with  the  fact  that  recession 
is  a  self-feeder,  that  as  things  get  worse  corporate 
and  individual  survival  efl^orts  at  expense-cutting  make 
things  ever  worse. 

So  how  can  anyone  foresee,  see  a  silver  lining? 

I  can  .  .  .  much  of  what's  black  now  will  be  transmuted 
to  some  silver  before  year's  end. 


And,  So  !\ou  What? 

THIS  YEAR   OF  '76  WILL  BE  A  GOOD  ONE 


Builders,  automakers,  real  estaters,  steelers,  lumberers, 
bankers  and  all  the  many  intimately  interrelated  might 
rightfully  right  now  doubt  it. 

From  Western  Europe  to  Down  Under,  from  Japan  to 
Africa,  recession  piles  up  unemployment,  debt  and  doubt. 
A  listing  of  the  depressants,  actual  and  potential,  here 
and  everywhere,  would  probably  be  as  endlessly  long  as  a 
list  of  federal  agencies  (maybe  not  quite  that  long). 

But  the*  direful  and  the  dour  can  be  less  so  with  each 
passing  month  of  this  new  year. 

Most  businesses  are  better.  Retail  sales  are  improving, 
apparel  and  soft  goods  moving  again  after  a  long  slough. 
Payrolls,  income,  stocks,  savings  and  even  real  GNP  are 


all  up.  Computer  readouts  of  consumer  confidence  show 
some  increasing  cheerfulness. 

Interest  rates  are  down.  And,  most  importantly,  so's 
the  rate  of  inflation,  which  certainly  will  not  get  back  to 
double  digit  this  year— nor  next,  for  that  matter. 

All  these  good  things  will,  bit  by  bit,  be  happily  reflected 
in  increasing  housing  starts,  car  sales  and  dusted-ofF  cor- 
porate capital  spending. 

The  economy's  resurgence  will  be  st  'ady  rather  than 
spectacular. 

And  it  should  sur\ive  the  Presidential  election  no 
matter  which  ho-hum  Hopeful  emerges  as  Number  One 
Target  for  bullets  from  Crazies. 


On  the  one  flank,  Turkey  and  Greece  have  turned 
from  NATO  anchors  to  millstones,  and  on  the  other  flank, 
Portugal's  about  to.  In  the  middle,  France  long  ago  took 
herself  out.  And  the  other  European  members  contribute 
ever  less  of  what  was  always  too  little. 


NATO'S  NOW  THE  NAKED   KING 

What's  left  of  the  NATO  shield  can't  even  shield  its 
nakedness  from  wishful  thinkers  in  militarily  mightless 
Western  Europe.  NATO's  now  little  more  than  a  Forensic 
Force,  its  members'  survival  near  totally  dependent  on 
the  military  nuclear  capability  of  the  United  States. 
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TWO  U.S.   ADVERTISING  VIEWS  OF  THE  JAPANESE 


AyteeohAjnouaar 
oofpamnon  velybig 
S475  muuon  dOLft 
Make  irun^for 
spona.  Machine* 
mat  son.  Hav«  30 
dvttton*  you  know 


ATII 


As  several  readers  have 
suggested,  this  ATO  ad 
(Forbes,  Nov.  1.  1975)  "has 
to  be  in  the  absolute  nadir 
of  taste." 

Contrast  it  with  Citibank's 
Japanese  scene.  Here  an  ex- 
citing photograph  and  de- 
scription of  the  machine's  im- 
pressive pxirpose  portray  with 
clarity  Citibank's  worldwide 
financing  capability. 


TURN  OF  THE  TABLES  AT  THE  UN 


It  was  not  that  many  years  ago,  and  for  many  years 
before,  that  the  United  States  inveighed  and  inveigled 
against  the  oft-exercised  Russian  veto  power  in  the  Se- 
curity Council.  Time  and  again  U.S. -backed  causes, 
passed  by  considerable  Assembly  majorities  and  favored 
by  all  but  the  Soviets,  got  the  nyet  and  thus  ended. 

What  a  difference  the  last  few  years  have  made. 

Now,  with  143  member  nations  as  against  51  mem- 
ber nations  at  its  founding,  the  UN  General  Assembly 
constantly  passes  such  travesties  as  the  resolution  brand- 


ing Zionism  as  racism,  and  other  resolutions  hostile  to  or 
opposed  by  the  United  States.  Now,  ever  increasingly, 
loe  have  to  rely  on  the  Security  Council  veto. 

But,  for  the  first  time  in  a  very  long  time,  U.S.-UNers 
are  not  diplomatically  rolling  over  or  merely  rolling  out 
sonorous  platitudes  when  rapped  in  the  snoot  by  the 
U.S.-baiters  from  the  Third  World,  the  Red  World  and/ 
or  the  Oil  World.  Ambassador  Moynihan  speaks  our  piece. 

Some  harm  may  come  of  it,  but  more  good  is  more 
likely. 


The  Cow  and  I: 

RESTORING  FAITH  IN  THE  HEALERS 


The  medical  profession  has 
been  knocked  about  plenty  of 
late  and  doctors'  public  esteem 
has  declined,  albeit  nowhere  near 
as  much  yet  as  that  of  lawyers, 
businessmen  and  pohticos.  But 
here's  a  tale  to  up  the  doctors' 
image  a  notch  or  two. 

Not  long  ago,  bounding  along 
a  trafficless  scenic  avenue  in  Morocco  with  son  Robert,  a 
fellow  motorcycling  enthusiast,  my  Honda  and  I  were  sent 
sprawling  in  different  directions  by  a  cow  that  emerged  from 
the  shadows  with  total  indifference  to  the  rules  of  the  road. 

Among  an  assortment  of  minor  disfigurements  was  a  torn 
lip  and  a  finger  a  bit  misshapen.  (The  cow  quickly  re- 
covered and  walked  off. )  A  fine  doctor  cleaned,  sewed  and 
bandaged.  Returning  home,  I  consulted  a  specialist  for 
the  finger  and  the  stitched  lip.  The  X  ray  showed  a  frac- 


ture, and  guess  what  he  said  about  it— 
"You    already    have    near-full    use    of 
the   finger  and  you're  lucky.    If  it  had 
been  x-rayed  then  and  the  break 
spotted,  they'd  have  splinted  and 
'fixed'  it  so   that   quite   probabl> 
you'd  have  greater  problems  re- 
gaining   its    use    than    you    now 
do.    Just    leave    the    finger    as   is 
and,   aside   from   the   slight   lean 
that  doesn't  affect  its  use,  >ou'lI 
be  as  well  off  as  possible." 
And  about  the  gash  'twixt  lip  and  nose? 
"Forget  it  for  at  least  six  months,  and  by  then  probably 
no  one  will  even  notice  it." 

Now  how's  that  for  making  little  things  out  of  litllr 
things,  making  sense  instead  of  money?  Bolsters  one's  faitli 
in  Medical  Men,  doesn't  it? 


i 
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PERSONAL  &  CONFIDENTIAL" 


Letters  so  marked,  should  be. 

Many  executives  to  whom  they  are  addressed  open  such 
themselves— after  all,  they  might  be  from  an  old  girl  friend 

AT  THE  HEART 

of  any  good  business  is  a  CEO  with  one. 
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or  contain   stuff  as  might   make   sa\\y   secretaries   sassy. 
When  the  contents  are  only  printed  matter,  though,  tin- 
minifrauder  succeeds  only  in  selling  ill  will  and  ire. 

A  WINNER 

must  first  know  what  losing's  like. 

-Malcolm  S.  Forbes. 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  nitj  wind— M.S. F 


Goring  Whose  Ox? 

John  Copeland,  president  of  Es- 
mark  Inc.'s  Swift  Fresh  Meat  Co.  divi- 
sion, one  of  the  nation's  largest  cattle 
slaughterers,  thinks  of  himself  as  po- 
litically conserx'ative.  So  he  generally 
applauds  President  Ford's  efforts  to 
get  government  regulators  "off  the 
backs"  of  businessmen. 

But  recently  the  Ford  deregulation 
drive  threatened  to  touch  Mr.  Cope- 
land's  company,  and  the  executive 
stopped  applauding  and  started  boo- 
ing. For  Swift  Fresh  Meat  Co.  and 
other  large  meat  packers  actually  want 
more  federal  regulation— they  want  a 
government  requirement  that  packers 
be  bonded  against  financial  loss.  They 
see  it  as  a  way  to  override  a  jumble  of 
state  laws  designed  to  protect  cattle- 
men from  being  stuck  with  worthless 
lOUs  if  a  packer  collapses.  .  .  . 

"Somebody  should  have  explained 
to  the  President  that  regulatory  re- 
form to  too  many  people  means,  'Get 
rid  of  the  regulations  I  don't  like,  but 
keep  the  regulations  I  do  like,' "  says 
an  economist  who  has  worked  on 
Ford  deregulation  proposals. 

—Burt  Schorr  and  Albert  R.  Karr, 
Wall  Street  Journal. 
*     ♦     ■» 

A  House  commerce  subcommittee 
headed  by  Rep.  John  E.  Moss  (Dem., 
Calif.)  has  circulated  a  lengthy  sur- 
vey  to   nine   federal   agencies.    Moss 


wants  detailed  answers  to  96  ques- 
tions, and  he  wants  them  fast.  .  .  .  The 
agencies  are  upset  by  the  trouble  in- 
volved in  digging  out  the  answers.  Se- 
curities &  Exchange  Commission  of- 
ficials complain  that  it's  taking  up 
so  much  time  that  the  commission 
can't  get  on  with  its  own,  more  im- 
portant, work. 

—Business  Week. 

A  Two-Way  Street 

In  a  recent  article  in  Commentary, 
Daniel  Patrick  Moynihan,  the  U.S. 
Ambassador  to  the  United  Nations, 
says  "there  is  a  distinctive  ideology  at 
work  in  the  Third  World,"  and  that 
ideology  is  socialism.  Although  not 
committed  to  our  brand  of  democracy, 
neither  are  these  countries  committed 
—as  yet— to  totalitarianism.  Moynihan 
believes  the  United  States,  now  an 
out-voted  minority,  should  become 
"the  new  society's  loyal  opposition," 
calling  attention  to— among  other 
things— "the  state  of  political  and  civil 
liberties  and  of  the  general  welfare" 
in  these  nations.  A  good  many  Third 
World  countries  would  not  "welcome 
a  sustained  comparison  between  the 
liberties  they  provide  their  own  peo- 
ples with  those  which  are  common 
and  taken  for  granted  in  the  United 
States."  Furthermore,  "The  Third 
World  has  achieved  independence, 
and  it  needs  to  assert  it  in  a  genuine 
manner.  .  .  .  The    Third    World    must 


feed  itself.  .  .  .  and  this  will  jiot  be 
done  by  suggesting  that  Americans 
eat  too  much." 

...  as  Secretary  Kissinger  said  re- 
cently: "We  don't  expect  agreement 
with  all  our  views,  but  neither  can 
we  accept  a  new  version  of  paternal- 
ism, in  which  those  with  obligations 
have  no  rights  and  those  who  claim 
rights  accept  no  obligations. " 

— S.  Dillon  Ripley, 
Smithsonian. 

]\o-^o  to  a  $10-Million  Offer 

I  doubt  that  I  would  do  anything 
different  from  what  I  am  doing  right 
now.  First  of  all,  I  can't  eat  any  more 
than  I  am  right  now.  Second,  I  would 
not  buy  anything  more,  because  I  find 
possessions  a  pain  in  the  ass.  Third,  I 
ha\"e  a  very  good  relationship  with  all 
my  relatives  and  if  I  started  giving 
them  money,  I  know  they  would  hate 
me  in  their  hearts. 

Come  to  think  of  it,  I  am  going 
to  have  to  review  your  kind  offer.  I 
don't  want  it.  It  would  only  screw- 
up  my  life,  which  is  screwed  up 
enough  as  it  is. 

—Art  Buchwald, 
quoted  in  Money. 

Better  Cold  Cure? 

The  best  remedy  for  a  cold  is  to  go 
to  bed  with  a  good  book,  or  a  friend 
who's  read  one. 

-Rod  McKuen. 


STRENGTHENING  THE  TWO-PARTY   SYSTEM 

by  M.S.  Forbes  Jr. 


New  Jersey  has  enacted  a  law 
banning  crossover  voting  in  a  pri- 
mary election.  Now  if  a  voter 
wishes  to  switch  party  preference, 
he  must  gi\e  50  days'  notice.  Pre- 
\iously  he  could  make  the  switch 
on  election  day  itself. 

Under  crossover,  or  "open",  vot- 
ing, members  of  one  party  fre- 
quently vote  in  another  party's  pri- 
mary 'to  nominate  the  opposition's 
weakest  candidate.  In  the  1972 
Wisconsin  primary,  for  example, 
substantial  Republican  crossovers 
helped  account  for  the  surprising 
performances  of  George  McGov- 
ern  and  George  Wallace.  Their 
showings  knocked  Edmund  Mus- 
kie  out*  of  the  race  and  weak- 
ened candidate  Hul^ert  Humphrey. 

Such  practices  are  a  per\'ersion 
of  the  democratic  process. 

Party  primaries  shouldn't  be  con- 
fused  with   general   elections.    Re- 


publicans should  nominate  Repub- 
licans; Democrats,  Democrats;  in- 
dependents can  express  their  pref- 
erence in  the  general  election. 
Crossoxer  voting  subverts  one  of 
the  strengths  of  American  politics: 
the  two-party  system. 


«      *      * 


Despite  the  trauma  of  recent 
months.  New  York  City  continues 
to  use  fiscal  gimmicks.  Here's  the 
latest: 

Under  the  most  recent  rescue 
plan,  the  City's  pension  funds  must 
buy  $2.5  billion  of  Municipal  As- 
sistance Corp.  bonds;  Big  Mac 
then  uses  the  cash  to  keep  the 
City  afloat  financially. 

To  raise  such  sums,  the  pen- 
sions are  selling  portions  of  their 
bond  holdings.  Since  many  such 
bonds  have  low-interest  coupons, 
they're  being  sold  below  par  val- 
ue. The  funds  had  listed  the  bonds 


on  their  books  at  face  value;  sell- 
ing the  bonds  means  the  funds 
will  have  a  realized  loss. 

Since  the  new  bonds  will  bear 
higher  interest  rates,  the  pensions 
.should  end  up  netting  more  money 
than  if  they  had  held  on  to  their 
old  securities. 

The  catch?  The  pension  funds  as- 
sume that  their  assets  will  earn  4% 
a  year.  With  the  higher  interest 
rates  of  the  past  decade,  the  funds 
have  done  better  than  that,  so  the 
City  has  made  it  a  practice  to  take 
the  "excess"  above  4%  and  apply 
it  to  current  expenses.  New  York 
plans  to  continue  using  this  "rev- 
enue" source. 

Result:  The  losses  on  those  bond 
sales  will  not  be  repaid.  The  City's 
pension  system,  already  grossly  un- 
derfunded, will  be  out  at  least  an- 
other $200  million  by  the  time  the 
old  bonds  are  sold. 
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How  much  ore  vou 
willing  to  pay  for 
yesterdoyls  mistalfes? 


Many  communities  and  states  are  find- 
ing that  sooner  or  later  they  have  to 
pay  the  piper  for  government  services 
that  were  funded  with  borrowed 
money.  When  that  happens,  industry  is 
required  to  pay  more  and  be  satisfied 
with  less. 

South  Carolina  has  set  priorities 
which  have  allowed  our  state  to  grow 
and  prosper  and  people  to  realize  a 
better  life.  We've  never  had  an  un- 
balanced budget-our  constitution 
prohibits  it- and  we've  never  financed 
day-to-day  government  services  with 
bonds.  The  capital  bonds  we  issue  are 
strictly  AAA. 

Industry  in  South  Carolina  has 
never  faced  a  tax  increase  to 
pay  for  yesterday's  mis 
takes.   Our   manu     


facturers  are  able  to  take  advantage 
of  exceptional  governmental  programs 
such  as  our  technical  education  system 
with  full  confidence  that  they  will  not 
get  a  bill  for  it  years  from  now. 

If  you're  looking  for  a  highly  produc- 
tive and  skilled  work  force,  a  reason- 
able and  sound  government,  equitable 
taxes  and  special  programs  aimed  at 
helping  industry,  then  write  or  call  Milt 
Folds  at  the  South  Carolina  state  De- 
velopment Board.  P.O.  BOX  927.  Suite 
3012.  Columbia.  South  Carolina. Tele- 

^g^  phone  (803)  758-3145. 

Jfr^        ^^  Telex  810- 

y^^i^lgjp^       J^  666-2628. 


South  Carolina 

Where  you  don't  have  to  pay  for  yesterday's  mistakes. 
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ore  fluids  f( 
more  industries 

with  more  pump  specialists 
in  more  parts  of  the  world 
than  any  other  pump  company 
in  the  world. 
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Something  you  might  expect 

from  the  world's  largest  pump  company. 

For  a  descriptive  brochure,  write  Worthington  Pump  Inc.. 
Department  109-62E.  270  Sheffield  Street.  Mountainside.  N.J.  07092 

WORTHINGTON  PUMPl"^"~ 
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From  blast-off  to  heartbeat.  A  measui 


life 
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Gouldls  sensing  technology. 
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The  more  sophisticated  measurement  and 
control  become,  the  more  important  sensing 
devices  are.  Their  ability  to  sense  pressure, 
flow  and  temperature  is  critical. 

Whether  you  call  them  sensors,  trans- 
ducers, transmitters,  pickups  or  gauges, 
they're  all  means  of  converting  physical 
measures  to  electrical  signals.  And  they're 
all  examples  of  Gould's  broad  range  of 
sensing  technology. 

Just  what  the  doctor  ordered. 

Some  of  our  Statham  Instrument  Division 
blood  pressure  transducers  are  so  tiny  they 
can  provide  beat-to-beat  pressure  measure- 
ments from  the  heart  chamber.  Others 
provide  continuous  and  extremely  accurate 
blood  pressure  readings  which  make 
patient  monitoring,  diagnostic,  and  alarm 
systems  possible. 

Fuel  pipes,  oil  pipes,  outer  space 
and  inner  space. 

Gould  sensors  will  meter  the  flow  of  rocket 
fuel  in  the  Space  Shuttle— quite  a  feat 
when  you  consider  that  the  fuel  will  be  at 
temperatures  as  low  as  -450°F. 

A  mile  below  the  ocean's  surface  the 
same  technology  measures  a  different  kind 
of  fuel— oil  from  an  offshore  drilling  rig's 
pipeline.  Gould's  transmitters  measure  this 
pressure  while  withstanding  the  ocean's 
pressure. 

And  if  fast-breeder  nuclear  reactors 
become  a  reality  for  electric  power 
generation,  Gould  is  ready.  Right  now  we're 
making  sensors  for  prototype  models  that 
measure  the  pressure  accurately  in  spite  of 
temperatures  of  1 250°F. 

Our  sensing  technology  can  make 
sense  for  you. 

A  wide  variety  of  sensing  experience  is  one 
of  the  many  ways  our  technology  can 
help  you.  To  find  out  more  about  our 
complete  sensor  capability,  write  Sensing, 
Gould  Inc.,  10  Gould  Center,  Rolling 
Meadows,  Illinois  60008. 
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The  product  development  company 


The  Scene  of  the  Crime  Elame  Finkelstein,  her  new  Ford  Granada  Ghia.  ..and  the  parking  ticket. 


^^My  parking  ticket 
said  Cadillac. 

But  my  car  is  a 
Ford  Granada^i 


Exhibit  A:  The  Ticket. 
"<«  '" '    «1ii  as  }«/  ii , 


t-      3  A>». 


i  ssr^-v/o 


On  October  2,  1975  the  meter  ran  out  on 
Elaine  Finkelstein  of  Manhasset,  New  York: 

"When  1  came  out  of  the  store  and  saw 
the  parking  ticket  on  my  windshield,  I 
thought  Oh  no!  But  when  I  looked  at  the 
ticket... and  it  said  'Cadillac'...!  couldn't 
believe  it!  My  car  is  a  Fbrd  Granada'.' 

A  simple  case  of  mistaken  iuxv-.tity?  Per- 
haps. But  we  suspect  the  Officer's  ticket 
slip-up  could  provide  at  least  one  clue  to 
Granada's  remarkable  popula'.^ty. 

Examine  the  tacts:  A  car  wirli  the  func- 
tional size  and  shape,  the  classic  g:K?d  looks 


Elaine  Finkelstein 
Manhasset.  New  York 


of  the  Mercedes-Benz  280  and  Cadillac 
Seville  — yet  with  a  sticker  price  more 
closely  resembling  a  VW  Rabbit's. 

Incredible.''  One  Granada  test-drive  is  all 
the  proof  most  people  need.  Visit  your 
Fbrd  Dealer.  Find  out  what  Elaine  Finkel- 
stein found  out:  The  closer  you  kx^k.  the 
better  we  look. 

FORD  GRANADA 


FORD  DIVISION 


<5S^1 


Red  Ink,  Black  Ink 

In  th^  inflatronary  Sievenliels,  how  much 
are  qorporate  earnings  ovebtatedt  Or 
are  they,  iniome  cases,  being  understated? 


Inflation  is  one  reason  interest  rates 
are  so  high.  It  is  also  one  reason 
stocks  (relative  to  earnings)  are  so 
low.  Before  investors  will  part  with 
their  money,  they  now  insist  on  a 
return  high  enough  to  compensate 
for  inflation.  This  puts  interest  rates 
up  and  stocks  down. 

Which  brings  us  to  the  subject  of 
this,  Forbes'  28th  Annual  Report  on 
American  Industry:  corporate  perfor- 
mance. For  over  a  quarter  of  a  cen- 
tury now,  Forbes  has  been  measur- 
ing corporate  performance  with  a 
carefully  constructed  set  of  Yard- 
sticks. We  think  the  Yardsticks  are 
as  valid  as  ever  in  comparing  rela- 
tive corporate  performance:  How  did 
Ford  do  in  comparison  with  General 
Motors,  or  Polaroid  in  comparison 
with  Eastman  Kodak?  But  one  thing 
the  Yardsticks  do  not— and  cannot  do 
—is  measure  how  well  a  business  has 
done  in  keeping  ahead  of  inflation. 

In  this  issue  we  have  made  a  mod- 
est start,  however.  Atop  each  page  of 
the  Stock  Market  tables  (pp.  186-206) 
there  appears  a  figure  showing  the 
five-year  ehange  in  the  Consumer 
Price  Index;  it  covers  the  same  period 
as  our  table.  The  five-year  rise  was 
38.2%.  That's  how  much  consumer 
prices  went  up,  or  the  purchasing 
power  of  the  dollar  went  down.  To 
find  out  whether  your  stocks  kept  up 
with  this  inflation,  simply  compare 
the  CPI  figure  with  the  gain  (or  loss) 
from  your  stock.  Any  stock  that  went 
up  38?  or  more  kept  up  with  infla- 
tion. (Unfortunately,  only  184  of  the 
929  companies  we  covered  this  past 
year  did  so. ) 

We  have  included  a  second  infla- 
tion measure  this  year.  On  the  top  of 
rach  page  of  the  Growth   Yardsticks 


(pp.  177-185)  we  show  the  annual  av- 
erage change  in  the  price  deflator  for 
the  gross  national  product  over  the 
past  five  years.  This  figure,  which 
corresponds  to  our  average  annual 
Growth  Yardstick,  is  5.2%.  Did  your 
company  keep  up  with  inflation  in 
sales  growth,  in  earnings  growth? 
For  an  answer,  compare  the  five-year 
figure  for  earnings  growth  with  the 
GNP  Deflator;  if  the  growth  num- 
ber is  higher  than  the  deflator,  then 
your  company  is  staying  ahead  of 
inflation. 

Cash-Poor,  Debt-Rich 

But  these,  of  course,  are  very  rough 
jneasures.  Is  it  possible  to  adjust 
earnings  for  inflation  in  a  more  so- 
phisticated manner?  It  is,  but  there 
are  endless  problems.  Right  now  the 
accountants  are  proposing  that  com- 
panies reveal  a  supplementary  set  of 
price-level-adjusted  results  alongside 
their  historical  cost  results.  The  Se- 
curities &  Exchange  Commission  wants 
companies  to  disclose  the  impact  of 
inflation  on  inventories  and  plant  as- 
sets using  estimated  replacement  costs, 
not  price-level  adjustments. 

But  consider  the  problems— espe- 
cially when  you  recognize  the  impact 
on  assets  as  well  as  on  earnings.  Take 
International  Business  Machines.  IBM 
is  fortunate  to  be  highly  liquid.  For- 
tunate? Ponder  this:  Last  year's  8% 
inflation  reduced  the  theoretical  pur- 
chasing power  of  IBM's  $4-billion 
cash  hoard  by  something  like  $320 
million.  This  theoretical  loss  would 
have  probably  offset  whatever  inter- 
est IBM  earned  on  the  money.  But, 
of  course,  the  "loss"  doesn't  appear 
anywhere  on  IBM's  report.  Should 
it?   Or   shouldn't   it?   Before    you    an- 


swer, remember  this:  Again  in  the- 
ory, the  same  inflation  that  eroded 
IBM's  cash  must  have  enhanced  the 
value  of  IBM's  physical  assets.  Or 
did  it?  You  can  argue  endlessly  about 
this,  too.  Is  a  computer  (or  an 
airplane  or  a  warehouse  full  of  steel 
sheets)  necessarily  worth  more  after 
a  year  of  strong  inflation?  In  prac- 
tice, the  answer  is:  Not  always. 

IBM  is  rich  in  cash  and  low  in  debt. 
From  an  inflation-accounting  point  of 
view,  it  might  fare  better  if  it  were 
the  other  way  around.  There  is  a 
paradox  here  in  that  companies  with 
heavy  debt  loads  can  be  made  to  look 
very  good  under  inflation  accounting 
—they  can  look  good  all  the  way  to 
the  poorhouse.  How  so?  Simple.  A 
dollar  borrowed  in  1970  and  paid  off 
in  1975  would  have  lost  almost  40% 
of  its  purchasing  power.  In  this  sense, 
inflation  is  favorable  to  debtors;  they 
borrow  expensive  dollars  and  pay 
back  cheaper  ones. 

Okay.  So  proper  inflation  account- 
ing can  increase  the  book  value  of  a 
company's  assets  and  reduce  the  ulti- 
mate cost  of  its  debt  But,  remember, 
this  doesn't  necessarily  help  earnings. 
The  higher  the  property  account  goes, 
the  higher  depreciation  charges 
mount.  And  every  dollar  added  to  de- 
preciation takes  at  least  50  cents  (af- 
ter taxes)  out  of  net  earnings. 

Dare  we  mention  inventories  and 
receivables?  Inflation  will,  of  course, 
usually  enhance  the  value  of  inven- 
tories—and require  upward  revision  of 
manufacturing  expenses— but  it  will 
lower  the  value  of  receivables. 

But,  as  we  said,  the  job  has  to  be 
done.  The  SEC  is  demanding  it;  the 
accountants  and  the  companies  are 
working  on  it. 
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Two  accounting  professors,  Sidney 
Davidson  of  the  University  of  Chicago 
and  Roman  L.  Weil  of  Georgia  Tech, 
ha\e  made  detailed,  account-by-ac- 
coimt,  price-level  adjustments  to  the 
1974  earnings  of  nearly  100  large 
companies,  including  the  30  Dow 
Jones  industrials.  Davidson  and  Weil 
focused  strictly  on  price-level  adjust- 
ments. These  are  the  most  likely  ones 
to  be  adopted  when  the  CPAs  and 
the  SEC  iron  out  their  differences, 
though  an  SEC  proposal  to  use  actual 
estimated  replacement  costs  to  value 
fixed  assets  and  inventories  is  in  the 
running. 

The  results,  which  were  published 
in  the  September-October  issue  of  the 
Financial  Analysts  Journal,  were  often 
startling  when  the  two  professors  got 
through.  AT&T  wound  up  with  earn- 
ings twice  as  high  as  those  it  reported. 
The  monetary  gain  from  its  big  debt 
load  made  the  difference.  Other  utili- 
ties showed  equally  huge  jumps, 
thanks  to  their  debt.  Even  Consoli- 
dated Edison  came  out  with  earnings 
triple  those  it  reported.  On  the  other 
hand,  du  Pont,  with  a  heavy  invest- 
ment in  inventories  and  plant  and 
equipment,  had  its  earnings  written 
down  by  more  than  half.  And  Gen- 
eral Motors  actually  dropped  into  the 


red  when  the  accountants'  adjust- 
ments were  applied.  In  its  case,  lack 
of  debt  and  large  average  cash  hold- 
ings made  the  diflFerence.  A  highly 
liquid  company  like  Coca-Cola  went 
from  a  small  gain  in  adjusted  earn- 
ings to  a  decline  after  the  impact  on 
its  cash  assets  was  taken  into  account. 

An  Accountant's  Number 

At  first  glance,  the  Davidson-Weil 
calculations  appear  rather  complex. 
But  they  were  done  entirely  from  in- 
formation available  in  company  re- 
ports. Among  their  adjustments  with 
the  most  impact  on  earnings,  all  but 
one  are  within  fairly  easy  grasp  of 
well-informed  investors.  As  for  that 
one  trouble  spot— inventory  expense 
—an  admittedly  crude,  but  nonethe- 
less useful,  way  can  be  fashioned  to 
get  around  it  and  still  come  out  close 
enough  to  the  mark  for  everyday  in- 
vestment purposes. 

The  five  most  important  adjust- 
ments Davidson  and  Weil  make  are: 

1)  Revenues,  which  are  earned 
more  or  less  evenly  throughout  a  com- 
pany's fiscal  year,  must  be  increased 
by  the  average  inflation  rate  pre\  ail- 
ing for  the  year. 

2)  Ditto  for  all  expenses  on  the 
income  statement  except  depreciation 


and  the  cost  of  goods  sold. 

3)  As  for  those  two  exceptions, 
depreciation  must  be  increased  to  re- 
flect price-level  changes  over  the  a\- 
erage  period  depreciable  assets  have 
been  on  a  company's  books,  which 
believe  it  or  not,  can  be  determined 
on  a  reasonably  valid  basis  from  its 
annual  report. 

4)  The  cost  of  goods  sold  must  be 
altered  in  order  to  erase  windfall  in- 
\'entory  profits  arising  from  a  com- 
pany's choice  of  accounting  methods 
-LIFO  (last-in,  first-out),  or  FIFO 
(first-in,  first-out). 

5)  A  company's  gain  or  loss  on 
monetary  items— its  cash,  marketable 
securities,  accounts  receivable  and 
debt— must  be  figured  in. 

Using  a  simplified  version  of  the 
Da\'idson-Weil  methods,  we  show  in 
the  accompanying  article  how  one 
might  adjust  Procter  &  Gamble's  earn- 
ings. As  you  will  see,  the  net  effect 
is  to  reduce  P&G's  reported  net  by 
about  a  fourth.  Is  the  lower  figure  the 
more  accurate  one?  Probably,  but  it 
has  some  serious  flaws. 

The  biggest  flaw,  as  we  see  it,  in 
the  Davidson- Weil  system  is  that  it 
produces  an  accountant's  number, 
not  an  investor's  number.  For  exam- 
ple,   from    an    accountant's    point    of 


Did  P&G  Earn  $4.05  A  Share?  $3.07?  Or  $1.70? 


For  the  sake  of  illustration,  we  have 
adjusted  the  earnings  of  Procter  & 
Gamble  for  its  latest  fiscal  year,  ended 
last  June  30— following  the  Davidson- 
Weil  method  {see  story)  with  some 
simplifications  of  our  own. 

The  first  step,  of  course,  is  to  de- 
termine the  inflation  rate  for  the  June 
30  fiscal  year.  The  more  broadly 
based  Gross  National  Product  Price 
Deflator  is  preferable.  Here  is  how  the 
GNP  Deflator  has  moved  during  the 
last  seven  quarters: 

1974        1975 


1st  Quarter 

163.61 

181.62 

2nd   Quarter 

167.31 

183.88 

3rd    Quarter 

172.07 

186.15 

4th    Quarter 

177.68 

Over  the  course  of  P&G's  fiscal  year, 
the  rise  in  the  GNP  Deflator  was  9.9%, 
which  we  have  rounded  to  10%. 

Adjusting  P&G's  revenues  and  its 
other  expenses  (aside  from  deprecia- 
tion and  cost  of  goods  sold)  is  easy. 
Assuming  that  both  were  spread  even- 
ly over  the  year,  they  are  increased 
by  the  average  inflation  rate— say  5%, 
or  the  full  year's  rate  of  10%  divided 
in  half.  P&G's  revenues  thus  go  from 
$6,114  billion  to  $6,420  billion,  its 
other  expenses  from  $1,353  billion  to 
$1,421  billion   (see  table,  p.  41). 


Arriving  at  the  gain  or  loss  of 
monetary  items  is  not  very  hard  ei- 
ther. First,  average  out  P&G's  mone- 
tary liabilities  for  the  year— that  is, 
its  cuiTent  liabilities  and  long-term 
debt— adding  the  beginning  and  end- 
ing totals,  then  dividing  by  two,  to 
come  up  with  $1,131  billion.  In  the 
same  way,  average  out  its  begiiming 
and  ending  monetary  assets— its  cash, 
marketable  securities  and  accounts 
receivables— to  get  $819  million.  The 
difference  between  the  two  averages 
of  $312  million  represents  P&G's  net 
monetary  liabilities.  Since  inflation 
now  enables  P&G  to  pay  off  this 
net  debt  in  10%  cheaper  dollars,  the 
company  had  a  $31-million  gain  on 
monetary  items  (10%  of  $312  million) 
during  the  year. 

Now  let's  turn  to  depreciation.  To 
determine  how  much  P&G's  deprecia- 
tion charges  should  be  raised  to  cover 
increased  replacement  costs,  we  must 
first  figure  out  how  long  on  average 
the  company  has  been  carrying  its  de- 
preciable assets  on  its  books.  We 
know  from  the  balance  sheet  that  to 
date  P&G  has  accumulated  $711  mil- 
lion of  depreciation  against  fixed  as- 
sets, and  that  in  the  latest  year  it 
charged  off  $97  million.  Assuming  the 
latter  represents  an  approximate  an- 
nual rate  of  depreciation,  divide  it  in- 


to the  accumulated  depreciation.  The 
answer  of  7.33  can  be  considered  the 
average  numlier  of  years  P&G's  fixed 
assets  have  been  on  the  books.  Since 
the  GNP  Deflator  rose  53%  during 
the  7/3-year  period  through  last  June 
30,  P&G's  latest  depreciation  charge 
of  $97  million  must  be  increased  by 
that  percentage,  to  $148  nullion. 

Now  for  the  more  troublesome  cost 
of  goods  sold.  Inventories  typically 
make  up  the  bulk  of  a  company's 
product  cost.  To  adjust  inventory  ex- 
penses for  inflation,  find  out  the  ap- 
proximate purchase  date  of  those 
which  were  charged  against  earnings. 
This  varies,  of  course,  depending  on 
whether  a  company  charges  off  its 
earliest  inventories  first  (FIFO)  or  its 
latest  inventories  first  (LIFO).  Here, 
with  apologies  to  the  CPAs,  we  will 
make  .some  modifications  to  an  other- 
wise complicated  technitjue— erring 
(as  httle  as  possible)  on  the  txMiserva- 
tive  side. 

P&G  values  its  inventories  accord- 
ing to  the  lower  of  cost  or  market, 
which  in  effect  means  FIFO  during  an 
inflationary  pericxl.  Thus  its  $4.3.30- 
billion  cost  of  g(K)ds  sokl  for  the  y<'ar 
includes  the  $754  million  of  inven- 
tories it  held  at  the  beginning  of  the 
year.  The  remainder  of  $3,576  bil- 
lion   is    e<|ual    to    83%    of    the    Ncai's       | 
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view,  it  is  probably  desirable  to  mark 
up  the  property  account  during  in- 
flation—replacement will  cost  more, 
the  liquidation  value  is  probably 
more.  But  this  markup  of  property 
values  can  be  misleading  for  the  in- 
vestor. The  investor  doesn't  much  care 
what  a  piece  of  property  is  theoretical- 
ly worth.  He  is  interested  chiefly  in 
its  earning  power.  To  give  an  ex- 
treme illustration,  the  properties  of 
the  Penn  Central  Railroad  have  a 
book  value  of  $4  billion  or  more.  But 
the  bonds  and  shares  that  represent 
ownership  are  almost  worthless.  Why? 
Because  the  $4  billion  in  assets  have 
no  current  earning  power.  And  yet  in 
the  years  Penn  Central  was  going 
bankrupt,  the  accountants,  under 
price-level  accounting,  would  have 
been  regularly  writing  up  its  assets. 

In  a  recent  issue  of  Forbes  (Nov. 
1,  1975),  we  described  a  simpler 
method  of  adjusting  corporate  earn- 
ings for  inflation.  It  was  devised  by 
WilHam  S.  Easman  and  Robert  Colin 
of  the  Wall  Street  firm  Faulkner, 
Dawkins  &  Sullivan,  Inc.  Faulkner, 
Dawkins  subtracts  an  amount  equal 
to  the  inflation  rate  from  a  company's 
stockholders'  equity,  then  subtracts 
that  presumed  capital  loss  from  its 
reported   earnings   to    arrive   at   what 


it  calls  "indexed  earnings  per  share." 
General  Electric,  for  example, 
earned  $3.33  per  share  in  1974  on 
stockholders'  equity  of  $19.37  per 
share.  Using  the  1974  inflation  rate 
of  12%,  Faulkner,  Dawkins  reduces 
GE's  equity  by  $2.33,  to  $17.04,  then 
reduces  its  reported  earnings  by  the 
same  amount  to  $1  per  share.  That 
done,  GE's  original  return  on  equity 
of  17.2%  drops  all  the  way  to  5.2%. 
The  12-point  difference  is  exactly 
equal  to  the  inflation  rate.  So  in  ef- 
fect, Faulkner,  Dawkins  is  saying  that 
if  a  company's  equity  return  fafls  to 
match  the  inflation  rate,  it  lost  money 
in  real  terms.  This  is  really  another 
way  of  saying  that  earning  power  is 
what  counts. 

From  an  accountant's  point  of  view, 
one  trouble  with  this  method  is  that  it 
applies  a  blanket  adjustment  to  all 
companies  regardless  of  differing  cir- 
cumstances. It  also  concentrates  solely 
on  equity  capital,  failing  to  take  into 
account  the  impact  of  inflation  on 
the  rest  of  the  balance  sheet— inven- 
tories, other  assets  and  debt  capital, 
which  is  often  larger  than  equity. 
American  Telephone  &  Telegraph,  like 
other  utilities,  carries  a  very  large 
debt  load.  Under  the  Faulkner,  Daw- 
kins equity-loss  method,  AT&T  wound 


up  with  a  $l-per-share  loss  for  1974. 
But  AT&T's  debt  actually  decreased  in 
value  during  1974,  since  at  year's  end 
it  could  be  paid  off  in  12%  cheaper 
dollars.  Adding  that  in  would  move 
the  company's  inflation-adjusted  earn- 
ings comfortably  into  the  black. 

Conversely,  the  advantage  of  the 
Faulkner,  Dawkins  method  is  that  it 
is  more  real-world  so  far  as  investors 
are  concerned:  In  the  case  of  a  com- 
pany like  AT&T,  that  gain  made  in 
the  property  and  debt  accounts  may 
do  nothing  at  all  for  earning  power. 
It  is  an  economic  gain;  it  won't  pay 
for  any  expansion  moves. 

Where  does  all  this  leave  Ameri- 
can industry  and  its  stockholders? 

In  a  poll  published  recently  in  the 
Journal  of  Accountancy,  a  majority  of 
security  analysts  said  they  regarded 
price-level-adjusted  earnings  as  "un- 
important." Many  accountants  agree, 
asking  whether  the  release  of  infla- 
tion-adjusted figures  won't  merely 
confuse  individual  investors. 

What  do  we  think?  We're  a  bit  con- 
fused ourselves.  Let's  all  hope  that  in- 
flation slows  down  sufficiently  to  make 
the  argument  relatively  academic.  And 
if  it  doesn't  slow  down?  Then,  for 
better  or  worse,  inflation  accounting, 
here  we  come!  ■ 


cost  of  goods  sold,  or  roughly  ten 
months  worth.  Under  FIFO,  in  which 
the  inventories  bought  earliest  are 
charged  off  first,  that  would  be  the 
first  ten  months,  through  Apr.  30, 
1975.  So  to  get  the  approximate  av- 
erage purchase  date  for  the  inven- 
tories charged  off  imder  FIFO,  we 
will  simply  back  up  half  a  year  from 
there,  to  Oct.  31,  1974.  The  rate  of 


inflation  from  Oct.  31,  1974  to  June 
30,  1975,  the  end  of  P&G's  fiscal 
year,  was  6.9%,  as  measured  by  the 
GNP  Deflator.  So  we  increase  P&G's 
reported  cost  of  goods  sold  by  that 
percentage  to  get  an  adjusted  figure 
of  $4,629  billion. 

-  Accountants  using  more  refined 
techniques  would  come  up  with  a 
somewhat  different  figure,  but  prob- 


PrOCter  &  Gamble  (year  ended  6/30/75) 


(Figures  in  Millions) 


Reported 


Revenues 

Cost  of  Goods  Sold 

Depreciation 

Other  Expenses 

$6,114 

4,330 

97 

1,353 

Total  Expenses 
Net  Before  Monetary  Items 
Cain  on  Monetary  Items 

5,780 
334 

Net  Income 
Earnings  Per  Share 

334 
$4.05 

Other  Data: 

Adjusted 

$6,420 

4,629 

148 

1,421 

6,198 

222 

31 

253 
$3.07 


Change 

+  5.0% 
+  6.9 

+52.7 
+  5.0 

-33.5 

-24.3 


Plant  &  Equipment 
Accumulated  Depreciation 
Net  Plant  &  Equipment 

Beginning  Inventories 
Ending  Inventories 


$2,357   Monetary  Items 

711        Debt&Curr. 

Liabilities 

Cash  &  Accts. 

$    754  Receivable 


1,646 


1975     1974    Average 
$1,312   $950     $1,131 


993     645 


744        Net  Monetary  Liabilities 


819 
312 


ably  not  that  much  different.  A  FIFO 
adjustment  is  always  greater  than 
half  the  year's  inflation  rate,  since  in- 
ventories purchased  the  previous  year 
are  involved.  Were  P&G  using  LIFO 
accounting,  on  the  other  hand,  we 
might  safely  and  conservatively  dis- 
pense with  the  mathematical  gym- 
nastics altogether.  On  the  assump- 
tion that  LIFO  produces  far  less  in 
the  way  of  windfall  gains  than  FIFO, 
we  could  simply  increase  the  cost  of 
goods  sold  by  the  5%  average  infla- 
tion rate  for  the  company's  fiscal 
year.  Or  you  might  try  to  determine 
an  average  purchase  date  in  a  similar 
fashion  to  the  above  FIFO  method, 
but  using  ending  inventories. 

Toting  up  the  darr  iges,  we  arrive 
at  inflation-adjusted  earnings  for  P&G 
of  $253  million,  or  $3.07  per  share. 
That  is  about  24%  lower  than  its 
reported  earnings  of  $334  million,  or 
$4.05  per  share.  (Before  the  addition 
of  the  gain  on  monetary  items,  its 
adjusted  earnings  were  34%  lower. ) 

How  would  P&G's  earnings  look 
using  the  Faulkner,  Dawkins  methods 
we  discussed  in  the  preceding  arti- 
cle? With  stockholders'  equity  of 
$23.52  per  share  and  inflation  of  10%, 
its  equity  loss  would  be  $2.35.  Sub- 
tracting that,  its  adjusted  earnings 
would  drop  to  $1.70  per  share. 
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Measuring  Management:  1975 


Despite  the  worst  recession  since  the 
Thirties,  the  five-year  profitability  of 
the  nation's  biggest  companies  re- 
mains unscathed.  Their  median  re- 
turn on  stockholders'  equity  stands 
the  same  as  a  year  ago,  at  11.6%;  their 
median  return  on  total  capital  is  a 
mere  tenth  of  a  point  lower,  at  8.6%. 
To  be  sure,  the  medians  for  the  lat- 
est 12  months  fell,  but  a  lot  less  than 
you  would  think— by  only  a  point  or 
so.  All  in  all,  American  management 
performed  superbly  when  the  chips 
were  down. 

If  you  enjoy  playing  with  statis- 
tics hke  these,  and  exploring  what 
they  mean,  you  can  get  hours  of 
pleasure  from  this  Annual  Report  is- 
sue. It  includes  17  stories  telling  how 
the  major  industries  weathered  the 
recession  and  what  they  can  expect  a 
year  or  two  ahead.  But  the  heart  of 
the  issue  is  the  statistics  to  measure 
the  management  performance  of  the 
929  biggest  public  companies,  those 
with  sales  over  $250  million. 

The  Forbes  Yardsticks,  as  we  call 
them,  size  up  the  companies  six  ways 
to  Sunday.  We  measure  their  profit- 
ability in  terms  of  return  on  stockhold- 
ers' equity  and  total  capital;  we  mea- 


sure their  growth  in  both  sales  and 
earnings;  and  we  measure  their  stock 
market  performance,  their  debt/ equi- 
ty ratios  and  their  net  profit  margins. 
For  a  long-run  view,  we  plot  these 
figures  over  five  years;  for  the  cur- 
rent trends,  we  look  at  them  for  the 


Where  To  Find  The  Yardsticks 

Company  index  &  Summary 

of  Yardstick  Rankings 

P.    43 

Industry  Rankings 

P.    59 

Industry  Median  Rankings 

P.  154 

Profitability  Rankings 

P.  160 

Growth  Rankings 

P.  177 

Stock  Market  Rankings 

P.  186 

latest  12  months.  Using  all  these 
measures,  we  compare  each  com- 
pany against  its  own  industry  com- 
petitors and  against  all  928  other  com- 
panies. Finally,  we  compare  the  30 
major  industry  groups  themselves 
against  each  other. 

The  box  below  explains  how  we 
go  about  calculating  the  principal 
Yardsticks.  Taken  together,  they  com- 
prise the  most  complete  rundown  on 
the  performance  of  corporate  Ameri- 


How  The  Forbes  Yardsticks  Are  Calculated 


Return  On  Stockholders'  Equity 

Companies  obtain  capital  from  two 
sources:  stockholders  and  creditors. 
This  figure  is  the  profit  return  on  the 
stockholders'  portion  of  a  company's 
capital.  We  express  primary  earnings 
per  common  share  (after  any  write- 
offs) as  a  percentage  of  the  stock- 
holders' equity  per  common  share  at 
the  start  of  the  year.  The  five-year  re- 
turn in  our  Yardsticks  tables  is  an  av- 
erage of  the  returns  calculated  for  the 
years  1971  through  the  latest  report- 
ed 12  months. 

Return  On  Total  Capital 

This  figure  is  the  profit  return  on  a 
combination  of  stockholders'  equity 
(both  common  and  preferred)  plus 
the  long-term  capital  from  other 
sources,  including  long-term  debt,  mi- 
nority interests  and  deferred  taxes. 
The  profit  figure  used  in  this  compu- 
tation is  net  income  after  taxes  and 
any  write-offs,  but  before  the  deduc- 
tion of  interest  on  long-term  debt  and 


minority  stockholders'  interests  in  the 
profits.  Again,  the  five-year  return 
shown  in  the  Yardsticks  tables  is  an 
average  of  these  returns  for  the  years 
1971  through  the  latest  12  months. 

Sales  Growth 

This  is  a  bit  tricky.  To  even  out 
short-run  distortions  caused  by  very 
poor  or  very  good  years,  we  reach 
back  over  ten  years  to  measure  five- 
year  sales  growth.  We  take  the  av- 
erage sales  for  the  most  recent  five 
years  (1971  through  the  latest  12 
months),  and  compute  the  percent- 
age change  from  average  sales  for  the 
preceding  five  years  ( 1966  through 
1970).  We  then  express  that  change 
in  terms  of  a  five-year  compounded 
annual  rate  of  growth,  since  the  mid- 
points of  the  two  periods  are  five 
years  apart. 

Earnings-Per-Share  Growth 

As  with  sales  growth,  we  go  back 
ten  years  to  calculate  the  five-year 
rate  of  earnings-p)er-share  growth.  Us- 


ca  you'll  find  anywhere. 

There  are  so  many  numbers  that 
\ou  can  get  lost  in  this  issue.  To  stay 
on  track,  see  the  mini-index  in  the 
center  of  this  page.  It  lists  the  be- 
ginning page  number  of  each  major 
element  in  the  i.ssue. 

To  locate  a  specific  company,  re- 
fer to  the  table  that  starts  on  the 
facing  page:  "Where  to  Find  the 
Ccmipany. "  It  lists  the  929  companies 
alphabetically  and  gi\es  the  page 
number  on  which  you'll  find  its  Yard- 
sticks and  the  story  about  its  indus- 
tr>-.  Run  your  finger  down  to  Allis- 
Chalmers,  for  example.  Its  Yardsticks 
and  industry  story  are  on  page  62. 
You'll  also  find  a  summar\'  of  how 
Allis-Chalmers  stacks  up  against  the 
928  other  companies  in  the  main 
Yardsticks— Profitabihty,  Growth  and 
Stock  Market  performance.  Even  this 
tells  you  something  about  the  compa- 
ny, before  you  turn  to  its  detailed 
statistics.  In  Allis-Chalmers'  case,  a 
high  growth  ranking  but  low  prof- 
itability and  stock  market  standing 
suggests  it  is  growing  from  a  low 
base  and  still  has  a  long  way  to  go 
before  its  profit  return  is  high  enough 
to  impress  investors.   ■ 


ing  primary  earnings  per  share  after 
any  write-offs,  we  compare  those  for 
the  most  recent  five  years  against 
those  for  the  preceding  fixe  years  and 
express  the  change  in  terms  of  a  five- 
year  compounded  animal  grow  tli  rate. 

Debt-To-Equity  Ratio 

To  what  degree  is  management  us- 
ing borrowed  funds  to  le\-erage  its 
profitability?  The  debt/ecjuity  ratio, 
expressed  in  the  Yardsticks  tables  as 
a  decimal  figure  assuming  i-cjuity  is 
equal  to  1.0,  provides  the  answer.  It 
is  computed  by  dividing  total  long- 
term  debt  at  the  end  of  the  latest 
reported  fiscal  year  by  the  stnn  of 
stockholders'  ('(juity  (both  connnon 
and  preferred),  minority  interest  and 
accumulated  deferred  taxes. 

Net  Profit  Margin 

This  figure  shows  tlu-  percentage 
of  net  sales  available  for  di\  idends  and 
reinvestment  in  the  business.  Net 
sales  for  the  latest  rejiorted  12  months 
are  divided  into  net  afterta.x  profits. 
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^^1 

1^^ 

^^1 

Industry 
Survey 

^ffiQ 

^^1 

Industry 

^ 

Survey 

K                 Company 

Profitability 

Growth 

Stock  Market 

Page 

Company 

Profitability 

Growth 

Stock  Market 

Page 

m,    Abbott  Laboratories 

270 

440 

301 

104 

Ark  Louisiana  Gas 

174 

554 

320 

129 

ACF  Industries 

543 

670 

468 

78 

Arlen  Realty  &  Dvpt 

911 

859 

907 

86 

Adgraph  Multigraph 

849 

847 

864 

106 

Armco  Steel 

592 

431 

235 

134 

Aetna  Life  &  Cas 

594 

178 

330 

122 

Armstrong  Cork 

635 

534 

566 

71 

H  F  Ahmanson 

561 

350 

870 

120 

Armstrong  Rubber 

784 

756 

801 

137 

Air  Prods  &  Chems 

258 

113 

19 

59 

Arvin  Industries 

717 

722 

512 

137 

Airco 

642 

434 

508 

59 

ASARCO 

612 

709 

761 

133 

Akzona 

712 

765 

703 

59 

Ashland  Oil 

211 

421 

486 

152 

Albertson's 

83 

161 

51 

88 

Associated  Dry  Goods 

532 

568 

458 

84 

Alcan  Aluminium 

709 

684 

405 

133 

Athlone  Industries 

178 

91 

63 

134 

AIco  Standard 

347 

269 

465 

66 

Atlanta  Gas  Light 

478 

430 

336 

129 

Alexander  &  Baldwin 

219 

124 

207 

142 

Atlantic  Richfield 

653 

450 

183 

152 

Alexander's 

788 

805 

854 

84 

A-T-0 

635 

442 

492 

66 

Allegheny  Airlines 

867 

907 

812 

140 

Automation  Inds 

826 

605 

335 

78 

Allegheny  Ludlum  Ind 

656 

720 

425 

134 

Avco 

875 

859 

841 

66,  120 

Allegheny  Power 

436 

593 

487 

130 

Avery  Products 

391 

253 

500 

77 

Allied  Chemical 

552 

311 

180 

59 

Avis 

462 

369 

906 

142 

Allied  Products 

714 

644 

681 

66 

Avnet 

112 

343 

232 

147 

Allied  Stores 

643 

398 

99 

84 

Avon  Products 

7 

330 

753 

86,  103 

Allied  Supermarkets 

897 

859 

751 

88 

Babcock  &  Wilcox 

691 

509 

438 

78 

Allis-Chalmers 

832 

5 

545 

62 

Baker  Oil  Tools 

62 

79 

13 

78 

Alterman  Foods 

;J76 

698 

255 

88 

Ball  Corp 

522 

363 

459 

128 

Alcoa 

wmj 

720 

404 

133 

Baltimore  Gas  &  Elec 

505 

593 

594 

132 

AMAX 

336 

467 

198 

133 

BanCal  Tri-State 

763 

802 

689 

i21 

Amerada  Hess 

31 

203 

843 

152 

Bangor  Punta 

883 

859 

645 

66 

American  Airlines 

874 

859 

840 

140 

BankAmerica  Corp 

218 

277 

212 

121 

American  Bakeries 

882 

859 

637 

96 

Bank  of  New  York 

273 

416 

682 

121 

Amer  Beef  Packers 

908 

859 

896 

90 

Bankers  Trust  NY 

446 

425 

783 

121 

American  Brands 

325 

464 

508 

103 

E  T  Barwick  Inds 

898 

859 

909 

94 

Amer  Broadcasting 

327 

179 

130 

115 

Bausch  &  Lomb 

523 

189 

237 

104 

American  Can 

772 

798 

505 

128 

Baxter  Laboratories 

261 

94 

125 

104 

Amer  Chain  &  Cable 

829 

818 

268 

77 

Beatrice  Foods 

169 

351 

184 

96 

American  Cyanamid 

318 

487 

530 

59,  103 

Becton,  Dickinson 

290 

301 

326 

104 

American  Elec  Power 

385 

606 

545 

130 

Beech  Aircraft 

122 

80 

119 

118 

American  Export  Inds 

918 

907 

917 

142 

Beico  Petroleum 

107 

71 

511 

152 

American  Express 

224 

104 

172 

120 

Bell  &  Howell 

647 

580 

734 

103,  115 

American  Financial 

261 

70 

685 

120 

Bemis 

657 

280 

518 

128 

Amer  GenI  Insurance 

591 

388 

420 

122 

Bendix 

559 

522 

122 

62,  137 

Amer  Hoist  &  Derrick 

574 

317 

137 

78 

Beneficial  Corp 

270 

510 

731 

86,  120 

Amer  Home  Products 

10 

276 

133 

104 

Bergen  Brunswig 

859 

855 

747 

90 

Amer  Hospital  Supply 

521 

263 

377 

90,  104 

Bethlehem  Steel 

625 

323 

162 

134 

American  Intt  Group 

48 

60 

57 

122 

BILO 

8 

22 

48 

88 

American  Motors 

796 

S:  t 

323 

137 

Big  Bear  Stores 

228 

313 

230 

88 

American  Natl  FinI 

704 

96 

396 

122 

Black  &  Decker 

181 

250 

251 

94 

American  Natural  Gas 

344 

441 

520 

129 

Blount 

29 

21 

625 

74 

American  Petrofina 

129 

197 

246 

152 

Blue  Bell 

207 

181 

189 

98 

Amer  Re-Insurance 

761 

755 

815 

122 

Bluebird 

332 

262 

631 

90 

American  Standard 

854 

849 

750 

66,71 

Boeing 

796 

759 

102 

118 

American  Stores 

742 

452 

363 

88 

Boise  Cascade 

861 

854 

752 

71,128 

American  Tel  &  Tel 

630 

565 

331 

132,  147 

Borden 

622 

448 

340 

96 

.  AMF 

150 

230 

572 

66,  115 

Borg-Warner 

706 

601 

5bO 

62,  137 

"Amfac 

326 

170 

767 

66 

Borman's 

869 

859 

893 

88 

AMP 

64 

206 

147 

147 

Boston  Edison 

641 

686 

695 

130 

Ampex 

904 

859 

876 

147 

Braniff  inti 

154 

88 

359 

140 

Amstar 

223 

191 

333 

96 

Briggs  &  Stratton 

30 

295 

128 

77 

Amsted 

434 

312 

74 

78 

Bristol-Myers 

73 

322 

292 

104 

Amtel 

639 

729 

615 

66 

Brockway  Glass 

531 

403 

577 

128 

Anaconda 

877 

859 

491 

133 

Brooklyn  Union  Gas 

609 

716 

628 

129 

Anchor  Hocking 

481 

628 

531 

128 

Brown  Group 

542 

726 

660 

98 

Anderson-Clayton 

660 

102 

55 

90 

Browning-Ferris  Inds 

415 

251 

748 

77 

Anheuser-Busch 

204 

339 

401 

96 

Brunswick 

378 

62 

659 

66,  115 

ARA  Services 

277 

293 

669 

86 

Bucyrus-Erie 

352 

487 

64 

78 

Areata  National 

848 

224 

816 

115 

Budd 

766 

11 

543 

137 

Archer  Danis  Midland 

241 

29 

3 

90 

Bunker-Ramo 

846 

823 

911 

147 

Arden-Mayfair 

906 

859 

880 

88 

Burlington  Inds 

745 

776 

656 

98 

Arizona  Public  Serv 

481 

385 

598 

132 

Burlington  Northern 

853 

717 

430 

142 

rlTABILITY:   5Year  Return 

on  Equity. 

GROWTH:  5  Year  Compounded  Annual  E?t 

nings  Per  Share  Growth.         STOCK 

MARKET:    5Year   Price   Change. 

--  Not  ranked. 
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Burroughs 

342 

135 

141 

106 

Colonial  Penn  Group 

6 

23 

16 

122 

Butler  Manufacturing 

125 

95 

29 

71 

Colonial  Stores 

369 

407 

324 

88 

Cabot 

762 

660 

811 

59 

Colt  Industries 

287 

77 

104 

134 

Cameron  Iron  Works 

146 

61 

2 

78 

Columbia  Gas  System 

446 

541 

609 

129 

Campbell  Soup 

339 

446 

345 

96 

Columbia  Pictures 

909 

859 

800 

115 

Campbell  Taggart 

257 

343 

166 

96 

Combined  Insurance 

64 

207 

836 

122 

Cannon  Mills 

778 

728 

322 

98 

Combustion  Engineering 

424 

536 

626 

78 

Capital  Holding  Corp 

492 

194 

114 

122 

Commercial  Metals 

51 

87 

223 

133 

Carborundum 

570 

426 

365 

77 

Commonwealth  Edison 

547 

697 

507 

130 

Carnation 

187 

242 

131 

96 

Commonwealth  Oil  Rfg 
Comsat 

820 

459 

836 

27 

699 

724 

152 

Carolina  Pwr  &  Lt 

488 

503 

554 

130 

132 

Carpenter  Technology 

568 

731 

390 

134 

ConAgra 

773 

830 

513 

90 

Carrier 

736 

712 

795 

71 

Cone  Mills 

727 

129 

68 

98 

Carson  Pirie  Scott 

686 

560 

239 

84 

Congoleum 

274 

38 

523 

71 

Carter  Hawley  Hale 

389 

530 

380 

84 

Connecticut  General 

309 

74 

213 

122 

Castle  &  Cooke 

519 

309 

451 

96 

Consolidated  Edison 

728 

679 

761 

130 

Caterpillar  Tractor 

95 

249 

123 

78,  137 

Consolidated  Foods 

519 

652 

796 

96 

CBS 

87 

457 

132 

115 

Consol  Freightways 

139 

381 

234 

142 

Ceco 

386 

448 

398 

71 

Consol  Natural  Gas 

628 

538 

471 

129 

Celanese 

758 

470 

589 

59 

Consumers  Power 

723 

775 

744 

130 

Centex 

101 

140 

829 

74 

Continental  Airlines 

847 

843 

834 

140 

Central  &  South  West 

244 

480 

618 

132 

Continental  Can 

672 

770 

549 

128 

Central  Soya 

375 

396 

173 

90 

Continental  Corp 

667 

243 

199 

122 

Central  Steel  &  Wire 

557 

203 

190 

134 

Continental  Illinois 

314 

216 

480 

121 

Central  Tel  &  Utils 

199 

398 

319 

132 

Continental  Oil 

365 

307 

72 

152 

Cerro 

808 

822 

349 

133 

Continental  Tel 

381 

527 

761 

132 

Certain-teed  Prods 

551 

83 

192 

71 

Control  Data 

822 

662 

835 

106,  120 

Cessna  Aircraft 

294 

577 

257 

118 

Cook  Industries 

5 

3 

21 

90 

CFS  Continental 

237 

198 

101 

90 

Cook  United 

893 

859 

914 

84 

Champion  Home 

116 

473 

357 

115 

Cooper  industries 

278 

667 

148 

77 

Champion  IntI 

483 

475 

634 

71. 128 

Adolph  Coors 

163 

421 

*« 

96 

Champion  Spark  Plug 

80 

315 

279 

137 

Copperweld 

135 

48 

11 

134 

Charter  Company 

41 

6 

211 

152 

Corning  Glass  Works 

602 

745 

633 

147 

Charter  New  York 

567 

463 

740 

121 

CPC  International 

246 

476 

216 

96 

Chase  Manhattan  Corp 

360 
688 

246 
650 

722 
253 

121 
59 

Crane 

140 

36 

20 

134 

Chemetron 

Crocker  Natl  Corp 

543 

748 

638 

121 

Chemical  New  York 

523 

527 

781 

121 

Crown  Central  Petrol 

695 

433 

599 

152 

Chesebrough-Pond's 

89 

334 

194 

103 

Crown  Cork  &  Seal 

219 

220 

307 

128 

Chessie  System 

823 

733 

248 

142 

Crown  Zellerbach 

476 

445 

262 

128 

Chicago  Bridge  &  Iron 

109 

82 

6 

77 

Crum  &  Forster 

555 

221 

355 

122 

Chicago  Milwaukee 

873 

907 

831 

142 

Cullum  Companies 

605 

487 

402 

88 

Chic  Pneumatic  Tool 

577 

724 

561 

77 

Cummins  Engine 

649 

669 

761 

137 

Chicago  Rock  Island 

899 

907 

891 

142 

Curtiss-Wright 

819 

678 

318 

118 

Chromalloy  American 

291 

608 

738 

66 

Cutler-Hammer 

483 

330 

388 

147 

Chrysler 

855 

845 

838 

137 

Cyclops 
Cyprus  Mines 

809 

261 

789 
339 

636 
493 

134 

Chubb 

735 

811 

348 

122 

133 

Cincinnati  G  &  E 

389 

674 

620 

130 

Dan  River 

856 

835 

556 

98 

Cincinnati  Milacron 

820 

826 

786 

77 

Dana 

224 

388 

203 

137 

CIT  Financial 

408 

477 

653 

120 

Daniel  International 

126 

52 

50 

74 

Citicorp 

221 

116 

100 

121 

Dart  Industries 

496 

360 

441 

66 

Cities  Service 

672 

545 

432 

152 

Dayco 

369 

634 

705 

66 

Citizens  &  Southern 

597 

819 

855 

121 

Daylln 

915 

859 

919 

86 

City  Investing 

751 

268 

820 

66 

Dayton-Hudson 

697 

586 

347 

84 

City  Stores 

884 

859 

856 

84 

Dayton  Power  &  Light 

514 

729 

575 

130 

Clark  Equipment 

316 

532 

560 

78,  137 

Dean  Foods 

661 

596 

272 

90 

Clark  Oil  &  Refining 

740 

825 

793 

152 

Deere 

195 

89 

30 

137 

Cleveland  Elec  Ilium 

315 

611 

595 

130 

DEKALB  AgResearch 

137 

78 

33 

90 

CleveTrust  Corp 

515 

382 

461 

121 

Del  Monte 

403 

491 

374 

96 

Clorox 

26 

396 

664 

103 

Delmarva  Power  &  Lt 

473 

637 

662 

130 

Cluett,  Peabody 

860 

851 

867 

98 

Delta  Air  Lines 

227 

558 

313 

140 

CNA  Financial 

872 

859 

861 

122 

Denny's 

168 

355 

45 

115 

Coastal  States  Gas 

333 

336 

901 

129 

DeSoto 

799 

832 

874 

71 

Coca-Cola 

24 

285 

332 

96 

Detroit  Edison 

703 

753 

658 

130 

Coca-Cola  Botting  NY 

606 

567 

702 

90 

Diamond  IntI 

297 

568 

427 

128 

Colgate-Palmolive 

185 

260 

89 

103 

Diamond  Shamrock 

182 

202 

31 

59 

Collins  &  Aikman 

620 

758 

675 

98 

A  B  Dick 

298 

287 

890 

106 

PROFITABILITY:  5-Year  Return  on  Equity.        GROWTH:  5  Year  Compounded  Annual  Earnings  Per  Share  Growth.         STOCK   MARKET:    5  Year   Price   Change. 
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FORBES,    JANUARY    1,    1976 


Productivity  increase  of  11%  a  year 
keeps  Becton,  Dickinson 
expanding  in  Puerto  Rico 


This  maker  of  high-quality 
heahh  care  products  has  grown 
firom  one  plant  in  Puerto  Rico 
in  1958  to  four  plants  today.  Now 
they  are  scouting  more  sites. 

Read  why,  if  expansion  is  in 
your  plans. 

Do  you  have  a  medicine  chest  at 
home?  If  you  do,  you  probably 
have  in  it  a  B-D  cHnical  thermometer 
and  an  Ace  Brand  Bandage. 

Both  are  made  in  Puerto  Rico  by 
Becton.  Dickinson. 

They  started  producing  thermom- 
eters  on   this  U.S.   island   in    1958. 
Because  of  their  success  in  profits  and 
productivity,  B-D  has  steadily 
expanded  production  facilities  here. 

A  story  of  expansion 

That  first  plant  employed  24  people. 
Today  Becton,  Dickinson  employs 
over  550  skilled  workers  in  four  plants 
at  three  locations  on  the  island.  And  is 
now  studying  locations  for  a  fifth. 

Becton,  Dickinson  chose  Puerto 
Rico  because  of  the  cooperation  of  the 
Puerto  Rican  government,  the  pride 
and  determination  of  the  Puerto  Rican 
people,  attractive  wage  rates  and  100% 
tax  exemption.  Today  they  are  thriv- 
ing and  expanding  for  still  another 
reason:  the  quality  of  their  Puerto 
Rican  workers. 

Hit  production  goals  fast 

Wesley  J.  Howe,  the  President  of  Bec- 
ton, Dickinson,  enthusiastically  de- 
scribed them  as  "productive,  trainable, 
adaptable  andloyal." 

"Making  mercury  glass  thermome- 
ters is  a  very  complex  business,"  says 
Mr.  Howe.  "Over  the  years  our  Puerto 
Rican  employees  have  adapted  excep- 
tionally well  to  the  technical  chal- 
lenges of  the  automated  production 
I  procedures  we  hgive  introduced. 

"In  addition  they  have  made  many 
sound  suggestions  which  have  led  to 
improved  quality  and  productivity.  As 
,3  result  we  have  made  substantial  in- 
vestments in  new  equipment  over  the 
past  few  years." 

Worker  productivity  impressed 
Becton,  Dickinson  from  the  start.  "We 


B-D's  workers  in  Puerto  Rico  are  as  careful  as  they  are  productive.  President  Wesley  ].  Howe  (left) 
{nesents  award  for  longest-running  safety  record  in  company  history. 


were  amazed  and  delighted  when  our 
production  goals  were  achieved  in  the 
very  first  week  of  operations,"  Mr. 
Howe  says.  "Output  has  gone  up  stead- 
ily and  over  the  past  seven  years 
production  per  employee  increased  at 
a  rate  of  11%  a  year.  So  today,  output 
per  worker  is  almost  twice  what  it  was 
seven  years  ago." 

Set  company  safety  record 

These  gains  in  productivity  have  been 
matched  by  the  workers'  safety  record. 

The  thermometer  plant  has 
operated  without  a  lost-time  accident 
since  March  1971  —  the   longest   run 
without  a  disabling  injury  in  the  com- 
pany's 78-year  history. 

Mr.  Howe  sums  up  the  attitude  of 
Becton,  Dickinson.  "We're  seeking 
more  expansion  in  Puerto  Rico,  based 
on  the  success  we've  had." 

Take  our  temperature 

If  you  are  looking  for  the  same  kind  of 
success  in  a  new  plant  expansion,  you 
should  take  the  temperature  of  Puerto 
Rico.  This  United  States  Common- 
wealth offers: 

1.  No  federal  taxes.  Yet  you  are 
within  the  U.S.  tariff  wall. 

2.  100%  exemption  for  up  to  30 
years  from  all  Commonwealth  taxes. 

3.  Up  to  259c  rebate  on  all  direct 
labor  costs  during  the  first  two  years  of 
operations,  if  you  qualify. 

4.  Productive  workers.  U.S.  De- 
partment of  Commerce  statistics  sup 
port  Becton,  Dickinson's  productivity 
experience.  Figures  show  that  a  worker 


in  Puerto  Rico  returns  $4.03  in  value 
for  every  dollar  earned  on  wages.  The 
U.S.  national  average  is  $3.36. 

5.  Strategic  location.  You  are 
close  to  your  U.S.  markets.  Airfreight 
gets  to  New  York  in  only  3Vi  hours,  to 
Miami  in  IVi  hours.  A  fast  fleet  of 
modem  trailer  and  container  ships 
speeds  cargo  to  major  East  and  Gulf 
Coast  ports. 

And  Mr.  Howe  of  Becton,  Dickin- 
son points  out:  "The  island  has  a 
tremendous  opportunity  to  become  a 
distribution  base  for  all  of  Latin  and 
South  America." 

Get  all  the  facts  on  profits  and  pro- 
ductivity in  Puerto  Rico.  Send  this 
coupon  today  and  receive  our  free  new 
20-page  brochure. 
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Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept-  FB-20, 1290  Ave.  of  the  Americas 
New  York,  N.Y.  10019 

I'm  interested  in  the  facts  JDchind  the  suc- 
cess of  Becton,  Dickinson  and  other  major 
companies  in  Puerto  Rico.  Please  send  me 
your  free  booklet,  "Puerto  Rico:  Profit 
Island,  U.S.A." 

The  products  I  might  make  there  are: 


Namc- 
Titl^ 


Company. 
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.State. 


.Zip. 


Where  to  Find  the  Company 

^^9 

1^1 

Industry 
Survey 
Page 

Company 

IB! 

^^ 

^Bi 

Industry 

Company 

Profitability 

Growth    Stock  Market 

Profitability 

Growth 

stock  Market 

Survey 
Page 

Di  Giorgio 

824 

820 

871 

90,96 

Flickinger 

399 

234 

9Zmm 

90 

Digital  Equipment 

280 

56 

35 

106 

Flintkote 

756 

393 

70||H 

71 

Dillingham 

768 

514 

686 

74 

Florida  Power 

402 

507 

'^JH^B 

130 

Dillon  Companies 

52 

81 

26 

88 

Florida  Power  &  Lt 

355 

294 

'^^^H 

130 

Wait  Disney 

562 

134 

140 

115 

Fluor 

430 

583 

25 

74 

Diversified  Inds 

855 

859 

894 

133 

FMC 

602 

688 

495 

62 

RR  Donnelley  &  Sons 

497 

473 

278 

115 

Food  Fair  Stores 

851 

Ml 

878 

88 

Dover  Corp 

78 

187 

289 

71 

Foodarama  Supermkts 

864 

793 

875 

88 

Dow  Chemical 

40 

73 

8 

59 

Ford  Motor 

611 

513 

536 

137 

Dravo 

632 

481 

328 

74 

Foremost-McKesson 

200 

500 

647 

90 

Dresser  Industries 

252 

398 

94 

78 

Foster  Wheeler 

452 

271 

233 

78 

Duke  Power 

694 

715 

535 

132 

Franklin  Life  Ins 

«» 

»• 

247 

122 

Dun  &  Bradstreet  Cos 

57 

419 

277 

115 

Frederick  &  Herrud 

23 

603 

873 

90 

E  1  du  Pont 

419 

663 

371 

59 

Fruehauf 

638 

659 

671 

137 

Duquesne  Light 

346 

651 

583 

130 

Fuqua  Industries 

719 

763 

824 

66,  115 

Eagle-Picher  Inds 

229 

357 

286 

77 

GAF 

686 

256 

395 

62 

Eastern  Air  Lines 

881 

859 

877 

140 

Gamble-Skogmo 

471 

336 

604 

84 

Eastern  Gas  &  Fuel 

224 

165 

339 

152 

Gannett 

209 

138 

59 

115 

Eastman  Kodak 

76 

376 

174 

103, 115 

Gardner-Denver 

239 

589 

185 

78 

Eaton 

274 

458 

479 

137 

Garfinckel  Brooks  Bros 
GATX 

469 
330 

379 
353 

304 
629 

84 

Jack  Eckerd 

38 

57 

166 

86 

78 

Economics  Laboratory 

127 

209 

261 

103 

General  Cable 

486 

754 

770 

133 

Edison  Bros  Stores 

171 

327 

111 

86 

General  Cigar 

775 

719 

802 

103 

El  Paso  Company 

393 

436 

693 

129 

General  Cinema 

96 

150 

541 

115 

Eltra 

407 

429 

249 

62,  147 

General  Dynamics 

546 

303 

52 

118 

Emerson  Electric 

110 

352 

270 

147 

General  Electric 

148 

313 

334 

62,  94,  147 

Emhart 

508 

531 

418 

71 

General  Foods 

460 

732 

642 

96 

Engelhard  Min  &  Chem 

34 

144 

510 

133 

General  Host 

158 

2 

605 

90 

Enserch 

159 

218 

439 

129 

General  Instrument 

792 

737 

749 

147 

Envirotech 

674 

210 

713 

77 

General  Mills 

180 

297 

75  • 

96 

Equimark 

283 

742 

711 

121 

General  Motors 

212 

630 

581 

137 

Esmark 

473 

19 

210 

90 

General  Public  Utils 

615 

654 

570 

130 

Ethyl 

112 

195 

259 

59 

General  Refractories 

816 

»0 

378 

78 

Evans  Products 

863 

857 

881 

71 

General  Reinsurance 

232 

112 

106 

122 

Ex-Cell-0 

746 

792 

611 

77 

General  Signal 

397 

479 

214 

78 

Exxon 

161 

254 

258 

152 

General  Tel  &  Elec 

449 

597 

484 

132, 147 

Fairchild  Camera 

511 

ft' 

112 

147 

GenI  Tire  &  Rubber 

422 

328 

499 

62,  137 

Fairchild  Industries 

759 

32 

578 

118 

Genesco 

888 

859 

898 

86,98 

Fairmont  Foods 

675 

725 

562 

96 

Genuine  Parts 

111 

157 

62 

137 

Fedders 

866 

856 

915 

94 

Georgia-Pacific 

86 

116 

452 

71,128 

Federal  Co 

485 

159 

82 

90 

Gerber  Products 

347 

672 

648 

96 

Federal-Mogul 

777 

815 

792 

137 

Getty  Oil 

535 

235 

36 

152 

Fedl  Natl  Mortgage 

121 

20 

397 

120 

Giant  Food 

307 

320 

422 

88 

Federal  Paper  Board 

470 

264 

193 

128 

Gillette 

37 

543 

614 

103 

Federated  Dept  Strs 

322 

455 

181 

84 

Girard 

509 

695 

663 

121 

Fed-Mart 

243 

162 

157 

84 

Globe-Union 

644 

248 

121 

137 

Ferro 

173 

137 

310 

71 

Goldblatt  Brothers 

835 

805 

839 

84 

Fibreboard 

841 

833 

868 

128 

B  F  Goodrich 

790 

676 

649 

137 

Fidelcor 

292 

620 

771 

121 

Goodyear 

537 

549 

576 

137 

Fieldcrest  Mills 

769 

794 

784 

98 

Gould 

466 

292 

175 

137 

Fingerhut 

665 

852 

615 

86 

Govt  Employees  Ins 

236 

808 

788 

122 

Firestone 

530 

492 

376 

137 

W  R  Grace 

476 

347 

412 

59,66 

First  Bank  System 

264 

384 

164 

121 

W  W  Grainger 

70 

131 

37 

147 

First  Charter  FinI 

417 

143 

569 

120 

Grand  Union 

794 

804 

772 

88 

First  Chicago  Corp 

363 

186 

309 

121 

W  T  Grant 

917 

859 

920 

86 

First  City  Bancorp 

318 

278 

311 

121 

Gray  Drug  Stores 

557 

714 

645 

86 

First  IntI  Bshs 

174* 

174 

71 

121 

Great  Atl  &  Pac  Tea 

905 

859 

844 

88 

First  Natl  Boston 

489 

516 

613 

121 

Gt  Northern  Nekoosa 

455 

374 

227 

128 

First  Natl  Stores 

880 

859 

774 

88 

Great  Scott  Supermkts 

461 

707 

828 

88 

First  Penna  Corp 

217 

543 

759 

121 

Gt  Western  Financial 

505 

16 

732 

120 

First  Wisconsin  Corp 

682 

800 

758 

121 

Great  Western  United 

44 

208 

209 

90 

Fischbach  &  Moore 

97 

238 

567 

147 

Green  Giant 

657 

537 

635 

96 

Fisher  Foods 

59 

93 

389 

88 

Greyhound 

391 

624 

456 

90,  142 

Flavorland  Inds 

293 

247 

170 

90 

Grolier 

896 

859 

916 

115 

Fleetwood  Enterprises 

33 

53 

641 

115 

Grumman 

833 

859 

586 

118 

Fleming  Companies 

206 

392 

238 

90 

Gulf  &  Western  inds 

194 

148 

44 

66 
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General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


Phone  Mart- 

the  new  fashion 

in  selecting  phones. 

We've  come  up  with  a  brand- 
new  way  for  a  phone  company  to 
serve  its  customers. 
It's  called  Phone  Mart. 
In  General  Telephone  areas 
where  there's  a  Phone  Mart,  you 
can  choose  your  phones  with  the 
same  care  for  their  decorative 
effect  as  you'd  use  in  choosing 
your  furniture. 

We  offer  a  choice  of  dozens  of 

different  colors  and  styles. 

You  can  pick  out  any  phone 

that  suits  your  fancy  and 

carry  it  home. 

And  if  you  change  your  mind, 

it's  easy  to  change  your  phone. 

After  all,  fashion  is  always 
changing. 

And  why  shouldn't  phones 
change  with  it? 


where  to  Find  the 

Company 

^Ql 

PHB 

Industry 

Survey 

Page 

Company 

^Q 

^H 

Industry 

Company 

Profitability 

Growth 

stock  Market 

Profitability 

Growth 

stock  Market 

Survey 
Page 

Gulf  Oil 

465 

574 

639 

152 

lU  International 

280 

141 

715 

66 

Gulf  States  Utils 

411 

556 

736 

132 

Jefferson-Pilot 

444 

169 

39 

122 

Halliburton 

107 

105 

17 

74 

Jewel  Companies 

462 

519 

707 

88 

Hammermill  Paper 

698 

661 

602 

128 

Jim  Walter 

205 

75 

384 

71 

Handy  &  Harman 

84 

212 

291 

133 

Johns-Manville 

647 

625 

726 

71 

Hanes 

845 

840 

533 

98 

Johnson  &  Johnson 

115 

111 

110 

104 

Hanna  Mining 

595 

616 

423 

134 

Johnson  Controls 

562 

679 

791 

77 

Harnischfeger 

513 

99 

22 

78 

Jonathan  Logan 

586 

723 

865 

98 

Harris  Bankcorp 

429 

235 

455 

121 

Joy  Manufacturing 

442 

423 

228 

78 

Harris  Corp 

752 

787 

590 

78,  147 

Kaiser  Alum  &  Chem 

707 

702 

548 

133 

Harsco 

285 

455 

293 

77 

Kaiser  Industries 

817 

712 

623 

62 

Hart  Schaff  &  Marx 

749 

772 

860 

98 

Kane-Miller 

434 

43 

407 

96 

Hartfield-Zodys 

916 

859 

810 

86 

Kaufman  &  Broad 

763 

767 

869 

74 

Havatampa 

616 

305 

369 

103 

Kellogg 

36 

338 

67 

96 

H  J  Heinz 

527 

409 

135 

96 

Kellwood 

504 

690 

789 

98 

Walter  E  Heller  IntI 

»* 

«« 

*• 

120 

Kemper  Corp 

308 

599 

591 

122 

Hercules 

415 

520 

202 

59 

Kennecott  Copper 

739 

778 

532 

133, 152 

Hershey  Foods 

373 

682 

574 

96 

Kerr-McGee 

240 

142 

54 

152 

Heublein 

117 

299 

338 

96 

Keystone  Consolidated 

790 

538 

373 

134 

Hewlett-Packard 

152 

97 

14 

106,  147 

Walter  Kidde 

421 

122 

540 

66 

Hilton  Hotels 

501 

310 

503 

115 

Kimberly-Clark 

598 

506 

264 

103, 128 

Hiram  Walker 

409 

517 

528 

96 

Kings  Dept  Stores 

141 

377 

615 

84 

Hobart 

210 

402 

254 

77 

Knight-Rldder  News 

300 

174 

225 

115 

Hoerner  Waldorf 

165 

185 

220 

128 

Koehring 

779 

816 

769 

78 

Holiday  Inns 

515 

532 

813 

115 

Koppers 

357 

130 

56 

62 

Holly  Sugar 

79 

»s 

70 

90 

Krattco 

400 

498 

366 

96 

Honeywell 

677 

621 

814 

106, 147 

S  S  Kresge 

197 

123 

87 

84 

Hoover 

492 

573 

719 

94 

Kroger 

702 

718 

776 

88 

Hoover  Ball  &  Bearing 

118 

562 

553 

137 

Lane  Bryant 

363 

500 

588 

86 

George  A  Hormel 

410 

371 

426 

90 

Lear  Siegler 

709 

812 

775 

66,  147 

Hospital  Corp  of  Am 

296 

51 

275 

104 

Leaseway  Transportn 

16 

50 

46 

142 

Houdaille  Industries 

214 

550 

453 

77 

Levitz  Furniture 

264 

86 

848 

86 

Household  Finance 

324 

641 

712 

84,120 

Libbey-Owens-Ford 

371 

570 

755 

137 

Houston  Ltg  &  Power 

358 

496 

766 

132 

Ubby.  McNeill 

843 

•  «• 

295 

96 

Houston  Natural  Gas 

94 

92 

27 

129 

Liberty  Natl  Life 

411 

298 

152 

122 

Howard  Johnson 

359 

211 

154 

115 

Liggett  &  Myers 

667 

591 

677 

103 

Hygrade  Food  Prods 

82 

** 

288 

90 

Eli  Lilly 

42 

171 

266 

104 

Hyster 

621 

671 

579 

78, 137 

Lincoln  Natl  Corp 

655 

492 

490 

122 

iC  Industries 

798 

693 

718 

66,  142 

Litton  Industries 

857 

850 

845 

66 

Ideal  Basic  Inds 

414 

153 

466 

71 

Lockheed  Aircraft 

3 

84 

400 

118 

Idle  Wild  Foods 

«» 

10 

733 

90 

Loews 

55 

76 

644 

103,  115 

Illinois  Power 

395 

706 

650 

130 

Lone  Star  Industries 

627 

316 

745 

71 

INA 

650 

334 

364 

122 

Long  Island  Lighting 

475 

625 

691 

130 

Ingersoll-Rand 

176 

518 

134 

77 

Longs  Drug  Stores 

25 

101 

58 

86 

Inland  Container 

379 

183 

53 

128 

Louisiana  Land 

4 

299 

597 

152 

Inland  Steel 

559 

432 

182 

134 

Louisiana-Pacific 

47 

46 

423 

128 

Inmont 

729 

110 

501 

59 

M  Lowenstein  &  Sons 

842 

817 

830 

98 

Insilco 

403 

701 

735 

94 

Lowe's  Companies 

21 

69 

49 

90 

Interco 

327 

417 

352 

98 

LTV 

242 

« 1 

383 

66,  134 

Interiake 

582 

192 

142 

134 

Lubrizol 

27 

114 

283 

59 

IntI  Basic  Economy 

894 

859 

904 

88 

Lucky  Stores 

43 

225 

285 

88 

IBM 

97 

223 

433 

106 

Ludlow  Corp 

767 

784 

858 

94 

IntI  Foodservice 

886 

859 

912 

90 

Lukens  Steel 

709 

485 

314 

134 

IntI  Harvester 

741 

526 

394 

137 

Lykes-Youngstown 

411 

59 

84 

134 

IntI  Minerals  &  Chem 

91 

8 

12 

59 

Macmillan 

786 

674 

849 

lib 

IntI  Multifoods 

532 

333 

236 

90 

R  H  Macy 

547 

520 

527 

84 

International  Nickel 

200 

504 

717 

133 

Magic  Chef 

698 

623 

777 

94 

International  Paper 

374 

272 

124 

128 

Malone  &  Hyde 

104 

188 

88 

90 

IntI  Systems 

490 

** 

107 

74 

Manhattan  Industries 

892 

859 

842 

98 

IntI  Tel  &  Tel 

512 

511 

806 

66 

Mfrs  Hanover  Corp 
Marathon  Mfg 

335 

265 

477 

121 

Interpace 

722 

497 

464 

71 

736 

858 

708 

78 

Interstate  Brands 

773 

796 

501 

96 

Marathon  Oil 

350 

435 

222 

152 

Interstate  United 

793 

705 

794 

86 

Marcor 

566 

183 

368 

84,  128 

Investors  Div  Svcs 

554 

673 

887 

120 

Maremont 

371 

38 

23 

137 

Iowa  Beef  Processors 

69 

55 

414 

90 

Marine  Midland  Banks 

539 

743 

859 

121 

l-T-E  Imperial 

529 

529 

710 

147 

Marriott 

420 

125 

224 

115 

PROFITABILITY:  5-Year  Return 

on  Equity. 

GROWTH 

:  SYear  Comi 

iou,ided  Annual  Ear 

nings  Per  Share  Growth.         STOCK 

MARKET;    5  Year    Pri 

CO    Chance 
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i 


Get  The  Great 
of 


Compare 

The  Great  Rates 

of  Budget 

with  Hertz 

"Super  Saver  Rates" 

or  any  other 

"deflated  rates." 

Budget  has  always 

saved  you  money 

...and  still  does. 


Rates 


95 


per  day 
as  available 
Chevette,  Vega  or  similar 

No  Mileage 
Charge! 


99 


per  day 
140  a  mile 

Grand  Prix 
or  similar 


Step  up  to  a 
roomy  Grand 
Prix  for  even 
less  than  Hertz 
charges  for 
a  compact  car. 

Compare  the  savings  on  a  typical  one-day 
70  mile  round  trip: 


A 


Save 

Save 

Save 

$9.14 

$5.14 

$2.16 

over  Hertz 

over  Hertz 

over  Hertz 

LTD 

Granada 

Maverick 

($18.95  a  day/ 

($16.95  a  day/ 

($14.95  a  day/ 

190  a  mile) 

170  a  mile) 

150  a  mile) 

Gel  The  Great  Rates  where  you're  going! 

These  are  only  some  of  The  Great  Rates  available  right  now  at 
most  Budget  airport  locations.  Compare  The  Great  Rates  of  Budget 
with  Hertz  on  all  sized  cars.  To  learn  the  savings,  check  the 
Budget  counter  when  you  land  or  call  ahead  for  The  Great  Rate  at 
your  destination. 


For  reservations  call: 


800-228-9650 


Budget 

rentacar        °  T*' 


ATransamerica  Company 


All  rates  shown  non-discountable  plus  gas.     Hertz  rates  confirmed  at  Hertz  reservation  center,  Nov.  28 


where  to  Find  the 

Company 

~^H 

fflffl 

^H 

Industry 
Survey 
Page 

Company 

1^1 

fflj 

MH 

Industry 

Company 

Profitability 

Growth 

stock  Market 

Profitability 

Growth 

Stock  Market 

Survey 
Page 

Marsh  Supermarkets 

623 

664 

606 

88 

Natomas 

266 

31 

582 

152 

Marshall  Field 

631 

646 

417 

84 

NCNB 

305 

585 

765 

121 

Martin  Marietta 

479 

484 

391 

62,  118 

NCR 

803 

768 

673 

106 

Maryland  Cup 

577 

598 

778 

128 

New  England  Electric 

547 

548 

469 

130 

Masco 

46 

68 

61 

71 

New  England  G  &  E 

552 

602 

563 

130 

Masonite 

340 

217 

516 

71 

N  Y  State  Elec  &  Gas 

585 

685 

600 

130 

Massey-Ferguson 

573 

146 

66 

137 

New  York  Times 

417 

711 

760 

115 

May  Dept  Stores 

601 

442 

163 

84 

Newmont  Mining 

283 

566 

448 

133 

Oscar  Mayer 

192 

214 

344 

90 

Niagara  Mohawk  Power 

606 

657 

525 

130 

Maytag 

32 

617 

386 

94 

N  L  Industries 

595 

744 

585 

62 

MBPXL 

** 

205 

683 

90 

NLT 

609 

270 

306 

122 

MCA 

132 

47 

18 

115 

Norfolk  &  Western  Ry 

781 

698 

372 

142 

J  Ray  McDermott 

167 

133 

32 

74 

Norris  Industries 

202 

498 

428 

71 

McDonald's 

22 

25 

7 

115 

North  Amer  Philips 

669 

679 

408 

147 

McDonnell  Douglas 

432 

372 

361 

118 

Northeast  Petroleum 

9 

28 

693 

152 

McDonough 

189 

196 

342 

98 

Northeast  Utilities 

490 

587 

573 

130 

McGraw-Edison 

692 

771 

657 

147 

No  Illinois  Gas 

383 

619 

661 

129 

McGraw-Hill 

403 

726 

603 

115 

No  Indiana  Pub  Svc 

344 

611 

704 

129 

Arthur  G  McKee 

619 

580 

78 

74 

Northern  Natural  Gas 

238 

255 

206 

129 

McLean  Trucking 

50 

118 

146 

142 

No  States  Power 

401 

582 

352 

130 

McLouth  Steel 

801 

132 

160 

134 

Northrop 

580 

600 

168 

118 

Mead 

575 

361 

302 

128 

Northwest  Airlines 

753 

799 

354 

140 

Mellon  National  Corp 

586 

359 

454 

121 

Northwest  Bancorp 

334 

343 

221 

121 

Melville  Shoe 

38 

290 

437 

86,98 

Northwest  Industries 

15 

40 

93 

66 

Mercantile  Stores 

246 

261 

171 

84 

Northwestern  Steel 

172 

339 

144 

134 

Merck 

13 

244 

129 

104 

Norton 

720 

512 

412 

77 

Merrill  Lynch  &  Co 

256 

483 

790 

120 

Norton  Simon 

289 

229 

299 

96 

MGM 

250 

«« 

41 

115 

Nortrust  Corp 

425 

414 

436 

121 

Metromedia 

589 

613 

385 

115 

NVF 

28 

9 

1 

134 

Fred  Meyer 

331 

291 

95 

88 

Occidental  Petroleum 

439 

769 

498 

152 

Michigan  National 

99 

193 

805 

121 

Ogden 

163 

226 

186 

66 

Microdot 

59 

454 

374 

77 

Ohio  Casualty 

89 

368 

298 

122 

Middle  South  Utils 

393 

439 

714 

130 

Ohio  Edison 

382 

689 

607 

130 

Midland-Ross 

644 

562 

624 

77 

Oil  Shale 

545 

1 

271 

152 

Miles  Laboratories 

449 

639 

728 

104 

Oklahoma  Natural  Gas 
Clin  Corp 

279 
836 

481 
30 

294 

•  • 

129 

Minn  Mining  &  Mfg 

103 

366 

226 

62 

62 

Miss  River  Corp 

*» 

** 

83 

142 

Olinkraft 

•• 

24 

»» 

128 

Mobil  Oil 

327 

239 

517 

152 

Otis  Elevator 

322 

326 

488 

71 

Mohasco 

771 

643 

746 

94 

Outboard  Marine 

311 

364 

312 

115 

Monfort  of  Colorado 

698 

647 

431 

90 

Owens-Corning  Fbrgis 

534 

319 

329 

71 

Monsanto 

255 

162 

43 

59 

Owens-Illinois 

564 

444 

434 

128 

Moore  Corp 

102 

239 

178 

106 

Oxford  Industries 

144 

150 

265 

98 

Moore  McCormack  Res 

316 

>Kft 

10 

142 

Pabst  Brewing 

498 

541 

803 

96 

J  P  Morgan  &  Co 

214 

177 

145 

121 

PACCAR 

187 

308 

96 

137 

Morrison-Knudsen 

644 

34 

76 

74 

Pac  Gamble  Robinson 

311 

106 

97 

90 

Morton-Norwich 

509 

645 

819 

104 

Pacific  Gas  &  Elec 

537 

575 

672 

132 

Motorola 

458 

273 

136 

147 

Pacific  Lighting 

704 

649 

608 

129 

G  C  Murphy 

744 

653 

593 

84 

Pan  Am  World  Airways 

903 

859 

799 

140 

Murphy  Oil 

193 

35 

250 

152 

Panhandle  Eastern 

136 

437 

584 

129 

Nabisco 

304 
53 

654 
199 

544 
169 

96 

Parker-Hannifin 

254 

635 

515 

77 

Naico  Chemical 

59 

Ralph  M  Parsons 

92 

179 

200 

74 

Nash  Finch 

195 

121 

81 

90 

Peabody  Gallon 

428 

37 

415 

77 

Nashua 

268 

426 

853 

106 

Peavey 

287 

7 

•• 

90 

National  Airlines 

608 

747 

619 

140 

Penn  Central 

913 

907 

886 

142 

National  Can 

467 

546 

798 

128 

Penn-Dixie  Inds 

831 

736 

757 

71 

Natl  Detroit  Corp 

445 

468 

471 

121 

Penn  Fruit 

900 

859 

918 

88 

National  Distillers 

547 

349 

327 

62,96 

J  C  Penney 

360 

525 

411 

84 

National  Fuel  Gas 

586 

377 

379 

129 

Pa  Power  &  Light 

464 

595 

476 

130 

National  Gypsum 

716 

472 

773 

71 

Pennwalt 

675 

692 

296 

59 

National  Homes 

901 

859 

908 

74 

Pennzoil 

*• 

26 

** 

152 

National  Industries 

602 

4 

282 

66 

Peoples  Drug  Stores 

828 

777 

674 

86 

National  Kinney 

890 

859 

910 

66 

Peoples  Gas 

313 

460 

419 

129 

National  Svc  Inds 

160 

470 

797 

66 

PepsiCo 

133 

329 

201 

96 

Natl  Starch  &  Chem 

161 

244 

98 

59 

Perkin-Elmer 

397 

241 

113 

147 

National  Steel 

685 

614 

457 

134 

Pet 

715 

614 

670 

96 

National  Tea 

907 

859 

847 

88 

Petrolan* 

7^ 

199 

242 

152 

Nationwide  Corp 

723 

227 

552 

122 

Pfiztr 

145 

342 

534 

104 

PROFITABILITY:  5-Year  Return  on  Equity.        GROWTH:  5Year  Compounded  Annual  Earnings  Per  Share  Growth.         srOCK   MARKET:    5  Year   Price   Change 
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As  seen  on    60  Minutes"  CBS-TV. 


The  trains  are  gone,  now. 
But  the  little  depot  works  on. 


This  little  railroad  station  has  served 
as  our  trademark  for  22  years— 
in  magazine  ads  and  as  our  signature 
on  TV  commercials  — all  across 
the  U.S.A. 

It  symbolizes  our  way  of  working. 
Cooperative. 'Helpful.  Honest  work 
for  honest  pay.  And  its  also  a 
reminder  to  us,  as  a  major  business 
insurer,  to  stay  on  that  track. 

Our  story  is  as  simple  and  straight- 
forward as  our  trademark.  Business 


insurance  is  a  partnership— with 
responsibilities  on  both  sides.  The 
partners  we  seek  are  a  special  breed. 
They  are  willing  to  roll  up  their 
sleeves  and  work  with  us  to  earn 
favorable  rates. 

Our  guidance  and  know-how  can 
help  you  control  losses.  But  your 
commitment  and  effort  are  needed 
to  get  the  job  done  right. 

By  working  together,  we  become 
partners  in  saving  life  and  health 


and  property.  And  insurance  costs. 

We  have  the  way.  Do  you  have 
the  will? 

Come  to  the  source 


Employers  Insurance  of  Wausau 

Wausau,  Wisconsin 


where  to  Find  the  Company 

^H 

^^ 

Industry 
Survey 

^ffl 

Industry 

Survey 

Company 

Profitability 

Growth 

Stock  Market 

Page 

Company 

Profitability 

Growtli 

Stock  Market 

Page 

Phelps  Dodge 

517 

665 

463 

133 

St  Paul  Companies 

492 

764 

218 

122 

Phila  Electric 

633 

708 

621 

130 

St  Regis  Paper 

589 

285 

204 

128 

Philadelphia  Natl 

366 

575 

632 

121 

San  Diego  Gas  &  Elec 

677 

700 

782 

132 

Philip  Morris 

57 

100 

42 

103 

Santa  Fe  Industries 

781 

279 

274 

142 

Philips  Industries 

889 

859 

892 

115 

Santa  Fe  IntL 

338 

190 

197 

74 

Phillips  Petroleum 

423 

265 

69 

152 

Sav-A-Stop 

840 

837 

882 

84 

Phillips-Van  Heusen 

807 

774 

730 

98 

Savannah  Foods 

891 

859 

447 

90 

Pillsbury 

452 

461 

115 

96 

Saxon  Industries 

804 

749 

895 

128 

Pitney-Bowes 

743 

791 

720 

106 

F  &  M  Schaefer 

868 

859 

913 

96 

Pittston 

11 

33 

116 

152 

Schering-Plough 

14 

66 

80 

104 

Pneumo  Corp 

837 

828 

243 

88 

Jos  Schlitz  Brewing 

197 

237 

524 

96 

Polaroid 

718 

778 

780 

103, 115 

Schlumberger 

77 

72 

9 

147 

H  K  Porter 

787 

146 

60 

77 

SCM 

799 

782 

460 

66 

Potlatch 

499 

145 

84 

128 

SCOA  industries 

839 

844 

558 

98 

Potomac  Elec  Power 

659 

606 

550 

132 

Scot  Lad  Foods 

213 

302 

688 

90 

PPG  industries 

592 

283 

346 

62,71 

Scott  &  Fetzer 

74 

372 

240 

66 

Procter  &  Gamble 

123 

295 

126 

103 

Scott  Paper 

683 

735 

668 

103,  128 

Provident  Life  &  Ace 

246 

154 

392 

122 

Scovill  Mfg 

623 

704 

706 

94 

Public  Service  Colo 

539 

608 

612 

132 

Scrivner 

166 

128 

150 

90 

Public  Service  Ind 

336 

579 

435 

130 

Seaboard  Alld  Milling 

612 

103 

494 

90 

Pub  Svc  Elec  &  Gas 

581 

710 

642 

130 

Seaboard  Coast  Line 

753 

120 

729 

142 

Pueblo  International 

810 

834 

902 

88 

Seafirst 

276 

321 

151 

121 

Pullman 

539 

395 

138 

78 

Seagram 

684 

462 

252 

96 

Purex 

377 

552 

470 

103 

G  D  Searle 

18 

222 

387 

104 

Purolator 

93 

424 

315 

137 

Sears,  Roebuck 

443 

507 

399 

84,  120 

Quaker  Oats 

340 

379 

482 

96 

Seatrain  Lines 

912 

859 

899 

142 

Quaker  State  Oil 

54 

115 

317 

152 

Security  Pacific 

572 

621 

692 

121 

Questor 

811 

807 

779 

137 

Servomation 

457 

632 

809 

86 

Ralston  Purina 

233 

348 

79 

96 

Sheller-Globe 

446 

734 

557 

137 

Rapid-American 

878 

859 

742 

84,98 

Shell  Oil 

395 

459 

340 

152 

Rath  Packing 

887 

907 

852 

90 

Sherwin-Williams 

665 

552 

519 

71 

Raytheon 

286 

330 

103 

66,  118. 147 

Shop  Rite  Foods 

827 

829 

900 

88 

RCA 

720 

827 

542 

94,  115,  147 

Sigmor 

1 

15 

462 

152 

Redman  Industries 

910 

859 

903 

115 

Signal  Companies 

564 

174 

276 

66,  137 

Reeves  Brothers 

635 

572 

547 

98 

Signode 

260 

358 

245 

77 

Reichhold  Chemicals 

368 

164 

350 

59 

Simmons 

690 

560 

627 

94 

Reliance  Electric 

130 

495 

415 

147 

Singer 

814 

831 

904 

66,94 

Reliance  Group 

914 

859 

857 

120 

Skaggs  Companies 

406 

411 

165 

86 

Republic  Natl  Ufe 

*» 

•* 

888 

122 

Skyline 

17 

126 

808 

115 

Republic  of  Texas 

186 

108 

360 

121 

A  0  Smith 

806 

786 

825 

137 

Republic  Steel 

760 

642 

382 

134 

SmithKline  Corp 

49 

557 

269 

104 

Reserve  Oil  &  Gas 

486 

17 

358 

152 

So  Carolina  E  &  G 

523 

691 

697 

132 

Revco  D  S 

131 

201 

195 

86 

Southdown 

*  li 

813 

•« 

66 

Revere  Copper 

865 

853 

825 

133 

Southeast  Banking 

360 

625 

850 

121 

Revlon 

105 

274 

303 

103 

So  Calif  Edison 

614 

547 

687 

132 

Rexnord 

425 

466 

343 

77 

Southern  Company 

S69 

656 

716 

132 

R  J  Reynolds  Inds 

67 

356 

290 

103 

So  Natural  Resources 

134 

275 

504 

129 

Reynolds  Metals 

785 

750 

483 

133 

So  New  England  Tel 

679 

640 

478 

132 

Richardson-Merrell 

356 

412 

551 

104 

Southern  Pacific 

795 

637 

522 

142 

Richmond  Corp 

662 

632 

725 

122 

Southern  Railway 

664 

231 

120 

142 

Rich's 

570 

648 

652 

84 

Southland  Corp 

366 

228 

267 

88 

Riegel  Textile 

653 

437 

260 

98 

Southwest  Forest  Inds 

695 

401 

833 

71,  128 

Rite  Aid 

151 

58 

179 

86 

Southwestern  Life 

455 

215 

403 

122 

Riviana  Foods 

375 

265 

429 

96 

Spencer  Foods 

725 

824 

832 

90 

Roadway  Express 

12 

42 

4 

142 

Sperry  &  Hutchinson 

467 

760 

883 

62 

H  H  Robertson 

430 

453 

409 

71 

Sperry  Rand 

501 

394 

109 

62^  106 

Rockwell  IntI 

425 

584 

263 

66, 118 

Springs  Mills 

825 

413 

601 

98 

Rohm  &  Haas 

505 

370 

177 

59 

Square  D 

81 

558 

392 

147 

Rohr  Industries 

830 

838 

851 

118 

Squibb 

157 

324 

325 

104 

Roper  Corp 

802 

803 

807 

94 

A  E  Staley  Mfg 

272 

173 

15 

90 

Rose's  Stores 

780 

821 

823 

84 

Standard  Brands 

221 

407 
289 

156 
321 

96 

Ryder  System 

838 

839 

787 

142 

Standard  Oil  Calif 

352 

152 

Safeco 

500 

788 

280 

122 

Standard  Oil  Ind 

294 

182 

105 

152 

Safeway  Stores 

251 

345 

216 

88 

Standard  Oil  Ohio 

748 

702 

77 

152 

Saga  Corp 

88 

168 

754 

86 

Stanley  Works 

492 

318 

466 

94 

St  Joe  Minerals 

61 

282 

24 

133, 152 

Stauffer  Chemical 

184 

233 

40 

59 

St  Louis-San  Fran  Ry 

815 

752 

743 

142 

Sterling  Drug 

85 

391 

538 

104 

PROFITABILITY:   5Year  Return 

on  Equity. 

GROWTH 

:  5-Year  Comptunded  Annual  Ear 

nings  Per  Share  Growth.         STOCK 
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Delta  is  an  air  line  run  by  professionals, 
like  Carolyn  Baker,  Flight  Attendant. 

In  her  10  years  with  Delta,  she  has 
woiked  every  Delta  aircraft  from  the  67 
passenger  DC^S  to  the  STO^passenger  747. 
She  has  served  thousands  of  people, 
handled  every  sort  of  need. 

But  Carotyii  brings  more  than  ddU  to  her  j<A.  Ste 
has  an  eye  for  an  unfilled  champagne  glass.  An  ear  for 
an  uneasy  child.  A  smile  for  a  tired  veteran  of  tmsiness  battles. 
A  cheerful  word  for  a  lonely  soul.  When  it  comes  to  people, 
Carolyn  Baker  ^like  all  28,000  Delta 
prof^onals^couldn't  care  more. 

Delta  is  rea^whenyou  are.®       &  m 


Tm  db 

This  is  Deltas  Wide-Ride  L-IOII  TriStar  an 
SIS  million  superjet.  Cabins  are  almost  19  feel 
wide.  All  250  seats  are  two-on-the-aisle. 


where  to  Find  the 

Company 

1 

^^1 

^^ 

^H 

Industry 

Survey 

Page 

Company 

^ffl 

m 

Industry 

Survey 

Page 

Company 

Profitability 

Growth 

stock  Market 

Profitability 

Growth 

Stock  Market 

J  P  Stevens 

812 

780 

351 

98 

United  States  Gypsum 

707 

571 

727 

71 

Stewart-Warner 

452 

635 

526 

77 

U  S  Home 

577 

577 

879 

74 

Stokely-Van  Camp 

725 

540 

381 

96 

U  S  Industries 

693 

785 

897 

66 

Stop  &  Shop 

517 

555 

528 

88 

United  States  Shoe 

436 

604 

442 

98 

Levi  Strauss 

142 

158 

496 

98 

United  States  Steel 

651 

231 

65 

134 

Studebaker-WorthJngton 

600 

677 

590 

66 

United  Technologies 

698 

751 

158 

66,118 

Suburban  Propane  Gas 

266 

256 

439 

152 

United  Telecom 

280 

524 

587 

132 

SuCrest 

895 

859 

640 

90 

Univar 

124 

67 

47 

90 

Sun  Chemical 

757 

783 

696 

59 

Universal  Leaf 

439 

415 

286 

90 

Sun  Oil 

320 

354 

473 

152 

UOP 

789 

797 

804 

66 

Sunbeam 

582 

418 

474 

94 

Upjohn 

154 

325 

73 

104 

Sundstrand 

713 

738 

513 

77 

USLIFE 

177 

107 

564 

122 

Super  Food  Services 

380 

258 

489 

90 

USM 

776 

617 

444 

78 

Super  Vaiu  Stores 

119 

281 

187 

90 

Utah  International 

63 

64 

108 

133,  152 

Superior  Oil 

663 

13 

362 

152 

UV  Industries 

235 

284 

308 

147 

Supermarkets  General 

734 

795 

821 

88 

Varian  Associates 

844 

814 

406 

147 

Sybron 

439 

500 

684 

66 

VF  Corp 

138 

136 

191 

98 

Sysco 

153 

98 

188 

90 

Victor  Comptometer 

849 

846 

884 

106 

Talley  Industries 

616 

610 

630 

94 

Va  Electric  &  Power 

501 

590 

700 

132 

Tandy 

310 

62 

86 

86,  115 

Vornado 

813 

810 

872 

84 

Tappan 

862 

859 

863 

94 

Vulcan  Materials 

183 

213 

139 

71 

Tecumseh  Products 

202 

410 

654 

77 

Wachovia  Corp 

387 

494 

680 

121 

Tektronix 

523 

587 

117 

147 

Waldbaum 

438 

365 

449 

88 

Teledyne 

626 

367 

356 

66,  147 

Walgreen 

634 

741 

723 

86 

Tenneco 

191 

387 

305 

66,  129 

Wallace-Murray 

449 

790 

665 

77 

Tesoro  Petroleum 

19 

12 

284 

152 

Ward  Foods 

902 

859 

475 

96 

Texaco 

252 

428 

596 

152 

Warnaco 

730 

739 

721 

98 

Texas  Commerce  Bshs 

246 

155 

38 

121 

Warner  Communications 

68 

447 

655 

115 

Texas  Eastern 

207 

361 

568 

129 

Warner-Lambert 

169 

288 

315 

104 

Texas  Gas  Transmn 

303 

390 

537 

129 

Washington  Natl  Corp 
Washington  Post 

670 
301 

514 
487 

679 
446 

122 
115 

Texas  instruments 

216 

160 

34 

147 

Texas  Oil  &  Gas 

66 

41 

367 

152 

Wean  United 

870 

859 

622 

77 

Texas  Utilities 

306 

450 

570 

132 

Del  E  Webb 

681 

156 

817 

74,  115 

Texasgulf 

147 

406 

90 

133 

J  Weingarten 

733 

761 

480 

88 

Textron 

244 

562 

410 

66 

Weis  Markets 

100 

303 

337 

88 

Thiokol 

258 

119 

161 

59 

Wells  Fargo 

536 

383 

555 

121 

Thriftimart 

858 

842 

678 

88 

West  Point-Pepperell 

750 

687 

208 

98 

Thrifty  Drug  Stores 

599 

696 

666 

86 

Western  Air  Lines 

352 

90 

229 

140 

Tiger  International 

231 

167 

450 

140 

Western  Bancorp 

480 

629 

768 

121 

Time  Inc 

471 

668 

176 

115 

Western  Union 

834 

781 

818 

132 

Times  Mirror 

268 

375 

370 

115 

Westinghouse  Elec 

770 

773 

822 

62,  94.  147 

Timken  Company 

388 

468 

231 

77 

Westmoreland  Coal 

20 

18 

118 

152 

Trane 

651 

666 

846 

71 

Westvaco 

556 

403 

215 

128 

Trans  Union 

347 

486 

521 

78 

Wetterau 

127 

219 

297 

90 

Trans  World  Airlines 

876 
732 

859 
631 

755 
709 

140 
66,  120 

Weyerhaeuser 

149 

150 

219 

71,128 

Transamerica 

Wheelabrator-Frye 

639 

*  n 

443 

77 

Transco  Companies 

351 

746 

785 

129 

Wheeling-Pitts  Steel 

736 

14 

196 

134 

Transway  IntI 

179 

522 

565 

142 

Whiripool 

154 

420 

241 

94 

Travelers 

671 

252 

506 

122 

White  Consolidated 

105 

108 

91 

66 

Triangle  Industries 

679 

299 

683 

591 

591 
539 

133 
66 

White  Motor 

871 

859 

862 
825 

137 
66 

TRW 

Whittaker 

852 

848 

Turner  Construction 

74 

172 

149 

74 

Wickes 

731 

762 

885 

86 

Twentieth  Century-Fox 

433 

«a 

205 

115 

Willamette  Inds 

112 

127 

300 

71.  128 

Tyler 

34 

54 

155 

77 

Williams  Companies 

120 

85 

153 

59 

UAL 

805 

757 

256 

140 

Winn-Dixie  Stores 

56 

305 

143 

88 

Union  Bancorp 

»« 

«* 

** 

121 

Winnebago  Industries 

71 

44 

421 

115 

Union  Camp 

143 

139 

28 

128 

Wisconsin  Elec  Power 

582 

534 

273 

130 

Union  Carbide 

233 

259 

159 

59,62 

Witco  Chemical 

321 

405 

497 

59 

Union  Electric 

616 

740 

651 

130 

F  W  Woolworth 

688 

658 

666 

84 

Union  Oil  California 

384 

465 

244 

152 

Wm  Wrigley  Jr 

230 

504 

281 

96 

Union  Pacific 

783 

551 

127 

142 
137 

Xerox 

45 

166 
65 

698 

106 

Uniroyal 

755 

694 

837 

Yellow  Freight  System 

2 

5 

14? 

United  Brands 

879 

859 

866 

96 

Zaie 

527 

477 

676 

86 

United  Gas  Pipe  Line 

v-t. 

45 

'■'■■■ 

129 

Zapata 

302 

49 

484 

66 

United  Merch  &  Mfrs 

818 

809 

739 

98 

Zayre 

763 

801 

888 

84 

United  Refining 

190 

149 

741 

152 

Zenith  Radio 

343 

766 

610 

94 

U  S  Fidelity  &  Gty 

629 

386 

445 

122 

PROFITABILITY:  5Year  Return 

on  Equity. 

GROWTH 

;  5-Year  C'm 
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The  Admiral  refrigerator  that  saves  you 
three  months  worth  of  electricity. 
That's  Rocliwell  working  for  you. 

Today's  Admiral  refrigerator  oriented  company  like  Rockwell, 

uses  up  to  30%  less  energy  And  it's  also  what  makes  the 

(more  ihan  three  months  worth)  whole  Admiral  line  —  from 

than  our  1974  models.  That  major  household  appliances  to 


amounts  to  enough  electricity 
to  light  an  average  home  for 
eight  months  of  the  year." 

That  s  engineering  technology 
at  work.  It's  what  happens 
when  an  ingenious  manufac- 
turer like  Admiral  becomes  part 
of  a  strong,  technology- 


Admiral  refrigerator  Model  t'lND  2259 
saves  up  to  900  kwh  per  year.  (Average  home 
uses  1300  kwh  for  lighting  a  year.  Source: 
Better  Light  Better  Sight  Institute.) 


oriented  company  like  Rockwell. 
And  it's  also  what  makes  the 
whole  Admiral  line  —  from 
major  household  appliances  to 
television  sets  and  audio 
equipment  —  such  a  logical 
addition  to  our  company.  Now 
we  have  a  broad  consumer 
product  line  —  including 
Rockwell  calculators  and  power 
tools  —  that  can  share  the 
benefits  inherent  in  our  broad- 
based  corporation. 

The  result?  Rockwell's 
technology  keeps  making  our 
down-to-earth  products  work 
harder  —  and  better  —  for  you. 


A 


Rockwell 
Internation 


..where  science  gets  dovwfj- 


For  more  about  us,  write  for  our  annual  report.  Rockwell  International,  Dept.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


TYent  is  more  than  a 
big  name  in  pipe  and  tubing. 
It's  a  fast-growing  part  of 
Colt  Industries. 
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The  Trent  Tube  Division  of  Colt  Industries  is  the 
nation's  leading  producer  of  welded  stainless  steel  pipe  and 
tubing— products  that  have  demonstrated  advantages  in 
high-temperature,  cryogenic,  corrosive  and  nuclear  environ- 
ments. One  reason  forTVent  leadership  is  innovation.  In 
Sales       developing  a  proprietary  tube  production  process. 

In  applying  a  new  Crucible  titanium-stabilized  alloy 
steel  to  the  manufacture  of  tubing  for  use  in 
extraordinarily  corrosive  conditions.  In  respond- 
ing to  new  needs  in  chemical,  food,  beverage,  and 
other  industries.  In  meeting  critical  product 
performance  requirements  in  petroleum  refining, 
liquefied  natural  gas  transportation,  and  electric  power 
generation.  Teamed  with  the  specialty  steels  and  industrial 
products  listed  below,  Trent  pipe  and  tubing  help  make  us  a 
leading  supplier  to  the  industrial  sector  of  the  U.S.  economy. 
For  our  latest  financial  reports,  write  Colt  Industries  Inc, 
Dept.  N2, 430  Park  Avenue,  New  York,  N.Y.  10022. 

Crucible  specialty  steels  D  Ti^ent  welded  stainless  steel  pipe  and  tubing 

Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney  and 

Elox  production  equipment  •  Quincy  compressors  •  Central  Moloney 

transformers  D  Chandler  Evans  fuel  controls  •  Fairbanks  Morse  pumps 

Holley  carburetors  D  Colt  firearms  and  sporting  equipment  P|||f  InflllCtPiOC 


Firearms  & 
Sporting  Equipment 


® 


Lenpths  of  welded  stainless 
steel  pipe  are  fed  through  an 
annealing  furnace  at  the  Trent 
Tube  Division  plant  in  Carroll- 
ton,  Georjria.  In  the  process, 
pipe  is  heated  to  nearly  2,000 
decrees  V.  and  quenched  to 
assure  its  corrosion-resistant 
properties. 
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Dkunond  Inteniati^^ 

has  paid  dividends  every  year 

for  four  generations. 


V«W' 


.K/ 


TheYardleysof  East  Hampton,  NY  FredT..70.  Fred,  94.  Fred  W.,41.  Matthe 


^_  _  ^  ^  ru,  ^^  TheYardleysof  East  Hampton,  NY  FredT.,  70. 

We  began  95  years  ago. 

There  has  never  been  a  generation  gap  with  Diamond  stockholder 
dividends.  Or  any  kind  of  gap. 

We  started  paying  them,  as  Diamond  Match,  in  1882.  And  we  haven't 
missed  a  single  year.  Our  present  annual  dividend  is  $2. 

The  New  York  Stock  Exchange  currently  lists  over  1,500  industrials. 
Only  seven  have  paid  dividends  longer  than  Diamond. 

Some  record  Some  responsibility.     . 


lOIMAL 


Like  raising  a  family.  '^f|?l 

OIAIN/IOND  IT^ 


Diamond  International  Corporation  •  733  Third  AvtdfHHBlVo'rK,  N.Y.  10017 
Forest  Products  •  Packatging  &  Printing  •  Consumer  Products  •  Building  Matf ?T|^^  &  Home  Supplies  •  Machinery  Systems 


Chemicals 


With  prices  up  and  customer  inventories  way  down, 
this  industry  seems  assured  of  a  great  1976. 


A  CHEMICAL  INDUSTRY  executive  of 
our  acquaintance,  when  we  asked 
him  about  1975,  called  it  "a  banner 
year."  We  looked  at  him  as  though 
he  were  crazy. 

After  all,  18  of  the  29  big  chemi- 
cal companies  listed  in  the  Forbes 
Yardsticks  here  reported  earnings  de- 
clines through  the  first  nine  months. 
The  industry's  14.8%  median  return 
on  stockholders'  equity  for  the  latest 
12  months  wound  up  more  than  four 
percentage  points  lower  than  the 
19.1%  earned  the  year  before. 

Banner  year? 

On  closer  inspection,  we  found 
that  the  executive  had  a  point. 
Last  year  looked  bad  only  because 
1974  was  the  best  chemical  year  that 
anyone  can  remember,  while  1975  was 


actually  the  second  best  year. 

What's  more,  despite  a  bad  reces- 
sion in  which  chemical  plants  ran  at 
only  about  75%  of  capacity,  chemi- 
cal prices  actually  rose  industrywide 
by  an  average  of  10%.  Chemical  men 
had  not  resorted  to  their  usual  mind- 
less price-cutting  when  demand  for 
their  products  fell. 

Best  of  all  are  the  future  prospects. 
Chemical  customers  have  just  about 
completed  trimming  down  their  in- 
ventories—which was  why  chemical 
plants  had  to  cut  production  way  back 
last  year.  Now,  with  prices  up  rather 
than  down,  chemical  men  are  fairly 
drooling  over  the  profits  that  seem  to 
lie  just  ahead. 

There  were  a  few  companies  that 
did  manage  to  run  up  earnings  gains 


last  year— the  inventory  selloflF  not- 
withstanding: those  that  specialize  in 
agricultural  chemicals  and  in  indus- 
trial gases.  Farm  income  remained 
high  and  gas  prices  held  up.  So  In- 
ternational Minerals  &  Chemical, 
with  90%  of  its  earnings  in  fertilizers, 
was  able  to  net  more  in  its  June  30 
fiscal  year  than  in  the  previous  eight 
years  combined.  Stauffer  Chemical, 
heavy  in  pesticides  and  herbicides, 
was  able  to  lift  its  latest  12-month 
equity  return  to  24.3%  vs.  a  five-year 
16.5%.  And  all  three  industrial  gases 
companies  on  the  Forbes  list— Air 
Products  &  Chemicals,  Chemetron  and 
Airco— were  able  to  ring  up  big  prof- 
itability gains  during  the  year. 

Others  were  less  lucky,  especially 
the  synthetic  fibers  outfits.  At  Cela- 
nese,  which  leans  on  fibers  for  58%  of 
its  sales,  earnings  dropped  70%.  Three 
of  the  chemical  blue  chips— du  Pont, 
Hercules  and  Rohm  &  Haas— reported 
declines  ranging  between  66%  and 
82%,  thanks  to  fibers. 

More  typical  of  the  industry  as  a 
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anagement  Performance 

PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share    | 

' 

Debt/ 

Net 

Company 

SVur 

S-YMr 

Latwt 

Equity 

Latest 

5-Yoar 

5- Year 

Profit 

SYear 

5- Year 

5-Year 

5-Year 

AmraK* 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

DIVERSIFIED  CHEMICAI 

c 

Dow  Chemical 

23.5% 

1 

29.0% 

0.6 

17.5% 

1 

14.3% 

11.8% 

16.6% 

1 

22.0% 

1 

Diamond  Shamrock 

16.5 

2 

26.9 

0.5 

15.4 

8 

10.5 

10.0 

10.1 

6 

13.9 

4 

Stauffer  Chemical 

16.5 

3 

24.3 

0.4 

17.0 

2 

11.8 

10.2 

9.0 

8 

12.6 

5 

Union  Carbide 

15.5 

4 

17.4 

0.3 

12.9 

4 

11.2 

7.8 

9.0 

9 

12.0 

6 

Monsanto 

15.1 

5 

16.1 

0.3 

12.3 

5 

11.2 

7.9 

9.2 

7 

15.4 

2 

American  Cyanamid 

14.0 

6 

14.8  . 

0.2 

12.0 

3 

11.7 

7.7 

8.6 

10 

6.0 

11 

Reichhold  Chemicals 

13.4 

7 

14.2 

0.4 

10.5 

10 

9.5 

4.0 

15.1 

2 

15.3 

3 

Hercules 

12.6 

8 

3.6 

0.5 

3.4 

7 

10.6 

1.8 

10.6 

5 

5.2 

12 

E  1  du  Pont 

12.6 

9 

4.4 

0.2 

4.0 

6 

11.1 

2.4 

8.5 

11 

1.4 

13 

W  R  Grace 

11.9 

10 

18.8 

0.7 

11.9 

11 

8.6 

4.6 

11.2 

4 

9.6 

8 

Rohm  &  Haas 

11.5 

11 

5.5 

0.5 

4.8 

9 

9.8 

2.8 

13.9 

3 

9.0 

9 

Allied  Chemical 

11.1 

12 

10.8 

0.4 

7.9 

12 

7.7 

4.7 

7.3 

12 

10.4 

7 

Celanese 

7.5 

13 

6.4 

0.5 

5.3 

13 

5.7 

2.6 

7.0 

13 

6.4 

10 

Medians 

134 

14.8 

0.4 

11.9 

10.6 

4.7 

9.2 

10.4 

SPECIALISTS. 

Lubrizol 

24.5% 

1 

24.3% 

0.0 

23.5% 

1 

23.8% 

11.6% 

15.6% 

5 

17.9% 

5 

Naico  Chemical 

22.3 

2 

22.8 

0.0 

21.8 

2 

21.3 

10.2 

11.6 

10 

14.0 

8 

IntI  Minerals  frChem 

19.8 

3 

45.2 

0.6 

25.5 

5 

11.8 

12.6 

11.8 

9 

55.6 

1 

s  Ethyl 

19.0 

4 

20.0 

0.5 

11.6 

6 

10.5 

6.8 

10.2 

11 

14.2 

7 

Williams  Companies 

18.6 

5 

25.0 

1.0 

13.9 

7 

10.5 

14.5 

25.3 

1 

20.1 

2 

Natl  Starch  &  Chem 

17.1 

6 

15.0 

0.3 

11.8 

3 

14.3 

6.2 

12.6 

8 

12.3 

9 

Thiokol 

15.0 

7 

14.0 

0.1 

11.5 

4 

12.3 

4.0 

4.7 

16 

17.5 

6 

Air  Prods  &  Chems 

15.0 

7 

21.8 

0.6 

12.0 

9 

8.6 

7.8 

18.0 

3 

17.9 

4 

Wrtco  Chemical 

14.0 

9 

8.6 

0.5 

6.0 

8 

9.3 

2.2 

12.9 

6 

8.0 

10 

Airco 

9.8 

10 

14.6 

0.4 

9.6 

14 
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whole  was  Union  Carbide.  Its  profits 
were  off  26%  for  the  first  nine  months 
of  1975.  But  the  damage  could  have 
been  much  worse.  Carbide's  prices 
went  up  enough  to  cover  a  17%  de- 
cline in  physical  volume  and  produce 
an   increase  in   dollar  chemical  sales. 

Says  Emil  J.  Mikity,  chemical  ana- 
lyst at  Lehman  Brothers:  "This  pric- 
ing situation  has  been  a  minor  mir- 
acle." When  the  last  recession  struck, 
chemical  companies  obeyed  their  tra- 
ditional instincts  and  chopped  prices 
all  over  the  lot.  Result:  The  industry 
earned  only  8%  on  equity  and  6%  on 
total  capital.  Last  year,  thanks  to 
their  newfound  willpower,  they  fin- 
ished up  with  a  14.8%  equity  return 
and  an  11.6%  return  on  capital. 

In  the  bad,  old  price-slashing  days, 
the  commodity  chemical  makers  al- 
ways got  killed.  Their  stuflF  was  far 
more  susceptible  to  price  warfare. 
Last  year,  however,  they  were  more 
profitable  than  the  specialists,  revers- 
ing the  traditional  relationship.  For 
every  Lubrizol  and  Ethyl,  turning  out 
their  individual  specialties,  there  was 
a  Dow  or  a  Stauffer,  getting  just  as 
rich  turning  out  large-volume  chemi- 
cals  like   chlorine  and  sulfuric   acid. 


That  same  Union  Carbide  of  the 
lower  earnings,  with  50%  of  its  chemi- 
cal sales  in  commodity  chemicals,  was 
nonetheless  earning  a  very  respect- 
able 17.4%  return  on  equity.  That  was 
twice  its  1971  return. 

The  new  attitude  toward  pricing  is 
significant  for  several  reasons.  It  dem- 
onstrates, for  one  thing,  why  reces- 
sions are  no  longer  as  deflationary  as 
they  once  were;  why  inflation  persists 
in  spite  of  reduced  demand.  On  the 
positive  side,  the  unexpected  behavior 
of  prices  demonstrates  a  tougher  and 
more    realistic    attitude    by    manage- 
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ments.  Share  of  market  is  no  longer 
the  main  goal;  adequate  return  on 
capital  now  is.  By  raising  prices  in- 
stead of  cutting  them  when  demand 
is  slow,  chemical  companies  throw 
away  the  apparent  chance  to  increase 
their  market  share;  but  they  also  pre- 
vent wide  swings  in  profits. 

The  new  emphasis  on  profit  stabili- 
ty bodes  well  for  the  economy  in  the 
sense  that  it  helps  ensure  that  there 
will  not  be  inflationary  shortages  in 
the  next  boom.  "In  the  last  ten  years 
the  chemical  industry  has  spent  $35 
billion  on  plant,"  says  Dr.  Anantha 
Raman  of  First  Boston  Corp.  "It  got 
$20  billion  of  that  from  depreciation, 
$10  billion  from  retained  earnings  and 
$5  billion  from  debt.  In  the  next  ten 
years,  the  industry  wiU  spend  $70  bil- 
lion. They  must  have  higher  prices  to 
get  the  additional  capital." 

The  Leading  Edge 

However,  the  chemical  industry 
was  not  entirely  successful  in  bucking 
the  old  law  of  supply  and  demand. 
Even  as  1975  ended,  fertilizer  prices, 
which  had  doubled  from  1974,  began 
to  weaken.  "The  major  buying  na- 
tions, Brazil  and  India,  have  large 
inventories  of  fertilizer,"  explains  Ed- 
win Wheeler,  president  of  the  Fertil- 
izer Institute.  "They  won't  be  back  in 
the  market  until  the  second  quarter 
of  1976."  Temporarily,  at  least,  the 
price  restraint  has  already  been 
breached  in  this  market— but  perhaps 
because  fertilizer  prices  had  become 
unusually  high. 

By  contrast,  the  long-suffering  fiber- 
makers  are  in  for  the  biggest  come- 
back of  all  this  year.  "I  expect  fibers," 
says  William  C.  Williams,  H.C.  Wain- 
wright's  chemicals  analyst,  "to  be  the 
leading  edge  of  recovery.  They  bot- 
tomed sooner,  at  the  end  of  1974, 
while  the  rest  of  the  industry  didn't 
bottom  until  1975's  second  quarter." 
Textile  mills  have  been  full  since  last 
July  and  inventories  have  been  bqui- 
dated.  Celanese,  more  dependent  on 
fibers  than  any  big  chemical  compa- 
ny, ran  a  deficit  in  the  first  quartci 
had  an  earnings  decline  of  over  62'. 
in  the  second,  but  climbed  to  within 
19%  of  1974's  earnings  in  the  third 
quarter. 


Airlift.  Industrial  gases  v^^ere  one  of  the 
chemical  industry's  bright  spots  last  year. 
Contracts  requiring  minimum  payments 
from  big  steel  industry  customers,  re- 
gardless of  their  oxygen  usage,  certainly 
helped.  So  did  the  continued  increase  in 
new  applications  for  gases  in  food  pro- 
cessing, metal  working,  medicine  and 
electronics.  Thus  sales  volume  increased 
in  spite  of  the  recession,  and  in  the  bar- 
gain   prices    and    profits   went    up    too. 
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The  chemical  industry  meets  its 
next  big  test  in  1977-78.  That  is  when 
the  capacity  now  building  comes  on 
stream.  If  the  economy  is  surging  bv 
then,  the  new  capacity  will  find  a 
ready  market.  If  it  isn't,  price-cutting 
restraint  may  be  only  a  memory. 

A  more  immediate  problem  is  feed- 
stocks—the raw  material  of  chemicals. 
Here,  availability  is  as  big  a  question 
mark  as  costs.  The  ammonia  fertilizer 
'  producers,  who  depend  on  interstate 
natural  gas,  have  shortages  now;  they 
will  not  get  enough  gas  to  meet  their 
demands  this  winter.  But  nearly  every- 
one in  the  industry  depends  either  on 
gas  or  on  petroleum  feedstocks.  With 
natural  gas  production  declining  and 
no  one  building  refineries,  the  scram- 
ble is  on  to  secure  long-term  sources. 
Dow  is  looking  to  "control  its  own 
destiny"  by  refining  its  own  feedstocks 
and  fuel.  That,  of  course,  requires  a 
large  capital  investment.  Others,  like 
Monsanto  and  Union  Carbide,  are 
turning  to  long-term  contracts  and  to 
imports.  Carbide  now  imports  most  of 
the  naphtha  it  uses  as  a  basic  feed- 
stock. Says  Richard  J.  Hughes,  Car- 
bide's chemical  manager,  "Every  dol- 
lar that  you  invest  in  raw  materials 
is  a  dollar  that  can't  go  to  the  market- 
place." In  other  words,  with  invest- 
ment capital  tight  there  isn't  enough 
to  go  everywhere.  Which  is  one  more 
reason  why  the  chemical  manufac- 
turers need  substantial  profit  margins; 
without  them,  they  won't  be  able  to 
bid  on  favorable  terms  for  the  needed 
feedstocks. 

All  the  indications  are  that  the  in- 
dustry will  get  the  money.  It  is  hard 
to  see  how  1976  can  be  anything  but 
a  very  good  year  for  chemicals.  After 
many  lean  years,  this  is  a  high-profit 
industry  again.   ■ 
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ulticompanies 


Conglomerates  are  no  longer  the  scarlet  women  of  American 
industry.  Many  of  them  are  now  quite  respectable  matrons. 


One  of  the  surprises  of  the  cur- 
rent rece.ssion  is  how  well  many  of 
the  conglomerates  have  fared.  Sure, 
there  were  horror  stories:  Singer, 
Avco,  Bangor  Punta,  Fuqua,  City  In- 
vesting, U.S.  Industries.  But  their 
troubles  preceded  the  economic 
downturn.  Most  of  1975's  worst  di- 
sasters were  not  conglomerates  at  all, 
but  basically  single-line  companies 
like  W.T.  Grant,  Pan  American  World 
Airways  and  the  real  estate  invest- 
ment trusts.  On  balance,  the  con- 
glomerates have  come  through  the 
latest  12  months  and  the  last  five 
years  about  as  well  as  the  older,  mul- 
ti-industry companies.  The  Forbes 
Yardsticks  tell  the  story.  Despite  the 
fact  that  most  conglomerates  are 
more  heavily  leveraged,  companies 
like  Northwest  Industries,  Ogden  and 
White  Consolidated  (see  p.  66)  fared 
nearly  as  well  with  return  on  capi- 
tal as  the  leading  multi-industry  com- 
panies like  Minnesota  Mining,  Gen- 
eral Electric  and  Union  Carbide,  all 
of  whom  have  far  less  debt. 

It  helped  that  the  conglomerates 
had  their  shakeouts  early,  especially 
in  the  1970-71  downturn,  when  a 
number  of  them  went  to  the  wall 
or  had  close  calls.  Forced  to  put  their 
houses  in  order,  they  were  able  to 
raise  cash  through   divestitures   at  a 


time  when  it  was  easier  to  sell  lag- 
ging businesses. 

"Litton,  the  conglomerate  most  un-^ 
der  the  gun,  was  able  to  sell  oflF  its 
Stouffer's  subsidiary  to  Nestle  in  1973 
for  around  $100  million,  and  last  year 
Litton  itself  was  being  valued  at  only 
about  $120  million,"  says  analyst  Bar- 
ry Bosak  of  Faulkner,  Dawkins  &  Sul- 
livan. "It  worked  out  well  for  them, 
but  divestitures  aren't  that  lucrative 
anymore." 

"The  conglomerate  entrepreneurs 
have  either  departed  or  have  learned 
their  lesson,"  says  George  Griffin,  se- 
nior vice  president  for  finance  at  a 
now  Ling-less  LTV  Corp.  "Profession- 
al management  is  now  running  most 
big  conglomerates,  and  they  are  try- 
ing to  do  the  same  thing  we're  trying 
to  do— manage  what  we've  got  and 
somehow  change  our  capital  struc- 
ture toward  less  debt." 

If  only  James  Ling  had  made  a 
stock  offering  in  1968  or  1969  when 
LTV  common  was  selling  for  ten 
times  what  it  is  today,  says  Griffin 
wistfully.  Ling  might  still  be  chair- 
man of  LTV.  And  LTV  might  not 
have  had  to  sell  off  its  most  promising 
operations  just  to  stay  alive.  But  Ling, 
like  so  many  other  conglomerate  en- 
trepreneurs, didn't  believe  in  reces- 
sions.   He    talked    of    leveraging   his 


equity,  never  pausing  to  digest— "ac- 
quiring Greatamerica  and  issuing  half 
a  billion  in  debt,"  Griffin  recalls,  "and 
then  a  few  months  later  going  into 
Jones  &  Laughlin  Steel  for  $425  mil- 
lion cash,  which  had  to  be  raised 
through  short-term  borrowings  and 
dispositions." 

Today,  after  major  divestitures— 
Braniff  Airways,  Wilson  Sporting 
Goods,  Wilson  Pharmaceutical  & 
Chemical,  National  Car  Rental  and 
interests  in  Greatamerica  Corp.— LTV 
is  fighting  to  get  back  to  a  1  to  1 
debt/ equity  ratio  over  the  next  five 
years  through  retained  earnings  and 
debt  buy-backs.  It  even  had  a  22% 
return  on  equity  to  show  for  the 
12  months  through  June,  a  perfor- 
mance then  topped  only  by  North- 
west Industries  and  Ogden  among  all 
multicompanies.  But  that  return  is 
high  largely  because  LTV's  equity 
is  still  quite  low  compared  with  its 
huge  debt.  As  1975  drew  to  a  close, 
LTV's  steel  earnings  were  headed 
down,  with  an  added  push  from  the 
company's  heavy  debt  charges. 

Other  conglomerates,  such  as  Sig- 
nal, Teledyne  and  Dayco,  though,  are 
further  along  the  way  toward  clean- 
ing up  their  balance  sheets. 

It's  a  kind  of  vindication  of  the 
conglomerate  concept  that  some  old, 
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One  of  a  series  of  reports 
about  United  States  Steel. 


Presented  by  J.  M.  Curto, 
Group  Vice  President-Steel. 


U.S.  Steel's  reorganization 
creates  four  new  steel  divisions. 

In  1974,  U.S.  Steel  reorganized 
its  steel  operations  into  four 
geographic  (steelmaking  and 
marketing)  divisions,  each  division 
charged  with  responsibility  for 
decision  making  and  profit-making 
in  the  areas  where  their  products 
are  made  and  sold.  The  strategy: 
closer  coordination  of  production 
and  sales,  faster  response  to 
customer  needs  and  competitive 
challenges. 

U.S.  Steel's  Eastern  Steel 
Division,  if  it  were  a  company  by 
itself,  would  rank  as  the  third 
largest  steel  producer  in  the 
country.  The  Central  Steel  Division 
serves  the  largest  steel  market  in 
the  free  world.  The  Southern  Steel 


Division  serves  markets  that  are 
growing  lately  at  the  fastest  rate  in 
the  nation.  The  Western  Steel 
Division,  by  serving  the  large 
tinplate  users  in  the  country,  also 
typifies  the  reorganization 
philosophy  of  being  nearby, 
neighborly,  and  fast  acting. 

There's  a  new  girl  in  town. 

It's  traditional  to  give  blast 
furnaces  female  names,  but  we 
haven't  found  one  yet  for  new 
No.  13  at  our  Gary,  Indiana  Works. 
In  the  meantime  it's  enough  to 
know  that  she's  the  newest  and 
largest  blast  furnace  in  the 
Western  Hemisphere. 

You  might  call  her  a  sophisti- 
cated lady.  She  bristles  with 
technological  advances  that  give 
her  a  potential  to  produce  8,000 
tons  of  molten  iron  daily.  One  is  an 
innovative  combination  of  casting 
jiotches  that  makes  it  possible  to 
cast  iron  95  percent  of  the  time, 
through  two  of  three  of  the 
notches  simultaneously. 

At  top  operating  levels,  her 
blast  temperature,  wind  rate,  and 
unique  high-pressure  top  are 
designed  to  convert  raw  materials 
into  quality  molten  iron  in  less 
than  six  hours. 

No.  13  is  one  of  the  latest 
facilities  to  join  Gary  Work's 
modernization  program,  which 
includes  the  nation's  first  Q-BOP 
furnaces.  This  faster  and  more 
efficient  process  was  pioneered  in 


the  U.S.A.  on  a  large-scale 
production  basis  by  U.S.  Steel. 
The  combination  is  productivity 
that's  hard  to  beat. 

Torture  testing  a  truck. 

It  all  started  with  a  USS 
development  for  a  new  truss 
frame  system  for  trucks.  We  don't 
make  truck  frames,  but  our  auto- 
motive marketing  people  are 
generally  thinking  up  new  ways 
to  get  more  mileage  out  of  steel. 
In  this  case,  the  combination  of 
steel  and  a  new  truss  design 
promises  weight  savings  of  20% 
or  more  plus  improved  suspension 
performance. 

To  make  sure  of  the  latter,  the 
Nevada  Automotive  Test  Center 
devised  a  grueling  seven-course 
test  program  12,000  miles  long 
that  simulated  50,000  miles  of 
driving  for  a  typical  four-wheel 
drive  pickup  truck. 

It  came  complete  with  a  frame 
twist  course  that  put  devastating 
demands  on  the  frame,  a  utility 
line,  cross-country  service  road 
course,  Belgian  block  and  serpen- 
tine courses  that  are  sheer  torture 
to  vehicles,  and  more. 

When  the  truck  received  its 
graduation  diploma,  it  had  made 
the  grade  and  then  some.  Next 
stop:  Detroit,  where  our  ideas  are 
available  to  manufacturers  for  their 
use.  U.S.  Steel,  600  Grant  Street, 
Pittsburgh,  PA  15230. 


If  you  would  like  a  Stock  Value  Growth 
Calailator,  ivrite  to  us,  P.O.  Box 86 (C-502), 
o>i  your  letterhead. 


njgS)  We're  involved, 


TRADEMARK 


Sandwiching  the  vola- 
tile aircraft-engine 
business  of  United 
Technologies  between 
more  stable  businesses 
like  telephone  cable 
and  elevators  is  what 
Joseph  Friedman  of 
Chromalloy  American  ^ 
calls  "glamour  on  rye." 


straight-line  companies  are  becoming 
semiconglomerates.  "There  is  a  very, 
very  strong  \indercurrent  of  acquisi- 
tion interest  today,"  says  Willard 
Grimm,  head  of  W.T.  Grimm  &  Co., 
the  Chicago  merger  broker. 

In  most  cases,  that  acquisition  in- 
terest is  now  coming  from  a  diflFerent 
quarter:  cash-rich,  old-Une  companies 
that  are  anxious  to  cushion  the  grovi^- 
ing  risks  in  their  original  businesses. 
The  concept  of  conglomeration  sud- 
denly seems  to  have  gained  respect- 
ability. First  it  was  the  big  oil  com- 
panies hke  Mobil  acquiring  $4.7-bil- 
lion  Marcor  in  1974,  and  Gulf  mak- 
ing eyes  at  (assets:  $4.4  billion)  CNA 
Financial— eventually  picked  up  by 
Loews  (Forbes,  Sept.  15)— and  $4.4- 
billion  Rockwell  International,  itself 
an  old-line  company  only  recently 
turned  conglomerate.  More  recendy, 
it  is  old  United  Aircraft— now,  shades 
of  the  Sixties,  United  Technologies 
(Forbes,  Apr.  15)— acquiring  first 
Essex  International  in  1974  and  then 
laying  siege  to  Otis  Elevator,  billion- 
dollar  companies  both. 

To  veteran  conglomerate  chief  ex- 
ecutives like  Chairman  Joseph  Fried- 
man of  Chromalloy  American,  how- 
ever, United's  interest  in  Essex  and 
Otis  is  an  old,  old  ploy— "putting 
glamour  on  rye,"  as  Friedman  puts  it. 
"I'm  a  superstitious  Hungarian,"  says 


friedman.  "I  can  remember  when  we 
made  our  first  breakthrough  in  the 
aerospace  industry  with  metallurgical 
coatings  in  1958.  I  told  our  directors, 
'We  have  no  guarantee  we'll  keep  this 
preferred  position  forever,  so  we'd  bet- 
ter take  some  of  these  profits  and  in- 
vest them.'  So  I  surrounded  our  met- 
allurgical laboratory  with  a  sandwich 
of  businesses  like  foundries,  which 
were  more  or  less  bread  and  butter 
and  weren't  dependent  on  some  tre- 
mendous scientific  breakthrough,  but 
had  an  uninterrupted  history  of  com- 
fortable earnings." 

And  that  (despite  United  Tech- 
nologies' somewhat  dated  talk  of  syn- 
ergy) is  the  continuing  appeal  of  con- 
glomeration: the  comforting  contra- 
cyclicality  of  a  more  broadly  diversi- 
fied earnings  base,  and  the  increased 
opportunity  to  shift  capital  to  where 
the  return  is.  U.S.  companies  now 
face  the  prospects  of  increasingly 
scarce  (and  expensive)  capital  and 
uncertain  economic  recovery.  Under 
such  conditions,  the  conglomerate 
concept  has  obvious  attractions. 

These  are  not— happily— the  same 
attractions  that  caught  the  eyes  of 
men  Hke  James  Ling.  The  accountants 
have  been  mending  their  fences  in  the 
interim.  Accounting  Principles  Board 
Opinion  17,  issued  in  August  1970 
and  requiring  the  amortization  of  any 


premium  paid  over  fair  value  for  an 
acquisition,  is  generally  credited  with 
halting  the  "Chinese  money"  excesses 
of  the  late  Sixties.  There  are  still  a 
few  bookkeeping  gimmicks  that  make 
takeovers  artificially  attracti\e  today, 
such  as  the  lure  of  sharply  lowered 
depreciation  charges  (and  higher  re- 
ported earnings)  that  result  from 
buying  companies  below  book  value. 
That  factor  undoubtedly  influenced 
Emhart's  recent  bid  for  USM,  and 
Crane's  bid  for  Anaconda  (Forbes, 
Oct.  1).  But  by  the  end  of  1976  the 
Financial  Accounting  Standards 
Board  is  expected  to  issue  a  revised, 
stiffer  set  of  merger  accounting  Riles 
that  may  well  eliminate  that  and  oth- 
er ploys.  From  here  on,  it  is  likely 
that  conglomerate  acquisitions  will  be 
motivated  mainly  by  economic,  rath- 
er than  bookkeeping  reasons. 

For  the  multi-industry  companies, 
results  have  always  had  more  to  do 
with  business  than  bookkeeping— 
which  is  one  reason  why  Forbes  be- 
gan classifying  them  separately  from 
the  conglomerates  in  the  Yardsticks. 
When  the  chemical  business  is  good, 
as  it  has  been  in  recent  years  {see  p. 
59 ) ,  profit  returns  for  the  likes  of 
Union  Carbide  and  FMC  Corp.  look 
good.  When  business  in  tires  or  major 
appliances  drops,  results  at  General 
Tire  and  at  General  Electric  reflect  it. 

Increasingly,  the  results  of  the  con- 
glomerates will  also  reflect  actual 
business  trends.  That  will  leave  in- 
vestors with  only  one  major  remain- 
ing difficulty  in  sizing  up  conglom- 
erates' results:  their  generally  great- 
er product-line  diversity.  If  their 
earnings  reflect  actual  business  trends, 
rather  than  bookkeeping  maneuvers," 
which  of  a  dozen  or  so  businesses 
has  the  most  effect? 

Here,  too,  progress  has  been  made. 
Since  1974  the  Securities  &  Exchange 
Commission  has  encouraged  diversi- 
fied companies  to  disclose  breakdowns 
of  major  lines  of  business  in  their 
stockholder  reports.  The  Financial  Ac- 
counting Standards  Board,  in  a  seg- 
mental reporting  rule  that  could  be 
issued  as  early  as  spring  of  1976,  has 
greatly  refined  those  disclosure  rr- 
quirements. 

"We  took  action  because  reporting 
practices  under  the  SEC  re(iuirements 
were  quite  varied,"  says  Paul  Pacter, 
deputy  technical  director  of  the 
FASB.  "Suppose  a  company  is  in  25 
different  industries,  only  three  of 
which  account  for  10%  of  earnings. 
Under  the  SEC  ruling,  the  company 
would  be  required  to  disclose  infor- 
mation about  only  the  three  ten-per- 
centers. So  in  effect  that  report  would 
only  explain  30%  of  the  consolidated 
statements.  We  have  added  a  recpiire- 
ment  that   says,   notwithstanding   lh(> 
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No  other  energy  comes  close  to 
natural  gas  in  its  importance  to 
American  industry.  Gas  supplies 
nearly  twice  as  much  energy  to  our 
factories  as  any  other  fuel  does. 

Millions  of  jobs  depend  on 
natural  gas. 

Because  natural  gas  supplies  so 
much  of  industry's  energy,  it  helps 
keep  millions  of  jobs  going.  Maybe 
yours.  Most  of  the  products  you 
use  are  related  to  gas  in  some  way. 
It's  clear  that  gas  is  vital  to  our 
economy— and  to  forty  million  fam- 
ilies who  heat  and  cook  with  it. 

There's  no  alternative  to 
natural  gas. 

Natural  gas  provides  the  largest 
share  of  energy  produced  here  in 


the  U.S.  No  other  energy  is  avail- 
able in  large  enough  quantities  to 
take  its  place,  or  do  all  that  natural 
gas  does.  Gas  is  the  largest  sin- 
gle energy  source  for  .'esidential, 
commercial  and  industrial  uses. 
There's  a  huge  resource  of 
natural  gas  in  the  U.S. 
It's  under  the  ocean.  Up  in  the  Arctic. 
In  the  deepest,  most  difficult  places. 
The  gas  industry  is  ready  to  invest 
billions  of  dollars,  and  take  the  busi- 
ness risks  necessary  to  get  this  gas. 
But  much  of  this  work  waits  on  the 
tough  energy  decisions  America 
must  make.  And  soon.  We  need  your 
understanding  and  support  if  we're  to 
solve  the  critical  shortage  of  natural  ^ 
gas.  And  we  need  your  help  in 
conserving  gas. 


IkSf'  A  American  Gas 
HwM  Association 


10%  test,  your  information  must  ex- 
plain at  least  75%  of  the  company." 

Whereas  the  SEC  left  it  up  to  the 
company  to  decide  what  its  "lines 
of  business"  were,  frequently  result- 
ing in  excessively  broad  and  not  very 
informative  groupings,  the  FASB  has 
provided  a  Ust  of  criteria  to  help 
companies  decide  what  product  lines 
are  sufficiently  related  to  be  consid- 
ered in  the  same  industry.  It  has  also 
taken  a  stab  at  requiring  disclosure 
of  common  costs,  such  as  "general 
and  administrative  expense,"  which 
analysts  have  long  suspected  were 
used  to  hide  unusually  profitable  sub- 
sidiaries from  competitive  eyes. 


Some  analysts  are  skeptical  about 
increased  disclosure.  They  think  that 
greater  detail  will  make  it  harder  for 
them,  and  for  individual  investors, 
to  get  an  "overview"  of  a  diversi- 
fied company.  "It's  hke  women,"  says 
Faulkner,  Dawkins'  Bosak.  "Maybe 
they  are  more  attractive  with  their 
panties  on.  When  you  realize  what 
makes  up  these  companies,  it  shoots  a 
lot  of  overview  theories,  and  that 
makes  it  diflBcult  to  package  for  a 
portfolio  manager  or  for  the  average 
investor.  You  end  up  embroiled  in 
minutiae.  I  am  interested  in  segmen- 
tal reporting  for  a  company  like  Sper- 
ry  Rand,  which  has  a  good  computer 


operation  you  can  attach  a  story  to. 
There,  the  segmental  reporting  will 
help  you  quantify  the  risks  in  the 
rest  of  the  company.  But  how  do  you 
get  an  overview  story  for  these  con- 
glomerates now?"  Investors,  however, 
haven't  been  buying  "stories"  for 
quite  a  while.  Stories  burned  them 
the  last  time,  especially  when  it  came 
to  conglomerate  stocks. 

But  one  story  investors  might  want 
to  investigate  fiirther  right  now  is 
this:  The  conglomerates  aren't  as  bad 
oflF  as  you  might  think;  a  few  of  the 
better  run  ones,  what  with  their  di- 
versification and  more  moderate  le- 
verage, might  be  very  well  oflF.   ■ 


MULTrCOMPANIES— CONGLOMERATES: 

Yardsticks  of  Management  Performance 

PROFITABILITY 

H                     GROWTH 

Return  on  Equity 

Debt/ 

Return 

on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Ycar 

5Yeer            5-Year 

5Ye«r 

Average 

Rank 

12  Months 

Ratio 

12MontlM 

Rank 

Average 

Margii 

1            Average 

Rank             Average 

Rank 

Northwest  Industries 

27.9% 

1 

36.1% 

0.6 

12.4% 

7 

10.4% 

8.20/0           5.7% 

41                  28.5% 

2 

Scott  &  Fetzer 

20.8 

2 

14.9 

0.3 

12.0 

1 

20.6 

5.4 

18.3 

8                8.9 

19 

Whtte  Consolidated 

19.3 

3 

19.9 

1.0 

10.1 

12 

9.0 

3.6 

12.3 

19              18.1 

5 

AMF 

17.5 

4 

11.7 

0.6 

8.1 

5 

11.1 

3.2 

11.6 

21               12.6 

12 

National  Svc  Inds 

17.2 

5 

12.0 

0.1 

10.1 

2 

14.5 

3.9 

9.9 

30                6.4 

22 

Ogden 

17.1 

6 

22.4 

1.2 

10.1 

20 

8.3 

2.9 

8.0 

38              12.8 

11 

Tenneco 

16.3 

7 

18.2 

0.9 

8.7 

22 

7.8 

5.9 

15.6 

13                8.5 

20 

Gulf  &  Western  Inds 

16.2 

8 

24.4 

1.7 

9.8 

27 

7.4 

5.4 

12.9 

16               16.0 

8 

LTV 

15.2t 

9 

9.1 

2.5 

6.7 

39 

5.3 

0.8 

10.0 

29                DP 

Textron 

15.2 

10 

13.2 

0.5 

9.7 

4 

12.0 

3.9 

4.9 

44                4.3 

25 

1(1  international 

14.7 

11 

14.3 

1.0 

9.1 

16 

8.7 

5.0 

16.7 

12               16.3 

7 

Raytheon 

14.6 

12 

17.0 

0.2 

14.7 

3 

12.7 

3.2 

8.3 

35                 9.9 

15 

Chromalloy  American 

14.5 

13 

11.7 

1.1 

7.3 

19 

8.5 

2.6 

24.7 

4                3.3 

28 

TRW 

14.4 

14 

14.2 

0.6 

9.7 

6 

10.7 

3.8 

9.7 

31                3.8 

27 

Zapata 

14.3 

15 

17.2 

1.4 

8.9 

31 

7.1 

8.6 

19.8 

6              26.1 

3 

Amfac 

13.9 

16 

13.3 

0.7 

8.6 

11 

9.3 

3.5 

30.4 

2               15.1 

9 

AIco  Standard 

13.6 

17 

17.7 

0.4 

13.1 

8 

10.3 

3.3 

30.9 

1               11.8 

14 

Dayco 

13.3 

18 

11.7 

2.0 

5.6 

35 

6.2 

1.8 

12.8 

17                2.7 

30 

Brunswick 

13.3 

19 

6.9 

0.9 

5.5 

9 

10.1 

2.5 

11.0 

23              24.0 

4 

Walter  Kidde 

12.6 

20 

13.4 

0.5 

8.8 

13 

8.9 

3.8 

10.8 

26               17.1 

6 

Rockwell  IntI 

12.5 

21 

10.0 

0.5 

7.3 

14 

8.9 

2.1 

5.5 

42                3.9 

26 

Sybron 

12.4 

22 

12.2 

0.5 

9.5 

10 

9.9 

4.4 

8.9 

32                5.7 

23 

W  R  Grace 

11.9 

23 

18.8 

0.7 

11.9 

17 

8.6 

4.6 

11.2 

22                9.6 

16 

Dart  Industries 

11.7 

24 

10.4 

0.3 

8.6 

15 

8.8 

5.7 

10.9 

25                9.3 

17 

IntI  Tel  &  Tel 

11.5 

25 

8.6 

0.5 

6.7 

18 

8.6 

3.2 

18.9 

7                5.4 

24 

Signal  Companies 

10.8 

26 

7.6 

0.3 

5.9 

22 

7.8 

2.7 

1.9 

49               14.8 

10 

Studebaker-Worthington 

10.4 

27 

8.2 

0.7 

5.9 

26 

7.4 

1.4 

10.6 

27                0.8 

32 

National  Industries 

10.3 

28 

20.4 

0.8 

13.7 

25 

7.5 

2.5 

14.9 

14              67.3 

1 

Teledyne 

10.0 

29 

13.5 

0.7 

7.5 

32 

7.1 

3.1 

12.4 

18                9.0 

18 

A-T-0 

9.8 

30 

11.7 

1.1 

7.8 

30 

7.3 

2.4 

8.9 

32                7.1 

21 

Amtel 

9.8 

31 

14.0 

0.4 

8.7 

28 

7.4 

2.1 

24.0 

5              -0.9 

34 

U  S  Industries 

8.9 

32 

def 

0.3 

0.4 

21 

8.1 

def 

17.6 

10              -5.7 

38 

United  Technologies 

8.8 

33 

15.6 

0.3 

10.6 

36 

6.1 

3.3 

3.5 

45              -2.3 

35 

Lear  Siegler 

8.6 

34 

12.7 

0.6 

8.3 

29 

7.3 

3.1 

5.5 

43              -9.4 

40 

Allied  Products 

8.5 

35 

0.7 

1.2 

1.6 

38 

5.7 

0.2 

8.0 

37                2.3 

31 

Fuqua  Industries 

8.3 

36 

0.2 

1.2 

2.3 

34 

6.2 

0.1 

13.3 

15              -3.1 

36 

Transamerica 

8.1 

37 

6.5 

0.8 

5.4 

33 

6.4 

2.3 

10.9 

24                 2.7 

29 

City  Investing 

7.7 

38 

2.2 

1.1 

3.8 

37 

6.1 

1.1 

26.3 

3              11.8 

13 

UOP 

6.0 

39 

5.3 

0.5 

4.6 

43 

4.4 

1.6 

10.6 

28             -7.3 

39 

IC  Industries 

5.6 

40 

5.2 

0.6 

3.8 

42 

4.4 

3.0 

12.3 

20                0.4 

33 

SCM 

5.5 

41 

8.8 

0.7 

6.4 

41 

4.5 

1.9 

7.0 

39             -5.3 

37 

Singer 

5.0 

42 

def 

0.6 

def 

40 

5.3 

def 

8.3 

36            -15.0 

42 

Whittaker~ 

2.5 

43 

1.6 

1.0 

3.3 

46 

^3.3 
*3.9 

0.5 

3.4 

47            -24.9 

'  43 

American  Standard 

2.2 

44 

11.4 

0.8 

7.7 

44 

2.6 

5.7 

40            -29.6 

44 

Litton  Industries 

1.6 

45 

4.1 

0.8 

4.0 

47 

2.5 

1.1 

8.6 

34            -30.0 

45 

Avco 

def 

46 

def 

1.4 

3.2 

45 

3.4 

0.3 

2.9 

48                PD 

46 

Bangor  Punta 

def 

47 

10.8 

1.1 

6.5 

48 

1.1 

3.6 

3.4 

46                PD 

46 

National  Kinney 

deft 

48 

def 

4.9 

1.1 

24 

7.6t 

def 

18.0^t 

9                PD 

46 

Southdown 

•» 

3.2 

1.0 

2.8 

<<» 

0.9 

16.8« 

11        -9.bn 

41 

Industry  Medians 

11.6 

11.7 

0.7 

7.7 

'.6 

2.9 

10.9 

4.9 

Note:  Explanation  of  Yardstick 
••Not  available;  not  ranked. 

calculations  or 

page  42 

t  Four-y« 

lar  average. 

ft  Three-year  growth 

def-Deficit.        D-P  Deficit  to  profit; 

not  ranked.       P  0  Profit  to  deficit 
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TRW  has  a  way  to  tilt  giants  upright  in  the  ocean. 

With  dectronics. 


Setting  this  50-story  drilling  and 
production  platform  upright  in  the 
Morth  Sea  was  a  complex  job. 

The  system  that  opened  the 
valves  in  the  flotation  tanks  and 
sent  thousands  of  gallons  of  water 
pouring  in  was  vital  to  the  whole 
operation.  Success  depended  on  it 
operating  with  split-second  accuracy. 

So  a  company  called  TRW  built 
an  electronic  control  system  that 
gave  the  control  engineer  instant 
telemetry  from  each  of  the 
flotation  tanks  and  computerized 
control  of  the  entire  flooding 
sequence. 

Once  he  ordered  "crash  dive! 
there  was  no  turning  back.  In  60 
seconds  this  16,300-ton  structure 
had  to  plunge  into  a  45-degree  angle 

The  giant  tilted  — exactly  right. 

Now  man  can  drill  and  produce 
oil  in  deeper  waters  than  he  has 
ever  tried  before. 


A  COMPANY  CALLED 


'f^' 


No  bowl  can  be  filled  until 
the  food  is  at  hand. 


Two  things  have  to  be  done  to 
keep  people  fed. 

Someone  has  to  produce 
food.  Someone  has  to  make  it 
available  where  people  need  it. 

Producing  food  to  match 
increasing  need  requires  not  only 
better  usage  of  lands  already  under 
cultivation,  but  making  far  more 
of  the  worlds  neglected  lands 
productive. 

The  second  requirement — 
processing,  packaging,  and 
distributing  foods  so  they  can  be 
consumed  in  the  next  town,  next 
country,  or  next  hemisphere— is 
just  as  important  as  the  first. 

FMC  is  involved  with  both 
needs.  Not  only  does  it  provide 
equipment  and  technology  to 
expedite  the  growing  and 
harvesting  of  food,  it  also  provides 
systems  to  expedite  the  processing, 
packaging,  and  distribution  of 
food.  For  example: 

For  fruits  and  vegetables 


distributed  fresh,  FMC  machines 
automatically  wash,  size,  sort,  pack, 
even  apply  protective  coatings  to 
the  product  when  needed. 

To  preserve  foods,  FMC 
machines  juice,  or  peel,  remove 
pits,  fill  jars  or  cans,  cook,  label 
and  pack  the  product  for  shipping. 

Even  eggs,  fragile  as  they  are, 
can  be  washed,  sorted,  candled, 
graded,  and  packed  automatically. 

For  foods  that  need  packages, 
there  are  FMC  machines  that  can 
wTap  them,  put  them  in  pouches, 
bags,  or  boxes,  and  print  the  labels. 
Even  filling  machines  to  portion 
pre-cooked  meals. 

Such  ideas  cannot  eliminate 
the  world's  food  problems,  but  if 
the  problems  are  to  be  solved, 
scientific  technology  such  as  FMC  s 
will  have  to  play  a  leading  role. 

There  are  efficient  ways  to 
fill  the  bowls. 

FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601. 

•FMC 


Our  Fy  rol  76  is 
helping  her  parents 
rest  easy,  too. 

Fyrol  76  is  one  of  our  full  line  of  flame  retardants  for 
all  kinds  of  basic  materials.  Materials  like  textiles, 
especially  children's  sleepwear.  And  urethane  foams 
for  automotive  interiors  and  building  insulations. 
Flame  retardants  are  big  growth  products  for  us. 

But  that's  just  one  growth  area  at  Stauffer.  We'd  like 
you  to  know  about  some  of  the  other  things  we 
make,  too. 


Like  high-style  vinyl  wallcoverings  for  residential    ' 
and  commercial  use. 

Agricultural  chemicals  that  improve  weed  control 
in  a  wide  variety  of  crops. 

And  food  ingredients  that  make  the  foods  you  eat 
not  only  more  nourishing,  but  also  more  interesting. 

There's  a  lot  more  going  on  at  Stauffer.  All  over  the 

world. 

Get  to  know  all  about  us.  Send  for  our  Annual 
Report.  It's  chock  full  of  facts  about  a  growth 
company.  Stauffer  Chemical  CompKiny,  Westport, 
Connecticut  06880. 

Stauffer  Chemical  Company 

Get  to  know  us  better, 


I 


Construction 


How  much  worse  can  homebuilding  get? 
How  much  better  can  heavy  construction  be? 


Construction  is  like  any  other  busi- 
ness. When  hard  times  hit,  it  gets  hit 
too.  People  build  fewer  homes,  com- 
panies build  fewer  plants,  govern- 
ments build  fewer  highways. 

But  don't  count  on  using  last  year's 
recession  to  explain  the  accompany- 
ing Forbes  Yardsticks  results  for  the 


construction  companies.  The  home- 
builders  and  their  suppliers  were  in 
the  midst  of  their  own  private  reces- 
sion—one that  began  before  the  econ- 
omy hit  the  skids  and  is  likely  to  last 
long  after  it  recovers. 

The  heavy  construction  outfits,  by 
contrast,  were  enjoying  their  own  pri- 


vate boom— or  at  least  those  in  energy- 
related  fields  were  {see  p.  74). 

The  current  recession  is  almost  the 
smallest  part  of  the  homebuilders' 
troubles.  Even  if  unemployment  were 
to  drop  sharply  and  inflation  to  slow 
down,  the  damage  has  been  done: 
The  price  of  a  new  home  has  simply 
risen  beyond  the  reach  of  all  but  high- 
er income  Americans.  As  builder  Wil- 
liam Levitt  of  Levittown  fame  told 
Forbes:  "You  can't  buy  a  single-fam- 
ily house  in  any  U.S.  metropolitan  re- 
gion for  less  than  $45,000." 

Recognizing  that  their  basic  prod- 


CONSTRUCTION 

-BUILDING  MATERIALS 

>:  Yardsticks  of  Management  Performance 

PROFITABILITY                                         ■ 

GROWTH 

Return  on  Equity 

OaM/ 
Equity 
Ratio 

Return  on  Total  Capital 

Net 
Profit 
Margin 

Sales 

Earnings/Share 

Company 

5-Y*ar 
AwraKa 

5-Yaar 
Rank 

Latast 
12  Month* 

Latatt 
12  Months 

S-Yoar 
Rank 

5-Yaar 
Average 

5-Year 
Average 

5-Yeai 
Rank 

5-Year 
Average 

5-Year 
Rank 

Georgia-Pacific 

Willamette  inds 

Weyerhaeuser 

Champion  IntI 

Southwest  Forest  Ind 

Boise  Cascade 

20.0%t 
19.0 
17.5 
11.8 

8.9 

1.2 

1 
2 
3 
4 
5 
6 

16.0% 

16.6 

12.7 

9.0 

4.5 

8.3 

0.9 
0.6 
0.6 
0.8 
1.0 
0.6 

8.3% 
10.9 
8.7 
5.6 
3.9 
5.9 

3 

1 

2 
4 
5 
6 

9.5%t 
13.2 
12.5 

6.9 

6.3 

1.7 

6.4% 

7.6 

7.9 

2.6 

1.5 

4.8 

17.8% 

17.7 

14.3 

11.4 

31.4 

-1.1 

2  17.5% 

3  16.8 

4  15.9 

5  6.3 
1                8.1 

6  -44.9 

1 
2 
3 
5 
4 
6 

Medians 

14.7 

10.9 

0.7 

7.1 

u 

5.6 

16.0 

12,0 

CEMENT  &  GYPSUM- 

^^^^ 

ideal  Basic  Inds 

Lone  Star  Industries 

United  States  Gypsum 

National  Gypsum 

Penn-Dixie  Inds 

12.6% 
10.0 

8.6 

8.5 

4.1 

1 

2 
3 
4 
5 

12.3% 
7.8 
3.7 
6.4 
2.4 

0.1 
0.5 
0.2 
0.2 
0.6 

lo.2o^ 

5.7 
3.5 
5.3 
3.1 

1 
3 
2 
4 
5 

10.1% 
7.3 
7.5 
7.0 
4.0 

10.1% 
3.3 
2.3 
3.9 
0.9 

8.2% 
18.3 
11.8 
11.1 
15.7 

5                15.8% 

1  10.2 

3  4.2 

4  6.4 

2  -1.2 

1 
2 
4 
3 
5 

Medians 

u 

6.4 

0.2 

5.3 
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3.3 

11.8 

6.4 

OTHER  BUILDING  MATE( 

>'"'g 

Ferro 

Vulcan  Materials 

Jim  Walter 

Congoieum 

Masonite 

16.7% 

16.5 

16.0 

14.8 

13.7 

1 
2 
3 
4 
5 

13.4% 

18.6 

18.4- 

3.2 

0.9 

0.2 
0.3 
0.4 
0.7 
0.0 

11.3% 

13.4 

13.0 

3.1 

0.9 

1 
3 
4 
5 
2 

13.6% 

12.0 

11.5 

10.9 

12.5 

4.7% 

7.6 

5.6 

1.0 

0.7 

14.1% 

11.5 

22.2 

16.1 

16.4 

6  16.5% 

7  13.5 
1              21.7 
5              29.2 
4               13.4 

4 
5 
2 

1 
6 

Ceco 

H  H  Robertson 

Owens-Coming  Fbrgls 

Certain-teed  Prods 

PPG  Industries 

Armstrong  Cork 

13.1 
12.4 
11.2 
11.1 
10.5 
9.8 

6 
7 
8 
9 
10 
11 

14.1 
18.7 
8.1 
6.0 
8.7 
6.0 

0.3 
0.3 
0.4 
0.6 
0.4 
0.3 

10.7 
14.8 
6.4 
5.5 
6.5 
5.1 

7 

6 

10 

9 

12 

11 

9.6 
10.5 
8.7 
8.7 
7.9 
8.6 

4.5 
4.0 
3.6 
2.5 
4.2 
3.2 

8.8 

10.3 

10.5 

18.5 

8.3 

8.4 

14  7.0 
10                6.8 

9               10.1 

3              20.2 

16              11.2 

15  4.9 

10 

11 

8 

3 

7 
13 

Johns-Manvilie 

Sherwin-Williams 

Interpace 

Fllntkote 

.  Desoto 

Evans  Products 

9.7 
9.3 
8.3 
7.5 
5.5 
0.9 

12 
13 
14 
15 
16 
17 

6.2 
10.6 
10.2 
5.6 
def 
def 

0.2 
0.3 
0.2 
0.4 
0.2 
1.9 

5.1 
8.6 
7.8 
4.4 
def 
def 

8 
13 
14 
15 
16 
17 

8.8 
7.4 
6.8 
5.8 

5.0 
3.0 

3.3 
3.3 
3.7 
2.9 
def 
def 

10.8 
9.7 
9.8 
6.8 
9.0 

18.9 

8                2.9 

12  4.6 
11                5.7 
17                8.2 

13  -15.5 
2            -51.0 

15 
14 
12 
9 
16 
17 

Medians 

11.1 

8.1 

OJ 

6.4 

8.7 

3.3 

10.5 

f     8.2 

BUILDING  EQUIPMENT. 

Masco 

Dover  Corp 

Butier  Manufacturing 

Norris  Industries 

23.0% 
20.7 
18.4 
16.1 

1 
2 
3 
4 

21.9% 
20.6 
16.7 
13.4 

0.6 
0.3 
0.2 
0.4 

14.5% 
16.5 
14.5 
10.6 

2 

1 
3 
4 

16.9% 
17J 
15.2 
14.3 

10.9% 
7.1 
5.6 
3.7 

31.1% 
14.0 
11.2 
9.4 

1               23.4% 
3               14.5 

5  19.4 

6  5.7 

1 
3 
2 
5 

Otis  Elevator 

Emhart 

Trane 

Carrier 

American  Standard 

14.0 

11.5 

9.6 

8.0 

2.2 

5 
6 
7 
8 
9 

14.5 

12.4 

8.0 

2.0 

11.4 

0.4 
0.1 
0.4 
0.6 
0.8 

11.6 

11.1 

6.6 

2.6 

7.7 

5 
6 

7 
8 
9 

11.3 

10.5 

8.3 

6.5 

3.9 

3.7 
5.8 
3.2 
0.8 
2.6 

14.0 
6.1 
9.4 

11.3 
5.7 

2                9.9 

8  4.9 
7                U 
4             -0.5 

9  -29.6 

4 
6 
7 
8 
9 

Medians 

14.0 

134 

0.4 

11.1 

lU 

3.7 

112 

5.7 

Industry  Medians 

11.2 

9.0 

0.4 

6.6 

8.7 

3.7 

lU 

8.1 

Note:  Explanation  of  Yardstick 

Miculations  on 

page  42 

t  Four-ye 

ar  average. 

def-Deficit. 
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{Special 

attention  for  neur 

indus^t]*y* 

Xliat%  opportunity. 

That%  Georgia. 


1    ^ 

^■B& 

Georgia  is  a  state  seriously 
involved  in  stimulating  new 
business.  And  we  offer  many  ad- 
vantages to  potential  industries. 

Beginning  with  our  confi- 
dential site  selection  service. 

Working  as  an  extension  of 
your  company —  and  at  no  cost 
to  you  — our  team  will  match 
your  requirements  with  our 
resources. 

Well  tell  you  all  about  our 
favorable  business  climate. 
Our  record  of  conservative 
government,  and  communities 
which  actively  encourage  in- 
dustrial development. 

Tax  free  industrial  bonds 
that  are  issued  by  our  cities 
and  counties  to  provide  100% 


fil 

i 

Mi 

1 
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financing  for  land,building and 
equipment. 

A  free  labor  recruitment 
and  training  program  that  will 
save  you  start-up  time,  increase 
immediate  productivity  and 
lower  turnover. 

A  network  of  varied  trans- 
portation facilities  that  can 
expedite  your  distribution. 

And,  in  addition,  you'll 
have  the  personal  interest  and 
attention  of  Governor  Busbee 
and  Lieutenant  Governor  Miller. 

For  detailed  iriforma-  ."'"^"'^o 
tion,  write  H.  W.  Wiley,  liWj; 
Industry  Division  Direc-°'*Cl!^^*' 
tor,  Georgia  Bureau  of  Industry 
and  Trade,  Box  38097,  Atlanta, 
Georgia  30334,  Dept.  FB-62. 


Georgia 


Housing  Hope.  Xlatenals  and  labor 
costs  must  be  cut  to  bring  new  home 
prices  within  buyers'  reach.  One 
answer  is  factory-built  panels  for 
quick,    efficient    homesite    assembly. 


net  had  become  overpriced,  Kaufman 
&  Broad,  U.S.  Home  and  Centex 
mounted  major  efforts  during  the  year 
to  sell  smaller,  lower  priced  homes— 
for  $30,000  and  under.  The  key, 
says  a  spokesman  at  Kaufman  & 
Broad,  "is  to  use  less  space,  substitute 
less  expensive  materials  and  cut  out 
expensi\e  frills  such  as  powder  rooms, 
third  bathrooms  and  double  garages 
—to  get  back  to  basics." 

That  helped  a  bit  last  \ear,  but  not 
much.  While  sales  of  single-family 
homes  nudged  up  slightly  from  a 
sharply  depressed  1974,  the  building 
of  new  apartments  slumped  45?. 
There  was  scant  comfort  for  those 
homebuilders  in  dire  financial  shape, 
such  as  CNA's  Larwin  Group,  Cer- 
tain-feed's Valley  Forge  and  Evans 
Products.  Most  homebuilders  suffered 
through  a  second  straight  year  of 
poor  earnings.  Kaufman  &  Broad 
and  National  Homes  were  in  the  red 
at  the  nine-month  mark.  Centex  and 
U.S.  Home,  though  improved  over  dis- 
mal 1974,  still  showed  sharply  ch 
pressed  results  compared  with  pic 
vious  years.  The  healthier  outfits  were 
busy  hedging  their  bets  with  diversi- 
fication: K&B  with  insurance,  Centtx 
with  cement,  U.S.  Home  with  its  in 
tended  ac(|uisition  of  a  coal  comparn . 

With  the  residential  housing  outfits 
doing  so  poorly,  the  prospects  for  thcii 
suppliers  are  hardly  sparkling.   \\\\.v\ 
estingly  enough,  howc\cr,  the  prices 
of  many  building  materials  held  steady 
last    year.     Some,    like    roofing    and 
plumbing   supplies,   even    rose.    Only 
lumber,      the      most      conitnodity-lik'' 
building   material,   ran   into   lunibliim 
prices,    and    have    only    recently    n- 
bonndi-d.   With  their  pajxr  sales  fl  ' 
much     of    the    yv,\v,     Wcyerhaeusi  ^ 
Boise    Cascade    and    ('hampion     in 
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ternational    had    a   very   rough    year. 

But  the  higher  prices  for  materials 
must  be  put  into  perspective.  "They 
aren't  as  good  as  they  look,"  says  Tom 
Stiles,  an  analyst  at  Smith,  Barney. 
"The  companies'  costs  per  unit  are  still 
moving  up  sharply,  faster  than  their 
prices.  To  me,  that  is  every  bit  the 
equivalent  of  the  price  cuts  in  past 
down  cycles." 

Stiles  has  some  especially  sharp 
words  for  the  cement  companies. 
"Their  lemming-like  urge  for  self-de- 
struction has  surfaced  again,"  he  says. 
"They  added  too  much  capacity  in 
1973  and  1974.  Who  is  going  to  use 
all  that  capacity?  Not  the  residential 
market,  where  the  best  profitability 
could  be  obtained." 

Homegrown  Business 

Those  counting  on  an  extra  fillip 
from  do-it-yourself  business  during 
the  recession  weie  disappointed.  Nor- 
mally, a  Sherwin-Williams  or  a  PPG 
Industries  can  count  on  selling  some 
extra  paint  to  customers  who  use  lay- 
offs as  a  Hme  to  fix  up  the  house.  Ma- 
sonite  in  hardboard  and  Armstrong 
Cork  in  ceiling  and  floor  tiles  look  for 
the  same  sort  of  a  profit  boost  in  hard 
times.  They  didn't  get  it,  however,  un- 
til late  in  1975.  Do-it-yourselfers 
tended  to  buy  the  cheapest  items  and 
those  that  were  on  sale.  "We  expect 
all  of  those  are  postponed  purchases 
that  will  appear  in  next  year's  sales," 
says  President  Walter  O.  Spencer  of 
Sherwin-Williams.  But  that  sounds  as 
much  like  a  prayer  as  a  prophecy. 

There  were  a  couple  of  exceptions 
amid  the  general  gloom  in  building 
supplies.  Jim  Walter  Corp.,  for  ex- 
ample, was  profiting  from  its  diversi- 
fication and  a  buoyant  reroofing  mar- 
ket. And  little  Michigan-based  Masco 
Corp.,  a  faucet-maker  that  depends 
on  the  new  home  market  for  half  its 
building  products  sales,  managed  an 
uptick  in  1975.  Excellent  marketing 
made  the  difference.  So  did  its  newly 
acquired  citizens'  band  radio  compa- 
ny, whose  sales  tripled  in  1975. 

For  the  heavy  construction  outfits, 
it  was  a  far  different  story.  As  recent- 
ly as  two  years  ago  these  companies, 
the  perennial  victims  of  cyclical 
swings  and  razor-thin  profit  margins, 
ranked  near  the  bottom  of  all  compa- 
nies on  the  Yardsticks.  Today  they 
are  enjoying  a  capital-spending  boom 
of  worldwide  proportions  stemming 
directly  from  the  energy  crisis. 

For  two  years  now  backlogs  for  the 
construction  of  oil  rigs,  both  onshore 
and  offshore,  have  been  soaring.  More- 
over, the  Third-World  petroleum- 
producing  nations  now  ha\e  the  capi- 
tal to  match  their  ambitions  and  their 
'  onstruction  needs.  Contracts  foi 
lorts,   dams,   roads,   refineries,   power 
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Morriott  s  ESSEX  HOUSE 
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To  Park  or  not  to  Park.  That  is  the 
question.  And  frankly,  we  think 
it's  high  time  you  learned  this  impor- 
tant fact  about  staying  in  New  York 
so  that  when  business  brings  you  to 
our  fair  city,  you  can  make  a  proper 
choice. 

Our  Essex  House  is  on  59th  Street, 
just  across  from  Central  Park— on 
Central  Park  South  to  be  exact.  And 
it's  marvelous  here  anytime  of  the  year. 

Whether  you're  gazing  through  a 
window  in  your  luxurious  guestroom, 
or  sipping  cocktails  in  our  Windjam- 
mer Lounge  or,  perhaps,  dining  in 
our  King's  Wharf,  you'll  find  it  hard 
to  believe  that  you  re  in  the  heart  of 
one  of  the  world's  largest  cities.  Be- 
cause what  you'll  see  is  grass  and  trees 
and  bushes.  Skaters  weaving  intricate 
patterns  on  the  ice  at  the  Wollman 


rink.  And  bicyclists  and  joggers  and 
horseback  riders.  And  birds  and  bees. 
And  other  interesting  things  in  our 
800  acre  front  yard. 

We  think  it's  particularly  nice  to 
have  such  a  marvelous  scene  so  close 
at  hand.  You'll  think  it's  particularly 
nice  to  have  such  a  marvelous  hotel 
so  close  to  the  Park.  So  you  see,  the 
choice  is  yours.  To  Park  or  not  to 
Park.  We  think  the  answer  is  obvious. 


Marriott's. 
ESSEX  HOUSE 

A II  you  need  to  know  about  hotels  in  New  York. 

160  Central  Park  South. 

Telephone  for  your  reservations 

800-228-9290  toll  free. 

Or  call  us  direct  (212)  CI  7-0300. 
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Celestron  Multipurpose  Tclescopes 


On  Display  at  Museums  and  Planetariums  Throughout  the  Country 


The  Choice.   l^'T.Zli°J'f.Ty 

experienced  tele- 
scope enthusiasts  and  leading  col- 
leges, universities  and  science 
centers  the  world  over  repeat- 
edly select  Celestron  telescopes; 

The  Celestron  5.  A  tabletop 
observatory  for  exploring  the 
Moon,  planets,  scores  of  open  star 
clusters  and  gossamer  nebulae  at  up 
to  300X.  For  casual  observing  or  tele- 
photography, rest  the  instrument  on 
any  flat  surface,  swing  up  the 
tube  and  focus.  Close  in 
on  the  whiskers  of  a 
squirrel  at  the  near 
focus  of  20  ft.  or  the 
face  of  a  friend  at  half 
a  mile.  The  3'/? -lb.  tube 
demounts  for  hand-held 
shots  at  25X.  (Size 
swung  down:  7"  x  8"  x 
16",  Wt.:  12  lbs..  Base 
price,  mcluding  electric 
star  tracker  and  auto- 
matic star  locater,  $750) 

The  Celestron  8.  Eight  full 
inches  of  aperture  make  this 


portable  observatory  in  a  suitcase  the 
amateur's  favorite  for  studying  the  sur- 
face features  of  Mars,  the  subdivided 
rings  of  Saturn,  the  ever-changing 
belt  structure  of  Jupiter,  the 
intricate  filamentary  detail 
of  deep-sky  nebulae,  the 
central  regions  of  glob- 
ular clusters  at  up  to 
500X.  Also  the  ulti- 
mate terrestrial  tele- 
scope or  telephoto! 
(Size  swung  down: 
9"  X  12"  X  22", 
Wt.:  23  lbs.,  $895) 
The  Celestron  14. 
The  appeal  of  this 
prestigious,  fully 
electric  dome  instrument  is  enhanced  by  a 
unique  design  that  also  makes  it  the  world's 
largest  one-man-portable.  Demount  and  load  it 
into  your  compact  car  in  five  minutes!  Within 
range  of  the  Celestron  14,  at  up  to 
850X,  are  the  delicate  contrast  levels 
of  the  diffuse  and  planetary  nebulae, 
the  spirals  of  remote  galaxies, 
and  the  quasars.  (Size  swung 
down:  18"  x  22"  x  44",  Wt.:  108 
lbs,,  $3,750) 


Celestron  Pacific      2835  Columbia  •   box  SS/B-F      •  Torrance,  CA  90503 

World's  Leading  Manufacturer  of  Compact-Portable  Telescopes 
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Overbuilding  and  higher  money  costs  have  left   apartment  construction  far  worse  off  than  homebuilding. 


plants  and  petrochemical  complexes 
have  poured  out  of  Iran,  Saudi  Ara- 
bia, Kuwait  and  Venezuela. 

The  backlog  winner,  by  a  wide 
margin,  has  been  Los  Angeles'  Fluor 
Corp.  Its  order  total  rose  from  $4  bil- 
lion to  around  $10  billion  last  year. 
Some  of  the  results  are  already  evi- 
dent: Fluor  upped  its  sales  approxi- 
mately 75%  in  1975.  But  others  have 
scored  big  gains,  too.  Halliburton  has 
a  $7-billion  backlog,  J.  Ray  McDer- 
mott $2  billion,  Morrison-Knudsen 
just  under  $1  billion. 


Such  backlog  numbers  bear  close 
inspection,  of  course.  Orders  can  be 
withdrawn  or  trimmed  down.  Iran  has 
already  had  some  second  thoughts 
about  its  ambitious  spending  plans. 
Standard  Oil  of  Indiana's  Amoco  sub- 
sidiary recently  canceled  a  $55-mil- 
lion  offshore  drilling  rig  with  SEDCO. 

Nevertheless,  the  members  of  the 
Organization  of  Petroleum  Exporting 
Countries  are  firmly  committed  to  in- 
dustrialization—are, in  fact,  just  get- 
ting started— and  while  the  search 
for  energy  may  slow  this  year,  it  will 


not  slow  for  long.  Best  of  all,  most 
of  the  work  currently  being  done 
overseas  by  U.S.  companies  is  on  a 
cost-plus  basis  rather  than  on  riskier 
fixed-priced  contracts. 

So  the  two  main  groups  of  con- 
struction companies  are  at  extremes: 
the  housing  boys  at  a  low  point,  the 
heavy  builders  at  a  high  point.  If 
you  are  trying  to  look  ahead,  the 
question  to  ask  is  how  much  lower 
or  how  much  higher  they  can  go.  In 
both  cases,  the  answer  is  probably: 
Not  much  more.   ■ 
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Margii 
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1 

Earnings/Share 
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5-Year 
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5-Year 
1            Average 
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HEAVY  CONSTRUCTION. 

Blount 

Turner  Construction 

Ralph  M  Parsons 

Halliburton 

Daniel  International 

J  Ray  McDermott 

24.4%            1             18.1% 

20.8  2          17.4 
19.7             3          28.8 
19.2             4          22.7 
18.4             5          19.4 

16.9  6          30.3 

1.3 
0.0 
0.7 
0.2 
0.1 

0.5 

9.3% 
17.8 
18.0 
18.0 
17.4 
19.9 

6 
1 
3 
4 
2 
5 

12.2% 

19.7 

16.8 

15.6 

17.5 

12.4 

1.1 
0.5 
1.3 
4.9 
1.6 
12.2 

%         20.0%t 
12.7 
9.4 
22.9 
23.2* 
18.8 

3 
8 
12 
2 
1 
6 

38.4%t 

15.0 

14.7 

18.2 

25.7t 

16.6 

1 
6 
7 
4 
3 
5 

Santa  Fe  IntI 

Fluor 

IntI  Systems 

Arthur  G  McKee 

Dravo 

Morrison-Knudsen 

Dillingham 

13.8             7           16.1 

12.4             8          20.3 

11.7             9          15.7 

10.1            10          19.5 

9.9           11           12.0 

9.7           12           11.0 

6.9           13           10.3 

0.6 
0.0 
0.6 
0.2 
0.7 
0.7 
1.0 

10.6 
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11.3 

16.9 

6.6 

7.1 
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7 
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10 
12 
11 
13 
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4.7 
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1.0 
1.8 
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4.2 
10.2 

5 
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4 
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7 

13 
11 

14.3 
3.9 
DP 
3.9 

61 

30.6 

5.4 

8 

12 

11 
9 
2 

10 

Medians 
HOMEBUILDING. 

13.8                  18.1 

0.6 

16.9 

11.4 

1.8 

15.2 

14.9 

Centex 

U  S  Home 

Del  E  Webb 

Kaufman  &  Broad 

National  Homes 

19.40/0       1         4.5% 
10.6            2           def 

9.1  3            4.2 

7.2  4            def 
def            5           def 

0.7 
1.0 
1.4 
0.1 
1.9 

3.7%        1 
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3.7            2 
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8.8% 

6.4 

6.4 

4.3 

def 
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0.9 
def 
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%         21.5% 

49.8 

7.9 

24.4 

11.0 

3 

1 
5 
2 
4 

16.4% 

4.0 
15.7 
-3.4 

PD 

1 
3 
2 
4 
5 

Medians 

9.1                  def 

1.0 

def 

6.4 
9.1 
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1.4 

21.5 

4.0 

Industry  Medians 

12.1                 15.9 

0.7 

10.0 

17.0     « 

14.7 
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Note:  Explanation  of  Yardstic 

k  calculations  on  page  42.       t  Fou 

r-veai  growt 

h.       P-D  Profit  to  deficit.       DP 
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What  haoDens  to 


capitalism  if  we  run  out 

o£  capital? 


In  boardrooms  and  treasurers' 
offices  across  the  U.S.,  that's  Topic 
A  today. 

Capital  formation  has  fallen 
off  dramatically  (catastrophically, 
some  say). 

And  how  can  we  finance  fu- 
ture growth  without  it? 

Business  managers  at  a  New 
York  University  lecture  series  dug 
into  that  topic  two  years  ago— long 
before  it  made  today's  front  pages. 

In  the  same  series  they  anato- 
mized inflation  and  the  energy 
problem.  And  a  host  of  other  now- 
familiar  problems  facing  the 
economy. 

The  series?  Eleven  Key  Issues 
Lecture  Series  at  NYU, -UCLA, 
Claremont  Men's  College  and  the 
University  of  Chicago  sponsored 
by  ITT. 

Lecturers  have  included 
some  of  the  country's  best-known 
economists,  business  strategists, 
social  philosophers.  People  like 
Jules  Backman,  Daniel  Boorstin, 
William  Buckley,  Peter  F.  Drucker, 
Milton  Friedman,  Neil  Jacoby  and 
Walt  Rostow. 

Their  subjects  have  been  far- 
reaching,  indeed.  Multinational 
corporations.  Labor  and  business, 
and  how  to  get  them  together. 
Advertising's  impact. 


Most  recently ,  the  lecture  series 
looked  piercingly  at  the  energy 
crunch,  and  the  sometimes  abra- 
sive relations  between  govern- 
ment and  business. 

ITT  has  funded  these  lecture 
series— and  will  be  funding  more 
of  them  in  the  future— because  we 
believe  the  more  people  know 
about  our  economy,  the  more  they 
can  contribute  to  it. 

And  that's  where  capital  for- 
mation starts. 

The  first  eight  lecture  series  are 
now  available  in  books.  The  titles: 

•  Business  FrobJems  of  the 

Seventies 

•  Multinational  Corporations, 

Trade  and  the  Dollar 

•  Labor,  Technology  and 

Productivity 

•  Large  Corporations m  a 

Changing  Society 

•  Social  Responsibility  and 

Accountability 

•  Government  and  Business — 

The  Relationship 

•  Advertising  and  Society 

•  Energy— The  Policy  Issues 

If  you'd  like  more  information 
about  the  books,  please  write  Key 
Issues  Lecture  Series,  Department 
FB,  Suite  1000  300  East  44th  Street, 
New  York.  N.Y.  10017. 


The  best  ideas  are  the  TT'T' 
ideas  that  help  people.^  JL^^ 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue  New  York  N  Y  10022 


Westinghouse  today. 


A  Connecticut  nuclear  power  plant 
has  passed  the  30  billion  KWH  mark, 
saved  two  billion  gallons  of  oil. 


Since  the  Connecticut  Yankee  nuclear  power  plant  in 
Haddam  Neck,  Conn.,  began  operation  in  1967,  it  has 
produced  more  power  than  any  other  commercial  nuclear 
unit.  30  billion  KWH  (kilowatt-hour,  the  amount  of  elec- 
tricity used  in  an  hour  by  ten  100-watt  bulbs). 

If  the  same  amount  of  electricity  had  been  produced 
with  oil — New  England's  energy  alternative — it  would 
have  consumed  two  billion  gallons. 

The  nuclear  route  is  much  less  expensive.  Currently, 
a  KWH  from  Connecticut  Yankee  costs  less  than  1C,  all 
costs  included.  An  average  KWH  from  the  region's  oil- 
burning  power  plants  costs  more  than  2C  for  fuel  alone- 

Operating  safety  record  has  been  100%. 


w 


1 
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Industrial  Equipment 

Normally  sure-bet  victims  of  recession,  industrial 
equipment  companies  have  a  long-shot  chance  of  getting 
away  relatively  unscathed. 


The  industrial  equipment  companies 
are  a  bit  like  the  chorus  girl  at  an 
audition  who,  after  showing  off  her 
dimpled  kneecaps,  is  gruffly  told: 
"Okay,  baby,  now  turn  around  and 
let's  see  how  well  you  can  carry  up 
the  rear."  What  you've  seen  of  them 
so  far  looks  pretty  good,  but  you 
would  like  to  see  more. 

Capital  goods  companies  normally 
are  prime  victims  of  a  recession.  But 
they  sailed  into  the  1975  recession 
with  the  wind  at  their  backs.  Order 
books  were  full  from  record  industrial 
equipment  buying  in  1974;  margins 
were  the  best  in  years.  So  while  new 
capital  goods  orders  dropped  sharp- 
ly last  year,  profits  held  up  nicely. 
For  the  latest  12  months  industrial 
equipment   companies   outeamed   the 


bulk  of  American  industry,  netting  a 
median  12.8%  on  equity,  vs.  11.7% 
for  all  companies. 

The  question  is:  Did  they  merely 
postpone  the  effects  of  the  recession? 
With  order  backlogs  now  worked 
down  from  the  high  levels  of  a  year 
ago,  will  industrial  equipment  profits 
slip  in  1976?  Or  have  they  beaten  the 
recessionary  rap  altogether? 

Some  companies  may  indeed  get 
away  unscathed.  Makers  of  coal-min- 
ing, oil-drilling  and  pollution-control 
equipment  are  enjoying  strong  sales 
uptrends  that  may  continue  for  sev- 
eral more  years.  Maybe  longer.  But 
for  most  industrial  equipment  outfits, 
the  answer  depends  on  how  fast  the 
economy  snaps  back.  If  capital 
spending    recovers    quickly    enough. 


many  of  them  could  get  off  scot-free. 

On  the  whole,  the  companies  them- 
selves are  optimistic.  "Our  forecasts 
show  tremendous  pent-up  pressures 
for  capital  spending,"  says  David  C. 
Garfield,  vice  chairman  of  Ingersoll- 
Rand,  who  looks  for  a  13%  increase 
in  capital  spending  for  1976. 

Others,  however,  are  not  so  bullish. 
Economists  at  Lionel  D.  Edie,  a  Mer- 
rill Lynch  subsidiary,  look  for  a  5%  in- 
crease measured  in  current  dollars— 
which,  discounting  anticipated  infla- 
tion, probably  means  a  slight  drop  in 
physical  volume. 

The  fact  is,  "carrying  up  the  rear" 
will  not  be  easy— especially  for  the 
handful  of  companies  that  did  spec- 
tacularly well  in  1975.  Caterpillar,  for 
one,  cannot  dream  of  repeating  the 
97%  earnings  gain  it  enjoyed  in  1975; 
it  would  do  well  to  hold  even  in  1976. 
It  went  into  last  year  flush  with  or- 
ders; all  75  of  its  construction  equip- 
ment models  were  on  allocation.  To- 
day fewer  than  ten  models  are  on 
allocation,  and  construction  spend- 
ing, on  which  Cat  is  heavily  depen- 
dent,  shows  little  sign   of  increasing 
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24.3% 

1 
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0.0 
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1 

24.3% 

5.9c 

/o         12.0o^ 

4               10.8% 

3 

Chicago  Bridge  &  Iron 

19.2 

2 

18.0 

0.1 

15,0 

2 

17.1 

6.9 

9.4 

8              20.4 

1 

Ingersoll-Rand 

16.7 

3 

18.0 

0.3 

14.0 

3 

13.9 

7.1 

13.3 

1                 5.3 

8 

Houdaille  Industries 

15.8 

4 

15.5 

0.2 

12.0 

5 

11.6 

5.7 

7.7 

12                4.6 

9 

Eagle-Picher  Inds 

15.5 

5 

16.7" 

0.4 

12.0 

6 

11.2 

5.2 

8.6 

10                9.4 

4 

Parker-Hannifin 

15.1 

6 

16.2 

0.6 

10.8 

8 

10.4 

4.7 

13.0 

2                 2.6 

11 

Cooper  Industries 

14.7 

7 

21.1 

0.4 

14.2 

9 

10.3 

6.4 

12.6 

3                1.2 

12 

Harsco 

14.6 

8 

19.1 

0.2 

16.6 

4 

13.1 

6.5 

11.7 

5                6.8 

6 

Wallace-Murray 

12.3 

9 

12.3 

0.6 

7.1 

14 

7.0 

3.2 

6.2 

15             -6.2 

16 

Johnson  Controls 

10.9 

10 

8.2 

0.2 

7.1 

10 

9.2 

2.4 

10.7 

7                0.7 

13 

Carborundum 

10.7 

11 

12.5 

0.2 

10.6 

11 

9.1 

4.8 

10.9 

6                7.6 

5 

Chic  Pneumatic  Tool 

10.6 

12 

12.0 

0.0 

12.8 

7 

11.0 

7.3 

8.1 

11              -0.8 

14 

Midland-Ross 

9.7 

13 

14.8 

0.3 

10.9 

12 

7.5 

4.9 

2.6 

18                4.3 

10 

Sundstrand 

8.5 

14 

14.2 

1.3 

7.9 

15 

6.0 

4.2 

7.5 

13              -1.3 

15 

Norton 

8.3 

15 

8.3 

0.2 

7.3 

13 

7.4 

3.6 

6.9 

14                5.4 

7 

H  K  Porter 

6.1 

16 

10.9 

0.1 

9.5 

16 

5.7 

3.6 

-0.8 

19               16.1 

2 

Cincinnati  Milacron 

4,7 

17 

6.4 

0.8 

4.7 

17 

4.2 

2.1 

5.8 

16            -13.7 

18 

Amer  Chains  Cable 

4.4 

18 

5.6 

0.4 

4.7 

18 

4.0 

1.6 

5.7 

17            -10.4 

17 
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6.4 
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5.1 

19 

2.2 
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9                P-D 

19 

Medians 
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14.2 

0.3 

10.8 

9.2 
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&  MATERIA 

ic 

■^^M^ 

23.6% 

1 

23.20/0 

1.2 

12.3% 

7 

11.2% 

4.9< 

Vo         17.7% 

6               25.6% 

2 

Microdot 

21.9 

2 

17.4 

0.6 

10.7 

6 

11.5 

3.2 

8.1 

13                6.8 

9 

Tecumseh  Products 

16.1 

3 

11.4 

0.0 

11.4 

1 

16.1 

5.3 

5.3 

16                7.9 

8 

Hobart 

15.9 

4 

13.7 

0.5 

9.4 

4 

12.0 

5.2 

12.3 

9                8.0 

7 

Signode 

15.0 

5 

11.3 

0.2 

9.1 

4 

12.0 

5.1 

14.2 

8                9.3 

6 

Timken  Company 

13.0 

6 

14.0 

0.0 

14.2 

2 

12.9 

8.0 

9.0 

12                 6.5 

11 

Avery  Products 

13.0 

7 

6.8 

0.4 

5.5 

9 

10.5 

2.8 

20.8 

5               12.1 

5 

Browning-Ferris  Inds 

12.6t 

8 

3.6 

0.8 

3.9 

10 

9.7t 

2.1 

25.11 

4               12.2t 

4 

Rexnord 

12.5 

9 

18.2 

0.4 

12.5 

11 

9.2 

4.5 

16.3 

7                6.5 

10 

Peabody  Gallon 

12.5 

10 

12.0 

0.5 

9.4 

8 

10.8 

3.5 

44.3 

1               29.^ 

1 

Stewart-Warner 

12.2 

11 

11.5 

0.0 

11.4 

3 

12.2 

5.5 

4.9 

17                 26 

14 

Wheelabrator-Frye 

9.8 

12 

12.7 

0.4 

10.0 

13 

7.8 

4.0 

28.0 

3                D-i' 

Envirotech 

9.2 

13 

9.3 

0.4 

7.4 

12 

8.4 

2.0 

35.2t 

2               '''•' 

3 

Ex-Cell-0 

7.8 

14 

10.1 

0.1 

8.9 

14 

6.6 

4.7 

1.4 

18 

16 
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very  much.  This  is  why  the  compa- 
ny is  moving  full  speed  ahead  on  an- 
other front— planning  to  challenge 
Cummins  Engine  in  diesel  engines. 

Ingersoll-Rand,  another  big  winner 
in  1975,  is  still  shipping  continuous- 
coal-mining  machines  as  fast  as  it  can 
manufacture  them.  But  will  that  be 
fast  enough  to  cover  the  decline  in  its 
orders  for  smaller  compressors  and 
pneumatic  tools?  Little-known  Har- 
nischfeger  grew  swiftly  enough  last 
year  to  make  the  Forbes  list  for  the 
first  time.  Its  sales  of  construction  and 
mining  equipment  jumped  35%,  dou- 
bhng  earnings.  But  now  it  is  running 
out  of  backlog,  especially  in  smaller 
cranes.  "Last  January  people  were 
waiting  a  year  for  them,"  says  Presi- 
dent Henry  Hamischfeger.  "Now  they 
are  taking  one  hell  of  a  hard  look  at 
their   old   machines   before    they   de- 


cide to  purchase  a  replacement." 
Over  in  the  rail  equipment  area,  fat 
backlogs  are  slipping  even  faster. 
That  could  throw  a  curve  at  Pullman, 
the  leading  freight  car  builder,  whose 
Trailmobile  trailer  division  is  already 
pinched  for  sales.  It  could  also  hurt 
Amsted  Industries,  which  makes 
more  railcar  wheels  than  any  other 
company  in  North  America.  Last  year, 
Amsted's  earnings  nearly  doubled,  to 
$13  a  share,  and  its  return  on  equity 
jumped  from  11.8%  to  22.5%.  But  un- 
filled orders  are  down  to  $211  mil- 
lion, compared  with  $358  million  a 
year  ago.  With  the  typical  long  lag 
between  a  pickup  in  capital  spending 
and  outlays  for  railcars,  Amsted  may 
have  to  wait  a  long  time  before  seeing 
another  year  like  1975. 

One  hears  talk  that  an   economic 
upswing  has  already  begun.  But  the 


machine  tool  companies,  whose  for- 
tunes are  usuaUy  quick  to  mirror  the 
economy,  haven't  seen  any  improve- 
ment yet.  "For  a  good  12  months  now 
machine  tool  orders  have  been  flying 
south,"  says  James  Love,  a  stock  mar- 
ket analyst  for  capital  goods.  "Even 
now  nobody  is  sure  whether  they've 
bottomed  out  for  a  northward  swing." 
At  the  moment,  machine  tool  orders 
are  running  at  less  than  half  the  in- 
dustry's shipping  rate.  Small  wonder, 
then,  that  Cincinnati  Milacron,  the 
machine  tool  leader,  is  currently  put- 
ting more  chips  on  machinery  to  pro- 
cess plastics. 

The  most  optimistic  companies  are 
those  in  pollution-control  equipment- 
outfits  like  Wheelabrator-Frye,  Pea- 
body-Galion  and  Envirotech.  Most  al- 
so make  other  kinds  of  equipment, 
which    could    dilute    their    pollution- 
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5-Year 
Rank 

S-Year 
Average 

5-Year 
Average 

5-Yeai 
Rank 

5-Year 
Average 

5-Year 
Rank 

Harris  Corp 

USM 

General  Refractories 

Automation  Inds 

7.6% 
6.7 
4.9 
4.5 

15 
16 
17 
18 

1.70^ 

7.9 
10.0 
10.7 

0.3 
0.4 
0.3 
0.3 

2.2% 
5.6 
8.1 
8.6 

15 
16 
17 
18 

6.3% 
5.2 
4.6 
4.1 

0.7%          7.8% 

2.7  10.7 

2.8  12.1 
2.6              6.7 

14  -5.9% 
11                    3.1 
10                   DP 

15  3.3 

15 
13 

12 

Medians 
CONSTRUCTION  &  MATE 

12.5 

RIALS  HAN[ 
19.5% 
14.0 
11.4 
10.7 
10.1 
6.4 

)LING. 

1 

2 
3 
4 
5 
6 

11.4 

0.4 

9J 

10.1 

3.8 

12.2 

7.4 

Caterpillar  Tractor 

Clark  Equipment 

Hamischfeger 

Amer  Hoist  &  Derrick 

Hyster 

Koehring 

25.80/0 
12.9 
21.8 
16.0 

7.3 

7.6 

0.5 
0.7 
0.7 
1.0 
0.6 
0.7 

18.4% 

8.5 
13.7 

8.6 

6.6 

5.9 

1 
2 
3 
5 
4 
6 

15.6% 
10.5 

9.1 

6.6 

8.7 

5.4 

7.6%         14.0% 
3.4            14.8 
6.3              9.9 
3.0            11.9 
2.7              9.9 
2.0              9.4 

2  12.2% 

1                4.9 

5  18.8 

3  10.2 

4  1.0 

6  -10.3 

2 
4 
1 
3 
5 
6 

Medians 

MINING  &  DRILLING  EQ 

Baker  Oil  Tools 

Cameron  Iron  Works 

Gardner-Denver 

Dresser  Industries 

Bucyrus-Erie 

Joy  Manufacturing 

Marathon  Mfg 

11.1 

UIPMENT.. 

14.5 

0.7 

8.6 

&9 

3.2 

10.9 

7.6 

21.6% 
17.7 
15.3 
15.1 
13.6 
12.3 
8.0 

1 
2 
3 
4 
5 
6 
7 

32.80/0 

32.6 

16.9 

24.1 

16.9 

21.0 

21.8 

0.5 
0.7 
0.3 
0.4 
0.4 
0.3 
1.0 

22.10/0 

18.7 
13.6 
14.6 
13.3 
17.2 
10.9 

1 
6 
2 
4 

3 

5 

7 

15.5% 
10.2 
14.8 
10.2 
12.2 
10.2 
5.0 

9.60/0         28.9% 
11.1             14.5 
8.6            10.6 
5.6            14.7 
8.3            11.1 
6.9            10.5 
5.0            28.  U 

1  20.7% 

4  24.2 

6  3.8 
3                8.1 

5  6.0 

7  7.6 

2  -69.0* 

2 

1 
6 
3 
5 
4 
7 

Medians 
RAIL  EQUIPMENT. 

15.1 

21.8 

0.4 

14.6 

10.2 

8.3 

14.5 

7.6 

GATX 

Trans  Union 

General  Signal 

Amsted 

Pullman 

ACF  Industries 

13.9% 

13.6 

12.9 

12.4 

11.1 

11.1 

1 
2 
3 
4 
5 
6 

13.00/0 
8.0 
12.8 
22.5 
12.1 
12.2 

1.0 
1.3 
0.3 
0.0 
0.4 
0.7 

6.5% 

3.8 
10.4 
22.1 

9.2 

6.7 

4 

6 
1 
2 
3 
5 

7.1% 

5.3 
12.2 
11.9 

8.9 

6.5 

9.50/0        5.3% 

3.3             192 
4.5             16.8 
6.9            10.0 
1.9              9.6 
5.2              7.6 

6                9.5% 

1  6.1 

2  6.2 

3  10.4 

4  8.2 

5  1.0 

2 
5 
4 
1 
3 
6 

Medians 
STEAM  GcNF?r  L     ^ 

12.7 

12.5 

0.6 

8.0 

8.0 

4.9 

9.8  J 

7.2 

Combustion  Engineering 

Foster  Wheeler 

Babcock  &  Wilcox 

12.5% 

J  2.2 
8.9 

1 
2 
3 

12.80/0 

13.7 

10.8 

0.3 
0.2 
0.7 

9.6% 
11.2 
6.8 

2 
1 
3 

9.6% 
10.6 
7.3 

2.6%       12.3% 

1.3  13.1 

2.4  11.3  ^ 

2  4.9% 
1              U.8 

3  5.5 

3 
1 
2 

Medians 

12.2 

12.8 

03 

9.6 

9.6 

24 

12.3^ 

u 

Industry  Medians 

124 

12.8 

OA 

10.0 

9.7 

4.7 

lO.T' 

u 

Note:  Explanation  of  Yardstic 

k  calculations  on  page  42.       t  Four-) 

rear  average. 

t  Four-year  growth. 

P-O  Profit  to  deficit. 

OP  Deficit  to  profit;  not  ranked        del-Deficit 
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Butler  buildings  can  give  you 
more  design  options  than  others 


im^'" 


:..  '.Ji    Bt  i  rai  I     ■■■«' 


because  of 

this  Butler  exclusive* 


r/if  Butler  family  of  building  systems. 


Be  sure  you 

buikl  a  Butler  building* 

Serving  building  needs  tnlemationally.  with  plants  and  oHices  In  the  United  States.  Canada  and  the  United  Kingdom. 


The  appearance  of  your  building 
is  a  source  of  pride.  It  conveys 
your  company's  image,  and  that's 
important.  And  for  maximum 
profitability,  your  building's 
functional  design  is  important,  too. 

So  it  pays  you  to  buy  from 
the  source  with  the  best  variety 
of  design  options  available 
for  your  building  dollar. 

And  we  offer  the  widest  range 
of  pre-engineered  structural  design 
systems  you'll  find  anywhere 
in  the  world.  Including  several 
exclusive  options  no  one  else  offers. 

For  example,  if  you  want  the 
time  and  money  savings  of  a  pre- 
engineered  5-story  framing  system, 
we've  got  it.  No  one  else  does. 

We're  the  only  pre-engineered 
systems  manufacturer  with  domed, 
sloped,  and  true  flat  roofs.  Or  with 
4,000  square  foot  column  free 
interior  areas  at  no  premium. 

And  our  structural  systems  are 
supplemented  by  the  widest  variety 
of  components  — like  exclusive  roof 
and  wall  systems,  movable  partitions, 
and  fully  integrated  lighting/ 
ceiling/air  distribution  systems. 

When  you  combine  our  wide  range 
of  building  systems  and  components 
with  any  exterior  material  you  want, 
you  have  design  capabilities 
limited  only  by  imagination. 

It's  the  best  family  of  building 
systems  anywhere  for  assuring 
maximum  beauty,  function,  and 
dollar  savings,  too. 

And  it's  available  through 
authorized  Butler  Builders. 

To  learn  more  about  the  design 
flexibility  available  only  with  the 
building  systems  we  make,  contact 
your  local  Butler  Builder."  He  can 
build  you  a  true  Butler  building. 
So  look  under  "Buildings,  Metal" 
in  your  Yellow  Pages.  Or  write 
Butler  Mfg.  Co.,  BMA  Tower, 
Dept  B-395i  Kansas  City,  Mo.  64141. 

"butler 

55806 


Hoiv  International  Paper 
helps  smart  computers  avoid 

dumb  mistakes 


Air  conditioners  to  Eskimos?  Our  ruthless  standards  for 
making  tab  card  stock  help  keep  mistakes  like  this  from  happening. 


A  computer  that  uses  key- 
punch cards  does  what  the 
cards  tell  it  to  do.  And  if  one 
card  is  just  the  least  bit  off,  the 
computer  can  foul  up  bank 
statements,  goof  up  shipments  — 
even  send  air  conditioners  to 
Eskimos. 

We  don't  make  the  cards.  But 
we  do  make  the  paper  for  the 
cards.  And  it's  got  to  be  well  nigh 
perfect. 

A  lot  can 
foul  up  the  works 

Here  are  just  a  few  things  that 
can  make  smart  computers  look 
dumb. 

Metallic  or  carbon  particles. 
Those  little  devils  could  throw  a 
whole  program  off  because  a 
computer  can  read  them  as  holes. 

Expansion  and  contraction.  A 
variation  ofless  than  one  percent 
can  throw  tlie  card  position  off  in 
the  computer— big  trouble. 

Abrasion.  If  a  card's  surface 
wears  off  as  it  goes  through  the 
computer,  dust  can  make  the 
computer's  sensors  make  errors. 

Thickness.  If  a  card  is  just  a 
few  ten- thousandths  of  an  inch 
too  thick,  it  won't  even  go  into  the 
computer.  A  few  ten-thousandths 
of  an  inch  too  thin,  it  can  jam  the 
machine. 


The  stock  used  for  keypunch  amis  is  one  of  the  most 
difficult  of  all  papers  to  make. 

Moisture  content.  Too  dry,  and 
the  cards  stick  together  because 
of  static  buildup.  Too  fat  with 
moisture,  and  they  can  jam  in  the 
computer. 

How  we  keep 
it  from  happening 

Our  card  stock  is  stronger 
because  we  use  a  special  alkaline 
pulping  process.  This  produces  a 
stronger  card  fiber  than  the  sul- 
fite acidic  process. 

We  use  a  streamlined,  com- 
puterized method  to  run  off  our 
card  stock.  It  automatically  controls 
basis  weight  and  moisture  content 
in  the  drying  process  for  flatter, 
more  uniform  cards.  We  even 
control  the  moisture  content  of  our 
stock  to  fit  the  climate  conditions 
of  each  country  we  ship  to. 


Finally,  we  test  our  card 
stock  just  about  every  way 
under  the  sun— 24  hours  of 
tests  per  roll. 

We've  got  tests  for  all  the 
problems  we've  already 
named.  And  then  some: 
electrical  resistance,  acidity, 
warp,  coefficient  of  friction, 
folding,  bursting  strength, 
internal  bonding,  porosity- 
well  over  100  different  tests. 
If  our  quality-control 
examiners  find  the  least  flaw  they'll 
send  a  1500-pound  roll  of  card 
stock  back  to  be  totally  recycled 
without  batting  an  eye.  Ruthless— 
but  right. 

All  this  is  because  we  want 
satisfied  customers. 

And  it  has  worked.  Today 
we  have  card  stock  customers  in 
26  countries. 

Keypunch  cards  tl\at  work  all 
over  the  world.  Another  example 
of  International  Paper's  respon- 
siveness to  a  fast-changing  world— 
with  innovative  leadership  in 
wood  products,  hydrocarbon  re- 
sources, building  materials, 
pulp,  paper,  packaging,  and  non- 
woven  and  health  products. 

ERNATIONAL 
PER 
MPANY 


®E 


220  EAST  ^SND  STREET   NEW  YORK.  NEW  YORK  10017 


Brain  waves. 


rhc  most  sophisticated 
tool  yet  devised  by  elec- 
tronics is  making  waves. 
Brain  waves. 

It's  the  microprocessor. 

Never  before  have  we 
crammed  so  much  thinkinii 
power  into  so  small  a  space 
. . .  thousands  ot  transistors 
w  iihin  less  than  a  quarter- 
inch  square 

It  can  be  puogrammed  to 
soak  up  a  stream  of  compk 
mformation.  make  split 
second  calculations . . .  and 
give  intelligent  orders. 

That's  how  it  works  toda 
to  control  machine  tools  or  i 
think  for  desk  lopcomputei 

And  how  it  will  work 
tomoriovs  to  run  chemical 
proces>cs.  switch  telephone 
systems,  impriue  gasoline 
mileage,  saveeneigv  in 
operating  whole  lactones 

And  It  can  be  mass 
pr».)duccd  ine.vpensively. 

I  he  imcioprtK'cssor. 
A  universal  tov '1  of  the  fului 


Innovating 
in  electronics. 

From  the  beginning. 


Pinched  cities  will  build  more  garbage  plants,  buy  fewer  trucks  in  1976. 


control  earnings.  But  to  the  extent 
that  pollution-control  equipment  in- 
fluences their  earnings,  they  are  con- 
fident that  1976  will  be  a  good  year. 

The  outlook  is  for  American  com- 
panies to  spend  $10  billion  in  1976 
alone  for  air-  and  water-control  equip- 
ment—a 20%  increase  from  last  year. 
To  meet  government  standards  that 
went  into  effect  last  January,  compa- 
nies will  eventually  wind  up  spending 
a  total  of  $34  billion.  "Whatever  hap- 
pens in  the  economy,  I  don't  think 
there  will  be  any  slackening  in  pro- 
tecting our  natural  resources  from 
abuse,"  says  John  E.  McConnaughy 
Jr.,  chairman  of  Peabody-Galion. 

A  number  of  economists,  among 
them  Michael  K.  Evans,  president  of 
Chase  Econometric  Associates,  be- 
lieve that  most,  if  not  all,  of  the 
thrust  in  capital  spending  during 
1976  will  be  to  satisfy  the  pollution- 
control  and  safety  legislation.  "And 
it's  a  trend  that  isn't  likely  to  change 
soon,"  says  Evans. 

Increasingly,  pollution-control  firms 
have  gotten  their  own  shops  in  or- 
der. Most  new  contracts  now  include 
cost  escalatcirs.  Some  companies  are 
now  picking  up  long-term  contracts. 
W^heelabrator-Frye,  for  instance,  has 
signed  a  25-year  pact  to  provide  elec- 
tricity to  Jersey  Central  Power  &  Light 
from  a  plant  that  Wheelabrator  is 
building,  which  will  be  fueled  by 
garbage. 

At  the  sam©  time,  much  pollution 
technology  has  yet  to  win  wide  ac- 
ceptance. The  debate  still  rages  over 
stack  scrubbers  designed  to  remove 
sulfur  dioxide  from  electric  utility 
smokestacks.  The  Environmental  Pro- 
tection Agency  says  that  while  plans 


for  118  scrubber  systems  are  on  the 
drawing  boards,  only  20  have  been 
installed  by  power  companies.  "Scrub- 
bing technology  has  come  a  long 
way,"  says  Peabody-Galion's  McCon- 
naughy, "but  it  remains  a  difficult 
sale  to  make." 

A  big  question  is  whether  local 
governments,  pressed  for  income  gen- 
erally, will  continue  to  come  up  with 
matching  funds  for  pollution  control. 
In  fiscal  1975,  only  half  the  EPA 
funds  available  were  spent.  The  an- 
swer seems  to  be  yes,  funds  will  be 
available  but  with  cutbacks  in  relat- 
ed areas.  Peabody,  for  example,  says 
its  sales  of  garbage  truck  compactors 
are  slowing  while  orders  for  water- 
treatment  gear  continue  to  grow. 

So  even  in  one  of  the  stronger  in- 
dustrial equipment  areas  there  are 
some  uncertainties.  But  those  uncer- 
tainties must  be  viewed  in  perspec- 
tive. This  industry  normally  takes 
some  hard  lumps  during  a  recession. 
In  this  particular  recession,  however— 
the  worst  in  40  years— it  is  in  remark- 
ably good  shape.  However  much 
backlogs  have  been  whittled  down, 
profit  returns  are  still  high.  And  the 
industry  still  has  its  optimists.  "No 
important  category  need  look  to  poor 
prospects,"  says  IngersoU-Rand's  Gar- 
field. "And  some,  like  coal-mining 
equipment  and  food-processing  ma- 
chinery, just  to  mention  two,  have 
really  outstanding  prospects." 

If  the  economy  is  slow  to  recover 
during  1976,  and  if  there  is  some 
earnings  slippage  among  the  indus- 
trial equipment  outfits,  they  can  find 
some  consolation  in  the  fact  that  they 
got  through  the  first  year  of  the  re- 
cession relatively  unscathed.   ■ 


'Xall 
OPPD 


And  ask  for  Tom  Gage 

If  you're  looking  for  high  - 
productive  labor,  give  Tom  Gage 
a  call.   As  OPPD's  industrial 
development  expert,  Tom  can 
show  you  how  our  rural-based 
labor  force  pays  off  in  improved 
productivity.   Statistics  show 
Nebraska  workers  rank  high  in 
value  added,  low  in  absenteeism, 
and  low  in  turnover.   And  that's 
only  half  the  story.   Omaha- 
Southeastern  Nebraska  has 
abundant  electric  power  at 
reasonable  rates.   Central 
location  to  cut  your  freight  costs. 
And  a  good,  clean  environment 
for  your  family.  Send  the  coupon, 
or  give  Tom  Gage  a  call.   Phone 
(402)  536-4347. 

for  high- 
productive  labor/' 


Omaha-Southeastern  Nebraska 

Omaha  Public  Power  District 

Member;  Mid-Continent  Area 
Power  Pool 

Tom  Gage,  Director  of  Area  I 

Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 
Titie_. 


Company 
Address  _ 

City 

I   State 


_Zlp_ 
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Distribution 


Big  changes  shook  this  industry  during  last 
year's  recession.  Query:  Were  the  changes 
temporary  or  permanent? 


Never  before  in  history  has  a 
large  nation  consumed  more  conspic- 
uously than  Americans  in  the  post- 
World  War  II  era.  No  luxury  seemed 
beyond  reach,  no  amount  of  consumer 
debt  too  great  to  incur— until  the  past 
year  or  so.  Now  it  looks  as  though 
American  consumers  have  become 
penny-pinchers.  "They  are  trying  to 
maintain  their  standard  of  living,  but 
trying  to  spend  a  lot  less  money  doing 
it,"  says  Jay  Schmiedeskamp,  director 
of  the  University  of  Michigan's  con- 
sumer attitude  surveys. 

Will  they  remain  penny-pinchers 
when  the  recession  ends?  That  is  the 
big  question  now  for  the  nation's  re- 
tailers and  their  suppliers.  Given  the 
prospects  for  continued  high  infla- 
tion, there  is  a  good  chance  they 
might.  In  which  case,  some  of  last 
year's    jarring    short-run    changes    in 


the  distribution  business  could  be- 
come jarring  long-run  changes. 

Last  year,  American  shoppers  ze- 
roed in  on  sale  merchandise  while  by- 
passing the  high-margin  impulse 
items  they  once  would  have  picked 
up  at  the  same  time.  They  used  pre- 
miums and  coupon  items  more,  and 
switched  to  lower  priced  house 
brands— in  stores  they  trusted.  They 
made  appliances  last  longer,  they  put 
new  tires  on  old  cars  and  they  wore 
last  year's  dresses  with  this  year's 
scarves. 

It's  not  hard  to  see  why.  Many 
consumers  had  less  money,  or,  if  they 
had  more,  were  uneasy  about  how 
long  they  might  have  it.  They  had  no 
choice  but  to  spend  more  for  food  and 
fuel.  So  they  borrowed  less,  and  saved 
at  an  abnormally  high  rate  of  8.5^ 
of  disposable  income.  Most  of  the  in- 


come tax  rebate  handed  back  by  the 
Government  during  the  spring  went 
into  savings,  not  consumption. 

The  food  chains'  results  showed  up 
best— in  part  because  the  previous 
year  had  been  depressed  by  the  last 
stages  of  price  controls,  in  part  be- 
cause people  must  eat,  whatever  the 
economic  conditions.  As  food  prices 
rose,  the  percentage  of  disposable  in- 
come going  to  food  rose  to  17%,  up 
from  a  low  of  15.4%  in  1972  and 
closer  to  IQecrs  20%.  And  internally, 
the  industry's  competitive  picture 
brightened  as  a  result  of  A&Fs  aban- 
donment (under  new  corporate  lead- 
ership brought  over  from  industry 
profit  standout  Albertson's)  of  its  di- 
sastrous WEO  ("Where  Economy 
Originates")  discount  program.  From 
1965  to  1973,  a  survey  showed,  stores 
competing  with  A&P  showed  around  a 
30%  lower  return  on  equity  than  those 
in  noncompeting  areas.  (A&P,  of 
course,  suffered  most. ) 

Not  that  A&P's  new  stance  brought 
any  dearth  of  competition.  Price  wars 
hurt  chains  operating  in  Chicago, 
such  as  Fisher  Foods  and  Chicago- 
headquartered  Jewel  Cos.,  and  in  De- 
troit,   notably    Great    Scott    and    Al- 


DISTRIBUTION- 

RETAILERS: 

Yardsticks  of  Man 

agement  Perfo 

rmance 

PROFITABILITY                                        ■ 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Y«ar 

5-Year 

Latest 

Equity 

Latest 

5-Year 

S-Year 

Profit 

5-Year 

S-Vaar            SYear 

5-Yoar 

AMrag* 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank             AMraga 

Rank 

DEPARTMENT  STORES. 

Mercantile  Stores 

15.2% 

1 

14.20/0 

0.2 

12.0% 

2 

12A% 

4.1% 

11.8% 

3                 12.0% 

2 

Federated  Dept  Strs 

14.0 

2 

14.5 

0.1 

12.9 

1 

12.6 

3.9 

10.0 

6                  6.8 

7 

J  C  Penney 

13.4 

3 

8.0 

0.2 

6.6 

3 

11.4 

1.6 

13.2 

2                 5.1 

10 

Carter  Hawley  Hale 

13.0 

4 

10.7 

0.5 

7.3 

6 

9.4 

2.8 

14.2 

1                4.9 

11 

Sears,  Roebuck 

12.3 

5 

7.5 

0.2 

6.5 

4 

10.8 

3.0 

8.1 

10                5.5 

8 

Garfinckel  Brooks  Br 

12.0 

6 

10.7 

0.4 

8.3 

5 

9.5 

3.1 

9.4 

9                8.7 

4 

Gamble-Skogmo 

12.0 

7 

9.8 

0.8 

6.5 

11 

7.2 

1.3 

6.1 

17                9.7 

3 

Associated  Dry  Goods 

11.2 

8 

8.8 

0.3 

7.2 

7 

9.1 

2.7 

9.8 

7                4.2 

13 

R  H  Macy 

11.1 

9 

10.9 

0.5 

7.1 

12 

6.9 

2.4 

6.9 

13                5.2 

9 

Marcor 

10.8 

10 

10.8 

0.5 

6.2 

14 

6.1 

2.4 

10.9 

5              14.6 

1 

Rich's 

10.7 

11 

7.8 

0.3 

6.3 

8 

8.7 

2.5 

9.7 

8                2.2 

16 

May  Dept  Stores 

10.4 

12 

10.4 

0.7 

7.0 

10 

7.3 

2.8 

8.1 

10                7.1 

6 

Marshall  Field 

9.9 

13 

8.3 

0.1 

7.1 

9 

8.7 

3.3 

7.1 

12               2.3 

15 

Allied  Stores 

9.7 

14 

12.1 

1.0 

7.5 

15 

6.1 

2.6 

62 

15                8.1 

5 

Carson  Pirie  Scott 

9.0 

15 

10.7 

0.7 

6.9 

16 

6.1 

2.2 

6.1 

16                4.4 

12 

Dayton-Hudson 

8.8 

16 

10.5 

0.7 

7.1 

13 

6.3 

2.3 

11.3 

4                3.8 

14 

Alexander's 

6.0 

17 

8.4 

1.1 

5.0 

17 

4.1 

1.3 

6.3 

14              -8.5 

17 

Goldblatt  Brothers 

3.9 

18 

2.0 

0.4 

2.3 

18 

3.6 

0.3 

5.2 

18              -8.5 

17 

City  Stores 

def 

19 

def 

1.3 

def 

19 

def 

def 

0.1 

19                PD 

19 

Medians 

10^ 

10.4 

0.5 

7.0 

73 

2.5 

8.1 

5.1 

DISCOUNT  &  VARIETY  S 

TORFf: 

Kings  Dept  Stores 

17.8% 

1 

14.4% 

0.1 

13.0% 

1 

16.8% 

2.8% 

8.2% 

12                8.8% 

.1 

S  S  Kresge 

16.1 

2 

12.0 

0.2 

9.9 

2 

14.0 

1.9 

21.2 

1                17.1 

1 

Fed-Mart 

15.2 

3 

19.5 

1.3 

9.1 

3 

7.6 

1.1 

12.9 

9               15.4 

2 

Household  Finance 

14.0 

4 

14.9 

1.9 

6.8 

6 

6.7 

3.8 

14.2 

6                2.5 

4 

F  W  Woolworth 

9.0 

5 

8.4 

0.4 

6.4 

4 

7.2 

1.7 

13.0 

8                1.6 

6 

G  C  Murphy 

7.9 

6 

8.0 

0.3 

6.4 

7 

6.4 

1.8 

5.6 

13                1.9 

5 

Zayre 

7.2 

7 

0.1 

1.1 

2.1 

8 

5.0 

0.0 

14.0 

7              -7.8 

7     J 

Rose's  Stores 

6.4 

8 

def 

0.3 

def 

5 

6.9 

def 

16.9 

4            -11.3 

9    ^ 

Vornado 

5.0 

9 

1.5 

1.1 

2.7 

10 

4.4 

0.2 

3.4 

14              -8.9 

8 

Sav-A-Stop 

3.5 

10 

def 

0.9 

0.5 

9 

4.6 

def 

20.7 

2            -191 

10 

Rapid-American 

def 

11 

def 

5.2 

def 

11 

3.9 

def 

12.7 

10                PD 

11 

Cook  United 

def 

12 

def 

1.0 

def 

13 

def 

def 

.  2.' 

15               PD 

11 
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Congress  is  telling  you  to  change  your 

company's  employee  benefits  program. 

Here's  how  that  can  work  to|  your  advantage, 


No  one  has  to  tell  you  that  legislative  changes  have  a  great  bearing  on  your  company's 
employee  benefits  program.  But  while  these  changes  may  be  burdensome  and  costly,  we  at 
Alexaijder  &  Alexander  would  like  to  show  you  how  to  make  these  changes  work  for  you. 

Because  they  present  an  opportunity  for  your  company  to  totally  re-evaluate  and  overhaul 
your  entire  benefits  program.  Something  that  we  at  Alexander  &  Alexander  can  help  you  do. 
By  pointing  out  costly  gaps  and  overlaps  in  your  coverage.  By  showing  you  where  you  may  be 
spending  too  much — or  not  enough. 

After  all,  30 /c  of  an  average  company's  payroll  goes  to  employee  benefits.  We  think 
you  should  get  as  much  out  of  them  as  your  employees  do. 

If  your  insurance  broker  isn't  doing  all  of  this  for  you,  maybe  you've  outgrown  him.  And 
maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Amencas, New  York, N.Y.  10036.      mi  ^i^.^ 

Alexander 
lexander 


m 


On  With  The  Job.  W.T.  Grant's  problems  were  so  well  publicized  that  its 
bankruptcy  declaration  last  fall  seemed  a  mere  formality.  The  real  focus 
had  already  shifted  to  what  its  new  management,  which  is  now  closing  down 
stores  and  auctioning  off  equipment,  can  do  about  reviving  the  company. 


lied  Supermarkets.  Winn-Dixie,  con- 
centrated in  the  Southeast  away  from 
the  blazing  price-cutting  in  some  of 
the  bigger  metropobtan  areas,  turned 
in  its  usual  sterling  performance.  But 
some  big  chains,  notably  American 
Stores,  took  substantial  accounting 
losses  incident  to  switching  to  LIFO 
(last-in,  first-out)  accounting. 

The  surprise  of  the  year  was  the 
failure  of  the  discounters  to  profit 
from  the  consumer's  new  price-con- 
sciousness: The  discounters  were  hav- 
ing trouble  holding  down  their  in- 
ventories and  had  to  sell  many  goods 
close  to  cost.  But  probably  more  im- 
portant was  the  new  mood  of  con- 
sumers: They  wanted  real  bargains— 
that  is,  top  merchandise,  at  a  good 
price,  preferably  from  stores  they 
could  trust  implicitly,  which  isn't  al- 
ways the  case  with  discounters. 

About  the  only  success  story  among 
the  discounters  was  German-owned 
(by  the  Hugo  Mann  family)  Fed- 
Mart,  whose  President  Sol  Price 
ascribed  its  strong  showing  to  an  al- 
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Yardsticks  of  Mana 

gement  Performance 

Iconi  1 

PROFITABILITY 

I                    GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

1 

Earnings/ 

Share 

Company 

SYear 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Ye«r 

5-Year 

5-Yoar 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

AMrago 

Rank 

Average 

Rank 

Arien  Realty  &  Dvpt 

def%t 

13 

def 

6.9 

def 

12 

deft 

def 

1.8%« 

16 

P-D 

11 

Daylin 

def 

14 

def 

2.4 

def 

14 

def 

def 

16.0t 

5 

P-D 

11 

Hartfield-Zodys 

def 

15 

def 

-1.3 

2.2% 

15 

def 

def 

17.8 

3 

PD 

11 

W  T  Grant 

def 

16 

def 

1.9 

def 

16 

def 

def 

8.7 

11 

P-D 

11 

Medians 

5.7 

def 

1.1 

2.2 

4.8 

def 

UJO 

-lai 

DRUG  CHAINS. 

Longs  Drug  Stores 

W:o% 

1 

21.8% 

0.0 

21.9% 

1 

24.6% 

3.60 

/o         18.5% 

5 

18.6% 

3 

Jack  Eckerd 

23.5 

2 

17.1 

0.1 

16.3 

2 

20.1 

4.5 

31.0 

2 

25.3 

1 

Revco  D  S 

18.2 

3 

14.3 

0.4 

11.1 

3 

15.9 

2.5 

30.7 

3 

13.9 

4 

Rite  Aid 

17.4 

4 

12.8 

0.4 

10.9 

4 

14.0 

2.6 

35.2 

1 

25.1 

2 

Skaggs  Companies 

12.8 

5 

16.7 

0.2 

14.0 

5 

10.9 

2.0 

23.2 

4 

7.9 

5 

Gray  Drug  Stores 

11.0 

6 

11.7 

0.5 

9.4 

6 

9.2 

1.6 

13.4 

6 

-0.6 

7 

Thrifty  Drug  Stores 

10.4 

7 

7.3 

0.4 

6.1 

7 

8.2 

1.0 

9.1 

7 

0.2 

6 

Walgreen 

9.9 

8 

8.3 

0.5 

6.2 

8 

7.4 

0.9 

8.6 

8 

-1.5 

8 

Peoples  Drug  Stores 

4.4 

9 

0.3 

0.2 

0.7 

9 

3.8 

0.0 

5.4 

9 

-4.5 

9 

Medians 

12.8 

12.8 

0.4 

10.9 

10.9 

2.0 

18.5 

7.9 

SPECIALTY  RETAILERS- 

^^^^ 

Avon  Products 

33.2% 

1 

26.3% 

0.0 

25.1o^ 

1 

30.4% 

96t 

Yo         14.3% 

8 

9.9% 

7 

Melville  Shoe 

23.5 

2 

21.5 

0.2 

17.9 

2 

19.5 

4.2 

17.0 

5 

10.9 

4 

Saga  Corp 

19.9 

3 

12.8 

0.4 

10.2 

3 

15.4 

1.2 

21.0 

3 

15.2 

3 

Edison  Bros  Stores 

16.8 

4 

19.5 

0.2 

16.0 

4 

13.6 

4.3 

11.2 

10 

9.9 

6 

Levitz  Furniture 

14.9 

5 

def 

0.2 

def 

5 

13.0 

def 

44.1 

1 

20.1 

2 

Beneficial  Corp 

14.9 

6 

12.0 

2.0 

5.2 

13 

5.8 

4.8 

7.0 

13 

5.5 

10 

ARA  Services 

14.8 

7 

12.6 

0.4 

9.0 

8 

10.6 

2.8 

14.9 

6 

10.8 

5 

Tandy 

14.2 

8 

21.4 

0.5 

15.0 

9 

10.4 

5.2 

32.1 

2 

24.0 

1 

Lane  Bryant 

13.4 

9 

10.6 

0.2 

9.1 

6 

11.6 

2.3 

9.8 

11 

5.7 

9 

Servomation 

12.2 

10 

8.1 

0.3 

6.8 

10 

9.4 

2.0 

8.2 

12 
9 

2.7 
6.2 

11 

Zaie 

11.3 

11 

10.8 

0.1 

10.2 

7 

10.8 

5.2 

125 

8 

Fingertiut 

9,3 

12 

def 

0.6 

def 

11 

7.6 

def 

14.6 

7 

-36.3» 

14 

Wickes 

8.1 

13 

1.2 

0.7 

2.0 

12 

6.8 

0.2 

19.9 

4 

-3.0 

13 

Interstate  United 

5.8 

14 

5.8 

0.4 

6.2 

14 

5.3 

1.0 

6.5 

14 

-0.3 

12 

Genesco 

def 

15 

def 

0.8 

def 

15 

0.0 

def 

4.4 

15 

PD 

15 

Medians 

14.2 

10.8 

OA 

9.0 

10.6 

2.3 

14J 

6i 

Industry  Medians 

11.0 

9.8 

0.4 

6.8 

7.6 

2.0 

11.2 

4.4 

Note:  Explanation  of  Yardstick 

calculations  < 

m  page 

«.     t  Four- 

year  average 

t  Four -year  growth 

U  Three-year  growth.         def-Deficit 

PDF 

rofil  to  drfici 

t 
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WHY  HAVE  600  INTERNATIONAL 

COMPANIES  DECIDED  ON 

THEREPUBUCOFIREIANDASA 

MANUFACTURING  BASE  IN  EUROPE  ? 

BECAUSE 
THE  REPUBUC  OFFERS... 

•  A  complete  low  cost  financial  package  second 
to  none.  Non-repayable  cash  grants,  100% 
relief  from  taxation  on  profits  through  1 990,  leasing 
(in  certain  cases  as  low  as  2%  of  the  capital  cost), 
low  cost  equity  and  working  capital  financing. 

A  stable  environment  for  a  long-term  profitable 
welcome  to  U.S.  investment. 

Common  Market  Membership  that 
guarantees  tariff-free  access  to  260  million 
potential  customers  vital  to  your  future  growth. 

If  you  would  like  the  IDA  to  present  a  specific 
financial  package  designed  for  your  company, 
call  or  write: 

IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 

J  New  York:  (212)  972-1003,  280  Park  Avenue,  New  York, 

N.Y.  1 001 7.  Chicago:  (31 2)  644-7476, 1  East  Wacker 
Drive,  Chicago,  Illinois,  60601 .  Houston:  (71 3)  224-8471 , 
Suite  1000,  One  Allen  Center,  Houston,  Texas,  77002. 
Los  Angeles:  (21 3)  624-1 024,  51 5  South  Flower  Street, 
Los  Angeles,  California,  90071 . 

*Some  of  the  600  companies:  Digital,  Syntex,  Gillette,  Courtaulds,  Asahi, 
Burlington  Industries,  Snia  Viscosa,  Akzo,  Borg  Warner,  Poclain,  Pfizer, 

Black  and  Decker,  etc.  Full  listing  on  request. 

announcement  is  published  by  IDA-lreland.  280  Park  Avenue.  New  York.  New  York  10017  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the 
Government  of  Ireland   This  material  is  filed  with  tire  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  Inspection. 
Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government. 


most  fortuitous  failure  to  expand  too 
fast  ("because  a  lot  of  our  capital  is 
tied  up  in  real  estate");  thus  most 
Fed-Mart  units  had  a  solid  customer 
base  to  withstand  the  slowdown,  with 
few  of  its  resources  going  into  ex- 
pansion and  start-up  costs. 

But  this  one  small,  mild  discount 
success  was  far  outweighed  by  the 
industry's  major  disaster  last  year,  as 
overexpanded  and  inadequately  man- 
aged W.T.  Grant  sank  into  Chapter 
11  (voluntary)  bankruptcy. 

Those  holding  xip  best  among  gen- 
eral retailers  were  quality  store  groups 
like  Federated  and  Dayton-Hudson. 
They  serve  customers  whose  incomes 
did  not  drop  so  precipitously,  or  who 
were  better  able  to  cushion  the  im- 


pact of  recession— perhaps  by  cutting 
out  a  trip  to  Europe. 

Both  Sears,  Roebuck  and  J.C.  Pen- 
ney, long  regarded  by  retail  observers 
with  an  awe  bordering  on  reverence, 
showed  by  their  sharp  decUne  in  prof- 
itability last  year  that  they  too  were 
made  of  common  clay.  One  facile  ex- 
planation was  the  dramatic  dip  in  the 
sale  of  hard  goods,  where  Sears  ha§ 
long  concentrated;  but  that  would 
not  explain  why  J.C.  Penney,  tra- 
ditionally a  soft  goods  specialist,  did 
\ery  little  better.  Another  explanation 
has  it  that  Sears,  Penney  and  other 
catalog  merchants  (such  as  Gamble- 
Skogmo  and  Marcor's  Montgomery 
\\'ard)  were  locked  into  merchandise 
ordered  and  prices  set  months  before 


the  strength  of  the  recession  became 
apparent. 

But  the  real  explanation,  as  is  al- 
ways true  in  retailing,  lies  with  the 
consumer.  Last  year,  and  perhaps  for 
years  to  come,  he  wanted  literally 
everything— including  style,  which  the 
better  department  store  groups  have 
long  been  far  more  successful  at  pro- 
viding than  have  mass  merchandisers 
like  Sears  and  Penney.  If  the  con- 
sumer was  going  to  part  with  his 
hard-earned  dollars,  he  wanted  to  buy 
a  well-known  brand  name,  a  durable, 
well-designed  item,  and  wanted  a 
good  price  from  a  merchant  he  could 
trust— as  well  as  style.  If  getting  all 
of  that  meant  he  had  to  go  to  a  tradi- 
tionally   more    expensi\e    department 
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PROFITABILITY                                        1 

GROWTH 

Return  on  Equity 

D«M/ 

Return  on  Total  Capital 
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Earnings/Share    1 
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SYear 
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5-Year 
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5-Year              5-Year 
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MAJOR  CHAINS. 

Lucky  Stores 

23.3% 

1 

22.9% 

0.4 

I6.30/0 

2 

15.8% 

1.5% 

19.4% 

1               12.9% 

1 

Wine-Dixie  Stores 

22.0 

2 

19.7 

0.1 

19.5 

1 

21.5 

1.8 

14.1 

4               10.5 

3 

Safeway  Stores 

15.1 

3 

17.1 

0.2 

14.2 

3 

13.1 

1.3 

13.0 

5                 9.6 

4 

Southland  Corp 

13.4 

4 

13.5 

0.4 

9.8 

4 

9.3 

1.9 

15.8 

3              12.8 

2 

Jewel  Companies 

12.1 

5 

9.8 

0.7 

6.4 

5 

8.0 

1.0 

11.1 

7                 5.3 

6 

Stop  &  Shop 

11.4 

6 

13.8 

1.1 

7.6 

8 

6.3 

0.9 

11.2 

6                4.5 

7 

Kroger 

8.8 

7 

9.3 

0.3 

7.2 

6 

7.2 

0.8 

6.4 

11              -0.7 

8 

Supermarkets  General 

8.0 

8 

1.9 

1.5 

3.2 

9 

5.7 

0.1 

18.0 

2             -7.0 

9 

American  Stores 

7.9 

9 

12.0 

0.3 

9.7 

7 

6.7 

0.9 

9.7 

8                6.8 

5 

Grand  Union 

5.7 

10 

5.3 

0.4 

4.7 

10 

5.3 

0.5 

7.6 

10             -8.4 

10 

Food  Fair  Stores 

2.6 

11 

def 

0.9 

0.5 

11 

3.1 

def 

8.6 

9            -20.9 

11 

Allied  Supermarkets 

def 

12 

def 

1.8 

def 

12 

0.1 

def 

6.2 

12                PD 

12 

Great  Atl  &  Pac  Tea 

def 

13 

def 

0.1 

def 

14 

def 

def 

2.8 

13                PD 

12 

National  Tea 

def 

14 

def 

0.9 

1.7 

13 

def 

def 

0.3 

14                PD 

12 

Medians 

8.4 

9.6 

0.4 

6.8 

6.5 

0.9 

10.4 

1.9 

REGIONAL  CHAINS— 

BI-LO 

31.8% 

1 

35.0% 

0.1 

31.3% 

1 

28.7% 

19% 

32  5% 

1               36.1% 

1 

Dillon  Companies 

22.5 

2 

24.8 

0.2 

20.5 

3 

17.3 

1.9 

28.3 

2               20.4 

2 

Fisher  Foods 

21.9 

3 

19.0 

1.2 

9.7 

6 

11.3 

0.9 

25.4 

4               19.6 

3 

Albertson's 

20.4 

4 

23.9 

0.5 

16.4 

4 

14.8 

1.2 

16.0 

6              15.4 

4 

Weis  Markets 

19.4 

5 

19.2 

0.0 

19.2 

2 

19.3 

4.1 

11.2 

12               10.5 

6 

Big  Bear  Stores 

15.5 

6 

16.1 

0.1 

14.5 

5 

13.7 

2.0 

10.7 

14               10.3 

7 

Giant  Food 

14.2 

7 

15.2 

0.5 

10.6 

9 

10.3 

1.3 

12.5 

11               10.1 

8 

Fred  Meyer 

13.9 

8 

12.5 

0.5 

9.0 

8 

10.3 

1.5 

15.6 

7               10.8 

5 

Colonial  Stores 

13.3 

9 

15.8 

0.3 

12.4 

7 

10.8 

1.4 

7.3 

18                8.0 

10 

Waldbaum 

12.4 

10 

15.5 

0.2 

12.9 

10 

9J 

0.8 

15.2 

8                9.1 

9 

Great  Scott  Suprmkts 

12.1 

11 

9.9 

0.4 

6.8 

11 

9.6 

0.3 

13.4 

10             -0.3 

14 

Alterman  Foods 

10.7 

12 

9.7 

0.6 

7.3 

12 

8.8 

0.9 

9.7 

16                0.1 

13 

Cullum  Companies 

10.3 

13 

5.7 

1.0 

4.9 

14 

7.6 

0.3 

25.6 

3                6.0 

11 

Marsh  Supermarkets 

10.1 

14 

10.7 

0.6 

7.8 

13 

8.0 

0.6 

11.0 

13                1.3 

12       ■ 

J  Weingarten 

8.1 

15 

11.7 

0.6 

8.5 

15 

6.6 

0.8 

9.9 

15             -2.9 

15 

Pueblo  International 

5.1 

16 

def 

0.6 

def 

17 

4.1 

def 

13.5 

9            -17.9 

19 

Shop  Rite  Foods 

4.4 

17 

2.5 

0.3 

3.9 

16 

5.2 

0.4 

3.8 

21            -14.6 

18 

Pneumo  Corp 

3.8 

18 

17.4 

0.6 

11.6 

18 

4.1 

1.5 

20.8 

5            -14.0 

17 

Thriftimart 

1.5 

19 

0.3 

0.2 

0.6 

19 

1.7 

0.0 

0.9 

24            -21.2 

?0 

Foodarama  Supermkts 

0.8 

20 

11.9 

0.3 

9.7 

20 

1.7 

0.6 

-0.3t 

25             -6.4t 

16 

Borman's 

def 

21 

4.3 

0.4 

3.6 

22 

0.3 

0.2 

4.5 

19               PD 

21 

First  Natl  Stores 

def 

22 

1.0 

0.2 

2.0 

23 

def 

0.1 

4.3 

20               PD 

?1 

IntI  Basic  Economy 

def 

23 

def 

0.9 

def 

21 

1.5 

def 

2.3 

22               PD 

?1 

Penn  Fruit 

def 

24 

def 

0.4 

def 

25 

def 

def 

8.7 

17               PD 

21 

Arden-Mayfair 

def 

25 

def 

1.6 

def 

24 

def 

def 

1.1 

23               PD 

21 

Medians 

10.3 

11.7 

0.4 

8.5 

8.0 

0.8 

11.0 

0.1 

Industry  Medians 

10.1 

10.7 

0.4 

7.6 

7.2 

0.8 

lU 

0.1 

Note:  Explanation  of  Yardstick 

calculations 

on  page  42 

t  Fou, 

^ear  growth. 

P-D  Profit  to  deficit 

def— Deficit. 
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Here  are  some  of  the  ways  that  Texaco 
is  helping  to  soh^e  our  energy  problem. 


In  1975,  Texaco's  drilling  and 
production  efforts  in  many  fields 
continued  to  help  to  enlarge  the 
world's  supply  of  petroleum  energy. 


We  spent  millions 
of  dollars  for 
offshore  leases  to 
drill  for  and 
produce  oil  and 
natural  gas. 


>[       During  1975,  Texaco's  marine  fleets 
**      transported  millions  of  barrels  per  day 
of  crude  oil  and  refined  products. 

We  continued  to  increase  the  capability 
of  several  of  our  U.S.  refineries  to  process 
high -sulfur  crude  oil  and  completed  a 
major  investment  program  at  five 
U.S.  refineries  to  produce  Lead-free 
Texaco  gasoline. 

In  1976,  Texaco  will  continue  to  search, 
drill,  invest,  and  experiment  to  increase 
the  world's  supply  of  energy. 

^EXACq] 

We're  working  to  keep  your  trust 


DISTRIBUTION- 

WHOLESALERS:  Yardstic 

ks  of  Manaj 

^ement  Performance 

PROFITABILITY 

■                    GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

SYear             5-Year 

5-Year 

Average 

Rank 

12  Montlis 

Ratio 

12  Months 

Rank 

Average 

Margin            Average 

Rank             Average 

Rank 

Malone  &  Hyde 

19.3% 

1 

20.3% 

0.1 

18.1% 

1 

16.9% 

1.4%         14.1% 

8                 14.4% 

7 

Super  Valu  Stores 

18.6 

2 

18.9 

0.7 

13.2 

6 

13.2 

0.7 

13.9 

9               11.2 

12 

Univar 

18.5 

3 

25.7 

0.6 

17.2 

9 

11.7 

2.9 

15.7 

7               23.6 

1 

Wetterau 

18.3 

4 

17.7 

0.5 

12.4 

2 

15.6 

1.2 

17.1 

6               13.1 

9 

Sysco 

17.4 

5 

18.5 

0.5 

13.9 

4 

14.8 

1.6 

28.9* 

2              19.0* 

2 

Scrivner 

16.9 

6 

22.4 

1.1 

12.9 

11 

11.3 

1.1 

17.6 

5               16.8 

5 

Nash  Finch 

16.1 

7 

19.3 

0.2 

16.5 

3 

14.9 

1.4 

13.4 

10               17.4 

4 

Fleming  Companies 

16.0 

8 

17.5 

0.3 

14.4 

5 

13.6 

0.8 

11.9 

14                8.2 

15 

Scot  Lad  Foods 

15.8 

9 

15.2 

0.5 

10.7 

13 

10.9 

0.8 

13.1 

11               10.6 

13 

CFS  Continental 

15.3 

10 

15.6 

0.8 

10.2 

12 

11.1 

1.8 

25.3 

3               14.0 

8 

Pac  Gamble  Robinson 

14.1 

11 

17.9 

0.1 

16.3 

7 

12.7 

1.2 

10.3 

16              18.2 

3 

Super  Food  Services 

13.2 

12 

15.8 

0.5 

9.7 

15 

8.6 

0.4 

6.4 

19               12.0 

11 

Flickinger 

12.9 

13 

14.8 

0.3 

11.9 

10 

11.7 

0.7 

12.7 

12               12.6 

10 

Federal  Co 

11.8 

14 

17.2 

0.2 

15.1 

14 

10.1 

2.7 

11.0 

15               15.5 

6 

IntI  Multifoods 

11.2 

15 

11.4 

05 

8.6 

16 

8.5 

1.7 

12.4 

13                9.8 

14 

Coca-Cola  Boting  NY 

10.3 

16 

7.6 

0.4 

6.4 

8 

12.2 

3.3 

24.8 

4                4.2 

16 

Dean  Foods 

9.4 

17 

15.8 

0.4 

12.1 

r 

7.6 

1.5 

7.2 

18                3.6 

17 

Di  Giorgio 

4.6 

18 

def 

0.8 

def 

18 

4.5 

def 

8.3 

17            -11.1 

18 

IntI  Foodservice 

def 

19 

def 

2.2 

def 

19 

3.1 

def 

67.2 

1                P-D 

19 

Medians 

15.3 

17.2 

0.5 

12.4 

11.7 

1.2 

13.4 

12.6 

MEATPACKERS. 

Frederick  &  Herrud 

25.5%t 

1 

13.7% 

0.6 

9.7% 

1 

19.80X)t 

0.7%         37.8%t 

1                3.4%t 

10 

Iowa  Beef  Processors 

2L1 

2 

24.7 

0.8 

14.2 

5 

12.5 

1.2 

19.5 

6              25.6 

4 

Hygrade  Food  Prods 

20.5 

3 

16.2 

0.2 

13.5 

2 

13.9 

1.4 

1.5 

16                D-P 

General  Host 

17.2t 

4 

20.1 

2.1 

10.5 

11 

7.0t 

1.8 

14.0« 

9              78.4** 

1 

Oscar  Mayer 

16.2 

5 

15.6 

0.2 

12.6 

3 

13.1 

2.6 

11.9 

11               13.5 

6 

Flavorland  Inds 

14.5 

6 

19.1 

0.6 

11.2 

7 

9.8 

0.8 

6.8 

13               12.3 

7 

Bluebird 

13.9 

7 

13.9 

0.7 

10.0 

6 

10.2 

1.1 

27.31 

3               11.9* 

8 

Greyhound 

13.0 

8 

10.7 

0.5 

7.5 

8 

8.5 

1.8 

25.3 

4                3.0 

11 

George  A  Hormel 

12.7 

9 

11.3 

01 

11.0 

4 

12.5 

1.4 

7.2 

12                9.0 

9 

Esmark 

12.0 

10 

14.7 

0.4 

10.4 

9 

8.4 

1.6 

5.6 

14               38.6 

3 

Monfort  of  Colorado 

8.8 

11 

25.5 

0.5 

18.3 

10 

7.7 

3.2 

16.6 

7                2.2 

12 

Spencer  Foods 

8.2 

12 

0.1 

1.0 

2.2 

12 

4.7 

0.0 

12.9 

10            -12.4 

13 

Rath  Packing 

def 

13 

def 

0.0 

def 

13 

def 

def 

5.4 

15               D-D 

15 

Amer  Beef  Packers 

def 

14 

def 

-1.5 

def 

14 

def 

def 

28.0 

2                P-D 

14 

MBPXL 

*9 

6.2 

0.4 

5.0 

»* 

0.4 

16.  U 

8               13.8* 

5 

Idle  Wild  Foods 

«* 

10.6 

0.2 

9.0 

** 

0.6 

23.9$ 

5              50.0* 

2 

Medians 

13.5 

13.8 

0.5 

10.2 

9.2 

1.2 

15.1 

11.9 

AGRICULTURAL  COMMOPlTIF.<; 

Cook  Industries 

34.0% 

1 

18.8% 

0.8 

12.8% 

1 

21.6% 

4.0%         32.3% 

1               71.4% 

1 

Great  Western  United 

23.2 

2 

110.4 

0.4 

40.3 

6 

11.7 

11.5 

3.3 

13               13.6 

8 

Holly  Sugar 

20.7t 

3 

** 

0.4 

«» 

3 

13.9t 

*» 

11.5 

11 

DEKALB  AgResearch 

18.0 

4 

17.9 

0.1 

14.5 

2 

14.8 

8.0 

20.3 

3               21.1 

4 

Archer  Danis  Midland 

15.2 

5 

21.5 

0.3 

15.0 

7 

10.9 

2.3 

26.1 

2               31.2 

3 

A  E  Staley  Mfg 

14.8 

6 

41.4 

0.3 

29.7 

5 

11.9 

6.5 

12.8 

10               149 

7 

Peavey 

14.6 

7 

16.0 

0.2 

13.2 

4 

11.9 

3.4 

13.6 

9               56.0 

2 

Central  Soya 

13.3 

8 

9.4 

0.4 

7.5 

8 

10.4 

1.0 

17.9 

5                8.1 

9 

Seaboard  Alld  Millng 

10.2 

9 

7.8 

0.7 

6.1 

9 

8.0 

0.7 

14.9 

8               18.3 

6 

Anderson-Clayton 

9.5 

10 

12.6 

0.2 

10.5 

10 

8.0 

3.9 

4.8 

12               18.4 

5 

ConAgra 

6.8 

11 

31.2 

1.4 

13.0 

11 

5.0 

1.8 

20.2 

4            -14.8 

10 

Savannah  Foods 

def 

12 

def 

0.8 

def 

12 

def 

def 

17.4 

6                PD 

11 

SuCrest 

def 

13 

37.5 

1.3 

15.1 

13 

def 

0.7 

15.7 

7                PD 

11 

Medians 

14.6 

18.4 

0.4 

13.1 

10.9 

2.9 

15.7 

16.6 

OTHER  WHOLESALERS. 

Lowe's  Companies 

26.3% 

1 

15.00/0 

0.4 

11.5% 

1 

21.6% 

3.1%         23.9% 

1               23.1% 

1 

Foremost-McKesson 

16.1 

2 

15.9 

1.0 

7.7 

4 

7.9 

1.5 

6.8 

4                5.7 

4 

Universal  Leaf 

12.4 

3 

14.9 

0.0 

14.2 

2 

12.0 

1.9 

86 

3                7.8 

3 

Amer  Hospital  Supply 

11.3 

4 

12.1 

0.2 

10.0 

3 

10.7 

4.6 

17.6 

2               11.9 

2 

Bergen  Brunswig 

1.4 

5 

7.6 

0.5 

7.1 

5 

4.0 

0.8 

6.7* 

5            -45.6* 

5 

Medians 

124 

14.9 

0.4 

10.0 

10.7 

1.9 

8.6 

7J 

Industry  Medians 

14.1 

15.7 

0.4 

llA 

lOJ 

U 

14.0 

12.3 

Note:  Explanation  of  Yardstick  calculations  or 
def— Deficit.        ••  Not  available;  not  ranked 

page  42 

t  Foury^ar  average. 

t  Four-year  growth. 

tf  Three 

year  growth.         P-D  Profit  to  deficit.         DO  Deficit  lo  deficit 
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Fiug  into  the  financial 
centers  of  the  wcMld. 


A  call  to  the  Swiss  Bank  Corporation  in 
the  United  States  and  you  are  in  contact  with 
the  Swiss  Bank  Corporation  in  Switzerland 
and  the,- financial  centers  of  the  world. 

We've  earned  ourselves  quite  a  reputation 
as  bankers  in  touch  with  the  financial  pulse 
of  the  world.  And  advice  from  us  on  anything 


from  letters  of  credit  to  foreign  exchange  is 
only  a  matter  of  giving  us  a  call. 

We're  the  oldest  and  largest  Swiss  bank 
in  the  United  States  and  we  offer  a  full  range  of 
commercial  services,  domestic  and  interna- 
tional. And  naturally,  we  do  business  in  a  Swiss 
manner... promptly,  efficiently  and  dependably. 


187^ 


SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


New  York  Branch  {212)  791-2777,  Chicago  Branch  (312)  346-0350,  San  Francisco  Agency  (415)  434-2640, 

Los  Angeles  Representative  Office  (213)  489-5900. 


Yes,  that's  right-5.2772%. 

That  is  the  interest  rate  which  Mary- 
land paid  for  its  most  recent  general 
obligation  bond  issue. 

$85,850,000.00  worth. 

Settlement  date:  Nov.  18,  1975. 

Such  figures  reflect  Maryland's  sta- 
ble and  diversified  economy,  its  man- 
datory balanced  budget,  and  overall 
investor  confidence  in  the  State's  fis- 
cal integrity. 

These  are  some  of  the  reasons  why 
many  companies  thinking  of  expan- 
sion or  relocation  are  taking  a  long, 
hard  look  at  Maryland. 

When  a  state  can  seM  bonds  at  5.2% 
in  today's  market,  it  must  be  doing 
something  right. 

Contact:  James  A.  McComas,  Jr. 

Maryland  Department  of  Economic  and 

Community  Development 

Room  F-16,  1748  Forest  Drive, 

Annapolis  Maryland  21401 

Phone:  (301)  267-5514 

Maryland 
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store,  he  did  not  hesitate  to  do  so. 

The  drug  chains,  hke  the  discount- 
ers, found  that  sales  did  not  neces- 
sarily mean  earnings,  as  increasing 
competition  cut  into  their  profits.  Only 
Skaggs  Cos.,  in  a  joint  venture  with 
Albertson's,  showed  much  improve- 
ment in  return  on  equity  over  its 
five-year  average. 

Some  specialty  retailers  suffered 
from  the  consumer's  discovery  that 
much  of  what  they  supply  is  not  ab- 
solutely necessary— such  as  Avon's 
cosmetics  or  Levitz's  furniture.  And 
homeowners  surprised  Lowe's  Cos. 
and  Wickes  Corp.  by  hanging  back 
from  home  repairs  and  moderniza- 
tion. On  the  other  hand,  specialist 
Genesco,  which  was  already  taking 
its  lumps  when  the  recession  began, 
is  benefiting  nicely  from  the  apparel 
upturn.  With  close  attention  to  costs, 
Genesco  is  a  much  more  profitable, 
though  smaller,  operation. 

Surprises 

Food  wholesalers  and  meat  proces- 
sors had  a  fairly  good  year,  passing 
on  their  higher  costs  to  supermar- 
keters  who  passed  them  on  again;  but 
there  were  exceptions.  Federal  Co., 
the  largest  processor  of  broiler  chick- 
ens, was  stjueezed  between  high  feed 
costs  and  low  broiler  prices;  and  pork 
processors  like  Highgrade  and  Blue- 
bird hit  by  a  shortage  of  hogs  plus 
consumer  resistance  to  the  resulting 
high  prices  for  pork  products.  But 
beef  did  well  by  scandal-tainted  yet 
profitable  Iowa  Beef  Processors, 
which  was  selling  more  of  its  output 
as  higher-margin  precut  meat.  Good 
grain  crops  last  year  should  help 
to  keep  feed  costs  down,  which  sug- 
gests another  good  year  ahead  with 
lower  consumer  resistance. 

The  only  food  processors  to  show 
windfall  profits  last  year  were  the 
sugar  refiners  and  their  analogs,  the 
com  products  refiners  like  A.E.  Sta- 
ley  who  make  substitute  sweeteners 
like  com  syrup.  Biit  they  may  never 
see  so  good  a  year  again. 

Elsewhere,  inflation  was  every  pro- 
cessor's and  distributor's  problem  last 
year:  The  consumer  looked  at  his 
budget  and  his  pocketbook,  and  often 
refused  to  buy  at  prices  that  reflected 
genuinely  higher  costs. 

Will   this   consumer  wariness   last' 
Will  consiuners,  once  the  recession  is 
over,  spend  like  they  used  to  spend 
Perhaps,  but  consider  this:  More  peo 
pie   were   affected   by   continuing   in 
flation    last   year   than    by    the    rec<vs 
sion.  Prudent  retailers  and  processors 
are  not  counting  on  a  swift  return  to 
the  conspicuous  consumption  of  the] 
past.  We  are  willing  to  be  surprised, 
they   .seenjed    to   say.    but    meant iino, 
we'll  play  it  safe.  ■ 

FORBES,   JANUARY    1,    197< 


THE  32  MIUION-DOLLAR 
COLLECTORS' ITEM 


Every  year  more  individuals  and  groups  are 
collecting  used  aluminum  cans,  taking  them  to 
Reynolds  for  recycling,  and  collecting  15<r  a 
pound  for  them.  By  helping  to  recycle  aluminum, 
they  are  also  helping  to  conserve  our  resources 
and  energy. 

Since  we  started  the  consumer  aluminum 
recycling  idea  in  1967,  we've  collected  the 
equivalent  of  more  than  4  billion  cans,  and 
have  paid  over  32  million  dollars  for  them. 

In  1975,  "collectors"  brought  cans  to  us  at 
more  than  double  the  rate  of 

1974;  in  the  past  year,  Reynolds      P^^cx^   REYNOLDS 
alone  recycled  more  cans  than 
the  entire  industry  did  in  1973. 


Not  only  does  recycling  keep  millions  of  bev- 
erage cans  out  of  the  garbage  heap,  it  conserves  a 
valuable  resource,  because  the  aluminum  is  used 
again  and  again.  And  it  saves  energy,  because  it 
takes  only  5%  of  the  energy  to  make  new  alumi- 
num from  scrap  as  it  does  from  viigin  ore. 

Today,  Reynolds  operates  70  permanent  re- 
cycling centers  across  the  country,  plus  nearly  150 
mobile  collection  units.  Soon,  we'll  be  in  every 
state  to  make  this  important  conservation  pro- 
gram even  more  effective.  It's  nice  to  have  started 
something  that's  so  popular,  and 
so  good  for  all  of  us.  Reynolds 
Metals  Company,  P.O.  Box  LH, 
Richmond,  Virginia  23261. 


where  new  ideas  take  shape  in 

ALUMINUM 


Conserving  our  resources  and  energy. 


Consumer  Goods 

Can  you  measure  the  force  of  the  recovery  ahead 
by  the  force  of  the  recession  at  hand? 


TiuiRE  IS  A  LAW  in  physics  that  says 
that  every  action  produces  an  equal 
and  opposite  reaction.  Economist  Fa- 
bian Linden  of  The  Conference  Board 
thinks  it  might  also  apply  in  econom- 
ics during  the  year  ahead.  Says  he, 
after  a  year  of  sharp  recession  and 
sweeping  cutbacks  in  consumer  buy- 
ing: "There  is  now  a  tremendous  pent- 
up  consumer  demand." 

The  consumer  goods  companies 
hope  he  is  right.  For  many  of  them, 
the  year  just  ended  was  the  most  dis- 
maying in  recent  memory.  Unlike  the 
recession  of  1970-71,  which  chiefly 
hit  the  diamond  and  Rolls-Royce 
classes,  this  one  has  squeezed  the 
more  numerous  lower-  and  middle-in- 
come groups  the  hardest.  For  the  first 
time  since  1948,  disposable  personal 
income  measured  in  constant  1958 
dollars  actually  declined. 

The  recession  made  consumers 
price-conscious,  but,  perhaps  para- 
doxically, it  also  made  them  quality- 
conscious.  They  cut  back  on  frozen 
cakes  and  pies,  switched  to  cheaper 


mixes  and  shunned  prestige  brands 
of  vodka.  But  they  also  switched 
somewhat  from  cheap  cosmetics  to 
Revlon;  and  TiflFany  did  well. 

Overall,  most  of  these  companies 
showed  lower  returns  on  equity.  If 
one  excludes  the  food  and  beverage 
group,  only  24  of  96  companies  listed 
last  year  increased  their  returns.  Al- 
most all  the  rest  were  down,  some 
sharply.  The  food  group  lifted  its 
median  profitability  from  13.4%  in 
1974  to  14.2%  in  1975. 

Why  did  the  food  companies  buck 
the  trend?  Because  their  raw  materi- 
al costs  declined.  Sugar,  for  example, 
went  from  15  cents  a  pound  in  early 
1974  to  65  cents  a  pound  in  De- 
cember, with  most  of  the  increase 
coming  in  the  fourth  quarter.  But  by 
October  1975  the  price  was  back 
down  to  15  cents.  Soybean  oil  was 
55  cents  a  pound  in  the  fourth  quar- 
ter of  1974;  by  October  1975  it  was 
20  cents. 

This  helped  the  food  processors, 
but   hurt    the    commodity   producers. 


When  commodity  prices  rose,  big  sug- 
ar refiners  like  Amstar  and  Castle  & 
Cooke  saw  their  margins  and  profits 
soar— and  then  retreat  when  prices 
dropped.  For  the  12  weeks  ended 
in  September  1975,  Castle  &  Cooke's 
earnings  dropped  almost  29%,  Am- 
star's  21%.  Still,  the  enormous  early 
year  profit  gain  allowed  C&C  to  post 
a  fine  increase  in  profitability,  from 
^  12.9%  in  1974  to  16.0%  this  year. 

When  commodity  prices  rose,  the 
processing  companies  raised  their 
prices;  as  a  result,  they  enjoyed  wid- 
er margins  when  commodity  prices 
dropped.  Thus  companies  Uke  Camp- 
bell Taggart  (a  bread  manufacturer) 
and  Kellogg,  Pillsbury  and  Quaker 
Oats  (all  heavy  sugar  users)  showed 
excellent  results  in  the  latter  part 
of  the  12-month  period.  There  is  con- 
siderable leverage  in  some  of  these 
companies.  Pillsbury,  says  Joseph  Gel- 
lert  of  Lehman  Bros.,  tends  to  show 
a  9-cent  earnings  change  for  every 
1-cent  movement  in  sugar  prices, 
while  Quaker  Oats  moves  5  cents  and 
Kellogg  2  cents.  Kellogg  and  Pills- 
bury both  moved  up  in  profitability. 

Analyst  Gellert  expects  1976  to  be 
another  good  year  for  food  company 
profits,  though  there  will  be  some 
crosscurrents.  With  sugar  prices 
down,    he    predicts    that    makers    of 
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1 

PROFITABILITY 

^1 

GROWTH 

Return  on  Equity 

D«U/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

S-Year 

S-Vear 

LatMt 

Equity 

Latest 

5-VMr 

5-Y«ar 

Profit 

5  Year 

5-Yaar            S-Yaar 

5-Year 

Amragt 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Averaga 

Rank             Avaraga 

Rank 

APPLIANCES. 

Maytag 

23.9% 

1 

22.0% 

0.0 

21.80/0 

1 

23.9% 

10.20/0 

5.9% 

12                 3.1% 

5 

General  Electric 

17.6 

2 

14.9 

0.3 

11.7 

2 

14.4 

4.1 

7.5 

9              10.3 

1 

Whirlpool 

17.3 

3 

11.6 

0.2 

9.7 

3 

13.5 

3.1 

9.8 

6                7.7 

3 

Zenith  Radio 

13.7 

4 

7.6 

0.0 

7.3 

4 

13.4 

2.2 

5.5 

13              -3.3 

8 

Hoover 

11.7 

5 

3.0 

0.0 

2.9 

5 

11.2 

1.1 

10.7 

5                4.1 

4 

Sunbeam 

10.6 

6 

8.7 

0.4 

6.9 

6 

8.7 

2.7 

13.3 

3                7.8 

2 

Scovill  Mfg 

10.1 

7 

1.9 

0.4 

3.1 

8 

7.2 

1.0 

6.6 

10             -0.3 

7 

Magic  Chef 

8.8 

8 

def 

0.2 

def 

7 

7.6 

def 

22.1 

1                3.0 

6 

RCA 

8.3 

9 

8.0 

1.0 

5.6 

10 

5.5 

2.0 

6.6 

11            -13.9 

10 

Westinghouse  Elec 

6.9 

10 

1.8 

0.4 

2.3 

9 

5.9 

0.7 

9.8 

7              -3.9 

9 

Singer 

5.0 

11 

def 

0.6 

def 

11 

5.3 

def 

8.3 

8            -15.0 

11 

Tappan 

1.0 

12 

def 

0.6 

def 

13 

1.8 

def 

13.4 

2                PD 

13 

Fedders 

0.4 

13 

def 

0.5 

def 

12 

2.3 

def 

13.1 

4            -46.3 

12 

Medians 

10.1 

3.0 

0.4 

3.1 

7.6 

1.1 

9.8 

-0.3 

HOUSEWARES  &  FURN'^ 

:hings«. 

Black  &  Decker 

16.5% 

1 

ll.Oo/o 

0.2 

9.60/0 

1 

14.4% 

5.40/0 

19.1% 

1            12.2% 

1 

Insiico 

12.8 

2 

8.6 

1.1 

5.6 

5 

7.3 

30 

10.0 

5          -0.2 

6 

Stanley  Works 

11.7 

3 

8.3 

0.3 

7.1 

2 

9.8 

3.4 

12.2 

3           10.1 

2 

Talley  industries 

10.1 

4 

10.7 

1.0 

6.5 

4 

7.3 

2.5 

2.2^ 

9                3.2t 

4 

Simmons 

8.9 

5 

6.6 

0.5 

5.0 

3 

7.7 

2.4 

10.9 

4                4.4 

3 

Ludlow  Corp 

7.0 

6 

def 

0.5 

0.6 

7 

5.9 

def 

8.8 

6              -5.5 

7 

Mohasco 

6.9 

7 

3.0 

0.6 

3.2 

6 

5.9 

1.0 

14.9 

2                2.4 

5 

Roper  Corp 

5.4 

8 

5.3 

0.6 

4.0 

8 

5.2 

1.2 

8.3 

7              -8.3 

8 

E  T  Barwick  Inds 

def 

9 

def 

4.4 

def 

9 

0.2 

def 

6.9 

8               P-D 

9 

Medians 

8.9 

6.6 

0.6 

5.0 

7.3 

2.4 

IOjO 

u 

Industry  Medians 

9,5 

6.0 

0.5 

4.5 

7J 

1.6 

dJ 

Ll 

Note:  Explanation  of  Yardstick 

calculations 

on  page  42.        t  Four 

year  growth 

P  D  Profit  to  deficit 

def-DeficH. 
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,,._,,>,  substitutes— CPC  International, 
Standard  Brands,  A.E.  Staley— will  see 
sales  and  margins  reversing  from 
windfall  levels  to  more  normal  levels. 
On  the  other  hand,  he  expects  con- 
venience food  companies— like  Con- 
solidated Foods  and  Pillsbury— to  do 
somewhat  better  in  1976.  And,  as 
other  sectors  of  the  economy  recover, 
Gellert  expects  the  more  diversified 
food  companies  like  Beatrice  Foods, 


Ralston  Purina  and  General  Mills  to 
improve  their  performance. 

If  food  was  up  in  1975,  the  ap- 
pliance and  apparel  groups  were 
really  clobbered.  Consumer  purchases 
of  durables  declined  sharply  in  the 
fourth  quarter  of  1974,  and  major  ap- 
pliance sales  to  dealers  continued  to 
decline  during  the  first  four  months 
of  the  year.  Overall,  analysts  expect  a 
20%  decline  in  appliance  sales  for  cal- 


ender 1975.  As  might  be  expected, 
median  profitability  in  the  group 
dropped  from  10.9%  in  1974  to  6.05?. 
Still,  not  everyone  suffered  equally. 
Maytag  and  Whirlpool  managed  to 
increase  their  market  shares,  while 
Black  &  Decker,  faced  with  increasing 
saturation  and  products  whose  pur- 
chase is  easily  postponed,  was  hurt. 
Color  TV  sales  were  down  again: 
Milton   Schlackman   of  White,   Weld 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

SYear 

Latest 

Equity 

Latest 

SYear 

5-Year 

Profit 

SYear 

SYear 

SYear 

SYear 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

DIVERSIFIFP  FOOPS 

Beatrice  Foods 

16.8% 

1 

16.20/0 

0.3 

13.0% 

1 

14.6% 

3.2% 

20.7<)(, 

3 

9.5% 

7 

General  Mills 

16.6 

2 

16.1 

0.5 

11.0 

6 

11.1 

3.4 

17.9 

4 

10.8 

4 

Standard  Brands 

15.7 

3 

17.1 

0.6 

10.5 

7 

10.7 

3.3 

9.7 

14 

8.0 

8 

Ralston  Purina 

15.5 

4 

16.5 

0.5 

11.7 

5 

11.1 

3.2 

12.9 

5 

9.6 

6 

CPC  International 

15.2 

5 

17.8 

0.3 

14.0 

3 

11.6 

3.8 

11.9 

6 

6.3 

13 

Norton  Simon 

14.6 

6 

13.5 

0.4 

9.1 

9 

9.5 

5.0 

8.2 

18 

12.7 

2 

Campbell  Soup 

13.8 

7 

14.1 

0.0 

13.3 

2 

13.3 

5.8 

8.4 

16 

7.1 

10 

Riviana  Foods 

13.3 

8 

15.0 

0.5 

10.5 

11 

9.3 

2.6 

24.8 

2 

11.9 

3 

Kraftco 

12.9 

9 

14.1 

0.3 

11.4 

4 

11.2 

2.5 

9.1 

15 

5.7 

14 

Kane-Miller 

12.4 

10 

14.4 

0.8 

10.2 

13 

8.6 

1.6 

25.4t 

1 

28.lt 

1 

Pillsbury 

12.2 

11 

15.6 

0.7 

9.5 

15 

8.3 

2.7 

10.0 

12 

6.6 

12 

General  Foods 

12.1 

12 

12.3 

0.3 

9.6 

8 

9.6 

2.9 

10.1 

11 

-1.0 

18 

Castle  &  Cooke 

11.3 

13 

16.0 

0.5 

11.6 

14 

8.3 

5.4 

11.8 

7 

10.4 

5 

Consolidated  Foods 

11.3 

13 

1.6 

0.3 

2.6 

10 

9.4 

0.6 

10.3 

10 
7 

2.0 
7.9 

16 

H  J  Heinz 

11.3 

15 

14.4 

0.3 

11.4 

12 

9.0 

4.0 

11.8 

9 

Borden 

10.1 

16 

11.1 

0.4 

8.3 

16 

7.9 

2.7 

10.0 

13 

7.0 

11 

Fairmont  Foods 

9.2 

17 

11.4 

0.6 

8.3 

17 

7.2 

1.4 

7.9 

20 

-0.9 

17 

Pet 

8.5 

18 

9.5 

0.4 

7.0 

18 

6.6 

2.2 

8.2 

19 

3.1 

15 

Di  Giorgio 

4.6 

19 

def 

0.8 

def 

19 

4.5 

def 

8.3 

17 

-11.1 

19 

United  Brands 

def 

20 

0.1 

0.9 

2.0 

20 

1.0 

0.1 

11.6 

9 

PD 

20 

Ward  Foods 

def 

21 

15.6 

5.9 

6.2 

21 

def 

0.5 

4.9 

21 

PD 

7.0 

20 

Medians 

12.2 

14.4 

0.5 

10.2 

93 

2.7 

10.1 

FOOD  SPECIALISTS. 

^^^^ 

^^^^^ 

DRINKS. 

Coca-Cola 

Heublein 

PepsiCo 

Adolph  Coors 

Jos  Schlitz  Brewing 

Anheuser-Busch 

Hiram  Walker 

Pabst  Brewing 

National  Distillers 

Seagram 

F  &  M  Schaefer 


25.20/0 

18.7 

18.1 

17.1 

lU    _ 

16.0 

12.7 

11.6 

11.1 

9.1 

def 


22.70/0 
20.9 
17.8 
14.2 
8.9 


0.0 
0.6 
0,6 
0.0 
0.4 


21.30/0 
14.0 
11.1 
14.1 
6.2 


23.20/0 
13.2 

12.4 

«• 

12.4 


6 
7 
8 
9 
10 
11 


14.8 
9.7 
9.4 

12.2 
8.5 
def 


0.3 
0.0 
0.0 
0.3 
0.3 
1.9 


10.4 
8.9 
86 
9.2 
7.1 
2.3 


6 

5 
7 
8 
9 
10 


12.0 

12.2 

10.7 

7.7 

7.5 

2.2 


7.80/0 
4.2 
4.4 
10.0 
3.1 
4.9 
59 
3.2 
5.3 
3.8 
def 


12.6o^ 

20.0 

15.7 

16.5tt 

14.3 

13.8 

4.9 

8.9 

4.9 

6.3 

7.0* 


6 
1 
3 
2 
4 
5 

10 
7 

11 
9 
8 


111% 
10.6 

99 

7.7tt 
12.5 

9.7 

5.4 

4.8 

9.5 

6.6 

PD 


i 


Kellogg 

23.50/0 

1 

27.50/0 

0.0 

25.20/0 

1 

21.20/0 

8.2% 

12.1% 

5 

9.7% 

3 

Carnation 

16.4 

2 

16.9 

0.3 

13.5 

3 

13.4 

4.3 

11.0 

7 

12.4 

2 

Am  star 

15.6 

3 

19.1 

0.3 

12.1 

9 

9.5 

2.4 

12.6 

4 

14.3 

1 

Wm  Wrigley  Jr 

15.5 

4 

18.6 

0.0 

18.0 

2 

15.3 

8.1 

9.2 

10 

5.6 

7 

Campbell  Taggart 

15.0 

5 

16.8 

0.3 

13.3 

5 

12.5 

2.7 

11.1 

6 

9.6 

4 

Nabisco 

14.3 

6 

13.9 

0.5 

9.5 

6 

10.8 

2.7 

14.3 

1 

1.9 

10 

Quaker  Oats 

13.7 

7 

12.7 

0.4 

9.1 

8 

10.0 

3.1 

13.1 

3 

8.7 

5 

Gerber  Products 

13.6 

8 

15.4 

0.1 

13.6 

4 

13.0 

5.7 

7,3 

12 

0.9 

11 

Hershey  Foods 

13.3 

9 

17.0 

0.2 

13.8 

7 

10.4 

5.3 

10.2 

9 

0.6 

12 

Del  Monte 

12.8 
9.5 

10 
11 

17.4 
7.7 

0.6 
0.9 

11.6 
5.1 

10 
12 

8.7 
6.7 

3.8 
1.8 

10.4 

8 

6.0 

6 

Green  Giant 

13.4 

2 

4.8 

8 

Stokely-Van  Camp 

8.2 

12 

10.0 

0.5 

7.2 

11 

6.9 

2.3 

7.1 

13 

4.8 

9 

Interstate  Brands 

6.8 

13 

12.2 

0.5 

8.4 

13 

5.3 

1.4 

8.4 

11 

-7.2 

13 

Libby,  McNeill 

3.2 

14 

5.0 

0.4 

4.8 

14 

3.1 

1.5 

5.0 

14 

DP 

American  Bakeries 

def 

15 

7.5 

0.6 

4.8 

15 

0.0 

0.5 

3.7 

15 

PD 

14 

Medians 

U£ 

15.4 

0.4 

11.6 

10.0 

2.7 

10.4 

5.2 

I 


2 

3 

4 

7 

1_ 

5 

9 
10 

6 

8 
11 


f 


Medians        16.0                  12.2         0.3 

9.2                  12.1           4.4 

12.6                      9.5             ^ 

Industry  Medians        12.9                  14.2         0.4 

10.2                   9.6           3.2 

10.3                       6.8 

Note:  Explanation  of  Yardstick  calculations  on  page  42.        t  Four-year  growth. 
••  Not  available;  not  ranked. 

U  Three-year  growth.        P  0  Profit  to  deficit. 

D  P  Deficit  to  profit;  not  tanked         del-Oeflcll- 
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People  invest 
for  one  reason: 

to  make  money. 


The  three  key  factors  in  making  money  are 
•premier  quality  investment  advice 
•order  executions  that  save  you  money 
•investing  through  a  financially 
dependable  firm 

For  seventy-one  years,  E.  E  Hutton  has 
;  been  helping  people  make  money. 


When  E.F.  Hutton  talks, 
people  listen. 


&  Co.  estimated  sales  of  around  6.8 
million  sets  to  dealers  for  the  full 
year  1975,  down  from  7.8  million  in 
1974  and  9.3  million  in  1973.  Zenith 
and  Sony  managed,  however,  to  in- 
crease market  share. 

With  less  money  available  and  con- 
sumers more  reluctant  to  buy,  stores 
began  cutting  their  apparel  inven- 
tories and  returning  goods  in  1974. 
Kellwood,  among  others,  was  hit  by 
cutbacks  at  Sears,  its  largest  cus- 
tomer. From  a  good  return  on  equity 
of  14.1%  in  1974,  Kellwood  plunged 
to  a  poor  0.9%  in  1975.  Oxford  In- 
dustries, another  supplier  to  the 
chains,  was  also  hurt.  Hart  Schaflner 
&  Marx  found  great  consumer  resis- 
tance in  its  traditional  lines. 

Conversely,  companies  like  Levi 
Strauss  and  Blue  Bell,  which  are  big 
in  leisure  clothes  and  denims  (in  fash- 


ion in  1975)  did  excellently— Blue  Bell 
despite  write-offs  and  losses  in  some 
of  its  smaller  divisions.  Levi  Strauss 
more  than  doubled  its  single-year  re- 
turn on  equity,  from  11.5%  to  23.7%. 
Both  companies  suffered  some  unit 
shipment  declines,  but  more  than 
made  up  for  them  by  price  increases 
that  ranged  up  to  35%.  Their  per- 
formance was  matched  by  their  stock 
prices:  Levi  Strauss  soared  from 
around  $13  at  the  end  of  1974  to 
over  $40,  Blue  Bell  from  $12  to  $39. 
Analysts  expect  1976  to  be  a  good 
year  for  the  apparel  industry.  In  the 
second  quarter  of  1975,  the  industry 
began  to  turn  up  as  stores  started 
buying  again.  "The  fourth  quarter  of 
1975  is  the  reverse  of  last  year,"  says 
one  analyst.  "Stores  will  take  anything 
they  can  find."  With  large  price  in- 
creases,  margins  have   also  widened. 


However,  dramatic  price  increases  in 
textiles  (which  will  be  passed  along 
in  higher  apparel  prices)  are  also 
opening  the   door  to   cheap   imports. 

If  consumers  were  reluctant  to  buy 
clothes,  they  were  increasingly  will- 
ing to  paint  their  faces.  The  big  cos- 
metics companies  had  a  good  year— 
especially  Revlon,  which  posted  a 
25%  increase  in  earnings  in  the  Sep- 
^  tember  1975  quarter  before  currency 
losses.  It  is  also  gaining  market  share, 
having  increased  unit  sales  an  esti- 
mated 10%  in  1975. 

Avon  also  reported  impressive 
earnings  gains;  but  Avon  did  so 
through  price  increases  and  low- 
ered costs.  Its  market  share  was  down 
substantially.  The  company  raised 
prices  22%  in  late  1974,  vs.  only  2% 
for  Revlon.  In  contrast  to  Revlon 's 
higher    unit    sales,    Avon's    domestic 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Utest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5- Year 

5-Year 

5-Year 

5Year 

Avtngt 

Rank 

12  Months 

Ratio 

12  Monttis 

Rank 

Average 

Marcin 

Average 

Rank 

Average 

Rank 

APPARFI 

VF  Corp 

17.9% 

1 

17.70/0 

0.1 

15.20/0 

1 

15.9% 

6.6% 

13.5%* 

3 

16.5%* 

1 

Levi  Strauss 

17.8 

2 

23.7 

0.4 

18.2 

2 

15.1 

5.1 

26.0 

1 

15.6 

3 

Oxford  Industries 

17.7 

3 

14.2 

0.4 

10.4 

4 

11.4 

3.2 

11.1 

7 

15.9 

2 

Blue  Bell 

16.0 

4 

18.0 

0.3 

14.6 

3 

13.3 

4.5 

19.3 

2 

14.7 

4 

Kellwood 

11.6 

5 

0.9 

0.7 

2.2 

5 

9.2 

0.1 

9.1 

8 

0.4 

5 

Jonathan  Logan 

10.6 

6 

2.3 

0.3 

2.4 

6 

8.2 

1.2 

7.5 

12 

-0.8 

6 

Warnaco 

8.2 

7 

def 

0.7 

0.5 

8 

6.4 

def 

9.1 

8 

-1.3 

7 

Hart  Schaff  &  Marx 

7.7 

8 

4.8 

0.5 

4.5 

7 

6.7 

1.8 

8.1 

11 

-3.8 

8 

Phillips-Van  Heusen 

5.1 

9 

1.7 

0.7 

2.4 

9 

4.4 

0.5 

8.6 

10 

-4.0 

9 

Hanes 

3.1 

10 

def 

0.7 

def 

11 

3.6 

def 

11.9 

6 

-19.9 

10 

Cluett,  Peabody 

1.3 

11 

def 

0.5 

def 

12 

2.8 

def 

6.0 

13 

-33.0 

11 

Rapid-American 

def 

12 

def 

5.2 

def 

10 

3.9 

def 

12.7 

4 

P-D 

12 

Genesco 

def 

13 

def 

0.8 

def 

14 

0.0 

def 

4.4 

14 

P-D 

12 

Manhattan  Industries 

def 

14 

def 

0.7 

def 

13 

0.1 

def 

12.4 

5 

P-D 

12 

Medians 

8.0 

u 

0.6 

2.3 

6.6 

0.3 

10.1 

-2.6 

TEXTILES. 

Collins  &  Aikman 

10.1% 

1 

3.8% 

0.4 

3.8% 

1 

8.70/0 

1.40/0 

10.5% 

2 

-2.8% 

7 

Reeves  Brothers 

9.8 

2 

4.9 

0.2 

4.6 

3 

7.6 

1.9 

5.4 

10 

4.1 

4 

Riegel  Textile 

9.6 

3 

10.6 

0.5 

7.5 

5 

6.7 

3.5 

7.5 

4 

7.3 

3 

Cone  Mills 

8.2 

4 

12.0 

0.2 

10.6 

2 

7.6 

4.3 

6.4 

6 

16.8 

1 

Burlington  Inds 

7.9 

5 

4.5 

0.5 

4.0 

7 

6.2 

2.0 

4.6 

11 

-4.1 

8 

West  Point-Pepperell 

7.7 

6 

8.8 

0.2 

7.9 

4 

7.0 

3.8 

5.7 

9 

0.4 

5 

Fieldcrest  Mills 

6.9 

7 

3.3 

0.7 

3.3 

8 

5.5 

1.1 

6.7 

5 

-6.8 

10 

Cannon  Mills 

6.5 

8 

7.3 

0.0 

7.3 

6 

6.5 

5.1 

3.8 

12 

-0.9 

6 

J  P  Stevens 

5.0 

9 

4.4 

0.5 

4.0 

11 

4.3 

1.6 

3.6 

13 

-5.1 

9 

United  Merch  &  Mfrs 

4.8 

10 

def 

0.9 

def 

9 

4.5 

def 

5.8 

8 

-8.9 

11 

Springs  Mills 

4.5 

11 

1.5 

0.3 

2.3 

10 

4.4 

08 

11.5 

1 

7.9 

2 

M  Lowenstein  &  Sons 

3.3 

12 

def 

0.7 

def 

12 

3.8 

def 

8.1 

3 

-10.3 

12 

Dan  River 

1.7 

13 

def 

0.5 

def 

13 

2.3 

def 

6.1 

7 

-18.3 

13 

Medians         6J 

4.4 

0.5 

4.0 

6.2 

1.6 

6.1 

-u 

Melville  Shoe 

23.5% 

1          21.5%        0.2 

17.90/0 

1 

19.5% 

4.2% 

17.0% 

1 

10.9% 

? 

McDonough 

16.3 

2 

15.6 

0.4 

12.3 

3 

11.5 

4.3 

9.3« 

5 

14.0tt 

1 

Interco 

13.9 

3 

13.1 

0.2 

11.6 

2 

12.2 

4.4 

11.0 

4 

7.8 

3 

United  States  Shoe 

12.4 

4 

13.5 

0.5 

10.1 

5 

9.7 

3.2 

11.4 

3 

3.3 

4 

Brown  Group 

11.1 

5 

5.7 

0.3 

5.1 

4 

10.0 

1.5 

11.7 

2 

-0.9 

5 

SCOA  Industries 

3.6 

6 

12.6 

1.0 

8.5 

6 

3.5 

LI 

6.4 

6 

-23.3 

6 

Medians        13.2                  13.3         0.4 

10.9                  10.8           3.7 

11.2 

5.6 

1 

Industry  Medians         7.9                    4.5         0.5 

4.0                   6.7            1.5 

8.6 

-OJ 

Note:  Explanation  of  Yardstick  calculations  on  page  42.        t  Four-year  growth. 

(4  Three-yeer  growth.         P-D  Profit  to  deficit. 

def-Deficlt. 
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»ad  line  of  fluid  and  pollution 
control  products  plus  steelmaking  put  Crane 
in  the  middle  of  today's  energy  picture. 

Take  a  petroleum  refinery  or  an  electric 
utility,  almost  anywhere  in  the  world,  and  you're 
likely  to  find  Crane  valves,  pumps  and  water  treatment  or 
pollution  control  equipment  at  work.  And  Crane  also 
supplies  the  casing  and  tubing  used  for 
exploration  and  drilling  by  oil  and  gas  producers. 
f         What's  Crane  up  to?  Sales  of  well  over 
$1  billion,  the  result  of  planned 
growth  in  areas  like  energy  with  i 

steel  and  fluid  and  pollution 
control  products.  i 


CRANE 


Crane  Co.,  300  Park  Avenue 
New  York,  New  York  10022 


Fluid  &  Pollution  Control 

Steel 

Building  Products 

Aerospace  ^•^'rrnrnft  Prnducts 


w 


\ 


5CHUU 


ADDING  A  LINK  TO  HIS  CHAIN... 


It  rained  for  five  days  when  Joe  went  into 
business  with  his  first  wagon.  Every  penny 
he  invested  almost  washed  away. 

As  the  sun  came  out,  business  began  to 
brighten.  It  wasn't  easy  but  Joe  managed  to 
support  his  family  and  by  the  end  of  the  year 
he  showed  a  small  profit. 

He's  now  reinvested  that  profit  in  another 
wagon  because  Joe  believes  in  himself  and  the 
American  way  This  year  he  has  two  wagons. 
Next  year  maybe  four  or  five.  After  that, 
who  knows? 


Union  Ca. 


In  the  final  analysis  it  was  the  profit  Joe  earned 
on  the  money  he  risked  in  his  business  that 
helped  him  grow  and  expand. 

It's  the  same  for  large  companies  like  Union 
Camp  Corporation.  We're  investing  $101  million 
to  expand  our  paper  mill  in  Franklin,  Virgini^. 
That  mill  supports  thousands  of  families  who 
in  turn  will  be  buying  goods  and  services 
and  helping  the  community  in  which  they 
live  to  grow. 

We  might  even  be  helping  a  guy  like  Joe  buy 
mother  wagon. 

Growing  in  more  ways  than  one. 

Uni«)n  (ump  Corpnt^iiinii.  Immi  VhIIov  KhjuI.  Wiivne.  Now  Jerscv  tl74 't( 


I 


Postponed  washing  machine   purchases  made  1975   sales  shrink  20%.   But 
replacement  sales  comprise  83%  of  the  market,  so  1976  should  be  better. 


unit  sales  (estimates  Brenda  Lee  Lan- 
dry of  White,  Weld  &  Co.)  were 
down  12%  to  14%  during  the  first  nine 
months  of  this  year. 

The  price  increases,  some  cost-cut- 
ting and  stable  raw-material  costs  en- 
abled Avon  to  show  a  20%  increase 
in  earnings  on  a  3%  sales  gain  in  the 
first  nine  months  of  1975,  But  for  the 
first  time  ever,  Revlon's  earnings,  on  a 
long-term  basis,  are  growing  faster 
than  Avon's.  In  the  long  run,  says 
Beverly  Lannquist  of  Morgan  Stan- 
ley, Revlon's  growth  is  the  more  pre- 


dictable.   Avon   has    now   become    a 
cychcal  company. 

Polaroid  finally  managed  to  im- 
prove its  profitability  after  a  number 
of  bad  years.  Its  SX-70  Model  III- 
the  cheapest  model— sold  moderately 
well,  and  its  improved  Polacolor  II 
Type  108  film  sparked  color-pack 
film  sales  to  what  White,  Weld's  Lan- 
dry thinks  may  be  the  best  year  in 
history.  Landry  estimates  that  SX-70 
losses  will  be  down  sharply,  from  an 
estimated  $1.70  a  share  in  1974  to 
around  $0.40  in  1975,  and  that  the 


SX-70  system  should  be  in  the  black 
next  year. 

Eastman  Kodak  also  had  a  good 
year,  despite  a  unit  sales  drop  early 
in  1975,  Kodak's  pocket  Instamatic 
line,  the  most  popular  camera  line 
ever  made,  passed  the  25-minion 
mark  in  the  late  summer  after  just 
three  years,  according  to  Dean  Wit- 
ter's  Larry  Phillips.  With  the  Bi- 
centennial year  coming  up,  both  Ko- 
dak and  Polaroid  can  look  forward 
to  a  good  1976.  Polaroid's  prospects 
are  somewhat  clouded  by  the  pro- 
spective entry  of  Kodak  into  the  in- 
stant-camera field.  The  market  is, 
however,  likely  to  expand. 

Most  drug  companies  were  down 
only  slightly  in  profitability,  because 
recessions  have  little  effect  on  drug 
sales.  Two  exceptions  were  Morton- 
Norwich  and  Upjohn.  Morton-Nor- 
wich was  hit  because  the  recession 
hurt  its  spread  of  nondrug  products- 
industrial  and  salt-derivative  chemi- 
cals, rock  salt,  industrial  salt  and  the 
like.  Upjohn  was  the  recipient  of 
some  unfavorable  publicity  on  its  Lin- 
cocin/ Cleocin    drug    group    that   cut 


CONSUMER  GOODS-PERSONAL  PRODUCTS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company 


SYtar 
AMraga 


5-YMr 
Rank 


LatMt 
12  Months 


Debt/ 
Equity 
Ratio 


Latest 
12  Months 


5-Year 
Rank 


5-Year 
Averace 


Net 
Profit 
Margin 


5-Year 
Average 


5-Year 
Rank 


5-Year 
Average 


5-Year 
Rank 


14.0 


TOBACCO.^. 

Loews         22.0% 

Philip  Morris  22.0 

R  J  Reynolds  I  nds         21.3 

American  Brands  14.0 

Havatampa  10.1 

Liggett  k  Myers  9.3 

General  Cigar 6.8 

Medians 

TOILETRIES  &  COSMETICS 

Avon  Producb 

Gillette 

Chesebrough-Pond's 

Revlon 

American  Cyanamid 

Medians 

HOUSEKEEPING  PRODUCTS 

^rox 

Procter  &  Gamble 

Economics  Laboratory 

Colgate-Palmolive 

Purex 

Kimberty-Clark 

Scott  Paper 

Medians 
PHOTO  EQUIPMENT 

Eastman  Kodak  20.8% 

Bell  &  Howell  9.7 

Polaroid  8.3 


17.9% 
20.5 
20.4 
12.3    . 
11.1 

9.8 

7.1 


2.0 
0.8 
0.3 
0.5 
0.2 
0.3 
0.5 


7.5% 
12.1 
14.4 

9.0 

9.8 

8.0 

6.1 


7.2% 
13.6 
14.6 
10.2 

9.2 

7.9 

6.2 


2.6% 

5.8 

6.6 

3.2 

1.1 

4.4 

1.4 


26.1% 
19.6 
11.6 
10.2 

7.8 

3.9 

5.1 


21.2% 
18.6 

9.4 

6.6 
10.5 

3.8 
-0.8 


12J 


0.5 


9.0 


9.2 


3.2 


33.2% 

23.5 

19.9 

19.3 

14.0 


26.3% 

17.9 

18.5 

18.9 

14.8 


0.0 
0.4 
0.2 
0.4 
0.2 


25.1% 

12.8 

15.1 

14.5 

12.0 


30.4% 

17.5 

16.1 

13.8 

11.7 


9.6% 

5.6 

7.1 

8.2 

7.7 


10.2 


u.3o^ 

14.8 

18.5 

11.3 

8.6 


94 


9.9% 
4.8 
9.8 
11.6 
6.0 


19.9 

18.5 

0.2 

14.5 

16.1 

7.7 

14.3 

9.8 

24.7% 

1 

17.3% 

0.4 

13.0% 

1 

19.0% 

3.0% 

20.2% 

1 

8.1% 

4 

18.5 

2 

17.0 

0.2 

13.6 

3 

15.6 

5.6 

10.9 

4 

10.8 

3 

18.3 

3 

16.6 

0.3 

12.0 

4 

14.0 

5.3 

17.3 

2 

13.6 

1 

16.5 

4 

19.1 

0.1 

16.2 

2 

15.9 

4.6 

14.7 

3 

12.0 

2 

13.3 

5 

14.7 

0.3 

10.5 

5 

9.4 

4.4 

8.3 

6 

4.6 

6 

10.4 

6 

14.0 

0.3 

10.6 

6 

8.4 

6.3 

9.5 

5 

5.6 

5 

9.1 

7 

10.2 

0.4 

7.4 

7 

7.0 

5.5 

7.1 

7 

-1.1 

7 

16.5 

16.6 

0.3 

110 

14.0 

5.3 

10.9 

8.1 

^^^^ 

18.4% 
6.6 
7.4 


0.0 
0.0 
0.0 


17.5% 
5.3 
7.4 


19.6% 
8.3 
8.3 


13.0% 
2.7 
6.0 


9.4% 
7.5 
10.8 


8.9% 
3.9 
-4.7 


Medians 


9.7 


74 


0.0 


74 


S3 


6.0 


94 


3^ 


industry  Medians        174 


16.8 


OJ 


12.0 


12.7 


5.6 


10.9 


8.S 


ta:  Explanation  of  Yardstick  calculations  on  page  42. 
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"In  a  large  bowl,  combine  600  of  eggs,  450  of  medium  cream,  160  of  oregano, 
and  100  of  dry  mustard.  Dip  $7.50  of  loin  pork  chops  into  this  mixture  and  roll 
in  650  of  bread  crumbs.  Heat  900  of  peanut  oil  in  a  heavy  skillet  and  slowly 

fry  the  chops  on  940  of  gas."  Orawino  by  Koren;  ©  1975  The  New  Yorker  Magozine, 


Inc. 


sales  in  half  before  diey  stabilized 
at  around  $30  million  for  1975.  Most 
of  the  drop,  says  Oppenheimer's  Ar- 
thur Rauch,  comes  straight  off  the 
bottom  line  because  of  leverage. 

But  Rauch  expects  Upjohn  to  come 
back  strong  in  1976,  largely  because 
of  a  new  antiarthritic  drug  called 
Motrin  that  is  said  to  be  the  best- 
selling  new  product  in  U.S.  pharma- 
ceutical history.  Upjohn  has  the  sales 
rights  for  the  Western  Hemisphere- 
acquired  from  Britain's  Boots  Ltd.— 
but  has  been  capacity-short  all  year. 
The  drug  is  on  allocation,  but  still 
managed  to  top  the  $100-million  an- 
nual sales  rate  by  October,  and  is 
growing  rapidly.  With  no  capacity 
problems  next  year  and  a  new  tax- 
exempt  operation  in  Puerto  Rico,  Up- 
john can  recoup  a  poor  1975  in  which 
profitability  dropped  from  21.9*  to 
15.8%.  Other  companies  that  Rauch 
expects  to  do  well  in  1976  include 
Bristol-Myers,  G.D.  Searle,  Johnson 
&  Johnson  and  Abbott  Laboratories. 

For  other  consumer  goods  outfits, 
recouping  after  the  recession  depends 
a  great  deal  on  whether  that  pent-up 
demand  is  really  there.   ■ 


CONSUMER  GOODS— HEALTH  CARE:  Yardsticks  of  Management  Performance 


PROFITABILITY 


Return  on  Equity 


Return  on  Total  Capital 


Company 


5-YMr 
Awraflt 


5-VMr 
Rank 


Latnt 


12 


Equity 
Ratio 


Lataat       5-Yaar         5-Yaar 
12  MoRtin     Rank 


Praftt 
Margin 


28.6% 

28.3 
23.3 
22.6 
17.7 
17.3 
17.2 


22.6 


FTHICAL  DRUGS, 

Merck 

Schering-Plough 

EOUIIy 

SmithKline  Corp 

Pfner 

Upjohn 

Squibb 

Medians 

PROPRIETARY  DRUGS, 

Amer  Home  Producb 

Bristoi-Myen 

Sterling  Drug 

Warner-Lambert 

Richardwn-Merrell 

Miles  Laboratories 

Morton-Nofwich 

Medians 

HEALTH  CARE  PRODUCTS  &  SERVICES. 


27.9% 

26.7 

21.3 

22.1 

17.1 

15.8 

16.8 


0.0 
0.0 
0.0 
0.4 
0.3 
0.1 
0.4 


27.5% 

26.3 

20.7 

16.3 

13.4 

14.2 

12.8 


27.5% 

27.5 

22.4 

20.8 

14.8 

15.9 

13.0 


15.7% 
17.2 
14.9 
10.7 

9.0 

7.4 

8.8 


13.7% 

15.41 

15.2 

9.6 
12.1 
14.8 

8.1 


12.3% 

23.7* 

15.0 

4.4 

9.7 
10.0 
10.0 


2U 


0.1 


16.3 


20.8 


10.7 


13.7 


10.0 


30.0% 

20.9 

20.3 

16.8 

13.5 

12.3 

11.5 


30.6% 
22.5 
17.5 
17.6 
13.6 
12.7 
7.9 


0.0 
0.2 
0.1 
0.1 
0.3 
0.8 
0.5 


30.9% 

19.7 

16.2 

15.0 

12.2 

8.1 

6.4 


30.1% 

17.4 

18.7 

14.9 

12.7 

7.8 

8.5 


11.0% 
7.6 
8.7 
8.2 
6.8 
4.1 
3.2 


10.7% 
11.3 

9.8 
16.1 
11.2 

8.4 

9.7 


16.8 


17.5 


0.2 


15.0 


14.9 


7.6 


10.7 


11.4% 
10.0 

8.2 
11.0 

7.9 

2.6 

2.3 

8.2 


GD  Searle 

Johnson  &  Johnson 

Baxter  Laboratories 

Abbott  Laboratories 

Bedon,  Dickinson 

Hospital  Corp  of  Am 

Amer  Hospital  Supp^ 

Bausch  ft  Lomb 


27.3% 
19.0 
14.9 
14J 


2340/0 
18.2 
15.5 
17.9 


0.6 
0.0 
0.8 
0.5 


16.9% 
17.4 
9.8 
11.9 


19.6% 
18.3 
9.2 
11.2 


11.4% 
8.4 
7.7 
7.2 


24.7% 
14.9 
23.6 
12.9 


13.1% 
18.0 
19.5 
7.2 


14.5 

5 

15.8 

0.4 

12.0 

5 

10.3 

7.4 

14.5 

7 

10.6 

7 

14.4 

6 

16.6 

1.7 

7.1 

8 

7.4 

5.9 

42.9 

1 

25.7 

1 

11.3 

7 

12.1 

0.2 

10.0 

4 

10.7 

4.6 

17.6 

4 

11.9 

6 

11.3 

8 

11.9 

0.5 

8.8 

7 

9.1 

3.9 

14.5 

6 

14.4 

4 

Medians        147                 16.2         0.5 

11.0 

10J» 

U 

16J 

13J 

Industry  Medians       173                  17.3         OJ 

13J 

14.9 

8J) 

14.1 

10.8 

Nota:  Explanation  of  Yardstick  calculationt  on  paga  42.        t  Four  yaar  growth. 
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Santa  Fe 
FIJUS= 


On  the  tracks  .  .  .  12,500  miles  of  railway 
(5,000  miles  of  it  all  welded  rail);  plus  19,800 
miles  of  trucking;  2,700  miles  of  pipeline. 

Along  the  tracks  . .  .  real  estate, 
plant  sites,  construction  plus  Santa  Fe 
natural  resources  producing  47,000 
barrels  of  oil  a  day;  along  with 
300  to  400  million  tons  of  low-sulph 
coal  ready  for  development  in 
New  Mexico  and  lumber  from 
630,000  acres  of  forest  land  in 
Texas  and  Louisiana. 


""       Santa  Fe  is  not  a  "Johnny-come-lately  " 
with  diversified  operations.  We've  been  de- 
veloping real  estate  for  100  years,  operating  a 
busy  truck  line  for  50  years,  lumber  for  39  years, 
in  petroleum  production  for  78  years  and  managing 
coal  properties  for  89  years. 

All  this  and  107  years  of  running  a  railroad.  Today,  there 
are  more  than  40  companies  in  our  family. 

The  name  Santa  Fe  covers  it  all, — progressive  freight  transpor- 
tation plus  natural  resources,  plus  real  estate  and  construction. 


For  facts  about  the  many  ways  Santa  Fe 
can  serve  you,  just  drop  a  line  to: 


SANTA  FE  INDUSTRIES,  INC. 

224  South  Michigan  Avenue  •  Chicago,  Illinois  60604  •  (3J2)  427-4900 
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Information  Processing 

The  days  of  one-company  control 
are  fading  in  copiers  and  computers. 


This  industry  used  to  be  a  shoo-in. 
Only  two  companies  mattered— Inter- 
national Business  Machines  in  com- 
puters and  Xerox  in  copiers— and  they 
simply  cranked  out  robot-hke  earnings 
gains  year  after  year  while  the  also- 
rans  generated  yawns. 

But  times  have  changed.  Big  earn- 
ings gains  are  no  longer  quite  so  auto- 
matic at  Xerox  and  IBM.  As  the  chart 
on  page  108  shows,  both  have  fallen 
far  off  their  accustomed  growth  pace. 
They  still  own  huge  market  shares- 
IBM  65%  in  computers,  Xerox  83%  in 
plain-paper  copiers— but  their  markets 
have  now  reached  middle  age.  There 
aren't  as  many  new  customers  to  pick 
up  anymore,  at  least  not  of  any  size, 
and  the  old  customers  are  chock-a- 
block  with  existing  equipment. 

What's  more,  some  of  those  weak- 
ling also-rans  are  no  longer  so  weak. 
Burroughs  and  Sperry  Rand's  Univac 
division  have  become  sturdy  competi- 
tors, and  Honeywell,  whatever  its  cur- 
rent earnings  difficulties,  cannot  be 
overlooked.  In  copiers,  Xerox'  panty- 
waist  competition  of  yesteryear  has 
been  replaced  by  powerful  challenges 
from  IBM  and  Eastman  Kodak. 

Last    year's    recession    didn't    help 


anyone  in  information  processing, 
least  of  all  the  two  market  leadersi 
Net  computer  shipments  (after  trade- 
ins)  declined  about  16%  last  year. 
Revenues  were  further  depressed  as 
more  customers  opted  for  leases  rather 
than  outright  purchases  in  order  to 
conserve  cash.  Without  a  nice  in- 
crease in  revenues  from  computer  ser- 
vices, IBM's  earnings  growth  for  1975 
would  have  been  even  slower. 

For  Xerox,  it  was  an  especially  so- 
bering year.  On-going  rental  income 
from  its  bread-and-butter  business, 
plain-paper  copiers,  rose  at  a  normal 
pace.  But  its  customers  placed  fewer 
orders  for  new  equipment  and  pre- 
ferred rentals  to  purchases.  Xerox' 
costs  soared,  too— from  inflation  as 
well  as  from  expenses  tied  to  new 
product  introductions. 

It  was  the  year,  too,  that  Xerox' 
competition  got  much  hotter.  Until 
IBM  barged  into  the  copier  market 
in  1970,  Xerox  had  been  blessed 
with  fairly  weak  competitors— small- 
ish, skimpily  capitalized  companies 
with  plenty  of  problems  of  their  own. 
In  five  years  IBM  has  managed  to 
pick  up  a  9%-to-10%  market  share  in 
plain-paper    copiers.    Then    last   year 


Eastman  Kodak  plunged  into  the 
market  with  its  new  Ektaprint  100 
copier,  making  a  splash  that  rivaled 
IBM's  entry.  Both  Xerox  and  IBM 
stiffened  the  competition  with  unpre- 
cedented price  cuts.  It  is  clear  that  in 
copiers,  the  era  of  single-company 
domination  is  over. 

Xerox  threw  in  the  towel  in  main- 
frame computers  last  year— to  the  tune 
of  an  $84.4-million  write-off.  It  had 
never  managed  to  get  a  good  grip  on 
computers  after  acquiring  Scientific 
Data  Systems  in  1969.  It  had  pumped 
a  huge  amount  of  capital  into  a  fairly 
narrow  product  line,  scientific  com- 
puters. When  it  was  clear  it  would 
have  to  pour  in  $150  million  to  $200 
million  more.  Chairman  C.  Peter  Mc- 
Colough  decided  to  pull  up  stakes 
and  quit  the  field. 

The  Gentle  Threat 

IBM,  though  far  more  successful  in 
its  counterinvasion  of  Xerox'  turf,  is 
nonetheless  not  bowling  over  the  com- 
petition the  way  it  did  once.  Witness 
its  cautious  entry  into  the  next  com- 
puter generation.  IBM's  System  370 
is  approaching  maturity.  Needed  now 
is  a  generation  of  machines  designed 
for  the  communications-linked  "on- 
line" computer  systems  that  are 
counted  on  to  perk  up  the  industry's 
future  growth.  This  in\'olves  haxing 
a  strong  capability  in  terminals  and 
minicomputers  as  well  as  in  main- 
frame computers.  By  now,  the  IBM 
of  old  would  doubtless  have  blitzed 


INFORMATION  PROCESSING:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company 


SYear 
Average 


5-Year 
Rank 


Debt/ 

Latest  Equity 

12  Months         Ratio 


Latest 
12  Months 


5-Year 
Ranli 


SYear 
Average 


Net 
Profit 
Margin 


5-Year 
Aweraga 


5-Year 
Rank 


5-Year 
Average 


5-Year 
Rank 


COMPUTERS- 

IBM 

19.40/0 

1 

I8.20/0 

0.0 

17.70/0 

1 

I8.20/0 

13.50/0 

12.10/0 

5 

12.9% 

4 

Hewlett-Packard 

17.4 

2 

18.2 

0.0 

17.7 

2 

17.2 

8.6 

19.6 

2 

19.3 

2 

Digital  Equipment 

14.7 

3 

13.6 

0.2 

12.1 

3 

14.9 

8.9 

35.9 

1 

25.5 

1 

Burroughs 

13.7 

4 

13.5 

0.2 

11.1 

4 

10.4 

9.5 

13.8 

3 

16.6 

3 

Speriy  Rand 

11.6 

5 

12.9 

0.4 

9.3 

5 

9.1 

4.4 

9.5 

8 

8.2 

5 

Honeywell 

9.2 

6 

6.0 

0.4 

4.8 

6 

6.3 

2.1 

12.4 

4 

3.0 

6 

NCR 

5.4 

7 

11.3 

0.8 

8.1 

7 

4.9 

3.9 

9.8 

7 

-3.6 

8 

Control  Data 

4.7 

8 

1.6 

0.6 

2.6 

8 

4.2 

0.9 

11.6 

6 

1.4 

7 

Medians 

12.7 

13.2 

0.3 

10.2 

9.8 

6.5 

12.3 

10.6 

COPIERS  &  OFFICE  EQUIPMENT— 

Xerox 

23.10/0 

1 

19.70/0 

0.5 

14.50/0 

1 

18.20/0 

8.70/0 

22.8% 

1 

15.30/0 

1 

Moore  Corp 

19.3 

1 

20.6 

0.2 

15.0 

2 

16.6 

7.1 

15.2 

3 

12.5 

2 

Nashua 

14.9 

3 

4.1 

0.5 

3.8 

3 

11.3 

1.1 

21.3 

2 

7.6 

4 

A  B  Dick 

14.4 

4 

6.1 

0.3 

5.5 

4 

10.5 

1.6 

13.5 

4 

11.1 

3 

Pitney-Bowes 

7.9 

5 

18.4 

0.6 

12.1 

5 

5.8 

5.8 

12.7 

5 

-6.2 

5 

Adgraph  Muitigraph 

2.8 

6 

2.5 

0.4 

3.0 

7 

3.1 

0.9 

5.3 

7 

-24.5 

7 

Victor  Comptometer 

2.8 

6 

def 

0.5 

def 

6 

3.3 

def 

8.1 

6 

-24.4 

6 

Medians 

14.4 

6.1 

0.5 

5.5 

10.5 

1.6 

13.5 

7.6 

Industry  Medians 

13.7 

12.9 

0.4 

9^ 

lOJ 

4.4 

12.7 

8.2 

Note:  Explanation  of  Yardstick  calculations  on 

page 

42.      def-Deficit. 

.^^, 

^^^^ 
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Now,  a  whole  new  set  of  rates  from  Hertz ! 

Hertz 

Super  Saver 
Rates! 


"Now  pick  the  Hertz  car 
you  want  at  the  Super  Saver  Rate  that 
can  save  you  the  most  money!" 


Hertz  Super  Saver  Rates 


PintOS  or  similar  class  car. 


Mavericks 

or  similar  class  car 


MonarchS  or  similar 

Granadas  class  car 


13 


«/&  any  day  plus  gas. 


No  charge 
for  mileage! 


^       ^1     and  ^^^^^ 


95 

a  day 
plus  17* 
a  mile 
and  gas. 


Call  800-654-3131  or  your  travel  agent. 

These  rates  are  non-discountable.  Cars  rented  at  the  $13.95  Super 
Saver  Rate  must  be  returned  to  the  renting  location.  These  rates  are  not 
available  at  all  locations.  One-way  rentals  of  larger  class  cars  are  avail- 
able without  drop-off  charge  between  major  cities.  Check  Hertz  for  details. 

The  Superstar  in  rent-a-car. 


-Emz  STSTtM  INC    1975 


HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS 


ihf  inurket  -vith  a  revolutionary  prod- 
uct, and  competitors  would  be  scram- 
hliug  breathlessly  to  catch  up. 

But  this  time  IBM  has  moved  slow- 
ly. It  doesn't  have  both  the  equip- 
ment and  the  programs  ready  yet.  In- 
stead, it  now  appears  IBM  will  bring 
out  modifications  to  existing  370 
equipment  over  the  next  year  or  two, 
postponing  its  evolutionary  Future 
System  (as  it's  called  around  the 
trade)  until  later  in  the  Seventies.  The 
result:  For  once  its  competitors  have 
some  breathing  room,  both  to  con- 
tinue selling  older  computers  and  to 
get  a  leg  up  on  the  next  generation  of 
equipment.  As  Arthur  D.  Little's 
Frederic  G.  Withington  puts  it: 
"Right  now  the  other  mainframe  com- 
panies have  a  window  to  gain  cus- 
tomers at  IBM's  expense." 

Honeywell,  for  example,  is  pushing 
hard  with  its  new  Series  60  line,  to 
which  it  is  heavily  committed  for  the 
balance  of  the  Seventies.  Sales  were 
turning  up  at  year's  end,  but  Honey- 
well still  has  its  hands  full— in  com- 
puters as  well  as  elsewhere  in  its  in- 
dustrial and  residential  controls  busi- 
nesses. The  company's  earnings  had 
been  down  for  two  preceding  years, 
and  its  new  management  has  been 
hoarding  cash  where  it  can  find  it. 
Honeywell  is  also  relatively  weak  in 
computer  terminals,  which  could 
hamper  its  growth  as  communications- 


IBM's  5100  minicomputer  is  no  tune- 
calling  product,  but  a  response  to 
challenges  by  small  competitors  Digi- 
tal Equipment  and  Hewlett-Packard. 

Unked  on-line  systems  come  into  in- 
creasing vogue. 

IBM's  stiffest  competition  is  com- 
ing from  Burroughs  and  Sperry  Rand, 
both  of  which  are  well  along  in  the 
development  of  on-line  systems.  Of 
the    two,    Sperry    currently    has    the 


greater  market  share,  thanks  largely 
to  its  very  successful  acquisition  of 
RCA's  customer  base  at  the  end  of 
1971.  In  fact,  though  Sperry  Rand  is 
quite  diverse,  with  farm  equipment, 
guidance  systems  and  electric  shavers, 
almost  half  its  earnings  are  now  com- 
ing from  its  Univac  computer  division. 
Burroughs  has  a  similar  product 
spread,  running  from  minicomputers 
and  terminals  to  large  systems.  Both 
Burroughs  and  Sperry  Rand  are  now 
earning  respectable  profit  returns,  as 
the  Forbes  Yardsticks  indicate.  In 
these  two,  IBM  now  faces  the  most 
formidable,  best-financed  competi- 
tion it  has  ever  confronted  in  the 
mainframe  market. 

Minicomputers,  which  will  play  an 
increasingly  important  part  as  on-line 
systems  grow,  are  currently  the  fast- 
est-growing segment  of  the  computer 
business.  Here  IBM's  most  trouble- 
some competition  is  not  from  the  oth- 
er mainframe  manufacturers.  Rather  it 
is  coming  from  two  far  smaller  out- 
fits that  have  been  in  minis  longer. 
Digital  Equipment  and  Hewlett-Pack- 
ard. The  race  in  minis  is  neck-and- 
neck  among  these  three.  In  the  end, 
dec's  and  H-P's  lack  of  integrated 
mainframe  computers  may  hinder 
their  progress.  But,  as  you  can  see 
from  their  Yardstick  rankings,  both 
are  going  great  guns  right  now. 

It  might  be  going  too  far  to  say 
that  IBM  is  slipping,  but  certainly  its 
competition  is  gaining. 

For  Xerox,  much  hinges  now  on 
the  fate  of  its  high-speed  machine,  the 
9200  copier-duplicator  it  introduced 
over  a  year  ago.  Instead  of  aiming  for 
growth  in  the  increasingly  saturated 
copying  market,  Xerox  is  using  the 
9200  to  make  inroads  in  the  huge  ofl^- 
set  duplicating  field  where  A.B.  Dick 
and  Addressograph-Multigraph  op- 
erate. It  figures  that  high-speed  copi- 
ers like  the  9200  can  displace  $1.3 
billion  of  duplicator  sales.  So  far, 
however,  sales  of  the  9200  have  been 
slower  than  expected,  largely,  Xerox 
says,  hccau.se  of  the  recession.  Mean- 
while IBM  is  reportedly  gearing  up 
for  a  try  at  duplicators,  and,  of  course, 
lK)th  AM  and  A.B.  Dick  have 
wheeled  up  new  products  to  protect 
their  flanks. 

There  is  still  plenty  of  growth  left 
in  both  copiers  and  computers— more 
than  in  most  major  industries.  But  it 
won't  be  the  kind  of  superheated 
growth  of  years  gone  by,  accompanied 
by  swift  technological  change,  which 
permitted  the  two  muscular  frontrun- 
ners  to  keep  their  competitors  gasp- 
ing. IBM  and  Xerox  should  continue 
to  get  the  largest  slices  of  their  respec- 
tive pies  for  some  time  to  come,  but 
both  will  do  a  lot  more  sharing  than 
in  the  pa.st.   ■ 
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Utah  Power  &  Light  Co.  Huntington  First  Unit 
with  Covered  Coal  Conveyor 


Utmfower 

hos  low-sulfur  cool 

to  generate  electricity 

beyond  the  yeor  2^^^ 


•  •  I 


Utah  Power  &  Light  is  located  in  an  area 
having  huge  deposits  of  high  quality,  low-sulfur 
coal  (one  half  of  one  percent  sulfur  content), 
and  the  company  estimates  that  it  already  owns 
or  has  proprietary  rights*  to  sufficient  coal 
supplies  to  fuel  all  steam  generating  plants 
planned  for  construction  between  now  and  the 
year  2000.  through  the  life  of  the  plants. 

This  helps  to  assure  Utah  Power's  long 
term  fuel  supply  for  its  generating  plants— and 
at  relatively  low  cost.  Seventy  percent  of  the  ^ 

company's  generating  capacity  is  now  located  at  mine 
mouth,  and  based  on  plans  for  future  construction,  this 
proportion  i§  expected  to  grow. 

For  more  information  and  the  latest  financial  data  on 
why  Utah  Power  is  an  attractive  investment  opportunity 
today,  please  return  the  enclosed  coupon  or  contact  your 
investment  broker. 


C.  L.  Hoskins.  Vice  President  &  Treasurer 
Utah  Power  &  Light  Company,  Dept.  244 
P.O.  Box  899.  Salt  Lake  City,  Utah  84110 

Please  send  latest  Annual  Report  and 
other  financial  data. 


er    m 


Name  _ 
Address 


Zip 


U 


uloh  poufCf  &  ligM  co« 


Utah  Power  has  contracts,  letters  of  intent  and  options  covering  approximately  410  amount  to  approximately  18  million  tons  Also,  the  company  estimates  that  there  are 
million  tons  of  high  quality  coal  and,  in  addition,  coal  reserves  available  from  company-  several  hundred  million  tons  of  low-sulfur  coal  in  reserves  on  which  it  has  pending 
owned  land  and  leased  interests  now  supplying  the  Carbon.  Gadsby  and  tHale  plants     preference  right  lease  applications. 


Leisure 

Budgets  may  shrink  when  times  turn  bad, 
but  people  still  feel  like  having  a  fling. 


As  LONG  as  Americans  had  plenty 
of  extra  change  jingling  in  their  pock- 
ets, leisure  companies  figured  to 
boom.  But  what  happens  in  an  era  of 
70-cent  gasoline— when  more  and 
more  Americans  must  scrimp  to  buy 
traditional  necessities  like  food,  cloth- 
ing and  shelter? 

Based  on  last  year's  results,  the 
leisure  products  outfits,  those  in  the 
manufacturing  end  of  the  business, 
get  hurt.  AMF,  Brunswick,  Fuqua 
and  Outboard  Marine  were  all  hav- 
ing a  rough  time  of  it.  But  some  lei- 
sure companies,  especially  those  in 
entertainment,  still  did  well.  Disney, 
General  Cinema,  MCA  and  Warner 
Communications  all  had  record  years. 
In  short,  leisure  spending  doesn't  dry 
up;  the  pattern  merely  changes. 

John  McKelvey  is  executive  vice 
president  of  the  Midwest  Research  In- 
stitute, which  does  extensive  surveys 
of  what  consumers  do  with  their  lei- 
sure time  and  money.  He  lists  three 
things  that  happen  to  leisure  com- 
panies when  the  economy  turns  down. 

"First,"  says  McKelvey,  "there  is  ex- 
tensive price  substitution."  Take  trav- 
el. Local  travel  did  well  for  much  of 
the  year,  and  if  people  wanted  longer 
trips,  they  went  to  Disney  World  in 
Florida  rather  than  to  Europe.  Dis- 
ney World  attendance  for  the  12 
months  ended  Sept.  30  was  up  15%, 
helping  Disney  turn  in  its  eighth 
straight  year  of  record  earnings.  True, 
not  all  parks  did  so  well.  American 
Broadcasting's  scenic  and  wildlife  at- 
tractions were  a  disaster  last  year. 
As  Shields  Model  Roland's  Anthony 
Hoffman  put  it:  "If  you  see  a  lion 
yawn  once,  do  you  want  to  see  him 
yawn  again  next  week?  Animal  parks 
are  a  one-shot  show."  But  parks  that 
offered  multiple  attractions  and  rides 
had  good  results.  Las  Vegas  had  boom 
times  too,  materially  helping  Hilton 
Hotels,  which  now  derives  40%  of  its 
earnings  from  gambling. 

"Where  price  substitution  is  not 
possible,"  McKelvey  goes  on,  "many 
consumers  are  deferring  the  purchase 


of  big-ticket  leisure  and  recreation 
products."  Take  a  look  at  the  rec- 
reation sector  in  the  Forbes  Yard- 
sticks and  compare  12-month  results 
with  five-year  medians:  The  median 
return  on  equity  for  12  months  was  a 
paltry  6.6%,  vs.  14.1%  for  five  years. 

AMF,  for  instance,  is  the  General 
Motors  of  the  sporting  goods  world, 
making  everything  from  tennis  equip- 
ment and  bowling  balls  to  enormous 
Harley-Davidson  motorcycles  and  Hat- 
teras  yachts.  AMF  was  badly  hurt  in 
1974  by  the  oil  embargo,  strikes  and 
soaring  raw  material  costs.  Last  year's 
results  were  hurt  by  disasters  in  lawn 
and  garden  equipment  and  in  bi- 
cycles. Even  Harley-Davidson,  AMFs 
biggest,  most  profitable  division,  and 
which  for  years  seemed  oblivious  to 
the  cycles  in  its  industry,  was  sagging 
by  the  year's  end.  AMF's  1975  earn- 
ings, though  up  sharply  over  1974's, 
were  still  40%  off  from  1973's. 

Outboard  Marine  and  Brunswick 
saw  sales  of  outboard  motors  plum- 
met. Brunswick,  whose  middle  name 
seems  to  be  trouble,  was  also  hit  by 
an  enormous  inventory  liquidation 
problem  with  its  85%-owned  Sher- 
wood Medical  Industries,  a  manufac- 
turer and  distributor  of  medical  prod- 
ucts. On  top  of  this  MacGregor,  Bruns- 
wick sporting  goods  division,  contin- 
ues to  be  a  money-loser.  Quips  Lee 
Isgur  of  Alliance  One:  "Brunswick 
claims  MacGregor  will  be  reduced 
until  it  is  profitable— meaning  Mac- 
Gregor may  disappear."  Outboard 
Marine  dropped  its  money-losing 
snowmobile  business. 

Another  victim  of  consumer  defer- 


ral was  Bell  &  Howell,  whose  high- 
priced  consumer  photo  products  lost 
money  for  most  of  the  year. 

"Finally,"  says  McKelvey,  "in  the 
two  previous  recessions  consumers 
shifted  away  from  the  big-ticket  pur- 
chases to  small-ticket  ones." 

Certainly  the  small-ticket  movie  in- 
dustry, or  what's  left  of  it,  had  its 
best  year  of  the  post-World  War  II 
television  era.  Though  there  were 
fewer  releases  than  any  postwar  year, 
theater  houses  were  packing  them  in 
with  hits  like  Jaws  and  Slwmpoo. 
Movie  attendance  in  1975  was  up 
around  9%,  to  1  billion,  and,  with 
higher  admission  prices,  theater  gross 
was  up  18%,  to  $1.9  billion.  Jaws  pro- 
ducer MCA  last  year  earned  more 
than  30%  on  its  capital,  which  was 
one  of  the  highest  returns  in  the  en- 
tire Forbes  survey.  Columbia  Pic- 
tures came  back  from  the  brink 
(Forbes,  Nov.  1,  1975)  and  could, 
with  a  few  more  feature  film  hits, 
actually  become  solvent  again. 

Books  also  did  well.  The  book  pub- 
lishing divisions  of  RCA  and  CBS 
both  turned  in  excellent  perfor- 
mances. Besides  reading,  people  were 
hobbying:  Tandy  Corp.'s  Radio 
Shacks,  which  sell  electronic  gear, 
had  a  great  1975. 

The  network  broadcasters,  too, 
showed  that  they  can  gamer  adver- 
tising dollars  in  a  recession:  Advertis- 
ing revenues  for  the  networks  were 
up  around  8%  in  1975.  Forty-five  of 
the  top  50  network  advertisers  are 
consumer  nondurable  companies  such 
as  Procter  &  Gamble  and  General 
Foods,  which  are  continuously  bring- 
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MAMMOTH  COMBINES 
HARVEST  CANADIAN  WHEAT 

Wherever  grain  is  big  business,  farmers  are  big 
on  Gleaner  combines.  These  A-C  giants  harvest 
the  crop  fast,  each  cutting  a  24-foot  swath 
through- fields  in  a  single  pass. 


-J-  «r 


^i    ;j?^J 


"*»» 


l|k«3 


NEW 

LIFT  TRUCK  FLEET 

FOR  EAST  AFRICA 

Especially  designed  to  satisfy 
the  demanding  work 
conditions  and  long 
operating  hours  of 
stevedoring,  A-C  lift  trucks  play 
a  key  role  in  expanding 
worldwide  food  trade. 
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For  more  food. 
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woild  needs 
more  of  >4iat 

Allis-Clialmers 
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How  St.  Regis  made  a  two-by-four  that 


The  world's  tallest 
tree,  shown  on  the  right, 
is  a  368  ft.  redwood 
in  a  national  forest  near 
Eureka,  California. 

And  yet  we  made  a 
two-by-four  that's  400 
feet  long— 32  feet  longer 
than  the  world's  tallest 
tree.  Forty  stories  of 
continuous  two-by-four. 

How  did  we  do  it?  Simple.  We  glued  60 
off-sized  pieces  of  two-by-four  together  with 
hot-glued  finger  joints  like  the  one  shown  at  the 
far  right.  And  then  got  fifty  men  to  carry  it  out 
into  the  field  below  and  intentionally  break  it 
against  a  tree.  Our  tests  show  that  the  joints  are 
stronger  than  the  surrounding  wood.  And,  once 
again,  as  you  can  see,  it  broke  on  the  wood  and 
not  on  the  joint. 


Theoretically  we  can  make  one  any  length. 
Tops  in  two-by-fours. 

Of  course,  our  specialty  is  not  400  foote 
but  eight  footers— the  so  called  stud,  the  mab 
support  of  the  home  building  industry.  We're 
one  of  the  largest  makers  of  eight  foot  two-b\ 
fours. 

And,  as  in  any  operation  where  the  ra> 
material  is  non-uniform,  there's  a  certain  sum 
of  waste.  That's  why  we  go  out  of  our  way  to 
use  the  short  leftover  pieces.  It's  our  pohcy  t*  fi 
use  the  resource  wisely.  So  we're  out  to  use  a 
thelog-100%. 

Everything  including  the  smeii. 

One  way  we  have  of  using  the  log  more 
efficiently  is  computerized  cutting.  A  scanni 
device  sizes  up  the  log  as  it  enters  the  saw 
and  our  computer  determines  how  to  cut  it 
get  the  most  out  of  it. 

We  figure  these  new  computerized  saw 
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2  ft.  longer  than  the  world's  tallest  tree. 


I  make  the  studmill  as  efficient  as  any  modem 

nuf  acturing  process. 

Of  course  in  our  pulp  mills  we  chemically 

ak  down  the  wood,  so  there  we  use 

:|:ually  everything  in  the  tree. 

fjluding  the  chemical  compo 

Its  of  the  wood  that 

3  the  tree  its  odor. 

3y  go  into  all  kinds 

:hemical  products. 

Growing  in  ail 
actions. 

What's  the  future 

vood  building  products?  Are  they  being 
llaced  by  synthetics? 

i  Pound  for  pound  wood  has  greater  com- 
jssion  strength  than  steel.  And  it's  certainly 
^re  workable.  Also  wood  is  one  of  the  more 

cient  insulators.  A  not  inconsiderable  fact 
ifhese  days  of  energy  shortage.  And  we're 

ting  our  technology  into  making  the  best 

Eible  use  of  wood. 
Also  we  have  a  lot  more  building  products 
two-by-fours  and  dimension  lumber.  We 
e  prestressed  concrete  walls  and  floors, 
ulation  and  vapor  barrier  papers.  And  even 
verts. 

Technology  and  marketing. 
In  fact,  this  is  the  marketing  stance  of 


St.  Regis  toward  all  of  our  packaging,  paper 
and  lumber  and  construction  products:  to  put 

the  full  weight  of  our  technology  at 
the  disposal  of  our  marketing  effort. 
Because,  we  at  St.  Regis  believe 
the  way  to  get  ahead  is  to  have  the 
products  of  the  future  today. 


The  future  belongs  to  those  who  stay  up 
to  the  minute. 
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America's  economic  recovery 
and  growth  are  dependent  on 
energy  availability.  If  oil  im- 
ports are  restricted,  some 
sources  feel  recovery  could  be 
delayed  and  unemployment 
could  average  10  percent  over 
the  next  15  years.  But  over- 
reliance  on  imported  oil  will 
cause  inflation  to  spiral  and 
weaken  our  balance  of 
payments. 

Coal  may  be  the  single  most 
important  factor  in  solving 
these  energy  and  economic 
crises.  It  can  be  the  principal 
fuel  for  generating  electricity 
for  decades.  And  it  can  help 
America  reduce  oil  imports 
without  slowing  down 
economic  recovery. 

America  has  coal  reserves 
that  are  among  the  largest  in 


the  world.  And  Dravo  has  the 
processes,  equipment  and 
engineering  know-how  to  help 
expand  and  modernize  the 
nation's  coal  production 
facilities  and  to  broaden  the 
utilization  of  coal. 

We  can,  for  instance,  help 
tin:  coa!  industry  develop  new 
surfer    rirl  underground 
mint .    .)( 11  or  rmt  the  equip- 
ment for  f  nrface  mining  and 
subsi'qiK  at  (and  reclamation. 
Mine  coal  on  a  contract  basis. 
And  design,  et?gin»'(  i  and 
construct  plan!  >  (u  |,'roi:(>ss 
the  coal. 

WealsoofT.i  <if 

systems  form',. 
From  overland  ro/r     .    rs  to 
barges.  And  a  I ); » ^  for 

transportation. 

And  we  a  re  expi  :         din 


design  and  construction  of 
plants  to  convert  coal  into 
synthetic  oil  and  gas,  coke  and 
a  variety  of  by-product 
chemicals. 

Dravo  is  involved  in  many 
other  activities  that  help  meet 
vital  needs  such  as  pollution 
control,  food  processing  and 
bulk  materials  handling.  But 
to  a  lot  of  Americans  the 
efficient  u.se  of  our  coiil  re- 
serves is  like  money  in  the 
bank. 

Dravo  (Corporation 
One  Oliver  Plaza 
Pittsburgh.  Pa.  15222 


A  company  of  uncommon  enterprise 


This  is  Marley's 


.  .  .  where  water  is  our  most 
precious  resource  . .  .   where  the 
demands  of  a  growing  population 
and  expanding  industry  have 
placed  an  increasingly  heavy 
burden  on  our  world's  water 
supply  .  .  .  and  where  it  has 
become  vital  to  locate,  recover, 
and  conserve  all  available  water 
resources.  This  is  Marley's  world. 

The  Marley®  Company  and  its 
operating  companies  are  helping 
industry  use  water  more  wisely 
so  we'll  always  have  enough.  The 
Marley  Cooling  Tower  Company 
'takes  the  heat  off"  electric 
power  generation,  petroleum 
refining,  chemical  processing, 
and  commercial  air  conditioning. 
Chicago  Heater  Company,  Inc., 
specializes  in  the  deaeration  of 
boiler  feedwater.    Engineers  and 
Fabricators,  Co.,  shell  and  tube 
heat  exchangers  use  water  and 
other  fluids  for  cooling  media. 
Marfab  air-cooled  heat  exchangers 
ease  the  strain  in  areas  where 
water  supplies  are  limited.  I  ayne- 
Western  Company,  Inc.,  locates 
new  sources  of  water.  General 
Filter  Company  supplies  water 
and  waste  water  treatment 
equipment.  Layne  &  Bowler,  Inc., 
is  a  leading  manufacturer  of 
vertical  turbine  pumps.  And 
Marley  International,  Inc.,  serves 
industry  throughout  the  world. 

But  these  are  only  a  few  of  the 
ways  Marley  is  helping.  With  more 
than  50  years  of  practical  and 
technical  water  knowledge,  you 
can  expect  Marley  to  be  meeting 
the  challeriges  of  the  next  50 
years.   Because,  as  our  water 
resources  become  more  vital,  so 
will  the  services  of  The  Marley 
Company. 


MARLEY 
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The  Marley  Company.  Corporate  Headquarters,  5800  Foxridge  Drive,  P.O.  Box  2912,  Mission,  Kansas  66201  (91:^1  36jfell8  5-5391 


Aerospace  &  Defense 

The  industry's  old  standby— military  sales- 
should  make  1976  a  healthy  year. 


When  Congress  put  the  finishing 
touches  on  the  Pentagon  budget  late 
last  month,  appropriations  for  air- 
craft, missiles  and  other  mihtary  hard- 
ware were  nearly  $31  billion.  That's 
about  $5  billion  less  than  the  gen- 
erals requested,  but  it  is  still  up  over 
16%  from  the  year  before— the  first 
real  increase  since  the  peak  Vietnam 
spending  year  of  1968. 

At  the  moment,  five  big-ticket  air- 
craft orders  are  in  production— Boe- 
ing's AWACS,  Fairchild's  A-10, 
Grumman's  F-14,  McDonnell  Doug- 
las' F-15  and  General  Dynarttics' 
F-16.  Three  more  are  well  into  de- 
velopment. All  these  products  are  in, 
or  approaching,  the  payoflF  stage.  The 
year  ahead  is  bound  to  be  a  good 
one  for  aircraft  people. 

There's  more  good  news.  Foreign 
military  sales,  which  generally  mean 
extension  of  existing  production  runs 
and  thus  higher  margins  than  on  con- 
tracts with  Uncle  Sam,  will  be  up 
25%.  They  could  reach  $10  bilUon- 
that's  nearly  three  times  the  1973  lev- 
el. The  spurt  comes  because  of  NATO 
orders  for  General  Dynamics'  F-16 
fighter  and  the  fact  that  U.S.  com- 
panies are  now  selling  arms  to  both 
sides  in  the  Middle  East. 

On  the  gloomier  side,  space  expen- 
ditures show  no  real  growth.  In  ad- 
dition, the  cycle  for  the  industry's 
other  big  money-maker— commercial 
aircraft— is  in  a  clear  downtrend.  The 
world's   airlines   are  still  overstocked 


with  wide-bodied  jets,  and  with  air 
travel  down  2.4%  in  1975  their  worry 
is  selling  surplus  planes— not  buy- 
ing new  ones.  Nonmilitary  aircraft 
sales  this  year  should  amount  to  less 
than  $3  biUion,  down  from  a  $4.3- 
billion  high  in  1973.  Lockheed  and 
McDonnell  Douglas  figure  to  remain 
far  short  of  their  initial  sales  esti- 
mates for  Tri-Stars  and  DC-lOs. 

General  aviation— and  the  profits 
of  specialty  firms  like  Beech  and  Cess- 
na—should keep  soaring.  Two  years 
ago  everyone  predicted  doom  for  these 
largely  one-product  companies.  Who 
could  afford  the  high  fuel  expenses  of 
private  planes?  While  pleasure  fly- 
ing did  dip,  it  did  so  only  sUghtly,  and 
business  aircraft  became  a  necessity 
as  well  as  a  convenience  for  many 
firms:  Nearly  20%  fewer  airports  get 
scheduled  air  service  now  than  in 
1969,  and  half  of  those  that  do  get 
service  get  only  one  flight  daily.  As 
a  result,  sales  of  general  aviation  air- 
craft jumped  nearly  10%  last  year  (to 
$1  billion).  That  growth  should  con- 
tinue in  1976. 

With  such  varying  prospects,  aero- 
space firms  with  a  heavy  share  of  mili- 
tary business  should  be  this  year's  best 
performers.  McDonnell  Douglas,  for 
example,  is  well  into  the  second  de- 
cade of  production  of  its  profitable 
F-4  fighters  and  just  beginning  a  po- 
tential $9-billion  run  of  F-15s.  North- 
rop is  also  still  churning  out  F-5s, 
and— along    with    MD    and    General 


Electric-got  nearly  $500  million  from 
Congress  last  year  to  develop  the  new 
F-18.  Eventually,  that  could  be  a  $12- 
bilUon  program. 

Grumman,  while  assured  of  a  pros- 
perous 1976,  faces  a  potentially  bleak 
futxu-e.  Its  contract  for  xmder  400  of 
the  F-14s  ($15.4  million  each)  prob- 
ably won't  be  expanded  now  that  the 
F-18  ($9  million)  will  be  available. 

Three  other  big  military  buys  are 
currently  in  the  works.  Most  contro- 
versial is  Rockwell's  B-1  bomber.  So 
far,  nearly  $2  billion  has  been  ap- 
propriated for  research  on  the  plane. 
"This  year  some  kind  of  a  production 
decision  has  got  to  be  made,"  says 
Wolfgang  Demisch,  Smith,  Barney  & 
Co.'s  aerospace  analyst.  At  a  price  of 
nearly  $100  million  each,  B-ls  could 
replace  the  Air  Force's  B-52s— de- 
signed 25  years  ago.  But  the  decision 
could  go  either  way:  Critics  argue 
that  hardware  Uke  the  Navy's  planned 
cruise  missiles  (built  by  either  GD  or 
LTV),  which  can  home  in  on  a  target 
from  2,000  miles  away,  make  all 
bombers  obsolete.  And  successful  dis- 
armament talks  could  Umit  orders. 

Fairchild  Industries,  a  relatively 
small  company  ($250  milhon  sales 
last  year),  could  be  in  line  for  a  bo- 
nanza. In  1976  it  will  deliver  the  first 
of  its  A-10  attack  fighters.  Start-up 
costs  of  that  22-plane  run  pressed 
margins  during  last  year,  but  if  the 
Air  Force  proceeds  with  the  full  $3- 
billion  order  (729  planes),  its  profits 
could  swell  over  the  coming  years. 

Another  program  to  watch  in  1976 
is  the  search  for  a  long-range  tanker- 
cargo  plane.  Candidates  for  possible 
conversion  are  big  airliners  like  Boe- 
ing's 747  or  MD's  DC-10-but  not 
Lockheed's  L-1011  or  C-5.  Over  the 
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next  decade,  many  of  the  Air  Force's 
600  tankers  will  have  to  be  replaced. 
Billions  of  dollars  are  at  stake. 

Military  business,  of  course,  still 
faces  the  annual  traumas  of  congres- 
sional appropriations.  However,  there 
is  one  consolation:  Improved  Penta- 
gon buying  procedures  have  lessened 
the  danger  of  cost  overruns.  The 
much-publicized  problems  of  recent 
years— Grumman's  $220  million  write- 
off on  the  initial  F-14  order  and 
Lockheed's  C-5  fiasco— came  because 
long-term  contracts  specified  hard- 
ware with  better  than  state-of-the-art 
performance.  Contractors  bid  without 
really  knowing  what  their  costs  would 
be,  and  inflation  ate  up  the  leftover 
margin  that  was  supposed  to  pro- 
tect against  technological  unknowns. 
"Now  there's  been  a  switch  to  proof- 
of-performance  contracting,"  explains 
Gerald  Fleming,  aerospace  analyst 
for  Bear,  Stearns  &  Co.  "There's  no 
more  pegging  yourself  to  costs  ten 
years  down  the  line." 

The  current  "fly-before-you-buy" 
approach  means  the  Government 
bankrolls  development  directly  and 
places  orders  in  quantity  only  for  mis- 
siles or  planes  that  have  already  been 
tested.  That  minimizes  a  contractor's 
risk.  "Defense  profits  today  are  a  lot 
higher  than  most  people  think,"  says 


Paul  Nisbet  of  Research  from  Wash- 
ington. In  addition,  contract  margins 
have  been  slowly  rising  (from  7.1% 
in  1960  to  8.6%  currendy,  though 
actual  profits  are  typically  a  percent- 
age point  or  two  below  that  figure). 
That's  a  clear  indication  the  Pentagon 
wants  its  contractors  to  stay  healthy. 

Insurance  Ptay 

In  spite  of  these  improved  pros- 
pects, many  aerospace  firms  are  busily 
diversifying.  They  are  taking  no 
chances  in  a  period  when  there  are 
fewer  and  fewer  programs  getting  big 
funding.  United  Technologies'  take- 
over of  Otis  Elevator  last  year  means 
that  United— once  known  as  primarily 
a  jet  engine  manufacturer— will  have 
sales  of  over  $4  billion  this  year,  with 
less  than  25%  of  its  business  coming 
from  the  Government.  Already,  Rock- 
well International,  the  biggest  of  the 
defense  firms,  does  litde  more  than 
one-third  of  its  $4.5-billion  volume 
with  Uncle  Sam.  For  the  industry  as 
a  whole,  nonaerospace  activity  is  the 
fastest-growing  segment. 

It  can  also  make  the  most  money. 
Raytheon's  Amana  and  Caloric  ap- 
pliances and  D.C.  Heath  textbooks 
produce  margins  50%  better  than  its 
military  business.  Martin  Marietta 
earns  roughly  as  much  from  its  $120- 


million-a-year  chemical  sales  as  from 
its  $500-million  aerospace  operation. 
General  Dynamics'  most  profitable 
product  line  is  natural  resources— coal 
and  lime— not  F-16  fighters. 

Commercial  business,  however,  does 
introduce  new  risks.  Rockwell  suf- 
fered last  year  from  losses  on  its  Ad- 
miral television  sets  and  in  the  hotl>' 
competitive  pocket  calculator  market. 
The  company  is  now  planning  to  sell 
a  major  part  of  its  industrial  com- 
ponents group. 

So  far,  one  of  the  worst  diversifica- 
tions was  Rohr  Industries'  venture  in- 
to mass  transit.  After  a  $7.6-million 
loss  in  fiscal  1975  and  a  $23-million 
write-off  in  its  most  recent  quarter, 
Rohr  may  not  do  better  this  year.  It 
faces  lawsuits  from  its  work  on  San 
Francisco's  Bay  Area  Rapid  Transit 
system  and  still  has  orders  out  to  slow- 
paying  New  York  City  and  Washing- 
ton, D.C.  Also,  President  Frederick 
Garry  recently  eased  out  Chairman 
Burt  Raynes— and  retracted  Raynes' 
earlier  optimistic  earnings  forecast. 

Nevertheless,  many  companies  are 
trying  and  succeeding  in  easing  away 
from  their  classic  dependency  on  the 
defense  budget.  True,  military  spend- 
ing is  now  going  up.  But  diversifica- 
tion is  forever;  military  spending  is 
only  year  to  year.  ■ 


A  RuanLease. 


The  Perfect  Package 


© 


Ruan  has  put  together  a  truck  leasing 
package  we  think  you'll  want  to  look  into. 

One  of  the  surprises  you'll  find  inside  is  our 
new  featured  engine  — the  6V-92TT  Fuel- 
Squeezer  from  Detroit  Diesel  Allison.  The 
'Squeezer  is  designed  to  deliver  fuel  economy 
and  high  performance  at  today's  driving  speeds. 
Road  tests  prove  the  'Squeezer  uses  10  to  20% 
less  fuel  than  conventional  engines.  Try  adding 
that  savings  to  your  bottom  line. 

Fleet  standardization  is  another  saving 
feature  of  the  Ruan  package,  and  Ruan  service 


ties  the  package  ail  together.  We've  got  84 
service  locations  across  the  country,  a  24-hour 
toll-free  Trouble  Line,  and  a  heavy-duty,  all- 
purpose  backup  fleet  for  you  to  call  on. 
If  you're  interested  in  reviewing  your 
transportation  situation,  let  us  know.  We'll  sit 
down  together  and  hatch  something  up. 

KUAN  I^EJKSING  CGMPANY 


18 


3200  Ruan  Center,  666  Grand  Avenue 
Des  Moines,  Iowa  50309 

National  Toll-free  WATS:  800-247-2108 
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Finance 

Too  many  banks  became  yea-sayers  rather  than  nay-sayers 
in  the  late  speculative  era.  As  a  result,  the  whole 
industry  is  under  a  cloud. 


Bad  news,  compounded  by  rumor, 
drove  bank  stocks  to  unprecedently 
low  price/ earnings  ratios  last  year. 
Solid  bank  stocks  could  be  had  for 
five  to  six  times  earnings,  as  opposed 
to  a  P/E  of  11  on  the  Standard  & 
Poor's  425.  There  were  perfectly  good 
reasons  for  investors  to  shun  some 
banks:  They  face  horrendous  loan 
write-offs.  But  most  other  banks  are 
perfectly  sound.  Which  are  sound, 
which  face  bathing  in  red  ink?  Un- 
fortunately, only  the  insiders  know: 
Banks  do  not  have  to  reveal  much 
information  about  the  quality  of  their 
loan  portfolios. 

In  time,  the  cats  will  be  out  of  the 
various  bags.  Throughout  1975  many 
banks  were  setting  aside  larger  re- 
serves against  sour  loans  to  real  es- 
tate investment  trusts,  tanker  opera- 
tors, Third  World  nations  and  trou- 
bled domestic  companies,  but  not 
enough  in  the  view  of  many  analysts. 
For  the  final  quarter  of  1975  and 
later  on  in  1976  they  expect  more 
loan  write-oflFs  to  surface.  What  the 
analysts  don't  know  is  who  will  have 


them  and  in  what  amounts.  So  untiF 
the  uncertainty  is  cleared  up,  all 
banks  are  tarred  with  the  same  brush. 

The  trouble  is  that  you  can  no 
longer  judge  banks  just  by  their  re- 
ported earnings,  because  it  is  no  long- 
er certain  which  earnings  are  for  real 
and  which  aren't.  As  1975  wore 
on,  some  of  the  evidence  began  com- 
ing in.  Marine  Midland  and  Chase 
Manhattan  reported  declines  in  earn- 
ings because  of  loan  write-offs  at  a 
time  when  spreads  between  money 
costs  and  loan  yields  were  extreme- 
ly favorable  to  the  banks.  More  such 
declines  can  be  expected  in  1976— 
but  not  for  everybody. 

The  wounded  can  expect  consider- 
able sympathy  from  a  Federal  Reserve 
Board  anxious  to  preserve  confidence 
in  the  banking  system.  A  change  in 
the  tax  law  that  goes  into  effect 
this  year  permits  banks  to  carry  loan 
losses  back  a  full  ten  years  in  apply- 
ing for  income  tax  refunds,  as  op- 
posed to  only  five  years  for  nonbank- 
ing  corporations.  This  could  be  a  big 
help   from   here   on   for   some   banks 


Idle  tankers  are  gathering  barnacles 
in  ports  around  the  world.  So  are 
the  bank  loans  made  to  finance  them, 
with  no  income  to  cover  the  interest. 
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PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Deirt/ 

Net 

Company 

5-Year 

SYear 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Yeer 

5-Year 

5-Yeer 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Montlis 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

FINANCE  COMPANIES. 

^^^^ 

Beneficial  Corp 

14.9% 

1 

12.00/0 

2.0 

5.20/0 

3 

5.8% 

4.8O/0 

7.0% 

3 

5.5% 

2 

Household  Finance 

14.0 

2 

14.9 

1.9 

6.8 

1 

6.7 

3.8 

14.2 

1 

2.5 

3 

CIT  Financial 

12.7 

3 

11.7 

1.8 

5.7 

2 

6.1 

15.9 

3.1 

4 

6.2 

1 

Control  Data 

4.7 

4 

1.6 

0.6 

2.6 

4 

4.2 

0.9 

11.6 

2 

14 

4 

Medians 

134 

11.9 

13 

5.5 

SJO 

4.3 

9.3 

4.0 

FINANCIAL  SERVICES. 

^^^^ 

Fedl  Natl  Mortgage 

18.5% 

1 

14.3% 

30.1 

4.00/0 

11 

4.3% 

440/0 

28.4% 

2 

385% 

2 

American  Express 

15.6 

2 

16.0 

0.2 

13.7 

2 

13.3 

6.3 

12.6 

6 

18.3 

4 

Merrill  Lynch  &  Co 

15.0 

3 

17.7 

0.1 

16.9 

1 

14.8 

9.1 

14.0 

5 

6.1 

7 

American  Financial 

14.9 

4 

10.9 

3.4 

5.4 

8 

7.2 

2.1 

65.0 

1 

22.7 

3 

First  Charter  Hnl 

12.6 

5 

10.6 

0.0 

10.6 

3 

12.6 

12.7 

14.9 

4 

16.3 

5 

Sears,  Roebuck 

12.3 

6 

7.5 

0.2 

6.5 

6 

10.8 

3.0 

8.1 

10 

5.5 

8 

Gt  Western  Financial 

11.5 

7 

7.6 

0.0 

7.3 

5 

11.1 

7.0 

11.4 

8 

42.9 

1 

Investors  Div  Svcs 

11.0 

8 

3.8 

0.6 

3.3 

7 

7.8 

3.7 

7.9 

11 

0.9 

10 

H  F  Ahmanson 

10.9t 

9 

7.8 

0.0 

7.8 

4 

ll.lt 

6.6 

15.9 

3 

9.5 

6 

Transamerica 

8.1 

10 

6.5 

0.8 

5.4 

9 

6.4 

2.3 

10.9 

9 

2.7 

9 

Avco 

def 

11 

def 

1.4 

3.2 

12 

3.4 

0.3 

2.9 

12 

P-D 

11 

Reliance  Group 

def 

12 

def 

6.0 

def 

10 

4.5 

def 

11.7 

7 

P-D 

11 

Walter  E  Heller  Inti 

** 

15.2 

2.1 

4.8 

'••  - 

8.7 

•« 

•• 

Medians 

IB 

7.8 

0.6 

54 

9.3 

44 

12.2 

u 

Industry  Medians 

12.5 

10.6 

0.8 

54 

7^ 

44 

11.7 

i 

Note:  Explanation  of  Yardstick  calculations 

on  page 

42.        t  Four 

-yea'  average 

P-D  Profit  to  dificit.         def- 

-Deficit. 

'  Not  (vallibie 

not  ranked. 
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facing  huge  losses.  As  one  executive 
at  Chase  Manhattan  told  Forbes:  "It 
will  give  banks  an  extra  margin  of 
safety  and  protect  against  the  pos- 
sibility of  unusually  large  bad  debt 
losses." 

However,  until  we  can  be  more 
certain  about  who  is  going  to  lose 
what,  the  accompanying  Forbes 
Yardsticks  will  be  an  imcertain  guide 
to  bank  profitability.  For  now,  all  we 
can  say  is  that  some  bank  stocks  are 
extraordinary  bargains  at  present 
prices  while  others  are  fairly  priced. 
The  new  year  could  well  see  the 
development  of  a  two-tier  market  in 


bank  stocks,  with  much  better  P/Es 
for  the  more  cautious,  conservative 
banks  and  continuing  low  P/Es  for 
those  with  tacky  loan  portfolios. 

The  big  banks  aren't  the  only  fi- 
nancial institutions  with  big  prob- 
lems. The  fire  &  casualty  insurance 
companies  have  been  hit  very  hard 
by  gigantic  increases  in  auto  repair 
costs  and  hospital  charges.  Due  to 
the  built-in  lag  in  getting  regulatory 
approval,  they  have  been  held  back 
in  raising  premium  rates  to  compen- 
sate. On  top  of  this,  the  weak  stock 
market  of  recent  years  has  forced 
many   F&C   insurers   to   write   down 


large  amounts  from  their  securities 
portfolios.  On  the  Forbes  Yardsticks 
the  fire  &  casualty  companies  show 
distinctly  lower  profit  returns  for  the 
latest  12  months,  compared  with  their 
average  for  the  last  five  years.  Their 
revenue  growth  still  looks  good— peo- 
ple still  need  insurance— but  their 
profit  growth  is  lagging.  Even  peren- 
nial profitability  leaders  like  Govern- 
ment Employees,  Kemper  and  Ohio 
Casualty  seem  to  have  lost  their  for- 
mer glow. 

Among  the  multiple-line  insurers, 
returns  have  generally  fallen  even 
lower.  Giants  like  Aetna,  Travelers  and 
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GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Oabt/ 

Net 

Company 

5-YMr 

5-Ye«r 

Latart 

Equity 

Latest 

5-Yoar 

5-Year 

Profit 

4.Year 

4-Year 

4-Year 

4-Year 

Awrag* 

Rank 

12  Month* 

Ratio 

12  Months 

Rank 

Averace 

Margin 

Averase* 

Rank 

Average* 

Rank 

NEW  YORK  BANKS                                

J  P  Morgan  &  Co 

I5.8O/0 

1 

I6.40/0 

0.4 

12.5% 

2 

12.50/0 

8.7% 

26.8% 

4 

14.8% 

2 

Citicorp 

15.7 

2 

17.1 

0.4 

12.0 

1 

13.0 

6.9 

31.4 

1 

17.5 

1 

Bank  of  New  York 

14.8 

3 

15.0 

0.3 

11.9 

4 

11.4 

10.7 

13.4 

9 

7.8 

5 

Mfrs  Hanover  Corp 

13.8 

4 

17.1 

0.3 

12.9 

3 

12.1 

7.7 

28.1 

3 

11.9 

4 

Chase  Manhattan  Corp 

13.4 

5 

15.2 

0.5 

10.3 

5 

9.6 

6.3 

30.2 

2 

12.3 

3 

Bankers  Trust  N  Y 

12.3 

6 

12.6 

0.5 

8.6 

6 

9.2 

4.4 

26.5 

5 

7.6 

6 

Chemical  New  York 

11.3 

7 

13.8 

0.5 

9.7 

7 

8.8 

5.4 

26.2 

6 

5.0 

8 

Marine  Midland  Banks 

11.1 

8 

8.8 

0.6 

5.4 

9 

7.2 

4.1 

21.3 

8 

-1.7 

9 

Charter  New  York 

10.8 

9 

13.2 

0.5 

8.8 

8 

7.5 

5.8 

23.8 

7 

6.6 

7 

Medians 

13.4 

15^ 

0^ 

10^ 

9^ 

63 

263 

7A 

REGIONAL  L 

Michigan  National 

19.4%t 

1 

I6.90/0 

0.5 

11.6% 

4 

13.7%t 

9.4% 

14.3% 

30 

14.20/0 

5 

First  Inti  Bshs 

16.7 

2 

16.7 

0.5 

11.8 

2 

14.9 

11.0 

39.5 

2 

14.8 

3 

Republic  of  Texas 

16.5 

3 

20.0 

0.2 

17.8 

7 

12.8 

13.5 

29.1 

9 

18.1 

1 

First  Penna  Corp 

15.7 

4 

13.0 

0.7 

7.8 

10 

11.6 

6.2 

24.7 

12 

4.8 

20 

BankAmerica  Corp 

15.7 

5 

17.7 

0.3 

13.2 

6 

13.1 

6.8 

22.5 

17 

11.4 

8 

Texas  Commerce  Bshs 

15.2 

6 

17J 

0.0 

16.4 

1 

15.7 

12.1 

36.7 

3 

15.7 

2 

First  Bank  System 

14.9 

7 

14.7 

0.2 

11.9 

5 

13.4 

11.6 

18.1 

24 

8.6 

15 

Seafirst 

14.8 

8 

16.9 

0.0 

16.9 

3 

14.8 

9.1 

21.3 

21 

10.1 

10 

Equimark 

14.7 

9 

9.9 

0.5 

6.5 

24 

9.1 

3.3 

32.2 

7 

-1.7 

28 

Fidelcor 

14.5 

10 

10.6 

0.7 

6.3 

17 

10.0 

6.0 

21.9 

20 

3.0 

23 

NCNB 

14.3 

11 

8.5 

1.0 

4.3 

27 

8.6 

5.3 

29.7 

8 

3.8 

22 

Continental  Illinois 

14.1 

12 

15.8 

0.2 

12.4 

8 

12.5 

7.2 

33.7 

6 

13.4 

6 

First  City  Bancorp 

14.0 

13 

14.9 

0.5 

10.2 

9 

12.2 

9.3 

43.4 

1 

11.3 

9 

Northwest  Bancorp 

13.8 

14 

14.6 

0.4 

10.8 

13 

11.3 

10.6 

17.1 

26 

9.6 

11 

Southeast  Banking 

13.4 

15 

7.8 

0.7 

4.7 

21 

9.4 

5.5 

34.9 

5 

2.9 

25 

First  Chicago  Corp 

13.4 

16 

14.6 

0.3 

11.0 

14 

10.8 

7.1 

36.5 

4 

14.5 

4 

Philadelphia  Nati 

13.4 

17 

12.6 

0.4 

9.1 

15 

10.7 

7.7 

24.6 

13 

4.1 

21 

Wachovia  Corp 

13.0 

18 

12.6 

0.1 

11.3 

26 

8.9 

13.3 

14.1 

32 

5.8 

18 

Nortrust  Corp 

12.5 

19 

14.0 

0.2 

12.0 

12 

11.4 

8.8 

22.1 

19 

7.8 

16 

Harris  Bankcorp 

12.5 

20 

14.0 

0.4 

10.2 

20 

9.8 

9.8 

22.2 

18 

12.5 

7 

Nati  Delroit  Corp 

12.3 

21 

13.4 

0.3 

10.6 

18 

10.0 

9.9 

17.2 

25 

6.5 

17 

Western  Bancorp 

11.8 

22 

11.1 

0.4 

8.2 

23 

92 

5.8 

16.7 

28 

2.8 

26 

First  Nati  Boston 

11.7 

23 

9.9 

0.6 

6.0 

22 

9.3 

5.9 

25.0 

11 

5.4 

19 

Girard 

11.5 

24 

10.3 

0.4 

7.2 

28 

8.3 

6.0 

23.2 

15 

0.3 

27 

CleveTrust  Corp 

11.4 

25 

12.0 

0.0 

12.0 

11 

11.4 

14.4 

14.2 

31 

8.7 

13 

Weils  Fargo 

11.2 

26 

11.9 

0.7 

7.2 

29 

7.8 

5.2 

23.2 

14 

8.7 

14 

Crocker  Natl  Corp 

11.1 

27 

11.2 

0.6 

7.1 

30 

7.3 

4.4 

18.6 

23 

-2.1 

29 

Security  Pacific 

10.7 

28 

11.0 

0.3 

8.8 

16 

10.3 

5.3 

22.8 

16 

3.0 

24 

Mellon  National  Corp 

10.6 

29 

10.9 

0.4 

8.0 

19 

9.9 

8.3 

25.9 

10 

9.3 

12 

Citizens  li  Southern 

10.5 

30 

5.4 

0.1 

4.7 

25 

8.9 

3.3 

16.8 

27 

-10.9 

32 

First  Wisconsin  Corp 

9.1 

31 

7.4 

0.5 

5.1 

31 

7.1 

4.3 

20.9 

22 

-7.6 

30 

BanCal  Tri-State 

7.2 

32 

6.2 

0.6 

4.0 

32 

4.5 

2.7 

16.4 

29 

-8.2 

31 

Union  Bancorp 

•« 

7.0 

0.3 

5.3 

«» 

4.4 

«* 

a» 

Medians        134                 12^         04          9.1                  10.2           7.1         22.7 

7.2 

Industry  Medians        134                  13.1         04         10.0                  10.0           6.9         23.2 

U 

Note:  Explanation  of  Yardstick  calculations  on  page  42.        *  Insufficient  data  for  5-year  growth  rate  due  to  accounting  rule  changes.        t  Four-year  average. 
**  Not  available;  not  ranked. 
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IN  A  are  down  along  with  the  rest. 
These  companies  may  have  spread 
into  many  Hnes  of  insurance  in  order 
to  cushion  their  own  risk,  but  the 
taith  is  that  they  are  predominantly 
fire  &  casualty  companies. 

Their  life  insurance  cousins  are  do- 
ing well,  however.  Inflation  does  not 
have  the  same  effect  on  life  insur- 
ance claims  as  on  casualty  claims. 
Nor  are  life  insurance  companies  as 
heavily  invested  in  the  stock  market 
as  F&C  insurers  are.  The  life  insur- 
ance companies  are  one  of  the  few 
groups  whose  earnings  are  growing 
faster  than  revenues. 

The  big  California  savings  &  loan 
outfits  look  better  than  you  might  ex- 
pect, considering  the  sad  condition  of 
the  housing  market.  The  bulk  of  their 


Margins  died  on  auto  policies,  insur- 
ers claim,  because  automakers  upped 
parts   prices    as    new   car   sales   fell. 


business  is  in  financing  ownership 
changes  of  e.visting  homes,  not  new 
ones,  and  that  market  has  remained 
pretty  stable,  even  as  housing  starts 
have  wallowed  at  low  levels. 

On  balance,  however,  the  mone\- 
companies  have  not  lived  up  to  their 
boosters'  claims  in  recent  years.  They 
were  .supposed  to  combine  the  happy 
advantages  of  safety  and  assured 
growth,  especially  the  banks.  For  a 
time,  the  banks'  new-found  aggres- 
siveness earned  them  some  applause. 
Now  they  are  paying  the  price  for 
ill-considered  playing  to  the   gallery. 

But  investors  would  do  well  to 
remember  that  not  all  banks  were 
guilty,  and  that  most  banks  are  a  good 
deal  stronger  than  the  price  of  their 
stocks  would  indicate.   ■ 
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PROFITABILITY 

GROWTH 

Return  on  Equity 

Return  on  Total  Capital 

Sales              Earnings/Share 

Company 


5-Year 
Average 


5- Year 
Rank 


Latest 
12  Months 


Debt/ 
Equity 
Ratio 


Utest 
12  Months 


S-Year 
Ranli 


S-Year 
Average 


Net 
Profit 
Margin 


S-Year 
Average 


5-Year 
Rank 


5-Yaar 
Average 


5-Yaar 
Rank 


LIFE. 

Combined  Insurance 

USLIFE 

Provident  Life  &  Ace 
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^  Next  time  youre 
un-zipping  through  cusbnns, 

^ink  of  Textron. 


V\/hy?  Because  Textron's  Talon 
Division  makes  the  world's  most 
complete  line  of  sturdy,  stylish  zippers. 
Zippers  for  luggage,  sleeping  hags, 
sporting,  equipment  and,  quite  likely 
the  clothes  you're  wearing  right  now. 

Think  about  it.  Textron  is  Talon 
zippers.  And  Home  lite  chain  saws. 


And  Gorham  pewter  silver  china  and 
crystal.  And  many  other  fine  products. 

The  one  thing  they  all  have  in 
common  is  the  uncommon  products 
they  are. 

Textron 

A  Company  To  Think  About. 


Money  wiD  grow 

esM... 


7,000,000  acres 
of  timberland 


Paper  Products 

Printing  and 

Publishing  Paper 

Newsprint 

Business  Paper 

Converting  Paper 

Paperboard 

Envelopes 

Corrugated  Containers 

Composite  Cans 

Office  Products 

Chemical  By-products 


Wood  Products 

Lumber 

Plywood 

Particleboard 

Fiberboard 

Paneling 

Siding 

Doors 

Fabricated  Building 

Components 

Kitchen  Cabinets 

Manufactured  Homes 


If  we  can  cope  with  the  historical  bugaboo  of  the  forest  products 
industry,  "cyclicality"  (primarily,  the  demand-oriented  ups  and  downs  of 
the  building  materials  business;  secondarily,  the  supply-oriented 
fluctuations  of  the  paper  business).  Here's  how  we  plan  to  do  just  that. 


Strategy  Number  1. 

Maintain  our  relatively  equal 
balance  between  our  building 
materials  and  paper  businesses  by 
investing  approximately  equal  shares 
ofour  5-year,  (1974-1978,) 
$1.1  billion  capital  program  in  each. 

Rationale. 

1.  This  balance  gives  us  a  source 
of  strength  under  almost  all  conditions 
because,  historically  at  least,  the 
building  materials  and  paper 
businesses  have  seldom  lagged  at  the 
same  time.  Either  both  are  strong,  or 
one  is. 

2.  Demand  for  paper  products 
increases  quite  consistently  with  the 
growth  of  the  general  economy.  It's 
excess  supply  that  depresses  earning 
power,  and  there's  no  near  term 
prospect  for  that  because  the  paper 
industry  can't  add  capacity  fast  enough 
to  meet  demand. 

3.  Demand  for  building  materials, 
while  volatile  because  homebuilding 
activity  is  subject  to  the  cost  and 
supply  of  mortgage  money,  can  be 
expected  to  increase  long  term 
because  of  the  nation's  growing  need 
for  housing. 

4.  Both  businesses  depend  on  a 
renewable  resource  that  we  hav^  in 
good  supply.  Including  joint  ventures, 
we  own  2  million  acres  of  timberland 
and  have  long  term  harvesting  rights 
on  5  million  more. 

5.  Both  are  businesses  we  know 
well.  We've  been  in  them  profitably 
since  Boise  Cascade  was  first  formed 
back  in  1957. 

Strategy  Number  2. 

Maintain  our  present  balance 
between  our  primary  manufacturing 
and  converting/distributing  operations 
by  investing  27%  of  our  capital  dollars 
in  the  latter.  (Primary  manufacturing 
refers  to  our  wood  products  and  paper 
mills.  By  converting  operations,  we 
mean  businesses  like  manufactured 
'housing  and  composite  cans  that 
convert  lumber  into  single  and  multi- 
family  homes  and  paper  into 
packaging.) 


Rationale. 

1.  Converting/distributing  busi- 
nesses offer  very  attractive  returns  on 
investment. 

2.  Converting/distributing  busi- 
nesses are  relatively  less  susceptible 
to  market  fluctuations,  owing  to  the 
range  of  products  and  the  diversity  of 
demand. 

3.  Our  converting  and  distributing 
operations  enable  us  to  add  to  the 
value  of  many  of  our  forest  products 
after  they  leave  our  mills.  For  example, 
when  one  of  our  mills  sells  lumber  to 
one  of  our  builder  service  centers  so  it 
can  make  and  sell  roof  trusses  to 
builders,  we  provide  an  additional 
service  and  earn  an  additional  profit. 

4.  Our  converting  operations  have 
a  ready  source  of  supply— our  primary 
manufacturing  operations. 

5.  While  our  converting  and 
distributing  operations  are  among  the 
leaders  in  their  respective  businesses, 
their  individual  market  shares  are 
small  so  they  have  ample  room  to 
grow. 

As  these  strategies  suggest,  we 
think  the  key  to  coping  with 
"cyclicality"  is  balance— between 
building  materials  and  paper  products 
on  the  one  hand,  between  primary 
manufacturing  and  converting/ 
distributing  on  the  other.  The  fact  that 
we're  already  well-balanced  on  both 
counts  means  we  start  from  a  good 
position. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communi- 
cations Dept.,  One  Jefferson  Square, 
Boise,  Idaho  83728.  For  a  more 
dispassionate  view,  call  your  broker. 


Boise  Cascade 
Corporation 
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1.,-^      -«  rnmoanv  Home  Office  Omaha  Nebraska.  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Alberta,  Canada:  Consolidated  Pipe  Lines  Company 

d'r  Wp^kPrn  of  Canada  Ltd    Alberta  Canada  Consolidated  Gathering  System  Limited.  Alberta.  Canada;  Norlands  Petroleums  Limited.  Alberta  Canada;  Energy  Sys- 

'.innmaha   Nebraska    Hvdrocarbon  Transportation.  Inc.  Omaha.  Nebraska;  Northern  Gas  Products  Company   Omaha   NebrasKa;  Northern  Helex  Company  Omaha. 

,    M^rtho  n  Cnratinnal  Trainina'comDanv   Washmqton    DC  ;  Genl-Chlor  International.  Concord.  California.  Peoples  Natural  Gas  Division.  Omaha.  Nebraska;  Profane 

CorSon    ^nneapohs    Min'nl  o^^^^^  Guatemala;  Venezuela.  Puerto  Rico;  United  Petroleum  Gas  Company.  Minneapolis.  Minnesota,  WesKem 

nf«  ?inn  AmarMlo  T«as  UPG  Inc    Omaha  Nebraska;  Northern  Petrochemical  Company  Des  Plaines  Illinois;  Polymers  Division  Des  Plaines  Illinois  Industrial  Chemicals  Division. 

Derp°ainerillinois  Canton^  Division.  Canton   Ohio;  Marine  Plastics  Division.  Clinton.  Massachusetts;  National  Poly  Products  Division   Mankato,  Minnesota 

and  we  also 
help  fix  the  bumps, 
cracks,  and  holes 
in  America's  roads. 


Too  often  when  Americans  hit  the 
road,  the  road  hits  back.  With  ruts  that 
ruin  wheel  alignment.  Cracks  that  flatten 
tires.  And  chuckholes  that  punish  shock 
absorbers. 

At  Northern,  rough  roads  are  a  major 
concern.  Our  subsidiary,  Northern  Pro- 
pane Gas  Company,  supplies  dozens 
ofcontractors  and  municipalities  across 
the  country  with  portable  propane  for 
street  and  road  work.  It's  used  to  heat 
the  hot  mix  and  tar  with  which  repair 
crews  smooth  the  way  for  motorists. 


Fixing  bumps,  cracks,  and  holes  is 
just  one  use  of  the  wide  range  of 
products  and  services  Northern  pro- 
vides as  a  widely  diversified  natural 
gas  company. 

Our  search  for  new  and  better  energy 
uses  has  also  led  us  into  plastics, 
packaging,  color  resins,  antifreeze, 
and  much  more. 

By  squeezing  all  the  value  we  can 
from  our  energy  sourcies,  we're  provid- 
ing a  service  far  beyond  what  you'd 
expect  from  a  "Itaditional"  gas  pipe- 
line company. 


And  as  we  continue  to  diversify  anc 
develop  in  areas  where  major  grov^h 
is  possible,  both  our  customers  and 
investors  will  benefit. 

Meanwhile,  we'll  still  be  doingal 
the  things  you'd  expect  a  gas  com- 
pany to  do. 

Like  serving  1.5  million  customers 
through  74  utilities  in  eight  states.  Main- 
taining over  31 ,000  miles  of  natural  gas 
pipeline.  And  continuing  our  constant 
search  for  new  gas  reserves. 


hJ 


orthern 


The  gas  company  that's  something  else. 


Forest  Products  &  Packaging 

Chances  are  1976  won't  be  a  repeat  of  1975,  when  both  sides 
of  the  forest  products  business  were  headed  down. 


When  you  look  at  a  big  forest  prod- 
ucts company,  you  are  really  looking 
at  two  businesses— lumber  and  paper. 
More  years  than  not,  one  is  going  up 
while  the  other  is  going  down,  but  it 
definitely  was  not  the  case  last  year. 
Profits  in  both  businesses  were  head- 
ed down  for  most  of  1975.  Result: 
Median  return  on  equity  dropped  35% 
from  1974.  Louisiana-Pacific,  the  lead- 
er in  the  five-year  averages,  was  hit 
the  hardest— a  73%  decline  for  the 
latest  12  months  compared  with  a 
year  ago.  The  only  bright  spot  was 
that  half  of  the  companies  still  earned 
better  returns  than  they  averaged  for 
the  latest  five  years. 

In  the  paper  business,  consumption 
dropped  by  an  estimated  12%  during 
the  1975  recession.  At  the  mill  level, 
orders  were  down  even  further  as  dis- 
tributors worked  off  inventories.  As  a 
result,  paper  mills  were  operating  at 
an  average  80%  of  mill  capacity.  An 
85%  to  90%  operating  rate  is  needed 
to  net  a  decent  profit. 

A  few  companies  did  well,  never- 
theless. Kimberly-Clark,  aided  by  price 
increases  and  changes  in  its  product 
mix,  will  probably  show  record  earn- 
ings for  the  year.  Olinkraft,  the  for- 
mer forest  products  division  of  Oliii 
Corj).  which  was  spun  off  in  1974 
as  a  separate  company,  shows  a 
healthy  16.5%  return  on  equity  for  the 
latest  12  months.  Boise  Cascade,  hav- 
ing shed  its  old  conglomerate  image, 
was  doing  well  again. 

The  big  question  for  the  paper 
industry  this  year  will  be  the  ability 
to  raise  prices.  Much  depends,  says 
Drexel  Burnham's  paper  analyst  Penn 
Siegcl,  on  whether  the  industry  will 
be  able  to  increase  prices  enough  in 
a  depressed  supply-demand  environ- 
ment. E.F.  Hutton's  Bowen  Smith  es- 
timates the  industry  will  show  some 
profit  gains  on  an  operating  rate  of 
85%  to  90%,  a  4%  price  hike  and  a  2% 
productivity  improvement. 

SiKer-lining  department:  Because 
of  high  interest  rates  and  out-of-reach 
constmction  costs,  the  paper  indus- 
try may  be  prevented  from  indulging 
in  its  habitual  practice  of  overexpan- 
sion.  Capital  is  just  too  dear  today 
to  spend  heedlessly,  especially  since 
paper  companies  must  spend  as  much 
as  20%  to  25%  of  the  scarce  capital 
dollars  for  pollution-control  equip- 
'ment— which  does  wonders  for  the  air 
and  water,  but  absolutely  nothing 
for  the  profit  statement.  In  a  capital- 
short  situation,  companies  like   Boise 
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and  Potlatch  have  apparently  de- 
cided that  buying  forest  lands  is  a 
better  investment  than  bricks  and 
machinery.  With  environmentalists  ty- 
ing up  government  forests,  buying 
trees  has  become  more  attractive  to 
timber-short  companies. 

In  the  lumber  side  of  their  busi- 
ness, the  forest  products  companies 
are  still  awaiting  a  housing  turn- 
around that  failed  to  materialize  last 
year.  But  unlike  the  paper  business, 
where  prices  weakened  along  with 
demand,  lumber  and  plywood  prices 
actually  rose  by  mid-year,  although 
still  well  below  early  1974  levels. 

In  a  large  part,  this  firmness  in 
pricing  was  due  to  the  favorable  bal- 
ance of  single-family  starts,  which 
rose  enough  to  offset  a  drop  in  apart- 
ment construction.  Since  single-family 
construction  uses  nearly  twice  as 
much  lumber  and  plywood,  prices 
held  up  better  than  in  previous  hous- 
ing depressions. 

Rich  Is  Better 

Overall,  companies  like  Weyer- 
haeuser and  Georgia-Pacific,  which 
own  most  of  their  own  trees,  were  in 
the  best  shape.  Timber  costs  have 
risen  over  400%  since  1970  so  that 
they  now  represent  roughly  25%  of 
the  dollar  value  of  the  finished  out- 
put. That  will  open  up  a  large  profit- 
ability gap  between  producers  who 
have  their  own  timber  and  those  who 
•must  buy  on  the  open  market  when 
demand  returns. 

One  victim  is  Louisiana-Pacific,  a 
spinoff^  from  Georgia-Pacific  in  1973. 
Its  earnings  skidded  74%  during  the 
first  nine  months  of  1975— explaining 


why  its  latest  12-month  return  on 
equity  in  the  accompanying  Yard- 
sticks is  way  behind  its  average  for 
the  last  five  years.  As  one  analyst  put 
it:  "LP's  problems  are  not  that  they 
are  making  building  materials,  but 
that  they  are  not  making  enough  with 
their  own  trees."  Morgan  Stanley's  pa- 
per analyst  Sanjoy  Bhattacharya  puts 
it  even  more  bluntly:  "This  is  all  you 
have  to  remember  in  this  business: 
Fee  timber,  which  is  carried  at  his- 
toric cost,  is  $1  a  tree;  purchase  tim- 
ber is  whatever  price  you  pay  for  it." 

This  cost  pressure  was  felt  most 
strongly  by  the  small  nonintegrated 
producers,  the  mom-and-pop  wood 
processors  who  provide  65%  of  the  in- 
dustry's lumber  capacity.  Shutdowns 
were  more  common  in  1975  than  in 
the  last  several  decades,  and  things 
may  not  get  much  better.  Drexel 
Burnham's  Penn  Siegel  estimates  that 
the  price  level  required  to  allow  Pa- 
cific Northwest  nonfee  owners  to  op- 
erate profitably  this  year  will  have  to 
be  about  5%  to  10%  above  the  highest 
average  level  in  1973,  a  record  year. 
That's  possible,  but  not  likely. 

Over  in  packaging,  makers  of  glass 
containers  have  been  making  the  most 
of  a  favorable  price  spread  as  against 
metal  cans.  Because  of  high  steel 
prices  (glass's  raw  materials,  chiefly 
sand,  soda  ash  and  lime,  are  much 
cheaper),  can  prices  were  24%  high- 
er than  glass  beginning  last  year,  and 
bottlers— hit  by  recessionary  declines 
in  beverage  and  beer  consumption- 
switched  increasingly  to  cheaper  glass. 
Budweiser,  for  example,  has  installed 
glass  filling  equipment  in  its  major 
new  plants  to  take  advantage  of  the 


Owning  timber  was  important  last  year  as  stumpage  prices  continued  to  soar. 


price  gap,  which  has  widened  stead- 
ily during  the  last  several  years.  As  a 
result,  major  glass  container  compa- 
nies like  Brockway  Glass,  Anchor 
Hocking  and  Owens-Illinois  are  likely 
to  report  record   earnings  for   1975. 

This  pricing  advantage  should  con- 
tinue in  1976.  Several  major  steel 
companies  have  already  announced 
price  hikes  averaging  7%  on  their  tin 
mill  products,  used  by  food  and  bev- 
erage can  manufacturers.  While  new 
lighter  weight  cans,  like  American 
Can's  Miraform  II,  could  cut  the 
amount  of  steel  or  aluminum  by  15%, 
metal  still  accounts  for  more  than  half 
of  the  cost  of  a  can.  Customers  are 
also  showing  a  preference  for  bever- 
ages in  bigger  bottles. 

Offsetting  these  advantages  for 
glass  manufacturers  to  some  extent 
has  been  the  fact  that  returnable  bot- 


tles continue  to  hold  their  own  against 
the  one-way  bottles.  Environmental- 
ists, state  governments  and  federal 
agencies  oppose  the  litter  and  energy 
waste  of  one-ways.  Oregon  and  Ver- 
mont ab-eady  have  laws  requiring 
mandatory  return  deposits  to  encour- 
age the  use  of  retumables,  and  Wis- 
consin, IlUnois  and  Michigan  are  con- 
sidering similar  laws. 

But  the  can  companies  are  hurt- 
ing. Weaknesses  in  overseas  markets*^ 
and  in  paper  packaging,  as  well  as 
the  competition  from  glass  containers, 
contributed  to  profit  slides  of  25%  for 
Continental  Can  and  American  Can 
in  last  year's  first  nine  months.  Na- 
tional Can,  thanks  to  its  glass  and 
food-packing  operations,  did  a  bit 
better.  Nine-month  earnings  were  on- 
ly down  8%.  CroviTi  Cork  &  Seal  kept 
its    No.    Two   position   in   the   Yard- 


sticks. This  was  due,  in  part,  to  its 
rapid  conversion  to  lower-cost  drawn- 
and-ironed  can  production  and  to  its 
recent  entry  into  undeveloped  for- 
eign markets. 

As  for  companies  also  in  forest 
products,  profits  should  improve— es- 
pecially for  those  with  plenty  of 
their  own  timber.  Paper  inventories 
have  been  trimmed  and  mills  should 
operate  close  to  more  profitable  rates 
of  capacity.  And  on  the  lumber  side, 
there  is  a  chance  for  a  modest  im- 
provement in  homebuilding. 

But  even  if  homebuilding  does  not 
improve— and  the  high  prices  of  new 
homes  these  days  makes  a  lively  up- 
turn unlikely— the  odds  are  that  the 
forest  products  companies  will  not 
have  to  go  through  another  year  when 
both  ends  of  their  business  are  de- 
clining at  the  same  time.  ■ 


FOREST  PRODUCTS  &  PACKAGING:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

IM 

Company 

5-Year 

5-Year 

Latest 

Equity 

Utest 

5-Ycar 

5-Ye« 

PrafH 

S-Year 

5-VMr 

5-Yaar 

5-Yaar 

Average 

Rank 

12  Months 

Ratio 

12  months 

Rank 

Airerage 

Margin 

A¥orag« 

Rank 

Awaraga 

Rank 

FOREST  PRODUCTS™ 

Louisiana-Pacific 

22.9% 

1 

8.0% 

0.9 

5.8% 

1 

13.9% 

5.7% 

21.5% 

2 

27.2% 

2 

Georgia-Pacific 

20.0t 

2 

16.0 

0.9 

8.3 

5 

9.5t 

6.4 

178 

3 

17.5 

3 

Willamette  Inds 

19.0 

3 

16.6 

0.6 

10.9 

2 

13.2 

7.6 

17.7 

4 

16.8 

4 

Union  Camp 

17.8 

4 

20.0 

0.5 

12.7 

4 

11.0 

10.0 

13.3 

6 

16.4 

5 

Weyerhaeuser 

17.5 

5 

12.7 

0.6 

8.7 

3 

12.5 

7.9 

14.3 

5 

15.9 

7 

International  Paper 

13.3 

6 

15.3 

0.5 

10.2 

6 

9.3 

6.8 

9.2 

14 

11.7 

8 

Gt  Northern  Nekoosa 

12.2 

7 

14.6 

0.4 

9.5 

10 

8.0 

7.2 

11.5 

8 

8.9 

11 

Crown  Zellerbach 

11.9 

8 

11.5 

0.5 

8.0 

8 

8.5 

4.8 

10.3 

11 

7.1 

14 

Champion  IntI 

11.8 

9 

9.0 

0.8 

5.6 

15 

6.9 

2.6 

11.4 

9 

6.3 

15 

Potlatch 

11.6 

10 

12.5 

0.4 

9.6 

7 

8.7 

6.9 

7.5 

17 

16.2 

6 

Westvaco 

11.0 

11 

11.0 

0.4 

7.9 

12 

7.4 

4.9 

10.3 

10 

8.0 

13 

Mead 

10.7 

12 

11.4 

0.5 

7.5 

13 

7.1 

4.0 

8.2 

16 

9.3 
11.1 

10 

St  Regis  Paper 

10.5 

13 

12.5 

0.5 

8.8 

11 

7.5 

6.1 

8.7 

15 

9 

Kimberly-Clark 

10.4 

14 

14.0 

0.3 

10.6 

9 

8.4 

6.3 

9.5 

13 

5.6 

16 

Scott  Paper 

9.1 

15 

10.2 

0.4 

7.4 

14 

7.0 

5.5 

7.1 

18 

-1.1 

18 

Southwest  Forest  Inds 

8.9 

16 

4.5 

1.0 

3.9 

16 

6.3 

1.5 

31.4 

1 

8.1 

12 

Hammermill  Paper 

8.8 

17 

9.7 

0.5 

6.7 

17 

6.0 

3.9 

9.8 

12 

1.4 

17 

Boise  Cascade 

1.2 

18 

8.3 

0.6 

5.9 

18 

1.7 

4.8 

-LI 

19 

-44.9 

19 

Olinkraft 

*• 

16.5 

0.4 

11.9 

•• 

8.9 

12.7 

7 

34.7« 

1 

Medians 

11.7 

12.5 

0.5 

8.3 

%2 

6.1 

lOJ 

9.3 

PACKAGING « 

II    III 

Hoerner  Waldorf 

17.0% 

1 

16.2% 

0.3 

12.1% 

4 

11-6% 

6.50/0 

14.6% 

4 

14.60/0 

3 

Crown  Cork  &  Seal 

15.7 

2 

16.1 

0.1 

13.4 

1 

12.5 

5.1 

12.7 

5 

13.1 

4 

Diamond  IntI 

14.4 

3 

14.7 

0.2 

12.4 

2 

12.4 

6.6 

8.4 

16 

4.2 

11 

Inland  Container 

13.2 

4 

19.7 

0.3 

15.1 

3 

11.7 

8.7 

8.9 

14 

14.6 

1 

National  Can 

12.0 

5 

12.0 

0.6 

8.3 

9 

8.7 

2.4 

17.3 

1 

4.7 

10 

Federal  Paper  Board 

12.0 

6 

11.9 

0.5 

7.5 

8 

9.0 

4.5 

17.1 

2 

11.9 

5 

Anchor  Hocking 

11.8 

7 

10.4 

0.1 

9.1 

5 

10.1 

4.1 

9.9 

12 

2.8 

13 

Ball  Corp 

11.3 

8 

14,6 

0.3 

11.8 

6 

10.0 

4.3 

9.1 

13 

9.2 

7 

Brockway  Glass 

11.2 

9 

12.0 

0.2 

10.2 

7 

9.5 

4.8 

11.9 

6 

8.0 

8 

Owens-Illinois 

10.8 

10 

10.7 

0.6 

6.7 

12 

7.2 

3.7 

10.3 

10 

7.1 

9 

Marcor 

10.8 

11 

10.8 

0.5 

6.2 

14 

6.1 

2.4 

10.9 

8 

14.6 

1 

Maryland  Cup 

10.6 

12 

10.0 

0.4 

7.2 

11 

7.2 

3.9 

11.7 

7 

3.5 

12 

Bemis 

9.5 

13 

5.8 

0.5 

5.2 

10 

7.5 

1.7 

10.6 

9 

11.3 

6 

Continental  Can 

9.2 

14 

11.7 

0.4 

8.4 

13 

6.8 

3.0 

10.1 

11 

-3.7 

15 

American  Can 

6.8 

15 

10.2 

0.4 

7.2 

15 

5.1 

2.7 

7.5 

17 

-7.3 

16 

Saxon  Industries 

5.4 

16 

4.8 

1.4 

3.9 

16 

4.2 

1.1 

17.lt 

3 

-2.2* 

14 

Fibreboard 

3.4 

17 

def 

0.8 

def 

17 

3.1 

def 

8.8 

15 

-15.7 

17 

Medians 

111 

11.7 

0.4 

8.3 

8.7 

3.9 

10.6 

7.1 

Industry  Medians 

1L3 

calculations  on  page 

11.8 

42.        t  Four 

0.5 

year  average. 

8.3 

8.4 

4.8 

10.5 

•  • 

8.5 

Note:  Explanation  of  Yardstick 

t  Four- 
th., r 

iratr  growth. 

H  Three-year  growth. 

def-Oaflcll 

Not    availablr. 

not   raniitd 
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Utilities 


A  year  ago,  the  power  companies'  biggest  problem 
seemed  to  be  keeping  up  with  electricity  demand. 
Today,  their  main  worry  is  over  too  much  expansion. 


This  time  last  year  crepe  was  be- 
ing hung  from  the  electric  utihty  in- 
dustry's transmission  hues.  Not  so  to- 
day. The  turnaround  in  1975  was 
caused  in  part  by  a  more  sensible  reg- 
ulatory attitude  throughout  most  of 
the  country.  Rate  increases  came 
through  more  promptly  and  more  gen- 
erously—some $3  billion  worth.  Al- 
lowed returns  on  equity  of  13.5%  were 
granted  to  Virginia  Electric  &  Power 
and  Duke  Power,  among  others.  Pub- 
lic Service  of  Colorado  and  Public 
Service  of  Indiana  asked  for  and  got 
15%.  With  few  exceptions,  earnings 
were  up  strongly,  even  at  utilities  like 
New  York's  Consolidated  Edison  that 
seemed  last  year  to  be  in  deep  trou- 
ble. On  average,  industry  earnings  per 
share  gained  11%  in  the  first  half, 
16%  in  the  third  quarter. 


Two  things  shook  up  the  regula- 
tors: Con  Ed's  omitting  a  dividend 
in  1974  and  the  avalanche  of  down 
ratings  of  utility  bonds.  Utilities  were 
suddenly  unable  to  sell  bonds  because 
of  inadequate  earnings  coverage.  In 
an  industiy  where  it  takes  $4  in  in- 
vestment to  produce  $1  in  revenues, 
that's  a  big  problem. 

The  quality  of  earnings  was  up  last 
year  as  well.  Because  of  sharply  low- 
er construction  spending,  much  less  of 
the  utilities'  earnings  consisted  of  in- 
terest capitalized  on  construction  in 
progress.  Thus  almost  all  the  utilities' 
20%  increase  in  net  income  was  op- 
erating, or  cash,  earnings. 

The  construction  cutbacks  at  least 
temporarily  dampened  the  utilities' 
voracious  appetite  for  new  capital. 
Those  utilities  that  did  have  to  raise 


UTILITIES— NATURAL  GAS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

SYear 

Latest 

Equity 

Latest 

SYear 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Montlis 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

PRODUCERS  &  PIPELINE 
So  Natural  Resources 

18.1% 

1 

17.60/0 

1.2 

8.6% 

2 

9.3% 

10.70/0 

12.1% 

4 

11.5% 

2 

Panhandle  Eastern 

18.0 

2 

16.7 

1.2 

7.5 

4 

7.6 

11.1 

9.1 

6 

7.3 

7 

Enserch 

17.2 

3 

17.7 

1.2 

9.4 

1 

9.3 

8.4 

13-1 

3 

13.2 

1 

Tenneco 

16.3 

4 

18.2  . 

0.9 

8.7 

3 

7.8 

5.9 

15.6 

2 

8.5 

5 

Texas  Eastern 

16.0 

5 

14.1 

1.1 

6.8 

6 

7.0 

8.1 

11.1 

5 

9.3 

4 

Coastal  States  Gas 

13.9 

6 

11.0 

1.1 

5.9 

5 

7.5 

2.9 

31.6 

1 

9.7 

3 

El  Paso  Company 

13.0 

7 

8.8 

1.4 

5.2 

7 

5.9 

3.2 

8.1 

7 

7.3 

6 

Medians 

16.3 

16.7 

1.2 

7.5 

7.6 

8.1 

12.1 

9.3 

PIPELINERS  &  DISTRIBU^ 
Houston  Natural  Gas 

rnPQ     ,„ 

19.60^ 

1 

30.3% 

0.8 

14.6o^ 

1 

9.2% 

8.5% 

2S2% 

1 

19.80/0 

2 

Ark  Louisiana  Gas 

16.7 

2 

17.6 

0.9 

9.5 

2 

8.8 

13.4 

6.4 

9 

4.6 

8 

Northern  Natural  Gas 

15.3 

3 

20.3 

0.7 

10.1 

5 

7.3 

11.1 

15.0 

2 

12.1 

3 

Texas  Gas  Transmn 

14.3 

4 

12.4 

1.0 

6.9 

3 

7.5 

5.4 

10.8 

4 

8.3 

4 

Peoples  Gas 

14.1 

5 

15.1 

1.1 

7.8 

4 

7.4 

10.3 

11.4 

3 

6.7 

6 

American  Natural  Gas 

13.7 

6 

13.3 

1.4 

6.3 

7 

6.3 

10.0 

10.3 

6 

7.1 

5 

Transco  Companies 

13.6 

7 

7.4 

1.9 

3.7 

8 

5.1 

3.6 

8.9 

8 

-1.9 

9 

Columbia  Gas  System 

12.3 

8 

11.3 

1.1 

6.0 

6 

6.5 

7.9 

9.3 

7 

4.8 

7 

United  Gas  Pipe  Line 

•• 

23.0 

1.0 

9.6 

** 

3.5 

10.8t 

5 

27.2U 

1 

Medians 

14.2 

15.1 

1.0 

7.8 

7.4 

8.5 

10.8 

7.1 

DISTRIBUTORS. 

Oklahoma  Natural  Gas 

14.7% 

1 

16.8% 

0.9 

9.1% 

1 

8-4% 

7.80/0 

12.00/0 

2 

6.1% 

3 

No  Indiana  Pub  Serv 

13.7 

2 

11.3 

1.2 

5.0 

5 

6.3 

9.4 

10.5 

4 

3.2 

5 

No  Illinois  Gas 

13.1 

3 

13.4 

0.8 

7.0 

2 

7.1 

7.2 

12.7 

1 

3.1 

6 

Atlanta  Gas  Light 

11.9 

4 

13.6 

0.9 

6.7 

6 

5.9 

5.1 

11.7 

3 

7.5 

2 

National  Fuel  Gas 

10.6 

5 

9.7 

1.0 

5.9 

3 

6.6 

47 

10.0 

5 

8.8 

1 

Brooklyn  Union  Gas 

10.2 

6 

10.7 

1.1 

6.0 

7 

5.8 

6.7 

8.6 

6 

-0.6 

8 

Consol  Natural  Gas 

10.0 

7 

10.6 

0.9 

6.8 

4 

6.6 

7.8 

8.6 

7 

4.8 

4 

Pacific  Lighting 

8.8 

8 

8.9 

1.1 

5.2 

8 

5.5 

4.6 

8.4 

8 

2.2 

7 

Medians 

11.3 
U.9 

11.0 

1.0 

64 

6.5 

7.0 

103 

4.0 

Industry  Medians 

13.5 

1.1 

6.9 

7.1 

7.8 

10.8 

U 

Note   Explanation  of  Yardstick  calculations  or 

page  42 

t  Four-year  growth. 

it  Three-year  growth. 

•♦  Not 

available;  not 

ranked. 
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Lind  a  bettei-than-expected 
welcome.  Stocks  that  were  going  for 
30*  below  book  value  as  the  year 
began  were  selling  for  no  more  than 
10?  below  book  by  the  year's  end. 
Twelve  utilities  among  the  50  big- 
gest were  selling  at  or  above  book 
value.  In  the  last  half  of  the  year  the 
utility  stocks  were  even  outperforming 
the  market. 

Utilities  have  cut  $20  billion  from 
their  five-year  capital-spending  bud- 
gets, reducing  the  total  to  $105  bil- 
lion. Another  $5  billion  to  $10  bil- 
lion probably  will  be  dropped.  So, 
instead  of  selling  an  annual  $4  bil- 
lion to  $4.5  billion  in  common,  they'll 
get  by  with  $2.5  billion.  At  current 
prices  for  the  stocks,  this  still  involved 
some  dilution,  but  less  than  formerly 
seemed  likely. 

The  industry  used  last  year's  re- 
spite from  expansion  to  tidy  up  its 
financial  act.  Much  of  the  year's  new- 
issue  volume  was  sold  to  repay  nearly 
$3  billion  of  short-term  debt,  which 
had  peaked   at  $7.5  billion  in    1974. 


Strange  Payoff.  One  weird  fact  about  gas  pipelining  today  is  that,  because  pipe- 
lines are  operating  below  capacity,  they  get  more  for  each  cubic  foot  they  carry. 


The  mix  of  financing  changed  dra- 
matically toward  equity:  Forty-five 
percent  of  dollars  raised  were  com- 
mon or  preferred  stock.  The  South- 
em  Co.  stood  out  in  this  department. 
One  of  1974's  most  troubled  utilities, 
it  repaid  over  half  of  its  short-term 
debt  by  year's  end— no  less  than  $37S 


Utilities,      Con- 
Detroit     Edi.son 


million.      Northeast 
sumers     Power    and 
did  almost  as  well. 

There  were  exceptions  to  the  gen- 
erally brighter  picture.  Stuck  with  an 
unsympathetic  regulatory  commission, 
three  California  utihties— San  Diego 
Gas  &  Electric,   Pacific  Gas  &   Elec- 


UTILITIES— ELECTRIC  &  TELEPHONE:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company 


5-Year 
Aweraee 


5-Year 
Rank 


LatMt 
12  Months 


Debt/ 
Equity 
Ratio 


Latest        5Year 
12  Monttis      Rank 


5- Year 
Averafc 


Net 
Profit 
Marfin 


5Ve«r 
AMran 


5-Year 
Itenk 


5-YMr 
Avaragt 


S-Ymt 
Rank 


NORTHEAST. 

Pa  Power  &  Light 

Delmarva  Power  &  Lt 

Long  Island  Lighting 

Northeast  Utilities 

New  England  Electric 

New  England  6  &  E 

Pub  Svc  Elec  &  Gas 

NY  State  Elec&  Gas 

Niagara  Mohawk  Power 

General  Public  Utils 

Philadelphia  Electric 

Boston  Edison 

Consolidated  Edison 


12.0% 

12.0 

lU 

11.7 

11.1 

11.1 


12.0% 

10.6 

12.3 

11.6 

11.7 

10.3 


1.1 
1.0 
1.1 
1.1 
10 
1.5 


5.9% 

5.7 

6.2 

5.6 

6.1 

5.0 


6.0% 

5.9 

6.1 

5.7 

5.5 

5.4 


10.6 

10.6 

10.3 

10.2 

9.9 

9.8 

8.2 


7 
8 
9 
10 
11 
12 
13 


9.7 
10.9 
12.1 
10.5 
9.1 
8.0 
10.1 


1.1 
1.1 
1.2 
1.3 
1.0 
1.3 
1.1 


4.9 
6.0 
5.6 
4.8 
4.6 
4.4 
5.3 


8 
4 
10 
11 
9 
12 
13 


5.3 

5.8 
5.1 
5.0 
5.2 
4.7 
4.7 


16.8% 
12.1 
12.0 
10.6 

7.4 

4.6 
10.0 
12.8 
11.6 
11.7 
12.1 

6.6 

9.1 


14.1% 

16.8 

13^ 

14.0 

11.4 

17.5 

13.2 

10.0 

10.5 

15.6 

15.1 

13.5 

14.3 


6 

2 
10 

7 
11 

1 


3.6% 

2.6 

2.9 

3.8 

4.7 

3.4 


9 

13 
12 
3 
4 
8 
5 


-0.4 
0.5 
1.7 
1.9 

-0.3 
0.5 
0.7 


3 
6 
5 
2 
1 
4 

13 

10 

8 

7 

12 
11 

9 


Medians 

10.6 

10.6 

LI 

5.6 

5.4 

11.6 

14.0 

1.9 

MIDWEST. 

Cleveland  Elec  Ilium 

14.1% 

1 

12.80/0 

1.0 

6.70/0 

1 

7.1% 

12.0% 

12.6% 

4 

3.2% 

6 

Public  Service  Ind 

13.8 

2 

12.7 

1.0 

5.8 

3 

6.3 

17.7 

8.9 

15 

40 

2 

Duquesne  Light 

13.6 

3 

12.6 

1.1 

5.7 

7 

6.0 

16.8 

14.0 

2 

20 

7 

Ohio  Edison 

13.2 

4 

12.3 

1.2 

5.4 

6 

6.0 

13.2 

11.2 

9 

0.4 

9 

American  Dec  Power 

13.1 
13.0 

5 
6 

11.3 
11.1 

1.3 

5.2 

10 

5.8 

11.5 

14.0 

1 

3.3 

5 

Cincinnati  G  &  E 

1.1 

5.6 

2 

6.4 

10.1 

10.9 

11 

0.9 

8 

Illinois  Power 

13.0 

7 

14.8 

1.0 

6.3 

7 

6.0 

147 

9.4 

14 

-0.3 

11 

No  States  Power 

12.8 

8 

13.5 

1.0 

5.7 

11 

5.6 

13.6 

10.8 

12 

3.9 

3 

Allegheny  Power 

12.4 

9 

12.2 

1.1 

6.1 

4 

6.1 

10.0 

12.8 

3 

3.7 

4 

Dayton  Power  &  Light 

11.4 

10 

12.7 

1.1 

6.3 

5 

6.1 

11.4 

11.1 

10 

-0.9 

12 

Commonwealth  Edison 

11.1 

11 

9.9 

1.0 

5.0 

13 

5.5 

11.6 

UJ 

7 

0.2 

10 

Wisconsin  Bee  Power 

10.6 

12 

10.2 

1.0 

6.1 

9 

6.0 

10.1 

10.9 

11 

4.9 

1 

Union  Electric 

10.1 

13 

11.7 

1.1 

5.7 

12 

5.5 

12.2 

11.3 

8 

-1.4 

13 

Detroit  Edison 

8.8 

14 

8.4 

1.1 

4.5 

14 

4.8 

9.9 

12  0 

6 

-2.4 

14 

Consumers  Power 

8.3 

15 

8.4 

1.2 

4.2 

15 

4.4 

6.7 

12.5 

5 

-4.1 

15 

Medians 

lU 

12.2 

LI 

5.7 

6.0 

11.6 

lU 

0.9 

SOUTHEAST. 

Florida  Power  &  Lt 
Middle  South  Utils 

13.6% 
13.0 

1 
2 

14.2% 
10.4 

1.3 
1.3 

6.4% 
4.7 

1 
5 

6.7% 
5.6 

12.7% 
97 

18.4% 
131 

1 
9 

10.8% 
72 

1 
2 

Florida  Power 

12.8 

3 

15.3 

1.0 

5.7 

7 

5.5 

14.4 

18.0 

3 

55 

4 

Carolina  Pwr  &  Lt 

11.7 

4 

11.7 

1.2 

5.4 

4 

5.6 

16.3 

18J 

2 

5.7 

3 
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trie  and  Southern  California  Edison 
—all  had  lower  earnings.  PG&E  got 
a  rate  increase  25  months  after  it 
applied.  Edison  has  been  without  an 
increase  for  over  two  years.  San  Diego 
Gas  &  Electric,  receiving  only  a  por- 
tion of  a  requested  interim-rate  rise, 
laid  off  hundreds  of  workers,  cut  back 
on  customer  convenience  sei^vices, 
sacked  its  president— and  even  then 
was  only  half  way  to  earning  its 
dividend. 

What  of  the  future?  It  used  to  be 
very  predictable,  but  no  longer.  De- 
mand grew  7%  year  after  year,  and 
planning  was  easy.  But  in  1974  de- 
mand for  electricity  didn't  grow  at 
all,  and  in  1975  it  crept  ahead  by  less 
than  2%.  Laments  PG&E  Treasurer 
Stanley  Skinner:  "Anyone  who  tells 
you  he  could  forecast  demand  growth 
wtih  reasonable  accuracy  is  being  to- 
tally unrealistic." 

Fateful  Gamble 

So  no  one  knew  whether  the  slow- 
down was  a  temporary  aberration  or 
a  whole  new  ball  game.  The  penalty 
for  guessing  wrong,  of  course,  is  dras- 
tic either  way.  If  utilities  underesti- 
mate demand,  there  could  be  brown- 
outs or  blackouts  by  the  mid-1980s. 
The  Michigan  utihties  are  a  case  in 
point:  Detroit  Edison's  industrial  sales 
were  down  11%  in  1975's  first  eight 
months,  but  what  kind  of  rebound 
should  it  prepare  for?  If  utilities  over- 
estimate demand,  they  will  have  dilut- 
ed stockholders'  equity  unnecessarily 
to  finance  unused  capacity— and  in  the 
process  will  have  created  a  higher 
rate  base,  which  both  regulators  and 
consumers  might  complain  about. 
Some  economists  project  demand 
growth  down  in  the  3%-to-4^  range, 
but  American  Electric  Power  is  fig- 
urhig  on  6^. 

AEP's  vice  chairman  for  operations, 
Willis  S.  White,  points  out  that  the 
steep  drops  in  demand  have  come 
in  industiial  growth,  not  residential 
or  commercial.  "All  that  industrial 
load  is  out  there  waiting  for  the  turn 
of  the  switch,"  he  says.  WTiite  is 
among  those  who  believe  that  so 
much  planned  capacity  has  been 
shcKed  that  when  the  ine\'itable 
economic  upturn  comes,  utilities 
won't  be  able  to  build  new  capacity 
fast  enough  to  meet  demand.  "We 
feel  the  industry'  has  passed  the 
point  of  no  return  and  that  by  the 
early  1980s  there  will  be  shortages 
of  electric  power  in  the  country." 
Agrees  Long  Island  Lighting's  Vice 
President  Ira  Freilicher:  "The  ques- 
tion is  not  whether  the  facilities 
ire  going  to  be  needed,  it's 
(inly  when." 

Maybe  so,  but  the  old  growth-is- 
u'ood    reflex    definitely    seems    under 


Iowa  workers  add  15%  more  value  to  the 
products  they  produce  than  the  average 
American  worker.  That's  69  minutes  pro- 
ductivity for  an  hour's  pay,  46  hours  pro- 
ductivity for  40  hours  pay  or  59  weeks  of 
productivity  for  a  year's  salary.  But  no 
matter  how  you  look  at  it,  the  fact  is,  Iowa 
workers  work  better. 

It's  one  reason  why  165  of  America's 
top  500  companies  now  operate  455 
plants  in  Iowa.  For  information  on  all  the 
other  reasons,  send  the  coupon  below. 

IOWA  HAS  WORKERS  WHO  WORK. 


For  more  information,  write: 

Richard  I.  Powell,  Director 
Industrial  Development  Division 
Iowa  Development  Commission 
250  lewett  Bldg.  Dept.  F016 
Des  Moines,  Iowa  50309 
(515)  281-3500 


NAME 
FIRM 
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a  place  to  grow 
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challenge.  Says  Leonard  Ross,  newly 
appointed  to  California's  Public  Util- 
ities Commission:  "We're  telling  util- 
ities to  get  out  of  the  energy  growth 
business.  Growth  means  higher  cost 
for  consumers.  Utilities'  profit  rate  will 
depend  on  the  vigor  of  their  conser- 
\ation  efforts." 

The  stock  market  has  already  be- 
gun to  repudiate  growth.  Utilities  in 
such  expanding  service  areas  as  Flori- 
da (Florida  Power,  Florida  Power  & 
Light)  once  sold  at  a  30  multiple, 
while  such  "income"  utilities  as  Bos- 
ton Edison  and  New  England  Elec- 
tric, with  stagnant  service  areas,  went 
for  around  12.  Today  the  market 
lumps  them  together  in  six-to-ten 
price/ earnings  ratios. 

Another  industry  dilemma  concerns 
fuel  for  new  and  existing  capacity. 
Everyone  would  prefer  to  avoid  astro- 
nomically priced  oil,  but  none  of  the 
alternatives  is  easy.  Nuclear  is  a 
handy  target  for  environmental  cru- 
saders. So  is  western  coal  (Forbes, 
Dec.  15,  1975).  Even  utilities  fortu- 


nate enough  to  have  their  own  coal, 
such  as  Pacific  Power  &  Light,  Penn- 
sylvania P&L  and  AEP  must  count  on 
adding  50%  to  plant  cost  for  anti- 
pollution equipment.  And,  of  course, 
utilities  that  had  grown  up  depend- 
ing on  cheap  natural  gas  as  boiler 
fuel,  like  Central  &  South  West,  find 
their  fuel  simply  disappearing. 

< 
Sure  Shortage 

For  there  is  no  uncertainty  about 
natural  gas:  Though  it  now  supplies 
a  third  of  the  nation's  energy,  it  is 
getting  scarce.  Such  states  as  North 
Carolina  face  an  estimated  46%  short- 
fall in  total  requirements  this  winter. 
In  a  frantic  bid  for  Alaskan  gas  by 
1980,  Pacific  Lighting  agreed  to  help 
finance  Atlantic  Richfield's  develop- 
ment of  its  North  Slope  reserves. 
Thus  the  test  of  a  successful  natural 
gas  pipeline  company  in  1975  was 
how  effectively  it  had  diversified  out 
of  the  utility  business.  Some  of  the 
more  successful  at  doing  so:  North- 
em  Natural  Gas,  ENSERCH  (former- 


ly Lone  Star  Gas)  and  Tenneco.  For 
the  natural  gas  companies,  much  now 
depends  on  the  future  moves  of  the 
Federal  Government  in  regulating  oil 
and  gas  prices. 

American  Telephone  &  Telegraph's 
strong  year  was  typical  of  the  tele- 
phone utihties.  Even  as  AT&T  was 
garnering  $1.6  billion  in  rate  in- 
creases (with  another  $1.6  billion 
pending),  it  was  cutting  construction 
expenditures   by   some   $100    million. 

Independent  phone  companies*  tele- 
phone earnings  snapped  back  after  a 
recession  dip.  Nine-month  revenue 
gains  were  running  9%  to  13%.  Toll 
volume  was  up,  and  local  sci"vicc  rate 
increases  totaled  $195  million  in  the 
first  eight  months,  compared  with 
$100  million  for  all  of  1974.  Highly 
leveraged,  earnings  benefited  from 
the  downtuni  in  interest  rates.  Gen- 
eral Telephone's  third-quarter  tele- 
phone earnings  were  up  26%  on  only 
a  14%  revenue  gain.  United  also  did 
well  as  telephone  earnings  were  up 
16%  on  a  13%  revenue  gain.  ■ 
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Rank 

Va  Electric  &  Power 

11.6 

5            13.2 

1.2 

5.5 

8 

5J 

17.0 

16.2 

6               3.8 

5 

Baltimore  Gas  &  Elec 

So  Carolina  E  &  G 

Southern  Company 

Potomac  Elec  Power 

Duke  Power 

11.5 

11.3 

10.7 

9.5 

8.9 

6  11.5 

7  13.2 

8  12.7 

9  7.6 
10           8.1 

1.1 
1.1 
1.4 
1.3 
1.3 

5.4 
5.9 
5.1 
5.1 
4.1 

2 
6 
9 

2 
10 

5.9 
5.6 
4.9 
5.9 
4.7 

14.5 
11.4 

11.1 

10.9 
12.0 

12.9 

16.5 
16.3 
15.5 
15.8 

10               3.7 

4  0.4 

5  1.8 
8                3.3 
7             -0.6 

6 

9 
8 

7 
10 

Medians 
SOUTHWEST. 

11.6 

12.2 

1.3 

5.4 

5.6 

12.4 

16.3 

3.8 

Central  &  South  West 

Texas  Utilities 

Houston  Ltg  &  Power 

Gulf  States  Utils 

Arizona  Public  Serv 

15.2% 

14.2 

13.5 

12.6 

11.8 

1  14.30/0 

2  12.4 

3  9.9 

4  11.8 

5  13.6 

0.8 
0.9 
1.1 
1.1 
0.9 

6.9% 

6.3 

5.3 

5.3 

7.2 

1 

2 
3 
5 
4 

7.3% 

7.3 

7.0 

5.7 

6.1 

11. 6C 

14.2 

10.3 

14.2 

15.7 

Yo        12.3% 
11.5 
13.0 
12.2 
14.5 

3  6.2% 
5                6.9 

2                5.8 

4  4.4 
1                8.6 

3 
2 
4 
5 
1 
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WEST- 

13.5 

12.4 

0.9 

6.3 

7.0 

14.2 

12J 

6.2 

Pacific  Gas  &  Elec 

Public  Senfice  Colo 

So  Calif  Edison 

San  Diego  Gas  &  Elec 

11.2% 
11.1 
10.2 
9.2 

10.7 

1  9.80/0 

2  13.2 

3  10.7 

4  3.7 

10.3 

1.1 
1.1 
1.0 
1.0 

5.3% 
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5.9 
3.6 

1 
4 
2 
3 

5.9% 
5.5 
5.8 
5.8 
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12.5 

11.6 

5.6 

Yo          9.4% 
11.2 
14.5 
14.0 

4 
3 
1 
2 

4.1% 
3.3 
4.7 
-0.1 

2 
3 

1 
4 

Medians 
TELECOMMUNICATIONS 

1.1 

5.6 

U 

11.9 

12.6 

3.7 

Central  Tel  &  Utils 

United  Telecom 

Continental  Tel 

General  Tel  &  Elec 

Comsat 

American  Tel  &  Tel 

So  New  England  Tel 

Western  Union 

16.1% 

14.7 

13.2 

12.3 

12.1 

10.0 

9.1 

3.9 

1  I6.00/0 

2  14.1 

3  11.0 

4  12.5 

5  14.1 

6  10.1 

7  8.3 

8  6.0 

1.1 
1.4 
1.6 
1.5 
0.0 

0.9 
0.8 
1.1 

6.7% 
5.6 
4.9 
5.7 
12.2 
5.9 
4.9 
4.1 

2 
4 
6 
5 

1 
3 
7 
8 

6.8% 
6.1 
5.8 
6.0 
10.5 
6.4 
5.6 
3.5 

11.5c 
9.1 
9.0 
6.2 
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9.2 

6.3 

/o         12.7% 
17.8 
18.3 
10.9 
24.8 
10.2 
10.1 
6.2 

4  8.1% 
3                5.1 

2                5.0 

5  3.6 
1               33.9 

6  4.3 

7  2.5 

8  -5.3 

2 
3 
4 
6 
1 
5 
7 
8 

Medians 

12.2 
lU 

calculations  oi 

11.8 
11.7 

1.1 

5.7 

6.1 

9.2 

11.8 

4J 

Industry  Medians 

1.1 

5.6 

-  5J 

11.6 

13.0 

3.3 

Note:  Explanation  of  Yardstick 
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Metals 


The  "new  era"  that  metals  producers  were  predicting 
a  year  ago  turned  out  to  be  a  mirage. 


No  minc;er  of  wohds,  Chairman 
Edgar  Specr  of  U.S.  Steel  growls: 
"You'll  notiee  I  don't  call  this  a  blasted 
steel  company.  I  talk  about  the  steel 
.scfitiicnt  of  our  business." 

He's  fortunate.  Last  year  was  no 
time  to  be  in  metals  of  any  kind,  with 
steel  shipments  off  a  sickening  26%, 
most  aluminum  smelters  and  fabricat- 
ing plants  operating  at  barely  65%  of 
capacity  and  copper  selling  for  40% 
of  its  peak  1974  price. 

"Tliats  where  we  make  money," 
chuckles  Speer,  his  finger  tracing  the 
steadily  improving  figures  from  his 
coal,  chemical,  fertilizer  and  iron-ore 
operations. 

Thanks  to  diversification,  USS  in 
1975  turned  in  its  .second-best  year 
in  recent  memory— (|uite  an  accom- 
plishment. In  .sharp  contrast,  Bethle- 
hem Steel,  with  ne.xt  to  no  diversifi- 
cation, but  traditionally  an  efficient 
steelmaker,  was  operating  in  the  red. 


In  1975  U.S.  Steel  wasn't  alone 
among  metal  makers  in  profiting  from 
diversification. 

For  example,  early  in  1975  Armco 
Steel  Chairman  William  Verity  told 
FoHBiis  steel  would  produce  55%  of 
Armco's  earjungs.  The  actual  figure 
was  barely  15%.  Yet  Armco  still  turned 
in  respectable  numbers  and  actually 
improved  its  return  on  ecjuity.  The 
trick  lay  in  diversifying  into  every- 
thing from  insurance  and  leasing  to 
oil-rig  ecjuipment  and  drainage  pipe. 

In  aluminum,  as  the  Forbes  Yard- 
sticks indicate,  Alcan's  and  Alumi- 
num Co.  of  America's  latest  12-month 
profitability  is  worse  even  than  their 
abysmal  five-year  record.  One  major 
exception:  Kai.ser  Aluminum  &  Chemi- 
cal, which  not  only  has  a  strong  leg 
in  industrial  chemicals  and  fertilizers, 
l)ut  also  runs  a  thriving  refractories 
operation. 

In  diversified  metals,  the  most  con- 


sistent profit  makers  are  Engelhard 
Minerals  &  Chemicals  and  St.  Joe 
Minerals.  EMC  makes  or  trades  in  just 
about  every  metal  and  also  handles 
clays,  catalysts,  coal,  oil  and  fertilizers. 
St.  Joe  shrewdly  took  its  cash  flow 
from  lead  and  zinc  and  bought  a 
stake  in  coal,  oil  and  natural  gas.  It 
now  returns  a  handsome  22%  on  capi- 
tal. Similarly,  Amax  off.set  much  of 
the  decline  in  its  ba.se  metals  busi- 
ness by  mining  molybdenum  (an  im- 
portant ingredient  in  Arctic  pipe- 
lines), by  .supplying  coal  to  midwe.st- 
ern  utilities  and  by  investing  in 
fuels,  chemicals  and  potash. 

"I  think, "  says  Harris  Upham's  savvy 
metals  analyst,  Deson  Sze,  "metals 
companies  are  beginning  to  realize 
they  must  diversify  to  break  the  prof- 
its cycle." 

Metals  has  always  been  a  cyclical 
business.  Only  a  year  or  .so  ago  the 
industry  showed  no  trace  of  gloom. 
The  talk  was  of  a  long-run  resur- 
gence, not  an  earnings  collap.se.  With 
few  additions  to  capacity  and  with 
strong  demand  from  the  energy  in- 
dustry, the  197()s  were  supposed  to 
be  a  repeat  of  the  195{)s,  with  big 
orders    and    bigger    earnings    particu- 
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15.5         OJ 
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9.0         0.4 
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3.7 
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Note:  Explanation  of  Yardstick  calculations  on  pige  42. 
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laiiy    for    steel.    What    went    wrong? 

Put  .simply,  the  metal  makers  put 
tix)  much  faith  in  their  own  propa- 
ganda and  the  strength  of  their  or- 
der books.  This  isn't  to  say  the  boom 
ill  metals  is  o\er  before  it  starts.  What 
is  painfully  apparent  is  that  the  boom 
is  delayed  for  perhaps  as  long  as  two 
years,  and  may  be  less  bountiful  than 
expected  when  it  comes. 

To  understand  why  1975  was  such 
a  disaster,  steelmen  say  you  must  look 
back  at  what  happened  in  the  fall 
of  1974.  Then  order  books  were  in- 
deed bulging.  Besides  strong  orders 
for  steel  from  oil  drillers,  there  was 
even  an  upsurge  in  demand  for  flat- 
rolled  steel,  around  half  of  all  steel 
shipments.  In  fact,  with  1974  ship- 
ments falling  only  a  notch  below 
1973's  record  111  million  tons,  steel- 
men  talked  of  shipping  close  to  106 
million  tons  in  1975. 

What  they  chose  to  overlook  was 
that  much  of  1974's  late  surge  was 
only  stockpiling  by  Detroit  and  the 
appliance  manufacturers  against  a 
threatened  coal  strike.  That  strike 
lasted  barely  four  weeks,  autos 
slumped  and  a  national  energy  pro- 
gram bogged  down  in  congressional 
chitchat,  leaving   steel  with  its  fur- 


naces all  fired  up  and  no  one  order- 
ing. With  customers  chewing  up  12 
million  tons  in  excess  inventories,  1975 
shipments  collapsed  to  around  80  mil- 
lion tons,  lowest  level  since  1963. 

As  the  year  progressed,  steelmakers 
bit  hard  on  the  bullet.  Wheeling- 
Pittsburgh,  after  earning  more  in  1974 
than  it  did  in  the  previous  six  years 
combined,  lost  $13.5  million  in  1975's 
third  quarter.  National  Steel,  its  prof- 
its off  89%  at  one  point,  slashed  ex- 
ecutives' salaries.  Bethlehem  Steel, 
with  a  $38-million,  third-quarter  op- 
erating loss,  frantically  scrambled  to 
stretch  out  its  massive  capital  spend- 
ing programs,  and  threw  in  the  towel 
on  steel  fabricating  when  it  couldn't 
get  union  workers  to  take  a  pay  cut. 
By  October  Armco  had  called  a  mora- 
torium on  steel  plant  expansion  not 
already  under  way. 

The  magnitude  of  steel's  turndown 
was  graphically  shown  by  its  effect 
on  steel  imports,  whose  $100-a-ton 
premiums  of  late  1974  had  given  way 
to  as  much  as  a  $75  discount.  But 
that's  small  solace  to  the  domestic 
industry.  With  foreign  steelmakers  los- 
ing money  at  an  even  faster  clip- 
nationalized  British  Steel's  losses  run 
$10  million   a  week— specialty  steel- 


makers in  the  U.S.  fear  more  dump- 
ing. "We  just  can't  compete  against 
foreign  steelmakers  subsidized  by 
their  governments,"  says  Cyclops  Pres- 
ident William  Knoell  referring  to 
stainless  steel  imports,  which  soared 
to  18.6%  of  the  U.S.  market  in  1975. 

For  steelmakers  everywhere,  the 
backbreaker  is  that  costs  keep  rising 
even  as  output  is  reduced.  True,  steel 
'  prices  have  risen  40%  or  so  since  con- 
trols ended  in  April  1974,  but  much 
of  that  has  been  catch-up.  Now 
costs  for  coal,  raw  materials  and  la- 
bor (in  return  for  a  no-strike  pact  un- 
til 1980)  are  up  even  more.  "We're 
paying  $7  an  hour  in  wages,  plus  $4 
for  fringe  benefits  whether  the  man 
works  or  not,"  says  Wheeling-Pitts- 
burgh Chairman  Robert  Lauterbach. 
So  the  inefficiencies  of  lower  volumes 
are  compounded  by  higher  fixed  costs. 

Steel  isn't  like  canned  goods.  Steel- 
men  can't  slash  prices  and  hope  to 
ship  more  product.  Steel  demand  is 
almost  completely  inelastic.  So,  with 
a  watchful  eye  on  Washington,  steel 
producers  gingerly  proposed  price  in- 
creases, not  cuts;  9%  for  flat-rolled  and 
7%  for  tinplate.  But  to  stick,  a  price 
hike  needs  the  backing  of  steel's  Big 
Two.    Bethlehem    Steel    went    along 
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happily  on  tinplate,  but  U.S.  Steel  re- 
fused to  raise  flat-rolled  that  much, 
preferring  instead  to  boost  prices  on 
rail  and  oil-country  goods  where  it 
has  more  muscle.  This  was  bad  news 
for  the  four  major  flat-rolled  producers 
( Armco,  Wheeling-Pittsburgh,  Na- 
tional and  J&L),  whose  combined  net 
was  off  80%,  vs.  a  17%  drop  for  the 
far  more  diversified  USS  and  Bessie  in 
1975's  first  nine  months. 

In  aluminum,  the  scene  if  anything 
was  worse.  Unlike  steel,  the  alumi- 
num industry  is  highly  leveraged— 
just  look  at  the  debt/ equity  ratios  in 
the  Yardsticks.  So  it  doesn't  take  much 
of  a  cutback  to  send  earnings  tum- 
bling. For  example,  even  with  a  sharp 
tax  reduction,  Aluminum  Co.  of 
America's  third-quarter  net  fell  93%, 
its  worst  showing  in  at  least  20  years. 
The  only  cheer  Alcoa's  new  President 
William  Renner  could  find  was  that 
year-end  business  was  flat:  "For  most 
of  the  year  it  was  slipping." 

This  slump,  too,  came  as  a  shock. 
"We  were  all  grossly  off  the  mark," 
admits  Kaiser  Aluminum  Treasurer 
William  Hobbs,  referring  to  the  indus- 
try's forecast  of  a  solid  if  not  spectac- 
ular 1975.  With  building  and  con- 
struction taking  23%  of  aluminum  pro- 
duction, plus  another  35%  going  into 
transportation  and  containers,  the  Big 
Four  were  whipsawed  both  by  the 
cutback  in  consumer  spending  and  by 
soaring  energy  costs.  For  most  of  1975 
they  earned  less  than  5%  on  capital, 
worse  than  their  already  dismal  five- 
year  average. 

However,  amidst  all  the  gloom 
there  are  some  bright  spots  for  the 
white  metal.  The  industry  managed 
to  maintain  and  even  raise  prices  an- 
other 2  cents  last  summer,  to  41  cents, 
preferring  to  take  its  medicine  in  mas- 
sive layoffs  and  shutdowns  than  get 
caught  again  with  low  prices.  Hous- 
ing starts  are  on  the  rise.  Aluminum 
is  streaking  past  steel  as  the  preferred 
metal  for  beer  cans,  and  Detroit  is 
putting  more  aluminum  into  cars. 
"This  is  perhaps  the  largest  growth 
opportunity  ever  presented  in  our  in- 
dustry," says  Alcoa's  Renner. 

Then  too,  the  fears  of  nationaliza- 
tion by  Jamaica  of  Reynolds  Metals' 
and  Kaiser's  bauxite  reserves  have 
been  resolved;  Jamaica  will  own  a 
controlling  interest  (to  be  paid  out  of 
future  profits,  of  course)  but  the  U.S. 
firms  are  assured  a  steady  supply  of 
raw  materials. 

In  copper,  the  big  surprise  was  that 
-copper  companies  were  back  in  vogue 
—as  takeover  targets.  Cerro  Corp.  fell 
prey  to  Chicago's  Pritzker  family, 
while  Anaconda  tried  to  ward  off 
Crane  Co.'s  Thomas  Mellon  Evans. 

Why  the  interest  when  copper  is  in 
its  worst  slump  in  years?  "Asset  strip- 


ping," says  a  Wall  Street  analyst  suc- 
cinctly. "Anaconda  is  more  fabrica- 
tor than  miner  these  days."  But  there's 
more  to  it  than  that:  Copper  is  the 
wildest  swinging  of  all  metals,  and  a 
good  deal  of  smart  money  is  betting 
that  what  goes  down  must  one  day 
soon  go  up  again. 

Another  surprise  was  General  Elec- 
tric's  $1.9-billion  offer  for  Utah  In- 
ternational, which  returns  30%  on 
equity  from  mining  coal,  iron  ore, 
uranium  and  copper,  plus  gas  and  oil. 

Foreign  Interest 

Ironically,  while  most  other  U.S. 
investors  look  askance  at  the  domes- 
tic metals  industry,  foreigners  are  see- 
ing it  as  a  last  haven  free  from  gov- 
ernment takeover  or  rampant  infla- 
tion. French  Rothschild-backed  Societe 
Imetal  grabbed  Copperweld,  the  still 
profitable  (21%  on  equity)  specialty 
steel  producer,  while  the  Pechiney 
Ugine  Kuhlmann  Corp.  bought  out 
the  last  U.S.  stockholders  of  How- 
met  Corp.,  the  specialty  aluminum 
manufacturer. 

As  usual,  anomalies  abound.  New- 
mont  Mining  has  diversified  into  gold 
and  uranium,  but  not  far  enough  to 
offset  the  sharp  downturn  in  cop- 
per. International  Nickel,  unlike  alu- 
minum or  steel  outfits,  kept  running 
flat  out,  building  up  a  huge  inventory. 
Why?  "Because  that's  what  paid  off 
for  us  between  1972  and  1974,"  says 
an  Inco  spokesman.  "We  see  the  cycle 
repeating  itself."  What's  ahead?  Pro- 
ducers and  consumers  alike  say  the 
worst  of  the  inventory  liquidation  is 
over.  Aluminum  shipments  this  year 
could  rise  as  much  as  35%;  at  worst, 
quite  a  bit  less.  Either  way,  it  wfll 
^be  well  into  1977  before  excess  in- 
ventory is  absorbed.  Steel  may  ship 
95  million  tons  this  year  and  even 
be  running  at  a  rate  of  100  million 
tons  by  the  fourth  quarter.  But  that's 
still  far  below  the  level  of  recent 
years.  In  copper,  the  London  Metal 
Exchange  warehouses  are  bulging 
with  480,000  tons,  enough  to  keep 
prices  depressed  well  into  1977.  Inco 
President  J.  Edwin  Carter  is  probably 
right  when  he  says,  "This  won't  be  a 
banner  year,  but  instead  the  first  year 
in  a  cycle  of  meaningful  recovery." 

Just  how  strong  a  recovery  remains 
to  be  seen.  One  straw  in  the  wind: 
Steelmen  no  longer  talk  of  a  short- 
age in  the  1970s.  Maybe  in  the  1980s. 
But  with  autos  using  15%  or  so  less 
steel  per  vehicle,  they  aren't  even 
betting  too  heavily  on  that. 

Ask  USS'  Ed  Speer  whether  steel 
or  his  diversified  interests  will  get  the 
Uon's  share  of  his  billion-doUar-a- 
year  capital  spending  and  he  only 
says,  "We'll  put  the  money  where  we 
can  get  the  best  return."  ■ 
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Automotive 


Auto  sales  could  stage  a  sharp  upturn  in  the  year  ahead. 
But  earnings  will  remain  under  pressure. 


As  PERH.A.PS  the  sickest  part  of  a  sick 
economy,  the  auto  industry  is  the  fo- 
cus of  a  lot  of  hopeful  attention  right 
now.  \^'ill  it  come  back?  And  when? 
And  how  strong? 

The  automakers  themselves  are 
talking  about  a  10-million-car  year  for 
1976.  Wall  Street  analysts  have 
turned  bullish  too.  One  sees  as  many 
as  11  million  cars.  Says  David  Eisen- 
berg,  auto  analyst  at  Sanford  C.  Bern- 
stein &  Co.,  who  looks  for  a  more  con- 
.servative  9.7  million:  "No  question 
but  this  is  a  cyclical  upturn.  General 
Motors  has  already  turned  the  comer. 
I  expect  its  earnings  to  rise  above 
$6.50  per  share  in  1976,  compared 
with  just  over  $4  in  1975." 

Auto  sales  dropped  all  the  way 
from  11.4  million  cars  in  1973  to 
about  8.6  million  last  year,  and  im- 
ports increased  their  share  of  that  by 
one-fifth.  What's  more,  last  winter's 
rebates  (averaging  about  $200  per 
car)  clobbered  first-quarter  earnings. 
With  a  139-day  supply  of  autos  clog- 
ging its  parking  lots  and  cash  flow, 
Chrysler  was  forced  to  cut  prices— at 
tremendous  cost  to  the  whole  indus- 
try, which  had  to  follow  suit.  Gen- 
eral Motors  alone  in  the  industry 
showed  any  profit  in  the  first  quar- 
ter—a meager  20  cents  a  share,  vs.  41 
cents  a  year  earlier  and  $2.84  in  the 
first  quarter  of  1973. 

As  the  year  went,  however,  the 
Big  Three  began  battling  back  the 
imports.  Last  spring,  American  Mo- 
tors unveiled  its  small  wide-bodied 
Pacer,  and  this  fall  Chrysler  intro- 
duced inexpensive  Aspen  and  Volare 
six-passenger    station    wagons.     Ford 


boosted  fuel  economy  an  average  of 
25%  on  its  entire  Une.  GM's  new  33- 
mile-per-gallon  Chevette  is  already  on 
the  road,  with  25%  or  more  of  its  sales 
reportedly  coming  from  buyers  who 
formerly  purchased  imported  cars. 
GM  has  been  encouraged  enough  by 
the  early  sales  record  to  announce 
that  it  will  soon  begin  the  production 
of  Chevettes  at  a  second  plant. 

That's  one  reason  for  the  automak- 
ers' renewed  optimism.  There  are  oth- 
ers. Analysts,  for  example,  see  a  lot  of 
pent-up  demand  after  two  straight 
years  of  deferred  car-buying.  In  addi- 
tion, Detroit  is  now  pricing  its  cars 
closer  to  the  bone.  The  Big  Three  are 
absorbing  a  considerable  part  of  the 
$388  cost  increase  on  this  year's  mod- 
els instead  of  passing  it  along  to  their 
customers.  That's  a  big  change  from 
a  year  ago,  when  the  automakers 
raised  prices  more  than  $400  in  a  sin- 
gle bound. 

Coupled  with  an  improving  econ- 
omy, these  moves  have  already 
boosted  domestic  sales  26.1%  in  the 
first  60  days  of  the  1975-76  model 
year.  Should  a  10-million-car  year 
materialize,  it  would  bring  much 
needed  relief  to  beleaguered  tire  man- 
ufacturers, hit  again  by  higher  ma- 
terials costs  (85%  petro-based)  as  tire 
sales  hung  at  depressed  1974  levels. 
Even  the  chemicals  business,  which 
saved  diversified  B.F.  Goodrich  in 
1974,  suffered  from  sharply  falling 
volume  last  year. 

The  downturn  has  been  fairly  uni- 
form, with  httle  shift  in  market  share 
between  Firestone  and  Goodyear,  the 
largest    tiremakers,     and     second-tier 


One  reason  imports  got  over  20%  of  U.S.  sales  in  --driy 
1975  is  that  Detroit,  which  saw  the  trend  to  subcompacts 
as  early  as  1968,  opted  out  of  the  less  profitable  snnall-car 
sweepstakes.  Now  that  small  cars  account  for  52%  of  U.S. 
sales,  the  Big  Three  are  making  a  U-turn.  Apparently,  GM 
is  following  the  foreigners'  lead  in  styling,  too:  Compare 
its   new   Chevette   (above)   with   the  VW   Rabbit   (right). 


General  Tire,  Goodrich  and  Uniroyal. 
The  expected  earnings  boost  from  con- 
tinued introduction  of  high-priced  ra- 
dials  has  melted  because  of  dismal 
original-equipment  sales.  The  only 
winners  were  small  private-label  man- 
ufacturers like  Mohawk  and  Cooper 
that  benefited  from  the  buying  of 
low-priced  substitutes  in  the  replace- 
ment market. 

"I  foresee  earnings  gains  in  the 
first  and  maybe  the  second  quarters," 
says  Harry  Millis,  tire  analyst  at  Pres- 
cott,  Ball  &  Turben.  "Thereafter,  vol- 
ume growth  will  slow  again.  Only  a 
significant  drop  in  oil  prices  will  make 
this  industry  exciting,"  adds  Millis— 
but  who  expects  that? 

Trucks  provided  some  relief  in 
1974,  but  not  in  1975.  Led  by  a  30% 
drop  in  heavy  haulers,  unit  sales  fell 
nearly  half  a  million  from  2.7  mil- 
lion in  1974.  New  federal  skid-con- 
trol requirements  upped  the  cost  of 
big  trucks  some  10%.  Not  surprising- 
ly, earnings  at  Paccar,  White  Motor 
and  Signal  (Mack  Trucks)  all  fell, 
and  with  a  three-month  retail  sup- 
ply on  hand,  the  first  half  of  1976 
looks  bleak. 

Timing  Is  Important 

Mack,  helped  by  Middle  East  con- 
tracts that  doubled  exports,  managed 
to  keep  its  1975  production  rate 
through  September  at  80%  of  1974's 
record  level.  Paccar  sells  mostly 
to  owner-operators,  who  virtually 
stopped  buying;  still,  this  cost-con- 
scious company  made  money  on  30 
trucks  a  day,  vs.  150  a  year  ago. 
Sooner  than  most,  it  foresaw  the  bust 
and  started  selling  off  inventory. 
White  Motor's  Semon  E.  (Bunky) 
Knudsen,  once  president  of  Ford,  is 
divesting  his  garden-  and  Italian  farm- 
equipment  operations  that  accounted 
for  much  of  the  company's  $46-mil- 
lion,  third-quarter  loss.  Says  Smith, 
Barney  analyst  Peter  Zaglio,  "Knud- 
sen cut  in  the  right  areas,  but  not 
in  time." 

Deere,  the  largest  domestic  farm- 
equipment  maker,  reaped  higher  earn- 
ings on  strong  overseas  demand  and 
increased  prices.  But  only  slightly 
higher  because  of  its  ties  to  the  East 
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Coast  residential  construction  market. 
Top  prize  went  to  Caterpillar  Trac- 
tor, which  put  together  an  unbeat- 
able combination:  improved  produc- 
tion flow  and  15%  to  20%  price  hikes 
since  September  1974,  on  top  of 
strong  demand  for  its  giant  earthmov- 
ing  machines. 

Last  year  set  a  record  for  automo- 
tive suppliers,  too,  but  not  one  they'd 
care  to  see  repeated.  The  record? 
For  the  first  time  since  World  War 
II,  both  replacement  and  original- 
equipment  markets  fell  together.  Nor- 
mally, a  downturn  in  new-car  sales 
means    higher    replacement    sales    to 


owners  bent  on  keeping  their  old  cars 
running.  This  recession  hurt  both  mar- 
kets—though they  have  been  coming 
back  since  the  summer.  Even  Cham- 
pion Spark  Plug,  a  longtime  high 
scorer  on  the  Forbes  Yardsticks,  lost 
ground. 

Original-equipment  makers  suf- 
fered, too,  though  comparisons  with  a 
poor  1974  understate  the  slippage. 
At  Libbey-Owens-Ford,  the  largest  au- 
tomotive glass  manufacturer,  profits 
for  the  12  months  ended  Sept.  30, 
1975  were  down  12%  from  the  pre- 
\aous  year  and  50%  from  the  same 
1972-73    period,    despite    a    second- 


quarter  sale  of  securities  that  netted 
38  cents  a  share.  Return  on  equity 
at  auto  frame  maker  A.O.  Smith, 
which  was  never  very  high,  nearly 
disappeared. 

If  nothing  else,  1975  was  a  year 
of  testing  for  automotive  suppliers. 
The  bust  in  truck  production  should 
have  sent  earnings  at  frame,  axle  and. 
transmission  manufacturer  Dana  into 
a  tailspin— as  happened  to  Cummins 
Engine  and  Dana's  competitor  Eaton. 
Instead,  Dana's  net  rose  for  the  fourth 
consecutive  year  (Forbes,  Dec.  15, 
1975).  Why?  Its  largest  market,  light 
trucks,    was    off   only    11%   last    year. 


AUTOMOTIVE: 

Yardsticks  of  Mana 

gement 

Performance 

PROFITABILITY                                         ■ 

GROWTH 

Return  on  Equity 

Debt/ 

Return  on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year             5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Monttis 

Rank 

Average 

Margin 

Average 

Rank             Average 

Rank 

Caterpillar  Tractor 

19.5% 

1 

25.8% 

0.5 

18.4% 

1 

15.6% 

7.6% 

14.0% 

4                  12.2% 

4 

PACCAR 

16.4 

2 

5.9 

0.1 

5.5 

2 

15.2 

1.7 

13.1 

6              10.4 

5 

Deere 

16.1 

3 

17.8 

0.2 

15.2 

4 

13.3 

6.5 

13.5 

5              20.0 

1 

General  Motors 

15.9 

4 

9.3 

0.1 

8.7 

3 

14.8 

3.3 

8.7 

12                2.8 

9 

Clark  Equipment 

14.0 

5 

12.9 

0.7 

8.5 

5 

10.5 

3.4 

14.8 

3                4.9 

8 

Signal  Companies 

10.8 

6 

7.6 

0.3 

5.9 

9 

7.8 

2.7 

1.9 

14              14.8 

3 

Massey-Ferguson 

10.7 

7 

15.6 

0.6 

10.4 

8 

8.1 

3.7 

10.3 

7              16.1 

2 

Ford  Motor 

10.2 

8 

1.3 

0.2 

1.8 

6 

9.0 

0.3 

9.9 

10                5.4 

6 

Hyster 

10.1 

9 

7.3 

0.6 

6.6 

7 

8.7 

2.7 

9.9 

9                1.0 

11 

Fruehauf 

9.8 

10 

7.3 

0.5 

6.1 

10 

7.3 

2.2 

15.0 

2                1.6 

10 

IntI  Harvester 

8.0 

11 

10.3 

0.5 

8.0 

11 

6.6 

2.7 

10.0 

8                5.0 

7 

American  Motors 

5.7 

12 

def 

0.2 

def 

12 

5.4 

def 

15.4 

1               DP 

Chrysler 

1.9 

13 

def 

0.4 

def 

13 

2.5 

def 

9.0 

11            -23.7 

12 

White  Motor 

def 

14 

def 

0.6 

def 

14 

0.9 

def 

6.3 

13               PD 

13 

Medians 

10.5 

7.5 

0.5 

6.4 

ZA 

2.7 

10.2 

5.0 

TIRE  &  RUBBER. 
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GenI  Tire  &  Rubber 

12.5% 

1 

9.8% 

0.6 

7.3% 

1 

9.4% 

3.7% 

6.6% 

5                 9.9% 

1 

Firestone 

11.2 

2 

9.8 

0.4 

7.5 

2 

8.6 

3.8 

8.6 

2                 6.0 

2 

Goodyear 

11.2 

3 

8.9 

0.5 

6.8 

3 

8.3 

2.9 

9.8 

1                 4.6 

3 

Uniroyal 

7.6 

4 

4.9 

0.7 

4.2 

4 

5.3 

1.5 

7.1 

4                0.3 

5 

Armstrong  Rubber 

6.3 

5 

4.1 

1.0 

4.0 

6 

5.2 

1.6 

5.7 

6             -2.7 

6 

B  F  Goodrich 

6.0 

6 

4.3 

0.6 

3.9 

5 

5.2 

1.7 

8.0 

3                0.8 

4 

Medians 

9.4 

6.9 

0.6 

5.5 

6.8 

2.3 

7.6 

2.7 

AUTO  SUPPLIES. 

Champion  Spark  Plug 

20.6% 

1 

17.0% 

0.1 

15.3% 

2 

18.1% 

9.9% 

U.0<Ji 

8              10.20/0 

6 

Purolator 

19.6 

2 

17.4 

0.4 

13.0 

3 

14.9 

4.7 

16.0 

1                7.6 

8 

Genuine  Parts 

19.1 

3 

19.3 

0.0 

19.5 

1 

19.0 

4.1 

15.2 

2               15.6 

3 

Hoover  Ball  &  Bearing 

18.7 

4 

16.2 

0.3 

12.3 

4 

13.7 

4.6 

9.1 

15                 4.3 

11 

Dana 

15.6 

5 

16.0 

0.3 

12.2 

6 

12.2 

5.5 

10.6 

9                 8.5 

7 

Eaton 

14.8 

6 

9.6 

0.5 

7.1 

7 

10.8 

3.4 

9.9 

13                 6.7 

9 

Libbey-Owens-Ford  ~ 

13.3 

7 

7.3 

0.2 

6.8 

5 

12.2 

4.3 

11.5 

7                4.2 

12 

Maremont 

13.3 

7 

9.7 

0.5 

7.1 

9 

9.4 

2.9 

4.6 

19              29.2 

2 

Sheller-Globe 

12.3 

9 

17.7 

0.7 

9.8 

12 

7.9 

3.4 

12.2 

6              -1.1 

16 

Gould 

12.0 

10 

14.5 

0.5 

10.0 

8 

9.4 

5.1 

13.0 

4              10.8 

5 

Bendix 

10.9 

11 

11.8 

0.3 

9.4 

10 

8.8 

3.1 

10.1 

11                5.2 

10 

Globe-Union 

9.7 

12 

9.1 

0.5 

7.1 

11 

8.2 

2.6 

14.9 

3              12.3 

4 

Cummins  Engine 

9.7 

13 

4.9 

0.8 

4.1 

14 

7.1 

1.6 

12.4 

5                1.1 

14 

Borg-Wamer 

8.8 

14 

5.4 

0.3 

4.8 

13 

7.7 

2.2 

8.0 

17                3.4 

13 

Arvin  Industries 

8.5 

15 

3.9 

0.8 

3.6 

15 

6.4 

0.8 

9.2 

14              -0.8 

15 

Budd 

7.1 

16 

3.4 

0.8 

3.0 

17 

5.8 

0.8 

10.1 

10              46.4 

1 

Federal-Mogul 

6.6 

17 

0.8 

0.6 

1.6 

16 

6.2 

0.5 

5.3 

18             -9.8 

19 

A  0  Smith 

5.2 

18 

1.5 

0.4 

2.1 

19 

4.7 

0.5 

8.6 

16             -5.7 

17 

Questor 

5.1 

19 

def 

0.8 

1.5 

18 

5.3 

def 

10.0 

12             -8.6 

18 

Medians 

12.0 

9.6 

0.5 

7.1 

8.8 

3.1 

10.1 

52 

Industry  Medians 

10.8 

%S 

0.5 

6.8 

Z3 

2.7 

10.0 

5J) 

Note:  Explanation  of  Yardstick 

calculations 

on  page  42.        P-D  Pro 

fit  to  defici 

I.        DP  Deficit  to  profit 

:  not  ranked.       def— Deficit. 

FORBES,   JANUARY    1,    1976 


137 


Is  exporting  your  intention? 
You  need  the  3rd  dimension. 


i^jititc 


No  matter  what 
product  you  make,  no 
matter  what  services 
you  offer,  there  are 
three  ways  FCIA  can 
help  you  to  successfully 
export  them.  We  call 
them  the  third 
dimension  in  credit 
flexibility. 

First,  in  more  than 
140  countries  around 
the  globe,  an  FCIA 
policy  is  protection 
against  the  loss  of  dollar 
obligations  due  to 
commercial  or  political 
risks. 

Second,  here  at 
home,  an  FCIA  policy 
is  recognized  as 
collateral  towards  more 
flexible  financing  by 
financial  institutions. 
(That's  because  FCIA  is 
backed  by  53  of  our 
country's  leading 
marine,  property  and 
casualty  insurance 
companies  and  by  the 
Export-Import  Bank  of 


the  United  States, 
Eximbank.) 

Third,  FQA 
insurance  lets  you 
extend  selling  terms  to 
your  overseas 
customers,  thus  making 
your  product  more 
competitive  and 
increasing  your  sales. 

With  your  credit 
risks  eliminated  and 
with  help  available  for 
financing  your 
receivables,  you  are 
ready  to  compete  with 
other  exporters  and 
foreign  suppliers.  Or, 
another  way  of  putting 
it  is,  with  FCIA,  your 
profits  abroad  might  be 
even  better  than  your 
profits  at  home. 

FClfl 

Foreign  Credit  Insurance  Association 
Headquarters  Office: 
One  World  Trade  Center. 
New  York.  NY.  10048 
Regional  Offices:  AtlanU.  Chicago. 
Cleveland.  Houslon.  Los  Angeles, 
Milwaukee.  San  Francisco. 
Washington.  D.C. 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

''BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.45,000Cash  Will  Handle 

For  datailt  write  Dept.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax  Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  •/?  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00.  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2935  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Call  toll  free  800-527-2654  except  from  Te.oi 


Then,  too,  old-fashioned  discipline  cut 
costs  dramatically.  Dana  also  trans- 
ferred about  10%  of  its  earnings  from 
other  years,  by  running  down  inven- 
tories and  other  devices. 

Gould  and  Globe-Union  both  in- 
creased margins  on  battery  sales  de-' 
spite  an  industrywide  14%  drop  in 
shipments  for  model  year  1975.  Gould 
finished  the  year  ended  in  Septem- 
ber with  slightly  higher  profits  (and 
battery  order  backlogs)  than  in  the 
previous  12  months,  thanks  in  part 
to  strong  market  penetration  of  its 
year-old  Maintenance  Free  Battery. 
Battery  earnings  at  Globe-Union,  ex- 
clusive battery  supplier  to  Sears,  Roe- 
buck, nearly  doubled  in  fiscal  1975 
(ended  in  September),  but  a  $9-mil- 
lion  pretax  loss  on  consumer,  other 
automotive  and  industrial  electronics 
equipment  pushed  companyvvide 
earnings  down  by  20%. 

The  best-positioned  company  in 
the  auto  aftermarket  is  Genuine  Parts 
(Forbes,  Aug.  15,  1975),  a  nation- 
wide distributor  to  jobbers  of  over 
100,000  different  auto  parts.  Besides 
a  growing  customer  list  (within  a 
shrinking  jobber  market),  it  has  no 
manufacturing  facihties  to  eat  up  mar- 
gins when  volume  falls.  Inflation  helps 
this  first-in,  first-out  warehouser,  too, 
accounting  for  12%  of  last  year's 
earnings. 

Classic  Problem 

Detroit  and  its  suppliers  are  both 
anticipating  a  comeback  in  1976. 
Sales  and  earnings,  though,  are  two 
diflFerent  things.  No  matter  how  good 
Chrysler's  U.S.  sales  are,  its  earnings 
are  stuck  in  the  British  quagmire, 
threatening  either  a  $4-a-share  write- 
off or  continued  operating  losses. 

GM  has  suffered  much  less  and  has 
picked  up  substantial  market  share  ; 
during  the  year  1975.  Significant 
down-sizing  of  one-fourth  of  its  1977 
line  should  boost  sales  further  and 
cut  materials  costs.  But  it  gives 
Ford  a  big  problem.  It  lost  market 
share  last  year  and  has  no  new  sub- 
compact  to  compare  with  General  Mo- 
tor's Chevette  and  the  imports.  Could 
Ford  Motor  be  forced  into  price 
competition? 

"This  is  a  classic  bu.siiR-ss  school 
problem,"  says  Arvid  Jouppi,  forinn 
research  chief  at  Hayden  Stone  wh<» 
recently  set  up  shop  in  Detroit  a.s 
an  auto  analyst.  "From  Ford's  view- 
point there  are  two  arguments:  'We 
don't  have  the  margins  to  cut  thorn 
further,*  or  'Well  have  to  cut  mar 
gins  and  dividends  to  fight  for  loiiy; 
term  market  share.'  " 

It  all  adds  up  to  a  battle  between 
the  two  giants  over  the  industry's 
long-term  profitability— with  GM,  as 
usual,  in  the  driver's  seat.  ■ 
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The  Austin 
Mefliod: 

a  remarkably  effident 

discipline  lliat  delivers 

Sacilities  on-time, 

within  budget. 


The  Austin  Method  was 
designed  to  reduce  the 
highest  cost  of  construc- 
tion —  time.  By  cutting 
down  on  time,  your  facility 
is  on-stream  faster.  Your 
interest  on  capital  is  lower. 
Your  return  on  invested 
capital  begins  sooner. 

The  Austin  Method  is  a 
complete  system  of  design, 
engineering  and  construc- 
tion services  developed 
to  offer  facility  owners  a 
single  contract  responsibil- 
ity through  which  Austin 
manages  all  phases  of 
the  job  right  down  to  the 
smallest  subcontractor. 

Austin  engineers  begin 
any  building  program  with 
a  complete  analysis  of  your 
requirements.  Land  surveys.  Site 
evaluation.  Economic  feasibility 
studies.^ 

Besides  your  future  requirements, 
Austin  studies  your  present  oper- 
ations. Knowing  how  you  work 


■■■■■■■■il 


With  traditional  building  construction,  preliminary  design  (A)  and 
detail  drawings  (B)  must  be  complete  before  cost  is  established  (C). 
With  The  Austin  Method,  cost  is  established  during  preliminary  de- 
sign. Construction  (D)  begins  virtually  upon  approval,  thus  reducing 
time  until  occupancy  and  providing  an  earlier  start-up. 


now  can  make  a  big  difference  in 
building  your  future. 

Unlike  ordinary  construction,  The 
Austin  Method  helps  you  plan  your 
business  as  well  as  your  building. 

While  Austin  engineers  have 


been  studying  how  you 
work,  they've  also  been 
designing  the  way  your  new 
facility  will  work.  Costs  have 
been  figured.  So  when  you 
see  the  design  proposal, 
you'll  also  see  the  cost. 

And  while  with  conven- 
tional methods,  procure- 
ment bids  would  just  begin, 
with  The  Austin  Method, 
construction  can  start. 
Months  have  been  cut  out 
of  the  elapsed  time.  Costs 
have  been  controlled. 

Whether  you  need  a  facil- 
ity for  chemical  processing, 
banking,  broadcasting,  pulp 
and  paper,  metalworking,  or 
food  processing,  The  Austin 
Method  will  deliver  it.  For 
nearly  a  century  we  have 
applied  the  disciplines  of  The 
Austin  Method  in  the  development 
of  facilities  for  others.  It  works. 

For  further  details,  write 
The  Austin  Company,  Cleveland, 
Ohio  44121. 


m 

THE  AUSTIN  METHOD 

A  CAPITAL  IDEA 


Transportation 


Superior  promotion, 
like  its  Bicentennial- 
colored  727,  made 
Braniff  profitable. 
Avoiding  wide-bodied 
jets  helped  even  more. 


The  railroads  were  in  trouble— as  usual.  The  airlines  were  in 
trouble— worse  than  usual.  The  truckers  did  rather  well, 
but  they  had  their  worries,  too. 

In  its  ambitious— perhaps  overambi- 
tious— set  of  transportation  reforms, 
the  Department  of  Tran.sportation 
pioposos  that  companies  in  one  form 
of  transportation  be  allowed  to  ac- 
qnire  companies  in  a  competing  form. 
Asked  to  comment  on  the  proposal, 
John  P.  Fishwick,  president  of  the 
prosperous  Norfolk  &  Western  Rail- 
way, had  this  to  say:  "We  would 
consider  owning  a  trucking  company, 
biit  not  an  airline.  I  think  airlines  are 
probably  in   worse  .shape  than  rails." 

YoM  could  argue  over  which  of  the 
two  was  in  worse  shape,  but  you 
couldn't  argue  that  the  airlines  had 
sunk  a  long  way  down  from  the  not- 
so-distant  days  when  they  were  con- 
sidered growth  stocks  and  com- 
manded high  price/ earnings  ratios. 

In  1974  it  began  to  look  as  if  the 
airline  industry  were  staging  a  bit  of 
a  comeback:  It  eanied  $322  million, 
up  from  $227  million  the  previous 
year.  But  then  came  the  recession. 
Last  year,  the  industry  was  about 
$150  million  in  the  red.  Of  13  air- 
lines in  this  Report,  six  are  in  the  red. 

The  recession  was  the  big  prob- 
lem. But  changes  at  the  Civil  Aero- 
nautics Board  made  things  worse. 
Robert  Timm,  generally  sympathetic 
to  the  airlines,  was  not  reappointed 
as  chairman  and  recently  resigned  as 
a  CAB  member.  Under  his  successor, 
John  Robson,  the  board  changed  the 
way  it  approves  rate  increases  (per- 
haps to  prove  how  tough  it  was  and 


how  unfriendly  to  the  industry).  The 
net  result  was  that,  instead  of  ris- 
ing to  compensate  for  inflation,  over- 
all airline  fares  dropped  last  year. 
The  CAB  was  slow  and  miserly  in 
its  fare  increases;  the  increase  it 
granted,  just  3%,  effective  Nov.  15, 
1975,  was  not  enough  to  even  bal- 
ance the  increased  trend  toward  dis- 
count fares.  In  fact,  the  discounts 
largely  offset  the  previou.sly  extended 
November  1974  fare  increase  of  4% 
given  when  Timm  was  chairman. 

All  this  in  the  face  of  soaring  fuel 
costs  and  inflation! 

Even  Delta  Air  Lines,  for  years  one 
of  the  most  profitable  companies  in 
FoBBES  annual  reports,  was  hard  hit; 
its  net  income  sank  75%  in  the  third 
quarter  and  its  boss,  W.T.  Beebe, 
warned  that  airlines  might  become 
an  Amtrak  of  the  sky.  In  1975  Eastern 
and  American  will  each  lose  about 
$40  million  as  against  combined  prof- 
its of  $30  million  in  1974.  Trans 
World  Airlines  will  lose  over  $100 
million  and  Pan  Am  will  lo'.e  money 
for  the  eighth  year  in  a  row.  Only 
Braniff,  with  increased  market  share, 
the  right  planes  for  the  right  routes 
and  a  windfall  fuel  contract    (which 


expired  Jan.  1),  had  a  respectably 
profitable  year. 

Of  the  four  airlines  deep  in  the 
red,  American  has  a  good  cash  flow 
while  Pan  Am,  TWA  and  Eastern 
have  enough  financing  to  get  through 
1976  without  bankruptcy.  But  Ameri- 
can Airlines  Chairman  Albert  V.  Ca- 
sey says,  "New  financing  has  become 
desperate— an  impossible  situation. 
American  Airlines  right  now  is  trying 
to  raise  $92  million  for  some  very 
standard  equipment— 727-200s,  and 
we  can't." 

Why  not,  when  American  is  in 
sound  financial  condition?  "Our  lend- 
ers see  two  black  clouds  hovering  over 
the  airlines,"  Casey  replies.  "One  is 
that  the  CAB  is  showing  little  regard 
for  the  industry's  health  in  ruling  on 
fare  increases.  The  other  is  the  De- 
partment of  Tran.sportation  calling  for 
regulatory  reform,  but  not  spelling  it 
out.  This  means  lenders,  who  already 
have  billions  in  the  industry,  don't 
know  what  the  ground  rules  will  be 
in  the  future,  and  that  is  a  threat  to 
new  financing." 

Because  1976  is  an  election  year 
and  the  Administration  will  want  to 
stimulate  the  economy,  Casey  claims 
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airlines  will  do  better  for  three  rea- 
sons: 1)  Congress  will  pass  a  bill  that 
will  hold  down  airline  fuel  costs  by 
rolling  back  the  domestic  price  of  oil. 
2)  Traffic  will  recover  with  the  econ- 
omy rising  at  least  6%,  but  more  like- 
ly 8%.  3)  Pohtical  pressure,  after  Con- 
gress studies  the  disastrous  financial 
results  for  1975,  will  make  the  CAB 
more  responsive  on  new  fare  increases. 
Even  so,  the  airlines,  like  New  York 
City,  will  have  to  pull  in  their  belts. 
"With  this  kind  of  regulation,  we  can't 
afford  to  buy  new  planes,"  says  Casey. 
"We're  going  to  take  a  page  from  the 
railroads  and  rebuild  our  old  planes, 
which  means  the  aerospace  industry 
is  going  to  wither."  It  also  means  that 
if  traffic  continues  to  grow  through 
the  Seventies,  the  equipment  to  han- 
dle it  may  not  be  there. 

The  Lucky  Ones 

Rolling  on  the  federally  financed 
highway  system,  the  truckers  did 
much  better  last  year  than  either  the 
railroads  or  the  airUnes— no  wonder 
the  N&W's  Fishwick  would  prefer  ac- 
quiring a  trucking  company!  Truck 
volume  dropped  about  as  much  last 
year  as  railroad  ton-mileage,  but 
while  the  rails  were  hard  hit,  the 
truckers  continued  to  do  fairly  well. 
All  of  the  trucking  companies  in- 
cluded in  this  Report  (excluding  ail- 
ing Ryder)  earned  a  better  return  in 
last  year's  recession  than  even  the 
most  eflRcient  railroad— the  Southern- 
averaged  over  the  previous  five  years. 
The  truckers'  median  five-year  re- 
turn on  equity  was  over  four  times 
that  of  both  the  railroads  and  the 
airlines. 

Not  that  the  truckers  don't  have 
problems.  Their  powerful  union,  the 
Teamsters,  can  read  a  balance  sheet; 
this  year  it  is  determined  to  make  the 
trucking  industry  pay  for  its  prosper- 
ity. Not  only  will  union  wage  de- 
mands be  huge,  but  they  will  also  ask 
for  more  job  security  and  pension 
benefits. 

The  union— needing  a  prosperous 
industry  to  milk— is  joining  the  truck- 
ing bosses  in  fighting  the  Administra- 
tion. The  Department  of  Transporta- 
tion would  ^ut  higher  taxes  on  trucks 
for  using  highways  and  would  make 
it  easier  to  divert  more  of  the  huge 
Highway  Trust  Fund  to  help  mass 
transit.  The  trucking  reform  bill  would 
largely  take  away  the  industry's  waiv- 
er where  competitors  can  get  together 
and  set  rates.  That  bill  further  would 
discourage  erhpty  backhauling  to  con- 
serve energy:  if  trucks  return  full  in- 
stead of  empty,  it  won't  just  eliminate 
gas  consumption,  it  will  also  eliminate 
union  jobs.  In  fact,  the  industry  labels 
the  Department  of  Transportation's 
tnicking  bill  "The  Motor  Carrier  De- 
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Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo  • 

For  more  information  about  specific  cities  contact  the  local  Chamber  of  Commerce. 
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sliiic  (ion  Act  of  1975."  The  truckers 
and  theii-  union  have  a  favored  posi- 
tion. Quite  obviously  they  vv'ill  use  all 
their  political  clout  to  maintain  it. 

Trouble  On  The  Rails 

As  is  frequently  the  case,  the  rail- 
roads are  in  trouble.  So,  what's  new? 
This  is  what's  new:  Some  big  lend- 
ers, such  as  Connecticut  General,  are 
refusing  to  lend  railroads  any  more 
money-  Connecticut  General  is  a  cred- 
itor of  Pcun  Central,  one  of  the  seven 
bankrupt  lines  the  Government  is  ab- 
sorbing to  create  a  new  railroad  com- 
pany called  Conrail.  The  Administra- 
tion would  only  pay  about  $587  mil- 
lion for  properties  the  creditors  val- 
ue at  about  $8  billion.  To  the  cred- 
itors, dealing  with  Washington  on 
such  matters  is  like  dealing  with 
Libya's  Qaddafi  or  Uganda's  Amin. 

The  Senate  has  spumed  the  De- 
partment of  Transportation  bill  and 
hopes  to  have  one  of  its  own,  which 
would  put  an  extra  $900  million  more 
into  Conrail  and  offer  speedier  court 


settlement  to  the  creditors.  Also,  it 
would  give  rails  much  greater  dereg- 
ulation in  setting  rates.  But  DOT 
claims  Congress  is  too  generous. 

Perhaps  Conrail  will  be  successful, 
but  it  will  take  something  of  a  man- 
agement miracle  to  make  it  so.  While 
Conrail  proposes  abandoning  about 
one-fourth  of  the  bankrupt  lines' 
track,  it  is  committed  to  keeping  on 
92f  of  their  employees.  Moreover, 
like  Amtrak  (Forbes,  Dec.  15,  1975), 
it  will  inevitably  become  a  political 
pork  barrel. 

DOT  claims  Conrail,  once  started, 
will  go  from  losing  over  $300  million 
in  its  first  year  to  making  over  $250 
million  and  having  a  positive  cash 
flow  in  only  six  years.  But  Congress 
can  remember  when  it  was  told  that 
all  Amtrak  would  need  from  it  was 
$40  million  to  start  up.  Its  1980 
deficit  could  reach  $400  million. 

Conrail  is  only  part  of  the  prob- 
lem. Except  for  a  handful  of  really 
powerful,  financially  sound  roads 
such  as  the  Southern  and  Union  Pa- 


cific, most  roads  are  too  financially 
weak  to  raise  capital  to  modernize— 
or  even  maintain  their  roadbeds  and 
equipment.  With  the  Conrail  crisis 
still  boiling,  the  nation  may  soon  have 
to  deal  with  new  rail  crises  in  the 
Midwest  and  South. 

With  traffic  back  up  in  the  fourth 
quarter,  the  strong  rails  probably  will 
recover  and  report  new  records  in 
profits  in  1976.  But  they  are  fright- 
ened all  the  same,  because  they  inter- 
connect with  many  of  the  sick  roads, 
which  weakens  the  strong  roads'  abil- 
ity to  give  good  service. 

Meanwhile,  as  Congress  worked  on 
a  bill  to  help  the  weak  roads,  it  con- 
sidered a  bill  to  give  pipelines  rights- 
of-way  to  take  much  of  the  future 
coal  traffic  now  being  counted  on  by 
the  strong  roads. 

The  hand  that  helps  the  weak  can 
cripple  the  strong.  That's  the  old  story 
in  government  interference  in  busi- 
ness, and  transportation  is  one  busi- 
ness that  is  up  to  its  ears  in  govern- 
ment interference.  ■ 
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"One  way  to  ease  the  energy  crisb||^ 
create  a  clean  liquid  fuel  from  coal.    t>  ^ 
We  recently  created  it." 


"We  can't  solve  today's 
energ>'  problems  with  tomor- 
row's pie-in-the-sky.  To  help  us 
thi"ough  the  aisis,  it  makes 
sense  to  use  oil  or  gas  only 
when  no  other  form  of  energy 
can  be  used.  And  to  develop  as 
many  ways  as  possible  to  use 
more  abundant  fuels." 

At  C-E  all  of  us  ai'e  work- 
ing towai'ds  this  end. 

With  coal,  for  example. 

Our  C-E  Lummus  Engi- 
neering Development  Center 
has  patented  a  process  which 
de-ashes  and  desulfurizes  coal 
into  a  clean-buming  liquid  fuel. 

With  our  new  process, 
even  low-gi'ade  coal  can  be 
turned  into  a  valuable  energy 


It.  Research  and  Development,  C^E  Lummus 


form  which  meets  all  EPA 
emissions  standai'ds. 

To  us  at  C-E,  easing  the 
energy  crisis  is  a  matter  of 
establishing  realistic  priorities. 
As  Dr.  Sze  puts  it:  "We  must 
depend  on  solutions  which  are 
close  at  hand  rather  than  on 
exotic  sources  of  energy  which 
may  not  be  developed  until  the 
next  centuiy." 

For  a  copy  of  our  latest 
earnings  report,  please  write: 
Combustion  Engineering,  Inc., 
Dept.  692-16,  900  Long  Ridge 
Road,  Stamford,  Connecticut 
06902. 


no  coal  a  new  clean  tuei 
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ENGINEERING 

The  Energy  Systems  Company 


'■*.^ 


Energy  engine; 
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over  half  a  century. 
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Sperry  New  Holland  machines  help 
make  the  Dutch  polders  some  of  the  most 
productive  farmlands  on  earth. 

The  Dutch  have  a  saying:  God  created  ihe  world, 
but  the  Dutch  created  Holland. 

It's  still  happening.  Every  year,  the  Dutch  Poldfji" 
Authority  reclaims  another  ten  thousand  acres 


from  the  sea. 

These  polders— "land  inside  dikes"— prescMi 
some  formidable  problems. They  must  be  drains 
desalted,  fertilized— reprogrammed  as  it  wer 
from  sea  bed  to  farmland.  Yet  they  are  among  th 
most  productive  farmlands  on  earth. 

Combines  from  Sperry  New  Holland  help  kee] 
productivity  high.These  machines  are  so  versatil 


ey  can  harvest  any  crop  that 

ows  in  the  polders— wheat,  oats 

irley,  colza,  even  grass  seed. 

And  they  are  so  efficient  and  re 

ible  that  they  can  harvest  tons  of 

ain,  even  in  the  soft  spongy  soil 

the  polders  that  doesn't  firm  up  for  many  years. 

Another  demonstration  of  the  big  idea  at  Sperry 


j%  ■■  '''^  Xi  Rand  Corporation:  Making  ma- 
lt M  chines  do  more,  so  man  can  do  more. 
It's  the  common  purpose  that 
makes  Sperry,  Sperry  Remington, 
Sperry  Vickers,  Sperry  Flight  Sys- 
tems, Sperry  Univac,  and  Sperry 
New  Holland  add  up  to  Sperry  Rand  Corporation, 
1290  Avenue  of  the  Americas,  New  York,  N.Y.  10019. 


SPERRY  RAND  CORPORATION 

mnKinc  mnimnEs  do  moRiso  man  nn  do  diore. 


At  the  non^bank  bank, 
youVe  not  one  off  a  crowd 


KbuYe  one  off  a  kind. 


At  Fiduciary  Trust  Company,  all  accounts  are  man- 
aged individually  and  personally.  You  can  be  sure  yuur 
account  manager  has  the  experience  and  genuine  inter- 
est to  give  your  account  the  personal  attention  it  de- 
serves. And  that's  true  for  all  aspects  of  investment 
management,  including  tax,  trust  and  estate  matters,  or 
special  private  investment  opportunities. 

Fiduciary  can  give  you  this  special  attenti'. 
cause  we  devote  all  our  time,  skills,  energy,  resot. 
and  personnel  to  the  care  and  management  c- 
clients'  funds.  Fiduciary  is  the  one  New  York  bank  t 


for  43  years  has  avoided  the  unrelated  activities  of  com- 
mercial banking.  Fiduciary  Trust  Company  of  New  York. 
The  non-bank  bank. 

Investment  Management  accounts  and  Trusts  from 
$300,000  are  managed  for  a  minimum  annual  fee  of 
$2,500.  Streamlined  Securities  Management  accounts 
starting  at  $100,000  are  managed  for  a  minimum  annual 
'"e  of  $1 ,000. 

Why  not  step  out  of  the  crowd.  Call  or  write  Peter 
ht.  Vice  President,  at  (212)  466-4100. 


RDUw 

TRUST  COMPANY  O^ 

Thenoi.^^  k 

TWO  WORLD  TRADt  < :?>  f'R, 
EUROPEAN  OFFICES:  Lorv 


Electronics  &  Electrical  Equipment 


Is  this  still  a  growth  industry? 
The  answer  wasn't  clear  last  year. 


Talking  to  a  group  of  analysts  a 
few  months  back,  Chairman  Amory 
Houghton  Jr.,  scion  of  the  family  that 
founded  Coming  Glass  Works  in 
1851,  said  flatly:  "We've  gone  through 
the  worst  crisis  the  company  has  seen 
since  the  Depression." 

It  was  true  for  Coming  and  for 
a  good  many  other  companies  in  this 
once-dependable  growth  industry.  In 
the  12  months  through  Sept.  30, 
Coming's  return  on  stockholders' 
equity— after  significant  write-ofi^s— 
dropped  to  just  3.6%.  One  of  Com- 
ing's problems  was  big  losses  in  semi- 
conductors. As  part  of  its  trimming- 
back   operation    Corning    got   out   of 


semiconductors,    selling    Signetics    to 
North  American  Philips. 

What  was  happening  to  everyone 
in  semiconductors  was  alarming,  to 
say  the  least,  for  it  showed  that 
growth  does  not  necessarily  bring 
profitability.  The  market  has  grown 
like  crazy:  from  $2.4  billion  in  1970 
to  $5.1  bilUon  through  1974.  But  be- 
cause so  many  companies  jumped  in, 
a  lot  of  them  lost  a  great  deal  of 
money.  On  top  of  this,  sales  last 
year  dropped  20%.  Texas  Instruments, 
Fairchild  Camera,  General  Instrument 
and  RCA  saw  their  semiconductor 
profits  all  but  disappear.  At  Motor- 
ola, as  well  as  at  Signetics,  the  red 


ink  spurted.  At  Motorola  alone  pretax 
losses  were  reported  at  between  $16 
million  and  $19  million  for  the  year. 

The  semiconductor  industry  has 
helped  spawn  a  host  of  new  prod- 
ucts. Electronic  calculators  and  digi- 
tal watches  are  among  the  first  to 
make  a  splash. 

But  hand-held  calculators  have 
been  a  classic  case  of  profitless  pros- 
perity. While  sales  of  the  machines 
were  flat  last  year  at  an  estimated 
$1  billion,  heavy  price-cutting  htirt 
just  about  everybody.  Most  notably, 
once  highly  respected  Texas  Instru- 
ments got  clobbered.  Through  Sep- 
tember of  last  year  it  lost  an  esti- 


ELECTRONICS  &  ELECTRICAL  EQUIPMENT:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-year 

Latest 

Equity 

Latest 

5-Year 

5- Year 

Profit 

5-Year 

5Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Average 

Margin 

Average 

Rank 

Average 

Rank 

ELECTRONIC  EQUIPMENT, 
Schlumberger 

20.8% 

1 

28.6% 

0.2 

24.8% 

1 

17.4% 

13.70/0 

18.8% 

2 

22.3% 

1 

Avnet 

19.0 

2 

18.2 

0.4 

12.6 

6 

12.6 

5.1 

14.6 

3 

9.6 

7 

Hewlett-Packard 

17.4 

3 

18.2 

0.0 

17.7 

2 

17.2 

8.6 

19.6 

1 

19.3 

2 

Texas  Instruments 

15.8 

4 

11.6 

0.1 

10.6 

3 

13.6 

4.5 

11.4 

8 

15.5 

3 

Raytheon 

14.6 

5 

17.0 

0.2 

14.7 

5 

12.7 

3.2 

8.3 

15 

9.9 

6 

Perkin-Elmer 

12.9 

6 

12.5 

0.0 

12.3 

4 

12.8 

6.3 

9.3 

14 

12.4 

4 

General  Tel  &  Elec 

12.3 

7 

12.5 

1.5 

5.7 

17 

6.0 

6.2 

10.9 

9 

3.6 

11 

Motorola 

12.2 

8 

5.7 

0.3 

5.3 

8 

10.8 

2.6 

10.4 

11 

11.7 

5 

Fairchild  Camera 

11.5 

9 

8.2 

0.3 

7.0 

9 

9.0 

4.5 

5.7 

19 

D-P 

Tektronix 

11.3 

10 

14.2 

0.2 

13.4 

7 

11.2 

7.9 

10.5 

10 

3.8 

10 

Corning  Glass  Works 

10.3 

11 

3.6 

0.3 

3.7 

10 

9.0 

2.0 

11.4 

7 

-1.8 

15 

Teledyne 

10.0 

12 

13.5 

0.7 

7.5 

13 

7.1 

3.1 

12.4 

6 

9.0 

8 

American  Tel  &  Tel 

10.0 

13 

ion 

0.9 

5.9 

14 

6.4 

11.3 

10.2 

12 

4.3 

9 

North  Amef  Philips 

9.3 

14 

6.5 

0.4 

4.1 

11 

7.6 

1.5 

13.9 

4 

0.7 

13 

Honeywell 

9.2 

15 

6.0 

0.4 

4.8 

16 

6.3 

2.1 

12.4 

5 

3.0 

12 

Lear  Siegler 

8.6 

16 

12.7 

0.6 

8.3 

12 

7.3 

3.1 

5.5 

20 

-9.4 

17 

RCA 

8.3 

17 

8.0 

1.0 

5.6 

18 

5.5 

2.0 

6.6 

18 

-13.9 

20 

Harris  Corp 

7.6 

18 

1.7 

0.3 

2.2 

15 

6.3 

0.7 

7.8 

16 

-5.9 

16 

General  Instrument 

5.9 

19 

3.4 

1.0 

3.9 

19 

5.0    , 

1.8 

9.4 

13 

-1.2 

14 

Varian  Associates 

3.1 

20 

6.0 

0.2 

5.5 

21 

3.1    1 

2.5 

7.6 

17 

-9.5 

18 

Bunker-Ramo 

3.0 

21 

def 

0.5 

1.0 

20 

44 

def 

3.3 

21 

-12.2 

19 

Ampex 

def 

22 

1.0 

2.3 

3.3 

22 

def 

0.2 

1.9 

22 

P-D 

21 

Medians 

10.2 

9.2 

0.4 

5.8 

7.5 

3.1 

lOJ 

3.6 

ELECTRICAL  EQUIPMENT. 

'        AMP 

21.5<K) 

1 

13.1% 

0.1 

12.1% 

2 

19.6% 

7.3% 

15.^ 

4 

13,8% 

2 

W  W  Grainger 

21.0 

2 

16.5 

0.3 

13.6 

3 

17.5 

5.2 

17.9 

3 

16.7 

1 

Square  D 

20.6 

3 

17.0 

0.3 

14.0 

1 

19.6 

7.3 

12.0 

7 

4.4 

11 

Fischbach  &  Moore 

19.4 

4 

16.7 

0.6 

11.5 

5 

14.6 

1.8 

19.8 

2 

12.5 

3 

Emerson  Electric 

19.1 

5 

18.0 

0.1 

17.3 

4 

17.1 

7.7 

13.2 

6 

9.5 

7 

Reliance  Electric 

18.2 

6 

26.1 

0.3 

16.0 

7 

12.1 

5.4 

14.9 

5 

5.8 

9 

General  Electric 

17.6 

7 

14.9 

0.3 

11.7 

6 

14.4 

4.1 

7.5 

11 

10.3 

5 

UV  Industries 

15.5 

8 

15.1 

0.8 

8.1 

12 

7.7 

5.6 

22.6 

1 

11.2 

4 

Eltra 

12.7 

9 

13.4 

0.2 

10.8 

8 

11.2 

4.7 

9.4 

10 

7.5 

8 

Cutler-Hammer 

11.8 

10 

11.3 

0.5 

9.3 

9 

9.3 

3.7 

7.1 

13 

9.9 

6 

l-T-E  Ijnperial 

11.3 

11 

9.3 

0.5 

7.0 

11 

8.5 

3.5 

10.9 

8 

5.0 

10 

McGraw-Edison 

8.9 

12 

8.4 

0.2 

7.6 

10 

8.6 

3.4 

7.3 

12 

-3.7 

12 

Westinghouse  Elec 

6.9 

13 

1.8 

0.4 

2.3 

13 

5.9 

0.7 

9.8 

9 

-3.9 

13 

Medians        17.6                  14.9         OJ         11.5                  12.1 

4.7         lU 

9.5 

Industry  Medians        11.8                  12.5         0.3          8.1                   9.0 

3.7         10.5 

5.4 

Note:  Explanation  of  Yardstick  calculations  on  page  42.        P-D  Profit  to  deficit.         OP  Deficit  to  profit;  not  ranked. 

def-Deficit. 
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;;,.u,  J  >-25  million  to  $30  million  be- 
fore taxes  on  its  consumer  calculators. 
In  fact,  analysts  say  only  a  few  com- 
panies made  money  on  the  machines. 

This  year's  hot  product  is  expect- 
ed to  be  the  electronic  digital  watch. 
No  fewer  than  50  companies  are  en- 
tering the  race  to  capture  their  share 
of  an  estimated  $4.3  billion  a  year 
worth  of  business.  Already  retail 
prices  ior  the  digital  watch  have 
come  down  from  $150  to  $70.  By 
Christmas  some  watches  sold  for  as 
little  as  $40.  So  e\en  before  the  race 
begins,  it  looks  as  if  the  digital  watch 
will  produce  the  same  result  as  the 
hand-held  calculator:  a  few  winners 
and  a  lot  of  losers. 

The  semiconductor  and  the  first 
major  consumer  products  associated 
with  it  have  yielded  more  excitement 


Electronics  companies  are  hoping 
this  wristwatch/calculator  will  get 
them  what  they  need;  bigger  profits. 

than  profits.  VVTiy  all  the  excitement? 
VVTiy  the  incessant  price-cutting?  Be- 
cause the  manufacturers  see  down 
the  road  whole  new  catalogs  of  prod- 
ucts built  around  the  semiconductor, 
and  the  theory  is  that  those  who  sur- 
vive the  early  bloodbaths  will  inherit 
that  braxe  new  w orld.  Maybe  so,  but 
the  price  of  getting  in  and  staying  in 
is  high  and  rising. 

In  the  older  end  of  the  busi- 
ness, electrical  generating  equipment, 
things  weren't  chaotic,  but  they  were 
painfully  slow.  With  the  utilities  cur- 
tailing new  construction.  Westing- 
house  and  General  Electric  were  hurt- 
ing for  business.  Happily,  General 
Electric  was  doing  well  in  appliances 
and  jet  engines,  and  so  its  earnings 
for  the  year  were  down  only  an  esti- 
mated 7%,  to  $3.10  a  share. 

For  Westinghouse,  the  news  was 
much  better.  Profits  chmbed  from  an 
alltime  low  of  31  cents  a  share  to  an 
estimated  $1.85,  still  short  of  its  1972 
record  of  $2.24.  Westinghouse  has 
bitten  the  bullet  and  gotten  out  of 
appliances  and  a  collection  of  side- 
lines businesses,  all  of  which  penalized 
the  company  in  the  better  years.  The 


worst  may  well  be  over-for  this  oft- 
troubled  company. 

The  recession  even  hurt  AMP,  tra- 
ditionally one  of  the  most  profitable 
companies  in  U.S.  industry.  Last  year 
the  maker  of  electrical  connectors 
saw  its  return  on  stockholders'  equity 
slip  to  13.1%,  compared  with  its  five- 
year  average  of  21.5%.  Square  D  and 
Emerson,  also  well-managed  compa- 
nies, slipped  too.  The  fact  is,  only 
eight  of  the  35  companies  listed  here 
managed  to  improve  their  returns 
on  common  stockholders'  equity  in 
the  past  12  months. 

Solid  Hits 

This  recession  was  diflFerent  from 
others  in  the  post- World  War  II  era. 
This  time  around,  all  available  mar- 
kets turned  down  at  the  same  time. 
In  the  past  this  was  not  true.  For  in- 
stance, while  the  U.S.  slipped  into  a 
recession  in  1970,  markets  in  Japan 
and  Europe  continued  to  grow.  In 
1974-75  Europe,  Japan  and  the  U.S. 
went  into  a  recession  at  the  same  time. 
And  unfortunately,  all  three  markets 
are  not  recovering  in  lockstep.  The 
Japanese  began  to  buy  more  elec- 
tronic gear  in  mid-1975,  and  by  the 
end  of  the  year  U.S.  customers  were 
doing  the  same.  Europe,  however,  is 
not  expected  to  recover  for  some  time. 

Perhaps  even  more  important,  many 
of  the  companies  were  whiplashed 
by  the  boom/ shortage  psychology  of 
1972-73,  when  business  was  so  good 
customers  built  big  inventories  of  such 
things  as  semiconductors,  circuit 
breakers,  wire  connectors  and  the  like. 
Inventories  got  even  fatter  after  the 
Arab  oil  embargo  of  1973.  When  the 
recession  hit,  customers  quickly  dis- 
covered they  had  enough  electronic 
components  to  last  them  for  quite 
some  time.  So  instead  of  orders  trail- 
ing off  gradually,  customers  stopped 
buying  abruptly. 

"It's  taking  quite  a  long  time  for 
our  customers  to  use  up  their  inven- 
tories," concedes  an  AMP  executive, 
"and  they  won't  build  up  inventories 
for  quite  some  time,  maybe  as  much 
as  a  year.  By  then,  if  the  economy 
keeps  improving,  their  memories  will 
get  bad  and  they'll  start  filling  the 
pipelines." 

The  question  is,  how  soon  are 
things  going  to  get  better?  For  some 
the  recovery  has  already  begun. 
At  AMP,  U.S.  orders  in  the  third 
quarter  were  up  30%  o\er  the  lack- 
luster first  quarter,  and  AMP  execu- 
tives claim  the  fourth  quarter  will 
be  even  better.  Semiconductor  sales 
have  also  begun  to  pick  up.  But  no 
one  e.xpects  a  quick  recovery.  Says 
Wilfred  J.  Corrigan,  Fairchild's  presi- 
dent and  chief  executive:  "There 
will  be  nothing  in  terms  of  a  boom 


year.   That  is   still  a  long  way  oft. ' 

Last  year  the  U.S.  Government 
spent  an  estimated  $11.7  billion  for 
electronic  gear,  compared  with  a  high 
of  $12.6  billion  in  1968.  Allowing 
for  inflation,  this  is  a  huge  drop  in 
unit  volume.  WTiat  the  Government 
continues  to  buy  is  sophisticated  com- 
munications gear,  instruments,  com- 
plicated aircraft  radar  systems  and 
computer  systems  for  running  every- 
thing from  an  Air  Force  base  to  an 
aircraft  carrier.  Much  of  that  business 
goes  to  companies  like  Raytheon,  Lear 
Siegler,  RCA  and  Teledyne.  More 
than  likely,  the  Government  will  help 
them  out  this  year,  too. 

The  semiconductor  industry's  big- 
gest single  customers  are  the  computer 
makers,  who  buy  memories  and  logic 
circuits.  The  computer  companies  are 
having  growth  problems  of  their  own. 
WTiile  sales  of  computer  hardware 
continue  to  increase,  the  pace  is  not 
as  brisk  as  it  was  in  the  past.  On  top 
of  this,  the  computer  companies  still 
have  big  inventories  of  semiconduc- 
tors and  other  electronic  components. 
Says  William  D.  Witter  analyst  S.F. 
Accardo:  "I  don't  expect  the  main- 
frame-related semiconductor  business 
to  start  improving  until  maybe  the 
middle  of  this  year." 

The  consumer  offers  the  best  hope 
for  big  sales  gains  this  year.  Color 
television  is  by  far  the  largest  single 
consumer  market  for  electronic  com- 
ponents. In  1973  over  9  million  sets 
were  sold  at  a  factory  price  of  $3.1 
billion.  In  1974  annual  volume  slipped 
to  7.8  million  sets.  Sales  continued  to 
drop  in  early  1975.  But  beginning  in 
the  last  half,  sales  began  to  pick  up. 
Still  total  sales  volume  for  the  year 
will  be  no  more  than  an  estimated 
6.4  million  sets.  This  year  the  figure 
could  increase  to  an  estimated  7.2  d 
million.  If  this  sales  projection  turns  ■ 
out  to  be  right,  TV  makers  RCA,  GE 
and  North  American  Phillips  will  be 
more  than  happy.  So  will  Corning 
Glass,  since  it  makes  the  glass  for 
TV  tubes. 

To  lure  the  consumer  into  spend- 
ing again,  the  electronic  companies 
are  coming  out  with  a  wide  array  of 
new  products.  They  range  all  the  way 
from  General  Instnnnent's  push-but- 
ton digital  tuning  system  lor  TV  sets 
to  Hewlett-Packard's  futuristic  digital 
watch  that  doubles  as  an  electronic 
calculator.  Analyst  Accardo  estimates 
that  such  new  products  should  add  as 
much  as  15%  to  20%  to  the  induslrv's 
sales  volume  this  year. 

There's  no  doubt  about  it.  This 
year  will  be  better  than  last  \ear.  But 
the  big  question  can't  yet  be  an- 
swered: Will  1976  be  rnoug/i  better 
to  restore  this  industr>'s  tarnished  rep- 
utation for  profitable  growth?  ■ 
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Howalittle-knownsideofMarsh&McLennan 
can  save  you  a  lot  of  management  headaches. 


,^udsa^^         Radiation  safety^^^P^^^"'^^''''  ^  planning 
Simulation-  '  Nudear  >osurance  P 


osv^'^ 


CQfOP 


,.^<^°^ 


^nv/ronmenta/ 


"Tipact 


B>sKtraoster 


By  analyzing  every  aspect  of  your 
risk  situation.  From  compliance 
with  the  growing  body  of  govern- 
ment regulations. ..to  implementing 
and  managing  captive  insurance 
companies.  Which  one— or  more  — 
of  these  organizations  can  help  your 
company? 

M  G  M  Protection  Consultants. 

Property  and  earnings  loss  preven- 
tion, public  liability  loss  control, 
compliance  with  OSHA  regulations, 
security,  emergency  evacuation, 
evaluation  of  employee  accident 
control  programs,  industrial  haz- 


^'"''^'"•eafs        ^^"-"^surance 


ards,   product  safety,   auto  fleet 
safety,  employee  safety. 

Clayton  Environmental  Consult- 
ants. Evaluation  and  control  of  en- 
vironmental problems,  industrial 
hygiene  and  air  pollution,  analytical 
laboratory,  compliance  with  EPA 
regulations. 

Nuclear  Insurance  Consultants. 

Site  and  risk  evaluation,  radiation 
safety/loss  control  procedures,  con- 
tract review,  schedule  and  conduct 
on-going  inspections,  recommend 
and  obtain  appropriate  nuclear  in- 
surance, coordinate  with  Nuclear 


9\^^^^^" 


Site  evaluation 


degress/on 
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^troi 


CapVwes 


Cas^^ 


Government  regulations 


Regulatory  Commission. 

Risk  Management  Consultants. 

Practical  application  of  financial 
and  quantitative  methods  for  risk 
management  decisions,  analysis 
and  development  of  captive  in- 
surance company  approaches, 
library  research  and  information 
services. 

Marsh  G  McLennan  (Bermuda) 
Ltd.  Implementation  of  captive  in- 
surance companies  and  manage- 
ment of  daily  operations. 

For  more  information,  call  us  at 
(212)997-5919. 


We  can  help  you 
solve  problems 
before  they 
become  problems. 

Marsh  & 
Mciennan 


Energy 


From  a  certain  decline  a  year  ago,  the  oil  industry's 
prospects  have  changed  to  an  uncertain  recovery. 


A  YEAR  AGO,  predicting  what  would 
happen  to  the  oil  companies  was  a 
cinch.  They  were  flush  with  in\  entory 
profits,  the  depletion  allowance  was 
about  to  end,  and  the  recession  was 
just  beginning.  To  the  surprise  of  no 
one,  oil  company  profits  dropped  an 
average  of  31%  during  1975. 

What  happens  from  here  on  is  a  lot 
tougher  to  say,  however.  The  inter- 
national companies  were  squeezed 
overseas  last  year  by  new  Organiza- 
tion of  Petroleum  Exporting  Coun- 
tries pricing  and  the  recession  in  Eu- 
rope. The  recession  may  clear  up  a 
bit,  but  the  narrower  OPEC  profit 
margins  will  remain.  Oil  outfits  with 
sizable  chemical  operations  could 
make  out  well  in  1976  (see  "Chemi- 
cals," p.  59 ) . 

But  U.S.  oil  and  gas  operations  are 
a  big  question  mark.  The  Federal 
Government,  already  into  the  act  in 
fixing  the  price  of  oil  from  pre-1973 
wells  at  an  average  of  $5.25  per  bar- 
rel and  in  requiring  crude-rich  com- 
pam'es  to  make  "entitlements"  pay- 
ments to  crude-shy  companies,  is  get- 
ting further  into  the  act.  By  the  time 
you  receive  this  issue  President  Ford 
may  well  have  signed  a  bill  creating  a 
national  "composite"  price  of  $7.66 
per  barrel,  somewhat  below  the  av- 
erage of  around  $8  per  barrel  for  old 
and  new  oil  last  year.  The  Govern- 
ment can  increase  the  composite  price 
by  up  to  10%  a  year,  at  least  through 
the  first  quarter  of  1977. 


That  won't  be  as  good  for  domestic 
crude  producers  as  total  decontrol  of 
oil  prices  would  have  been.  Under  de- 
control, the  price  for  all  U.S.  crude 
would  rise  to  about  $12.50  per  bar- 
rel. But  it  will  be  good  enough.  The 
price  can  be  increased  to  as  high  as 
$8.43  within  the  first  year— without 
the  punitive  "windfall  profits  tax" 
that  would  have  come  with  decon- 
trol. What's  more.  Congress  and  the 
President  may  yet  exempt  up  to  2 
million  barrels  a  day  of  Alaskan  crude 
from  the  composite  price.  That's  good 
news  for  companies  with  big  stakes 
in  the  North  Slope,  such  as  Getty 
and  Arco. 

But  the  oil  companies'  U.S.  tax  will 
remain  elevated  from  the  ending  of 
depletion  write-oflFs,  which  clipped 
earnings  by  an  average  of  15%  to  20% 
last  year.  Exxon's  tax  bill,  for  exam- 
ple, went  up  $275  million. 

The  disappearance  of  1974's  inven- 
tory profits  helped  tiun  the  blade  in 
1975,  especially  for  the  internation- 
als. Mobil  and  Texaco,  two  of  last 
year's  poorest  performers,  had  record- 
ed $250  million  and  $243  million, 
respectively,  in  inventory  profits  for 
the  first  nine  months  of  1974.  In 
1975  they  reported  only  $40  milhon 
and  $13  milhon.  By  the  end  of  1975's 
third  quarter,  Exxon  had  no  inven- 
tory profits  to  report. 

The  internationals  got  clobbered 
especially  hard  on  their  foreign  oil 
and  gas    (and  chemical)    operations. 


Total  oil  and  gas  profits  were  down 
32.9%  for  the  biggest— Exxon,  Mobil, 
Texaco,  Gulf  and  Standard  of  Cal- 
ifornia. But  U.S.  oil  and  gas  earnings 
were  oflF  less  than  10%.  Earnings  from 
their  foreign  petroleum  business  were 
dowTi  more  than  45%.  The  two  inter- 
narionals  with  very  respectable  equi- 
ty returns— Exxon  and  SoCal— are  those 
with  the  least  dependence  upon  for- 
eign sovu"ce  income.  Texaco,  the  hard- 
"^est  hit,  received  over  70%  of  its  prof- 
its from  abroad  in  1974,  and  its  first- 
nine-month  earnings  were  down  by 
more  than  half. 

Why  were  normally  lucrative  for- 
eign operations  such  a  liability  last 
year?  First,  because  OPEC  continued 
to  move  toward  a  single  price  struc- 
ture for  each  of  its  crudes,  further 
narrowing  producer's  margins.  In  1974 
the  companies  could  net  30  cents  to 
50  cents  per  barrel  on  OPEC's  bench- 
mark Arabian  Light  crude.  Last  year 
however,  the  margin  was  22  cents  to 
25  cents  per  barrel.  It  could  change 
again  this  summer  when  OPEC  meets 
to  set  new  prices. 

The  OPEC  governments  are  not 
uniformly  onerous.  Indonesia,  which 
badly  needs  capital  investment,  is  still 
very  profitable.  Companies  hke  Tex- 
aco, SoCal  and  Natomas  can  still  make 
around  $2.30  per  barrel  on  Indonesian 
crude,  and  will  as  long  as  Indonesia 
needs  the  capital.  Nigeria,  on  the 
other  hand,  has  turned  less  friendly. 
It  cut  margins  on  its  crude  to  40  cents 
per  barrel;  that  is  another  reason 
Phillips',  Mobil's  and  Gulfs  profits 
sank  so  low. 

Under  normal  economic  condi- 
tions, companies  can  generally  make 
back  what  OPEC  takes  away  through 
higher     refined     products     prices    in 


Last  November's  Economic  Summit  at  Ramhouillet,  France,   may  signify  new  international  economic  cooperation. 
The    mternational    oil    companies,    whose    foreign     profits    fell 
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Western  European  and  Eastern  Hem- 
isphere markets.  But  those  markets 
were  not  normal  last  year.  High  in- 
flation and  low  employment  kept 
demand  for  refined  products  at  a 
minimum,  and  exacerbated  an  al- 
ready serious  refining  capacity  glut. 
Last  year  over  30%  of  Europe's  re- 
fining capacity  went  unused.  In  the 
bargain,  the  international  oils'  down- 
stream profits  were  cut  drastically. 

Just  as  foreign  petroleum  profits 
were  the  hardest  hit,  so  were  for- 
eign chemical  earnings,  which  are  de- 
rived mainly  from  European  sales.  In 
1975's  first  nine  months,  Exxon's 
foreign  chemical  profits  dived  79%, 
from  $239  million  to  just  $50  million. 
(Its  U.S.  chemical  profits  dropped  a 
much  more  modest  34%.)  Gulf  Oil 
suffered  an  84%  slide  on  its  European 
chemical  business. 

All  in  all  then,  OPEC's  oil  pohtics 
and  the  world's  depressed  economies 
put  the  squeeze  on  the  big  oils  last 
year.  The  juice  was  wrung  out  of 
their  bottom  lines. 

Troublesome  Entitlements 

The  pain  was  considerably  less  for 
the  oil  and  gas  companies  tied  more 
closely  to  the  U.S.  economy,  despite 
our  Government's  brand  of  oil  politics. 
For  most  of  these  companies,  nine- 
month  earnings  were  down  only  26% 
on  average,  much  less  than  the  big 
intemationcJs'  34%  drop.  The  reasons: 
The  U.S.  economy  has  been  stronger 
than  most.  And,  domestic  companies 
did  not  have  the  large  inventory  prof- 
its of  1974. 

Domestically,  it  was  generally  bet- 
ter to  be  a  producer  or  an  integrated 
company  than  a  refiner-marketer  last 
year,  though  the  Government's  com- 
plicated crude  allocation  and  "en- 
titlements" programs  obscured  the 
advantage  (Forbes,  Sept.  1,  1975). 
True,  some  refiner-marketers  made 
out  well.  Amerada  Hess  and  Ashland 
Oil,  for  example,  outperformed  the 
averages  partly  because  they  are  ef- 
ficient refiners  and  also  because,  with 
the  entitlements  program,  they  got 
their  crude  at  the  same  price  as  the 
producers. 

But  government  programs  weren't 
enough  to  enable  other  crude-poor 
refiners  and  marketers  to  make  money 
last  year.  Refiner  and  marketer  Crown 
Central,  dependent  on  producers  for 
97%  of  its  requirements,  earned  only 
4.8%  on  equity.  Clark  Oil  and  Com- 
monwealth both  suffered  losses  dur- 
ing the  most  .recent  12  months. 

Making  entitlements  payments  to 
crude-shy  companies  certainly  didn't 
help  the  earnings  of  the  integrated 
outfits.  Union  Oil's  profits,  for  exam- 
ple, were  off  46%  during  the  first  six 
months   of    1975   mainly    because    it 


couldn't  recover  all  its  $66.4  million  of 
entitlements  payments.  Most  other 
large  integrated  domestics  were  hurt 
by  that,  too.  Even  so,  several  of  these 
domestics  were  able  to  improve  their 
five-year  average  returns  during  the 
latest  12  months,  as  the  economy 
showed  some  improvement  in  the  sec- 
ond half  of  1975.  If  year-end  trends 
continue,  the  domestic  integrated 
companies  should  turn  in  much 
brighter  earnings  in  1976. 

The  one  group  of  companies  that 
obviously  didn't  have  any  profit  prob- 
lems last  year  was  the  coal  group. 
Its  28.8%  median  return  on  equity 
(and  20.6%  return  on  capital)  ranked 
above  every  other  industry  subgroup. 
Pittston  took  top  honors.  It  produces 
mainly  metallurgical  coal  for  the  steel 
industry.  With  purchases  by  U.S.  and 
Japanese  steelmakers  remaining  stable 
throughout  the  first  half  of  1975, 
Pittston  had  no  trouble  commanding 
an  average  of  58%  higher  prices. 
Westmoreland,  also  a  big  metallurgi- 
cal coal  producer,  fared  almost  as 
well.  Its  one  sour  note  was  an  Au- 
gust reduction  of  $4  per  ton  on  the 
steam  coal  it  sells  to  its  biggest  steam 
customer,  Duke  Power. 

Pittston  and  Westmoreland  are  pri- 
marily producers  and  sellers  of  coal 
alone.  St.  Joe  Minerals  and  Kenne- 
cott  Copper,  by  contrast,  are  more 
diverse.  Both  saw  their  healthy  coal 
profits  offset  by  weaknesses  in  their 
old  lines  of  business— lead  and  zinc 
for  St.  Joe,  and  copper  for  Ken- 
necott.  But  their  balance  may  help 
this  year.  The  U.S.  steel  industry  is 
now  less  robust  than  it  was  in  the 
first  half  of  1975,  as  is  Japanese  steel. 
Last  year's  big  winners,  Pittston  and 
Westmoreland,  are  likely  to  perform 
?ess  spectacularly  in  1976.  And  a 
bounce  in  demand  for  minerals  may 
help  St.  Joe  and  Kennecott.  Says  St. 
Joe  President  John  Duncan:  "It  would 
be  easy  to  put  all  our  money  in  coal. 
But  we  don't  want  to  be  just  a  coal 
company,  we  want  to  be  a  balanced 
company.  Coal  will  have  its  cycles, 
too."  Duncan  would  apparently  like 
to  put  more  of  St.  Joe's  money  into 
oil  now,  although  he  had  a  setback 
when  his  bid  to  acquire  Austral  Oil 
fell  through  recently.  On  the  other 
hand,  Orin  E.  Atkins,  chairman  of 
Ashland  Oil,  recently  suggested  to 
analysts  that  he'd  like  to  put  more  of 
Ashland's  money  into  coal. 

For  the  oil  companies,  the  new 
pricing  legislation  won't  end  their  po- 
litical problem.  In  early  November 
Senator  James  Abourezk  (Dem.,  S.D.) 
tacked  an  amendment  on  a  natural 
gas  price-decontrol  biU  calling  for  the 
breakup  of  the  nation's  20  largest 
oil  companies. 

If  oil  executives  grinned  in  disbelief 
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v,l.cn  the  aniendinent  was  proposed, 
they  aren't  grinning  now.  The  amend- 
ment was  defeated  by  a  paper-thin 
margin  of  nine  votes  in  the  Senate. 
And  it  won't  go  away,  since  hear- 
ings are  under  way  in  various  Sen- 
ate committees.  "This  is  the  No.  One 
problem  facing  the  oil  industry,"  says 
Frank  Ikard,  president  of  the  Ameri- 
can Petroleum  Institute.  The  API  will 
spend  a  substantial  part  of  its  1976 


uudg^;-.  lu  ii^'iit  the  breakup  proposal. 
But  lost  in  the  political  fog,  evi- 
dently, is  the  question  of  energy  inde- 
pendence. The  Federal  Energy  Ad- 
ministration says  that  U.S.  dependence 
on  OPEC  has  risen  from  49%  of  total 
imports  before  the  1973  embargo  to 
60%  now.  The  FEA's  proposed  $100-bil- 
lion  Energy  Independence  Authority 
Act  has  gone  nowhere,  and  is  going 
nowhere.  Nor  do  most  people  look  to 


coal    as    the    nation's    energy    savior 
(Forbes,  Dec.  15,  1975). 

All  of  which  suggests  that  the  oil 
companies  will  stand  to  do  well  in 
the  coming  years.  They  control  a 
product  whose  supply  go\emments 
seem  determined  to  limit,  yet  for 
which  consumers  will  apparently  pay 
whatever  they  must.  You  might  com- 
pare the  oil  companies  to  the  guy 
selling  steak  in  a  hungry  town.   ■ 
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Return  on  Equity 

DeU/ 

Return 

on  Total  Capital 

Net 

Sales 

Earnings/Share 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5  Year 

Profi 

5-Year 

S-Year             5-Yaar 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Ranli 

Average 

Margin            Average 

Ranii             Average 

Rank 

Exxon 

17.1% 

1 

16.1% 

0.2 

13.1% 

1 

14.1% 

5,3%'       16.0% 

6                   12.1% 

2 

Texaco 

15.1 

2 

10.1 

0.2 

7.8 

3 

11.6 

3.7 

22.7 

2                     7.5 

6 

Mobil  Oil 

13.9 

3 

11.6 

0.3 

9.1 

4 

11.5 

3.5 

16.5 

5               12.5 

1 

Standard  Oil  Calif 

13.6 

4 

12.8 

0.2 

11.4 

2 

11.9 

4.6 

22.9 

1               10.9 

4 

Continental  Oil 

13.4 

5 

15.4 

0.4 

11.4 

5 

10.2 

4.2 

16.8 

4               10.4 

5 

Phillips  Petroleum 

12.5 

6 

13.8 

0.3 

11.1 

7 

9.7 

6.5 

11.5 

8              11.9 

3 

Occidental  Petroleum 

12.4 

7 

23.8 

1.0 

10.9 

8 

6.8 

3.8 

20.8 

3              -3.6 

8 

Gulf  Oil 

12.0 

8 

11.3 

0.2 

9.9 

6 

9.8 

4,4 

15.9 

7                4.1 

7 

Medians 

13J 

13.3 

0.3 

11.0 

10.9 

4.3 

16.7 

10.7 

OTHER  OIL  &GASi. 

w^^mm 

Sigmor 

43.5% 

1 

24.5% 

0.3 

20.0% 

1 

31.70^tt       4.0%         40.4%t 

7               43.0%t 

5 

Louisiana  Land 

34.7 

2 

29.0 

0.3 

22.8 

2 

27.2 

33,2 

15.8 

24               10.6 

22 

Northeast  Petroleum 

30.6tt 

3 

22.8 

0.5 

14.3 

4 

15.8tt 

1.3 

35.9* 

8              32.lt 

8 

Tesoro  Petroleum 

26.8 

4 

24.1 

0.6 

17.2 

3 

19.1 

5.3 

53.7 

3              44.0 

3 

Amerada  Hess 

24.0 

5 

16.1 

0.7 

11.1 

6 

15.1 

4.8 

23.4 

13               13.9 

19 

Charter  Company 

23.4 

6 

19.4 

1.0 

9.2 

10 

12.9 

2.2 

42.3« 

5              59.0tt 

2 

Quaker  State  Oil 

22.3 

7 

21.5 

0.3 

16.2 

5 

15J 

8.8 

16.6 

23               17.8 

13 

Texas  Oil  &  Gas 

21.5 

8 

29.8 

1.0 

17.0 

11 

12.7 

16.0 

46.0 

4              28.5 

11 

Petrolane 

20.9 

9 

25.8 

0.6 

15.3 

9 

13.0 

4.9 

20.9 

17               14.0 

18 

Beico  Petroleum 

19.2 

10 

24.9 

0.3 

17.7 

12 

12.3 

12.0 

27.1 

11               22.5 

12 

American  Petrofina 

18.2 

11 

15.5 

0.2 

13.5 

7 

15.0 

5.6 

22.3 

15               14.0 

17 

United  Refining 

16.3 

12 

14.5 

0.5 

10.2 

13 

11.9 

2.0 

33.4 

9               16.0 

15 

Murphy  Oil 

16.2 

13 

13.3 

0.6 

8.2 

18 

10.3 

4.6 

21.5 

16              30.4 

10 

Ashland  Oil 

15.9 

14 

19.7 

0.6 

11.2 

21 

9.6 

3.1 

18.5 

20                7.7 

24 

Kerr-McGee 

15.3 

15 

19.6 

0.3 

15.7 

14 

11.8 

7.4 

18.2 

21               16.3 

14 

Natomas 

14.9 

16 

19.4 

0.4 

15.5 

16 

11.0 

17.7 

55.lt 

2              31.2 

9 

Suburban  Propane  Gas 

14.9 

16 

14.1 

0.6 

9.1 

22 

9.4 

4.1 

19,0 

18              12.0 

21 

Standard  Oil  Ind 

14.5 

18 

15.0 

0.3 

11.8 

15 

11.3 

7.0 

14.0 

26               14.7 

16 

Sun  Oil 

14.0 

19 

10.9 

0.3 

7.4 

23 

9.2 

5.2 

98 

32                9.4 

23 

Marathon  Oil 

13.6 

20 

12.8 

0.3 

10.8 

17 

11.0 

4.1 

18.1 

22                7.3 

26 

Union  Oil  California 

13.1 

21 

13.2 

0.3 

8.9 

24 

8.7 

4.1 

13.7 

27                6.5 

29 

Shell  Oil 

13.0 

22 

15.2 

0.3 

11.7 

20 

9.8 

6.2 

10.5 

31                6.7 

28 

Reserve  Oil  &  Gas 

11.8 

23 

17.2 

0.2 

13.3 

8 

13.2tt 

1.7 

41.4t 

6              40.6t 

6 

Getty  Oil 

11,2 

24 

13.8 

0.1 

13.1 

19 

10.3 

7.9 

12.1 

30               12.5 

20 

Oil  Shale 

11.1 

25 

17.3 

1.4 

8.5 

28 

7.0 

2.0 

81.7^ 

1             139.1^ 

1 

Atlantic  Richfield 

9.6 

26 

9.7 

0.3 

7.3 

26 

77 

4.4 

13.5 

28                6,9  J_ 

27 

Superior  Oil 

9.4 

27 

13.5 

0.3 

11.9 

25 

8.4 

18.0 

18.9tf 

19              43,8tT" 

4 

Cities  Service 

9.2 

28 

8.2 

0.3 

7.1 

27 

7.6 

4.6 

9.2 

33                4.7 

30 

Crown  Central  Petrol 

8.9 

29 

4.8 

0.6 

5.1 

29 

6.9 

0.7 

22.4 

14                7.4 

25 

Clark  Oil  &  Refining 

8.0 

30 

def 

0.6 

def 

31 

6.0 

def 

13.4 

29            -12.5    ' 

32 

Standard  Oil  Ohio 

7.8 

31 

9.7 

0.6 

6.2 

30 

6.1 

5.0 

15.5 

25              -0.2 

31 

Commonwealth  Oil  Rfg 

4.7 

32 

def 

0.9 

def 

32 

4.5 

def 

25.9 

12            -18.7 

33 

Pennzoil 

*•» 

23.2 

1.2 

10.1 

•  4 

10.6 

3Q.2U 

10              34.2n 

7 

Medians 
COAL« 

14.9 

15.5 

0.4 

11.2 

42.1% 
49.1 

11.0 

4.8 

20.9 

14.0 

Pittston 
Westmoreland  Coal 

29.4% 
26.6 

1 
2 

57.1%        0.3 
56.7           0.2 

2 

1 

20.4% 
21.5 

13.10/0         17.1% 
11.8              20  0 

4              30.9% 
3              40,3 

2 
1 

St  Joe  Minerals 

21.7 

3 

27.1 

0.1 

21.9 

3 

17.5 

11  3 

22  1 

2               112 

5 

Utah  International 

21.6 

4 

30.4 

0.4 

19.2 

4 

13.6 

20  8 

29  5 

1               23  9 

3 

Eastern  Gas  &  Fuel 

15.6 

5 

23.7 

1.0 

12.0 

5 

8.2 

89 

13  8 

5               153 

4 

Kennecott  Copper 

8.0 

6 

2.3 

0.1 

3.0 

6 

7.1 

2.4 

9.9 

6             -4.7 

6 

Medians 

21J 
14.9 

k  calculations  on  page 

28.8 

15.5 

42.         'Calcu 

0.3 

20.6 

15.S 

11.6 

18.6 

19.6 

Industry  Medians 

0.3 

lation  based 

lU 

on  revenues 

■'7 

4.8 

19.0 

12.5 

Note:  Explanation  of  Yardstic 

including  (iirri*.*  fji«*a 

tt  Three-year  average.        t  T 

our-year  growth 

Xt  Three  year  growth.        def 

—Deficit 
1     / 

••Not  aval 

lable:  not  ranked 

_^_^ 
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IF  YOU  STILL 
THINK  PULLMAN 
IS  A  SLEEPING 
CAR  COMPANY, 
YOU'RE 
THE  ONE  WHO'S 


Its  been  decades  since  we  Not  just  in  the  U.S.,  but  around 

produced  our  last  sleeping  car.  the  globe. 

In  the  meantime,  we've  be-  Since  1971  revenues  have 

come  a  leader  in  producing  increased  from  $700-million  to 

plants  that  make  ammonia  and  $1.4-billion  in  the  first  9 

urea  for  fertilizer.  A  leader  in  months  of  1975. 

the  production  of  freight  cars  vvhich  in  terms  of  growth. 

A  leader  in  constructing  steel  snakes  us  one  of  the  biggest 

plants  and  refineries^  A  leader  sleepers  of  all  time, 
in  coal  utilization  and  gasifica- 


truck  trailers,  containers,  and 
2CX)  S.  Michigan  Ave..  Chicago.  III.  60604     transit  cars. 


tion.  And  a  leader  in  producing     ^S^     PulllTldn 

fr   Incorporated 


Who^s  Where  In 
The  Industry  Groups 


Okay.  So  some  companies  gained 
ground  on  their  competitors  during 
last  year's  recession  and  others  lost 
ground.  But  how  did  the  30  major 
industry  groups  themselves  fare?  Did 
the  recession  sock  some  harder  than 
others?  Look  at  the  table  below. 

At  the  very  top  and  the  very  bot- 
tom of  the  five-year  profitability  rank- 
ings, it  was  business  as  usual.  Two 
consumer  goods  groups— the  personal 
products  companies  and  the  drug 
companies— continued  to  lead  the  pa- 
rade. Selling  basic  necessity  items, 
they  were  not  aflFected  by  the  squeeze 
on  disposable  income  that  blasted  the 
results  of  appliance  companies,  auto- 
makers and  retailers.  Meantime  the 
transportation  companies,  both  air- 
lines and  surface  carriers,  still  brought 
up  the  rear.  Once  one  of  the  highest- 
flying  industries,  the  airlines  seem 
doomed  to  low  profits  for  a  long  time 
to  come. 

In  between  those  extremes,  how- 
ever, there  were  changes  aplenty. 
While  some  commodity-type  compa- 
nies—those in  coal,  oil  and  chemicals 
particularly— scored  nice  gains  last 
year,  the  nonferrous  metals  outfits 
took  it  on  the  chin.  Profits  skidded 
in  aluminum  and  copper,  and  the  non- 


ferrous  group  dropped  all  the  way 
from  sixA  place  to  17th  place  in  prof- 
itability among  the  30  major  indus- 
tries. That  was  only  a  slightly  worse 
tumble  than  those  of  the  retailers 
(from  13th  to  22nd)  and  the  automo- 
tive companies  (from  16th  to  24th). 
But  there  is  a  chance  that  the  lat- 
ter, if  consumer  demand  is  as  pent- 
up  as  some  experts  think,  could  come 
roaring  back  in  1976. 

On  the  plus  side,  the  informa- 
tion processing  industry— the  comput- 
er and  copier  companies— pulled  oflF 
the  biggest  jump  in  the  rankings. 
They  rose  from  21st  to  seventh  place, 
increasing  their  median  return  on 
equity  by  three  full  percentage  points. 
Interestingly,  the  push  did  not  come 
from  International  Business  Machines 
and  Xerox,  who  were  actually  slow- 
ing down  a  bit,  but  from  their  in- 
creasingly lively  competitors— IBM 
from  outfits  like  Burroughs,  Sperry 
Rand's  Univac  division.  Digital  Equip- 
ment and  Hewlett-Packard,  and  Xe- 
rox from  Eastman  Kodak  and  IBM. 

It  may  surprise  some  that  the  con- 
struction contractors  also  weighed  in 
with  a  big  jump,  from  18th  place  to 
13th.  Wasn't  homebuilding  still  a 
disaster   area?   It   certainly  was,   but 


the  gains  of  the  heavy  construction 
companies,  particularly  from  projects 
being  built  in  oil-producing  countries, 
were  more  than  enough  to  oflFset  the 
downbeat  performance  of  the  housing 
contractors. 

The  chemical  industry's  rise  in  the 
rankings,  from  ninth  a  year  ago  to 
fifth  among  the  major  industries,  may 
come  as  a  surprise.  Weren't  most  of 
them  reporting  earnings  declines  in 
1975?  Yes,  but  remember  that  these 
are  five-year  rankings  and  that  1975 
chemical  earnings,  though  down  from 
1974,  were  the  second-highest  ever 
for  the  industry.  This  is  one  commod- 
ity industry  that  may  be  able  to  sus- 
tain its  recent  switch  from  so-so  prof- 
its to  high  profits.  But  the  giant  oil 
companies  have  now  dropped  well 
below  the  extremely  high  earnings 
levels  of  a  year  or  so  ago;  only  the 
superperformance  of  the  coal  compa- 
nies enabled  the  energy  group  as  a 
whole  to  stay  in  the  top  ranks. 

One  of  the  brighter  notes  was  the 
industrial  equipment  industry.  Nor- 
mally hard-hit  by  a  recession,  it 
moved  from  15th  place  to  12th. 

Overall,  the  nation's  big  companies 
slowed  down  their  headlong  plunge 
into  debt  last  year.  The  median  debt- 
to-equity  ratio  remained  at  0.4.  But 
one  disturbing  trend  continued:  Sales 
kept  on  growing  faster  than  profits. 
Some  of  that  can  be  chalked  up  to 
inflation,  but  some,  too,  is  the  result 
of  seeking  growth  for  growth's  sake, 
regardless  of  profit  return.   ■ 


INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


DeM/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

S-Year 

Profit 

5-Year 

5-Year 

SYear 

S-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Rank 

Av6rig9 

Margin 

Averago 

Rank 

Average 

Rank 

CONSUMER  GOODS- 

PERSONAL  PRODUCTS: 

17.4% 

1 

16.8% 

0.3 

12.0% 

2 

12.7% 

5.6% 

10.9% 

15 

8.5% 

10 

Tobacco 

14.0 

— 

12.3 

0.5 

9.0 

— 

9.2 

3.2 

10.2 

— 

9.4 

— 

Toiletries  &  Cosmetics 

19.9 

— 

18.5 

0.2 

14.5 

— 

16.1 

7.7 

14.3 

— 

9.8 

— 

Housekeeping  Products 

16.5 

— 

16.6 

0.3 

12.0 

— 

14.0 

5.3 

10.9 

— 

8.1 

— 

Photo  Equipment 

9.7 

— 

7.4 

0.0 

7.4 

— 

8.3 

6.0 

9.4 

— 

3.9 

— 

CONSUMER  GOODS- 

HEALTH  CARE: 

17.3 

2 

17.3 

0.3 

13.8 

1 

14.9 

8.0 

14.1 

4 

10.8 

6 

Ethical  Drugs 

22.6 

— 

21.3 

0.1 

16.3 

— 

20.8 

10.7 

13.7 



10.0 

— 

Proprietary  Drugs 

16.8 

— 

17.5 

0.2 

15.0 

— 

14.9 

7.6 

10.7 



8.2 

— 

Health  Care  Products 

&  Services 

14.7 

— 

16.2 

0.5 

11.0 

— 

10.5 

7.3 

16.3 

— 

13.8 

— 

ENERGY: 

14.9 

3 

15.5 

0.3 

11.4 

3 

11.2 

4.8 

19.0 

2 

12.5 

2 

International  Oils 

135 

— 

13.3 

0.3 

11.0 



10.9 

4.3 

16.7 



10.7 

— 

Other  Oil  &  Gas 

14.9 

— 

15.5 

0.4 

11.2 

— 

11.0 

4.8 

20.9 



14.0 

— 

Coat 

21.7 

— 

28.8 

0.3 

20.6 

— 

15.6 

11.6 

18.6 

— 

19.6 

— 

DISTRIBUTION- 

WHOLESALERS: 

14.1 

4 

15.7 

0.4 

11.4 

4 

10.9 

1.4 

14J) 

5 

124 

3 

Food  Distributors 

15.3 

— 

17.2 

0.5 

12.4 



11.7 

1.2 

13.4 



12.6 

— 

Meatpackers 

13.5 

— 

13.8 

0.5 

10.2 



9.2 

1.2 

15.1 



11.9 

— 

Agr  Commodities 

14.6 

— 

18.4 

0.4 

13.1 

— 

10.9 

2.9 

15.7 



16.6 

— 

Other  Wholesalers 

12.4 

— 

14.9 

0.4 

10.0 

— 

10.7 

1.9 

8.6 

— 

7.8 

— 

Note:  Explanation  of  Yardstick 

calculations  i 
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Mayflower 
means  moving 


Wbrldwide* 


We  uncomplicate  the  international  move 
Anywhere  in  the  world.  Mayflower 
untangles  the  procedural  red  tape — 
like  customs  clearance,  broker  sen/ice, 
intemational  transit  insurance.  We  pick 
up.  We  deliver.  One  bill  of  lading.  One 
complete  moving  service. 
Mayflower.  The  name 

means  moving.  Worldwide 


J  m( 


It's  simple.  Just  call  the 

Mayflower  agent  you  would 

normally  contact  for  a  domestic  move.  He's  the  origin  agent  for 
your  international  move.  The  Mayflower  Agency  network 
includes  Alaska,  Hawaii  and  1 1 5  countries  around  the  globe. 


AFGHANISTAN,  (Served  by)  Beirut,  Lebanon — Beirut 

Express 

ALGERIA,  Algiers — Demenagement  Martefon 

Oran — Societe  Algerienne  de  Transport  et  de 

Consignation  (S.A.R  L.) 

AMERICAN  SAMOA,  Pago  Pago — Samoa  Transfer  & 

Storage 

ANGOLA,  Cabinda,  Port.  W.  Africa— Hull.  BIyth 

(Angola)  Limited 

ARGENTINA,  Buenos  Aires — Lift-Van  International 

Co. 

AUSTRALIA,  Sydney — Grace  Brothers  International 

AUSTRIA,  Vienna— A.  Kuhner  &  Sohn 

AZORES,  Terceria — OceanIca  Ltd. 

BAHAMAS,  Freeport,  G.B.I.  Bahama  Islands — 

Freeport  Transfer  Limited 

Nassau — Caribbean  Moving  &  Storage 

Co.,  Ltd. 

BAHRAIN,  Mahama — Gulf  Agency  Co.  (Bahrain)  Ltd. 

BANGLADESH,  Ddcca — Progressive  Packers 

BARBADOS,  St.  Michael  (West  Indies)— Forbes 

Iniernational  Moving  &  Storage  Co.,  Ltd. 

BELGIUM,  Antwerp — Arthur  Pierre,  n.v. 

Bruxelles — La  Continentals  Menkes  S.A. 

BERMUDA,  Hamilton — Bermuda  Transfer  &  Storage 

Co  ,  Ltd. 

BOLIVIA,  LaPaz — Bolivian  Movers  S.A.  Ltda. 

LaPaz— Exprinter  Liftvans 

Botswana  (served  by)  Johannesburg.  Rep.  of  So. 

Africa — Stuttaford's  International 

BRAZIL,  Rio  de  Janeiro — AS  Preferidas  S.A. 

Rio  de  Janeiro — Transportes  Fink,  S.A. 

CANADA,  ALBERTA 

^^^^^B     Calgary — Calgary    Moving  & 

.  ^^^H     Storage.  Ltd. 

^^^  ^^^^1     Calgary — Great  Western 

^^^■^^    ^^^^1      Moving  &  Storage.  Ltd. 
H^H^K    ^^^^1     Calgary — Richards  Moving  & 
^^^^^    ^^^H 
^^^H        ^^^^1     Edmonton — Werner's  Moving 

I  ^^^H      Service  Ltd. 

^^^^1     Lethbridge — Fernie  Cartage 
^^^     Ltd. 


Ltd 


Red  Deer — Bettenson's 

Cartage  Company  Limited 

CANADA,  BRITISH  COLUMBIA 

Chilliwack — Lions  Gate  Moving  &  Storage  Ltd. 

Courtenay — Frazer  Moving  Ltd. 

Duncan — Duncan  Transfer 

Fernie — Fernie  Cartage  Ltd. 

Kamloops — Beaver  Moving  &  Storage  Co. 

Kelowna — Comet  Delivery  Service 

Nelson — D.  V.  Pollard  Trucking 

New  Westminster — Phelps  Moving  &  Cartage 

North  Vancouver — Highland  Van  &  Storage  Ltd. 

Prince  George — Handlen  Transfer  &  Delivery  Ltd. 

Prince  George — Lions  Gate 

Moving  &  Storage  (Interior) 

Richmond — Lions  Gate 

Moving  &  Storage  Ltd. 

Surrey — North  Surrey 

Mo"ing  &  Storage  Ltd. 

Vernon — Cidel  Moving  & 

Storage  Ltd. 

Victoria — Weather  B 

Transport  Ltd. 

CANADA,  MANITOBA 

Selkirk— Wee-Haul 

Company 

Thompson — Thompson 

Messenger  &  Moving  Ltd. 

Winnipeg — B  &  B  Moving 

and  Storage  Ltd. 

Winnipeg — Quick  Transfer  Ltd 

CANADA,  NEW  BRUNSWICK 

Edmunston — L.  H.  Chappie,  Ltd. 

Fredericton — L.  H.  Chappie,  Ltd. 

Moncton — Humphrey's  Transfer 

Ltd. 

St.  John — Humphrey's  Transfer  Ltd. 

CANADA,  NEWFOUNDLAND 

St.  John's — B  &  H  Van  Lines  Limited 

CANADA,  NOVA  SCOTIA 

Dartmouth — Dartmouth  Trf.  and  Whsing.  Co..  Ltd. 

Halifax  (Served  by  Dartmouth) — Dartmouth  Transfer 

and  Warehousing  Co.,  Ltd. 


Stellarton — Burge  Brothers  Transfer  &  Storage,  Ltd. 

Sydney — Central  Transfer  Limited 

CANADA,  ONTARIO 

Brockville — Don  Spicer  &  Sons  Moving  &  Storage 

Burlington — Taylor  Moving  &  Storage  Ltd. 

Cornwall — Sharpley  The  Mover 

East  York  (Toronto) — Dew  Moving  &  Whsing.  Ltd. 

Espanola — -G/C  Express  &  General  Cartage 

Etobicoke  (Toronto) — Aero  Mayflower  Transit 

Company,  Limited 

Etovicoke  (Toronto) — Mac  Donald  Moving  &  Storage 

Co.,  Limited 

Fort  Erie — Dunn  The  Mover  Limited 

Guelph — Hartleib  The  Mover  Limited 

Hamilton  (Served  by  Burlington,  Ontario) — Taylor 

Moving  &  Storage  Limited 

Kenora — Bruce  Krawicki  Ltd. 

Kingston — Robin  Hood  Van  Lines  Limited 

Kitchener — Hartleib  The  Mover  Ltd. 

London — Medland  Cartage 

Mississauga — A.  &  E.  R.  Lough  &  Co. 

North  York  (Toronto) — Phillips  Moving  &  Storage 

Oshawa  (Served  by  Whitby,  Ontario) — Highland  Van 

&  Storage 

Ottawa — Lakeshore  International  Movers  &  Whsing. 

Ltd. 

St.  Catharines — Consumer  Moving  &  Storage 

Scarborough  (Toronto) — W.  J.  Pickard  Limited 

Sudbury — Harris  Movers  &  Storage 

Thornhill — Thomson  Moving  &  Storage 

Thunder  Bay — Twinport  Cartage 

Tillsonburg — Tri  County  Moving 

Toronto — Nesel  Moving  &  Storage  Ltd. 

Toronto — Taylor  Moving  and  Storage  (Canada)  Ltd. 

Whitby  (Also  Serves  Oshawa) — Highland  Van  and 

Storage 

Windsor — Border  City  Moving  and  Storage 

CANADA,  QUEBEC 

Alma,  Lake  St.  John— Lake  St.  John  Moving  Ltd. 

Cowansville — Matton  Transport 


Gatineau-Hull  (Ottawa) — Lakeshore  Movers  & 
Warehousing  Ltd. 
Lorrainville — Barrette  Moving 
Montreal  (Served  by  Pointe  Claire) — Lakeshore 
Movers  &  Warehousing  (Canada)  Limited 
Morin  Heights — Morin  Heights  Express  Ltd. 
Morin  Heights — Wentworth  Transport  Ltd. 
Pointe  Claire  (Also  Serves  Montreal) — Lakeshore 
Movers  &  Warehousing  (Canada)  Limited 


Mayi'bwen  Any  wiiere* 

Ste-Foy-  Le  Oemenageur  Quebecois  Lie-. 
SI.  Hyacinthe — Livraison  Lege: ':  Inc. 
Shawinigan— Dery  Express  Inc. 
Sherbrooke— Blais  Express  inc. 
CANADA,  SASKATCHEWAN 
Melville— Melville  Cartage  &  Storage  Co. 
Moose  Jaw— Moose  Jaw  Cartage  Co,  Limited 
North  Battleford — Eppen's  Transport 


u  i'lirtce — Presto  Shipping  Co. 
HONDURAS,  Tegucigalpa,  D.C. — Mudanzas  Gamundi 
HONG  KONG.  B.C.C. — Crown  Pacific  Ltd. 
HUNGARY,  Budapest — "Masped" — Hungarian  Genl. 
Fwdg.  Enterprise 

ICELAND,  Reykjavik — P.  Arnason  &  Proppe  SEP 
INDIA,  Bombay— P.  N.  Writer  &  Co. 
INDONESIA,  Jakarta— P.  T.  Crown  Pacific  Jaya 
IRAN,  Teheran— Para 
International  Travel  &  Z' 

Transportation  Co. 


Prince  Albert — Twin  Delivery 

Regina — Bell's  Moving  &  Transfer 

Saskatoon — Crown  Moving  &  Storage 

Saskatoon — Superior  Cartage  Co. 

Weyburn — John  Mus  Dray  &  Transfer 

CEYLON,  Colombo — Cey'on  Carriers  Limited 

CHILE,  Santiago— SIT.  Deca  S.A.C. 

COLOMBIA,  Bogota — Transportes  Levy  Ltda. 

COSTA  RICA,  San  Jose— Mudanzas  Mundiales 

San  Jose — Transportes  Aeropuerto  Ltda. 

CYPRUS.  Famagusta — Hull,  Blyth,  Araouzos,  Ltd. 

DAHOMEY,  Colonou — Transcap 

DENMARK,  Copenhagen — Mobeltransport  Danmark 

Copenhagen — Salicath's  Express  Co. 

DOMINICAN  REPUBLIC,  Sanfo  Domingo— Teodulo 

Aquino  C.  por  A. 

DOMINICA,  B.W.I. ,  Dominica— W.  B.  Hutchinson 

&  Co.  (Dominica)  Ltd. 

ECUADOR,  Quito — International  Shipping  &  Storage 

Co.,  (Ltd.) 

EGYPT,  Agouza  (Cairo) — A.  M.  International 

Cairo — Hansa  Transport  Co. 

EL  SALVADOR,  San  Salvador — Mudanzas 

Internacionales 

ENGLAND,  llford,  Essex— Household  Goods 

Forwarders  Limited 

llford,  Essex  (Also  Serves  Scotland) — Household 

Goods  Forwarders  Limited 

ETHIOPIA,  Asmara— S.N.T.  Fratelli  Gondrand 

Addis  Ababa — Gondar  International  Packers 

FINLAND,  Helsinki — Oy  Beweship  Ab 

FORMOSA  (See  Taiwan) 

FRANCE,  Paris— Bailly 

GABON,  Libreville— S.A.T. A.  Gabon 

GERMANY,  Berlin — Hans  Gerzymisch  Spedition 

Bremen — Hans  Gerzymisch  Spedition 

Bremen — ITO  Bremen 

Frankfurt — Hans  Gerzymisch  Spedition 

Kaiserslautern — Hans  Gerzymisch  Spedition 

Karlsruhe — Hans  Gerzymisch  Spedition 

Schwetzingen — Hans  Gerzymisch  Spedition  (Hdqtrs.) 

GHANA,  Accra — Alraine  (Ghana)  Limited 

Accra — Watson  Services  Limited 

GIBRALTAR,  Gibraltar — A.  M.  Capurro  &  Sons  Ltd. 

GREECE,  Athens — Orphee  G.  Beinoglou 

Piraeus — Theod.  G.  Baxevanides  &  Fils 

GRENADA,  St.  George's  (West  Indies)— St.  Louis 

Service 

GUAM,  Tamuning — Guam  Associated  Transport 

GUATEMALA,  Guatemala — Continental 

GUIANA,  Georgetown — Bookers  Shipping 

(Demerara)  Ltd. 

HAITI,  Port-au-Prince — Emballage  Adventiste 

Packing  Service 


IRAQ,  Baghdad — Levan  Express  Transport  S.A. 

IRELAND,  Belfast — Thomas  Johnson  &  Sons,  Ltd. 

Dublin — Richmond  Storage  and  Transit  Co.,  Ltd. 

ISRAEL,  Tel  Aviv — Tashghir  Express  Ltd. 

ITALY,  Rome — International  Transport  Agency,  s.p.a. 

JAMAICA,  Kingston  (West  Indies) — Lee's  Transfer  & 

Storage  Ltd. 

JAPAN,  Naka-Ku,  Yokohoma — Crown  Pacific  Ltd. 

C/0  T.S.I. 

JORDAN,  Amman — Jordan  Express  Co. 

KENYA,  Mombasa — ETCO  Mombasa  Limited 

KOREA,  Seoul — Korea  Merchant  Shipping  Co.,  Ltd. 

KUWAIT,  Kuwait — Columbia  Export  Packers,  Inc. 

LAOS,  Vientiane — American  Transpack  Lao 

LEBANON,  Beirut — Beirut  Express 

Beirut  (Also  Serves  Afghanistan) — Beirut  Express 

Beirut — Middle  East  Express 

Beirut — Transocean  Express 

LIBERIA,  Monrovia — Alraine  (Liberia)  Co.  Limited 

LIBYA,  Tripoli  (Libyan  Arab  Republic) — Libyan 

International  Packing  &  Forwarding 

LUXEMBOURG,  Luxembourg — J.  A.  Welte-^ 

Luxembourg 

MALAWI,  Blantyre — Manica  (Malawi)  Limited 

MALAYSIA,  Kuala  Lumpur— Crown  Pacific  Sdn.  Bhd. 

Kuala  Lumpur — Van  Movers  &  Storage  Co.  (Pte.)  Ltd. 

MALTA,  Valletta— K.  &  M.  Limited 

MAURITIUS,  Port  Louis — The  Mauritius 

Travel-Tourist  Bureau 

Limited 

MEXICO,  Mexico  City— 

Transportes  y  Empaques 

Balderas,  S.  A.  de  C.V. 

MOROCCO,  Kenitra— 

Bailly-Maroc 

MOZAMBIQUE,  Beira, 

Port.  East  Africa — 

Freight  Services 

(Beira)  (Pty.)  Ltd. 

MUSCAT,  Muscat — Gray,  Mackenzie  &  Co.,  Limited 

NEPAL,  Kathmandu — International  Packers  & 

Movers 

NETHERLANDS,  Hillegon,  Holland— Schut-Copex  B.V. 

NEW  ZEALAND,  Auckland— New  Zealand  Express 

Transport  Ltd. 


Christchurch — Guthrey's  Freightways  Ltd. 
Wellington — Movements  Ltd.  (International 
Removals) 

NICARAGUA,  Managua— E  V  I  C  O 
NIGERIA,  Apapa— TRANSCAP 
NORWAY,  Oslo— A/S  Adams  Express 
Oslo — Majortrans  A.S. 
OKINAWA,  Koza— Y.  Higa  Enterprises,  Ltd. 
PAKISTAN,  Karachi — Chinese  Packers 
PANAMA,  Curundu,  Canal  Zone — Express 
Transportation  Services,  Inc. 
PARAGUAY,  Asuncion — Agenda  Benkovics  S.A. 
PERU,  Lima — Polly's  Packing  Service  S.A. 
PHILIPPINES,  Manila— Mactan  International  (Phil.) 
Inc. 

POLAND,  Gdynia— C.  Hartwik,  S.A. 
PORTUGAL,  Lisbon — Empresa  de  Transportes 
Galamas,  L.da 

Lisbon — Navecor-Navegacao 

PUERTO  RICO,  San  Juan — Capitol  Transportation, 
Inc. 

RHODESIA,  (Served  by)  Johannesburg,  Rep.  of 
South  Africa — Stuttaford's  International 
SAUDI  ARABIA,  Damman — East  &  West  Express. 
Damman,  S.A. 

Jeddah — Astra  International 
SCOTLAND,  (Served  by)  llford,  Essex,  England- 
Household  Goods  Forwarders  Limited 
SENEGAL,  Dakar— S.O. A. EM. -Dakar 
SIERRA  LEONE,  Freetown — Alraine  (Sierra  Leone) 
Ltd. 

Freetown — Sierra  Leone  National  Shipping 
Company  Ltd 

SINGAPORE,  Singapore — Crown  Pacific  Limited 
SOMALIA,  Mogadishu — Somalia  Forwarding  Agency 
SOUTH  AFRICA,  Johannesburg,  Republic  of  South 
Africa — Stuttaford's  International 
Johannesburg,  Republic  of  South  Africa  (Also 
Serves  Rhodesia,  Botswana,  Walvis  Bay,  S.W. 
Africa — Stuttaford's  International 
SPAIN,  Madrid — Espana  International  Express,  S.A. 
Palma  de  Mallorca,  Balearic  Islands — Mundanzas 
Portas 

SWEDEN,  Stockholm — Gosta  Horgren  AB 
SWITZERLAND,  Geneve— C.  Pelichet  S.A. 
SYRIA,  Damascus — Dahbar  &  Hammami  Co. 
TAIWAN,  Taipei — Orient  Pacific  International 
Taipei — Today  Van  Lines,  Limited 
TANZANIA,  Dar-Es-Salaam — Express  Transport  Co. 
(T)  Limited 

THAILAND,  Bangkok — Hong  Kong  Transpack  Co., 
Limited 

Huamak,  Bangkok — Thai  International  Moving  & 
Storage  Limited 

TRINiDAD,  (And  Tobago),  Port-of-Spain— A.J. 
Mauritzen  &  Co. 
TUNISIA,  Tunis— F    Pierotti 
TURKEY,  Ankara — Tuzcuoglu  Transportation 
UGANDA,  Kampala — Express  Transport  Co.  (Uganda) 
Limited 

URUGUAY,  Montevideo — Aero  Expresso  Uruguayo 
VENEZUELA,  Caracas — South  American  Express 
Occidente.  S.A. 

Maracaibo — South  American  Express  Occidente,  S.A. 
VIET  NAM,  Saigon — United  Service  Packer 
VIRGIN  ISLANDS,  Christiansted,  St.  Croix— Island 
Transport  Service 

St.  Thomas— Padgett  Transport  Co  ,  Inc. 
WALVIS  BAY,  (Served  by)  Johannesburg,  Rep.  of 
South  Africa — Stuttaford's  International 


Mayflower  means  nK)ving.W>ridwide» 


Contemplating  an  international  move?  Call  toll-free 
800-428-1270  or  fill  out  the  coupon,  and  we'll  fill  in  the 
details.  Mail  to:  j 

Rick  Russell,  Vice  President — International  j'^ 

Aero  Mayflower  Transit  Company,  Inc.  iSM 

BOX107B  iam. 
Indianapolis,  Indiana  46206 

I  plan  to  move  from 


to. 


Approximate   moving  date. 
TO: 


(name) 


(C0«..NV) 


(address) 


(city/ STATE/ country) 


•1,        , 


INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Debt/ 

Net 

Company 

5-Year 

5-Year 

Latest 

Equity 

Latest 

5-Year 

5-Year 

Profit 

5-Year 

5-Year 

5-Year 

5-Year 

Average 

Rank 

12  Months 

Ratio 

12  Months 

Ranli 

Average 

Margin 

Average 

Rank 

Average 

Rank 

CHEMICALS: 

ROO/o 

5 

14.80/0 

0.4 

11.6% 

5 

10.5% 

5.3% 

10.6% 

20 

12.0% 

4 

Diversified  Chemicals 

13.4 

— 

14.8 

0.4 

11.9 

— 

10.6 

4.7 

9.2 

— 

10.4 

— 

Specialists 

14.5 

— 

14.8 

0.5 

11.6 

— 

9.0 

5.8 

12.2 

— 

13.2 

— 

UTILITIES- 

NATURAL  GAS: 

13.9 

6 

13.5 

1.1 

6.9 

25 

7.1 

7.8 

10.8 

18 

7.3 

15 

Producers  &  Pipeliners 

16.3 

— 

16.7 

1.2 

7.5 

— 

7.6 

8.1 

12.1 

— 

9.3 

— 

Pipeliners  & 

Distributors 

14.2 

— 

15.1 

1.0 

7.8 

— 

7.4 

8.5 

10.8 

— 

7.1 

— 

Distributors 

11.3 

— 

11.0 

1.0 

6.4 

— 

6.5 

7.0 

10.3 

— 

4.0 

— 

INFORMATION 

PROCESSING: 

13.7 

7 

12.9 

0.4 

9.3 

6 

10.4 

4.4 

12.7 

7 

8.2 

12 

Computers 

12.7 

— 

13.2 

0.3 

10.2 

— 

9.8 

6.5 

12.3 

— 

10.6 

— 

Copiers  &  Office 

Equipment 

14.4 

— 

6.1 

0.5 

5.5 

— 

10.5 

1.6 

13.5 

— 

7.6 

— 

LEISURE: 

13.5 

8 

11.6 

0.3 

8.1 

8 

10.1 

4.1 

11.0 

13 

8.9 

8 

Travel 

13.5 

— 

17.9 

0.9 

12.1 

— 

7.2 

4.2 

21.1 

— 

13.6 

— 

Entertainment 

13.9 

— 

19.7 

0.7 

9.5 

— 

9'li0 

5.9 

7.1 

— 

7.0 

— 

Recreation 

14.1 

— 

6.6 

0.3 

5.3 

— 

10.4     ■'- 

2.0 

13.3 

— 

9.2 

— 

Publishing 

12.7 

— 

11.9 

0.3 

9.7 

— 

10.4 

5.1 

9.9 

— 

6.2 

— 

FINANCE-BANKS: 
New  York  Banks 
Regional  Banks 

CONSUMER  GOODS- 
FOOD  &  DRINK: 
Diversified  Foods 
Food  Specialists 
Drinks 

FINANCE- 
CONSUMER  FINANCE 
Finance  Companies 
Financial  Services 

INDUSTRIAL 
EQUIPMENT: 

Production  Equipment 

Specialty  Equipment 

&  Materials 

Construction  & 

Materials  Handling 

Mining  &  Drilling 

Equipment 

Rail  Equipment 

Steam  Generating 

Equipment 

CONSTRUCTION- 
CONTRACTORS: 
Heavy  Construction 
Home  Building 

ELECTRONICS  & 

ELEC  EQPT: 

Electronic  Equipment 

Electrical  Equipment 

MULTiCOMPANIES- 
CONGLOMERATES: 

UTILITIES-ELECTRIC 

&  TELEPHONE: 

Nort|;east 

Midwest 

Southeast 

Southwest 

West 

Telecommunications 


13.4 

9 

13.1 

0.4 

10.0 

9 

10.0 

6.9 

23.2 

1 

7.8 

14 

13.4 

— 

15.0 

0.5 

10.3 

— 

S^ifa 

6.3 

26.5 

— 

7.8 

— 

13.4 

— 

12.6 

0.4 

9.1 

— 

io9k 

7.1 

22.7 

— 

7.2 

— 

12.9 

12.2 
13.6 
16.0 


10 


14.2 

0.4 

10.2 

14.4 

0.5 

10.2 

15.4 

0.4 

11.6 

12.2 

0.3 

9.2 

11 


9.6 

3.2 

10.3 

9.3 

2.7 

10.1 

10.0 

2.7 

10.4 

12.1 

4.4 

12.6 

23 


12.4 

10.9 


12 


12.5         — 


12.8 

0.4 

10.0 

14.2 

0.3 

10.8 

11.4 

0.4 

9.3 

14.5 

0.7 

8.6 

21.8 

0.4 

14.6 

12.5 

0.6 

8.0 

10 


9.7 

4.7 

10.7 

9.2 

4.8 

8.6 

10.1 

3.8 

12.2 

aflB 

3.2 

10.9 

10.2 

8.3 

14.5 

8.0 

4.9 

9.8 

19 


11.6 

10.6 
12.8 
11.6 
13.5 
10.7 
12.2 


15 


11.7 

1.1 

5.6 

10.6 

1.1 

5.6 

12.2 

1.1 

5.7 

12.2 

1.3 

5.4 

12.4 

0.9 

6.3 

10.3 

1.1 

5.6 

11.8 

1.1 

5.7 

28 


5,^^^ 

11.6 

13.0 

g^^» 

11.6 

14.0 

6.0 

11.6 

11.3 

5.6 

12.4 

16.3 

7.0 

14.2 

12.3 

5.8 

11.9 

12.6 

6.1 

9.2 

11.8 

6.8 

7.0 
5.2 
9.5 


6.2 

4.3 

7.4 

7.6 

7.6 
7.2 


3.3 

1.9 
0.9 
3.8 
6.2 
3.7 
4.7 


16 


12.5 

11 

10.6 

0.8 

54 

26 

7.0 

4.4 

11.7 

9 

5.8 

18 

13.4 

— 

11.9 

1.9 

5.5 

— 

6.0 

4.3 

9.3 

— 

4.0 

— 

!           11.9 

— 

7.8 

0.6 

5.4 

— 

9.3 

4.4 

12.2 

— 

7.8 

— 

17 


12.2 

— 

12.8 

0.3 

9.6 

— 

9.6 

2.4 

12.3 

— 

5.5 

— 

12.1 

13.8 

!            9.1 

13 

15.9 

18.1 
def 

0.7 

0.6 
1.0 

10.0 

16.9 

def 

12 

9.1 

ll^ll 

1.4 
1.8 
def 

17.0 
15.2 
21.5 

3 

14.7 

14.9 
4.0 

1 

11.8 

10.2 
t          17.6 

14 

12.5 

9.2 
14.9 

0.3 

0.4 
0.3 

8.1 

5.8 
11.5 

14 

3.7 

3.1 
4.7 

10.5 

10.3 

12.0 

21 

5.4 
3.6 
9.5 

19 

11.6 

15 

11.7 

0.7 

7.7 

20 

7.6 

2.9 

10.9 

15 

4J 

21 

24 


Note:  Explanation  of  Yardstick  calculations  on  page  42.       def— Deficit. 
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INDUSTRY  MEDIANS:  Yardsticks  of  Management  Performance 


^e#FITABtLITY 


GROWTH 


Return  on  Equity 


Return  on  Total  Capital 


Sales 


Earnings/Share 


Company      Anrag« 


Debt/ 
5-Year        Latest  Equity 

Rank      12  Months        Ratio 


Latest       5-Year 
12  Months     Rank 


5- Year 
Average 


Net 
Profit 
Margin 


5-Year 
Average 


5-Year 
Rank 


METALS- 

NONFERROUS: 

Aluminum 

Copper 

Diversified  Metals 

FINANCE-INSURANCE: 

Ufe 

Fire  &  Casualty 

Multiple  Line 

FOREST  PRODUCTS 

&  PACKAGING: 

Forest  Products 

Packaging 

CONSTRUCTION- 
BUILDING  MATERIALS: 
Lumber 
Cement  &  Gypsum 
Other  Building 
Materials 
Building  Equipment 

AEROSPACE  & 
DEFENSE: 

DISTRIBUTION-' 

RETAILERS: 

Department  Stores 

Discount  & 

Variety  Stores 

Drug  Chains 

Specialty  Retailers 

MULTICOMPANIES— 
MULTI-INDUSTRY; 

AUTOMOTIVE 

Vehicles 

Tire  &  Rubber 

Auto  Supplies 

METALS-STEEL 
Basic  Producers 
Specialty  & 
Other  Steels 

DISTRIBUTION- 
SUPERMARKETS: 
Major  Chains 
Regional  Chains 


8.2 

9.7 

16.1 


17 


9.00/0 
6.9 
4.0 
15.5 


0.4 

0.8 
0.4 
0.3 


6.7% 
4.7 
4.0 
10.5 


12 


9.1% 
5.5 
8.1 
11.0 


3.7% 
3.7 
4.4 
4.7 


9.9% 
9.9 
5.5 
9.9 


26 


11.2 

14.7 

8.6 

11.1 
14.0 


20 


9.0 

10.9 
6.4 

8.1 
13.4 


0.4 

0.7 
0.2 

0.3 
0.4 


6.6 

7.1 
5.3 

6.4 
11.1 


15 


8.7 

8.2 
7.3 

8.7 
11.3 


3.7 
5.6 
3.3 

3.3 
3.7 


lU 

16.0 
11.8 

10.5 
11.2 


10 


11.1 


21 


11.8 


0.4 


9.2 


22 


7.5 


2.6 


4.0 


30 


11.0 
10.8 

5.7 
12.8 
14.2 


22 


9.8 

10.4 

def 
12.8 
10.8 


0.4 
0.5 

1.1 
0.4 
0.4 


6.8 

7.0 

2.2 

10.9 

9.0 


20 


7.6 

7.3 

4.8 
10.9 
10.6 


2.0 

2.5 

def 
2.0 
2.3 


11.2 
8.1 

13.0 
18.5 
14.3 


11 


5-Year 
Average 


5-Year 
Rank 


-0.5 
-3.7 

6.5 


8.1 

12.0 
6.4 

8.2 
5.7 


4.0 


4.4 

5.1 

-10.1 
7.9 
6.2 


158 


27 


11.3 

18 

10.4 

0.1 

9.5 

6 

10.4 

4.1 

11.1 

12 

12.0 

4 

12.0 



11.9 

0.1 

11.9 

— 

11.9 

9.9 

10.7 

— 

13.6 

— 

14.2 



10.2 

0.1 

9.3 

— 

14.0 

3.9 

12.6 

— 

9.0 

— 

10.5 

— 

6.2 

0.1 

6.8 

— 

9.5 

2.8 

11.6 

— 

8.5 

— 

11.3 

18 

11.8 

0.5 

8.3 

16 

8.4 

4.8 

10.5 

21 

8.5 

10 

11.7 



12.5 

0.5 

8.3 

— 

8.2 

6.1 

10.3 

— 

9.3 

— 

11.2 

— 

11.7 

0.4 

8.3 

— 

8.7 

3.9 

10.6 

— 

7.1 

— 

13 


23 


22 


11.0 

22 

10.9 

0.4 

8.4 

18 

7.9 

4.2 

8.5 

29 

8.7 

9 

104{ 

24 

8.9 

0.5 

6.8 

17 

8.3 

2.7 

10.0 

25 

5.0 

20 

10.5 

— 

7.5 

0.5 

6.4 

— 

8.4 

2.7 

10.2 

— 

5.0 

— 

9.4 

— 

6.9 

0.6 

5.5 

— 

6.8 

2.3 

7.6 

— 

2.7 

— 

12,0 

— 

9.6 

0.5 

7.1 

— 

8.8 

3.1 

10.1 

— 

5.2 

— 

10.6 

25 

11.7 

0.4 

9J 

19 

7.7 

4.6 

lOJ 

15 

10.0 

7 

10.3 

— 

11.4 

0.4 

7.8 

— 

7.1 

4.5 

9.7 

— 

7.4 

— 

5          10.7 

— 

14.1 

0.4 

11.4 

— 

8.8 

5.0 

11.4 

— 

14.1 

— 

10.1 

26 

10.7 

0.4 

7.6 

24 

7.2 

0.8 

11.0 

13 

0.1 

28 

8.4 

— 

9.6 

0.4 

6.8 

— 

6.5 

0.9 

10.4 

— 

1.9 

— 

(          10.3 

— 

11.7 

0.4 

8.5 

— 

8.0 

0.8 

11.0 

— 

0.1 

— 

CONSUMER  GOODS- 

HOUSEHOLD: 

9.5 

27 

6.0 

0.5 

4.5 

23 

7.3 

1.6 

9J 

27 

1.1 

26 

Appliances 

10.1 

— 

3.0 

0.4 

3.1 



7.6 

1.1 

9.8 

-0.3 



Housewares  & 

Furnishings 

8.9 

— 

6.6 

0.6 

5.0 

— 

7.3 

2.4 

10.0 

— 

2.4 

— 

CONSUMER  GOODS- 

TEXTILES  &  APPAREL: 

7.9 

28 

4.5 

0.5 

4.0 

27 

6.7 

1.5 

8.6 

28 

-OJ 

29 

Apparel 

8.0 

— 

1.3 

0.6 

2.3 



6.6 

0.3 

10.1 

-2.6 



Textiles 

6.9 

— 

4.4 

0.5 

4.0 



6.2 

1.6 

6.1 



-2.8 



Shoes 

13.2 

— 

13.3 

0.4 

10.9 

— 

10.8 

3.7 

11.2 

.— 

5.6   . 

— 

TRANSPORTATION- 

— " i 

SURFACE: 

6.4 

29 

7.1 

0.6 

4.5  . 

29 

4.8 

3.5 

10.2 

24 

3.0 

25 

Railroads 

5.6 

— 

5.2 

0.6 

4.0 



3.9 

3.7 

7.6 

0.1 



Truckers 

25.1 

— 

19.9 

0.5 

10.2 



12.1 

3.8 

18.1 



20.7 



Other  Surface 

Transportation 

13.0 

— 

10.7 

0.5 

7.5 

— 

8.5 

2.0 

12.3 

— 

4.1 

— 

TRANSPORTATION- 

AIRLINES: 

5.4 

30 

3.9 

U 

2.8 

30 

3.5 

1.3 

12.0 

8 

-7.5 

30 

ALL-industry 

Medians 

11.6 

calculations 

11.7 

0.4 

8.2 

S.6 

3.9 

10.9 

7.1 

Bte:  Explanation  of  Yardstick 

on  page  42. 

def- 

Deficit. 

^^^^ 
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Two  companies  p^  month  take 
a  smous  look  at  New  Mexico. 


Among  states,  you  wouldn't  exactly 
call  New  Mexico  an  industrial  giant. 
True,  we're  fifth  in  size,  situated  in  the 
heart  of  the  big  southwest  and  richly 
endowed  with  a  labor  force  that's 
willing  and  able.  But,  on  the  other 
hand,  one.third  of  New  Mexico  is 
dedicated^-wilderness,  almost  a  quarter 
of  the  state  belongs  to  the  Indians  and 
our  population  ratio  is  a  meager  eight 
people  per  square  mile. 

That's  why  we  approach  the  job 
of  economic  development  a  httle 
differently  than  other  states.  We  tend 
to  balance  the  wisdom  of  preservation 


against  the  waywardness  of  over 
development.  We  take  a  lot  of  time 
and  deliver  a  more  detailed  study  on 
taxing,  labor,  community  support  and 
transportation. 

Since  our  economic  development 

We'd  like 
to  boost 

that  figure 
to  three. 


staff  is  seldom  overworked,  they  offer 
more  personal  attention  than  you've 
come  to  expect  from  the  hard  driving 
pressure  boys  back  east. 

If  you  belong  in  New  Mexico, 
you  wouldn't  have  it  any  other  way. 

We're  showing  New  Mexico  to 
two  other  companies.  You  could  put 
our  third  man  to  work  by  calling 
(505)  827-3101  right  now.  Or  send  a 
letter  outlining  your  concerns  in 
confidence  to:  Economic  Development 
Division,  Dept  F 
1 13  Washington  Avenue, 
Santa  Fe,N.M.    87503 


New  Mexico 

where  everybody  is  somebody 


Who's  Where 
In  Profitahility 


Capitalism,  according  to  our  dic- 
tionary, is  "the  condition  of  using  cap- 
ital for  production."  How  well  Amer- 
ican companies  have  used  their  capi- 
tal is  what  the  Forbes  Profitability 
rankings  beginning  on  this  page  are 
all  about.  They  measure  their  profit 
returns  on  both  stockholders'  equity 
capital  and  total  capital  (including 
long-term  debt).  And  they  measure 
those  returns  both  over  five  years,  for 
a  long-run  view,  and  over  the  latest 
12  months,  to  see  in  which  direction 
a  company  is  headed  currently. 

Traditionally,  the  branded-goods 
companies  have  been  the  most  efii- 
cient  capital  users  in  American  in- 
dustry. That  stands  to  reason.  They 
require  far  less  of  it  to  produce  a 
dollar  of  sales  than,  say,  a  steel  com- 


pany or  a  utility.  Then  too,  because 
of  the  brand  identification  of  their 
products,  they  can  usually  charge 
high  markups  over  cost. 

In  the  shortage-plagued  econo- 
my of  recent  years,  a  number  of  com- 
modity-type companies  have  pushed 
their  way  into  the  top  ranks  in  prof- 
itability—smaller oil  companies,  par- 
ticularly, and  coal  companies.  But 
how  long  they  will  stay  there  is  an 
open  question.  Coal  prices  are  likely 
to  remain  high  for  a  time  to  come. 
And  oil  prices?  That  depends  a  great 
deal  on  what  is  going  on  in  Wash- 
ington (see  "Energy,"  p.  150).  The 
giant  international  oils  who  enjoyed 
skyhigh  windfall  retiims  a  year  or  so 
ago  have  already  come  down  to  earth. 

But  the  branded-goods   companies 


remain  at  the  top— McDonald's  with 
its  heavily  promoted  Big  Mac  ham- 
burgers, Coca-Cola  with  its  top-sell- 
ing soft  drinks,  Avon  Products  with 
its  door-to-door  cosmetics,  the  drug 
companies  with  their  high-margined 
brand-name  medicines,  to  mention  a 
few.  They  may  not  dominate  the  Top 
25  the  way  they  once  did,  but  they 
still  make  up  the  largest  single  group 
in  the  Top  100.  Long  after  the  com- 
modity outfits  drop  back,  the  brand- 
ed-goods companies  will  still  rate  as 
the  leading  money-makers. 

Lockheed's  ranking  is  bound  to  hit 
you  right  between  the  eyes.  What's 
this  teetering  company  doing  in  third 
place  in  profitability  among  the  na- 
tion's largest  companies?  Frankly,  it 
is  a  fluke— symptomatic  not  of  suc- 
cess but  of  Lockheed's  continuing 
troubles.  Lockheed  was  forced  to  ex- 
pense the  research  and  development 
that  it  had  previously  deferred,  vir- 
tually wiping  out  its  stockholders' 
equity.  It  shows  a  spectacular  re- 
turn on  equity  because  it  has  almost 
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RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5-Year' 

Latest 

5.Year« 

Latest 

5-Year' 

Latest 

5-Year' 

Utest 

Company 

Average 

Rank 

12  Month 

t      Average 

Rank 

12  Months 

Company   j 

Average 

Rank 

12  Month 

1       Average 

Rank 

12  MontlJ 

Sigmor 

43.5% 

1 

24.50/0 

31.7% 

2 

20.0% 

Kellogg 

23.5% 

36 

27.50/0 

21.2% 

24 

25.2J 

Yellow  Freight  System 

35.8 

2 

21.9 

16.6 

67 

14.2 

Gillette 

23.5 

37 

17.9 

17.5 

53 

12.8    1 

Lockheed  Aircraft 

35.5 

3 

154.1 

5.4 

753 

9.1 

Jack  Eckerd 

23.5 

38 

17.1 

20.1 

31 

16.3 

Louisiana  Land 

34.7 

4 

29.0 

27.2 

9 

22.8 

Melville  Shoe 

23.5 

38 

21.5 

19.5 

39 

17.9 

Cook  Industries 

34.0 

5 

18.8 

21.6 

19 

12.8 

Dow  Chemical 

23.5 

40 

29.0 

14.3 

121 

17.5 

Colonial  Penn  Group 

33.5 

6 

30.2 

33.5 

1 

29.0 

Charter  Company 

23.4 

41 

19.4 

12.9 

170 

9.2 

Avon  Products 

33.2 

7 

26.3 

30.4 

3 

25.1 

Eli  Lilly 

23.3 

42 

21.3 

22.4 

18 

20.7 

BI-LO 

31.8 

8 

35.0 

28.7 

5 

31.3 

Lucky  Stores 

23.3 

43 

22.9 

15.8 

79 

163 

Northeast  Petroleum 

30.6 

9 

22.8 

15.8 

79 

14.3 

Great  Western  United 

23.2 

44 

110.4 

11.7 

232 

40.3 

Amer  Home  Products 

30.0 

10 

30.6 

30.1 

4 

30.9 

Xerox 

23.1 

45 

19.7 

18.2 

46 

14.5 

Pittston 

29.4 

11 

57.1 

20.4 

30 

42.1 

Masco 

23.0 

46 

21.9 

16.9 

62 

14.5 

Roadway  Express 

28.8 

12 

23.3 

26.8 

10 

21.3 

Louisiana-Pacific 

22.9 

47 

8.0 

13.9 

130 

5,8  ; 

Merck 

28.6 

13 

27.9 

27.5 

7 

27.5 

American  IntI  Group 

22.7 

48 

30.6 

21.0 

25 

27.3 

Schering-Plough 

28.3 

14 

26.7 

27.5 

8 

26.3 

SmithKline  Corp 

22.6 

49 

22.1 

20.8 

27 

16.3 

Northwest  Industries 

27.9 
27.7 

15 
16 

36.1 
22.2 

10.4 
9.2 

318 
419 

12.4 

McLean  Trucking 

22.5 

50 

17.9 

13.4 

150 

12.2 

Leaseway  Transportn 

8.1 

Commercial  Metals 

22.5 

51 

18.5 

17.8 

50 

15.7 

Skyline 

27.5 

17 

1.9 

27.5 

6 

2.0 

Dillon  Companies 

22.5 

52 

24.8 

17.3 

58 

20.5 

G  D  Searle 

27.3 

18 

23.4 

19.6 

38 

16.9 

Naico  Chemical 

22.3 

53 

22.8 

21.3 

23 

218 

Tesoro  Petroleum 

26.8 

19 

24.1 

19.1 

41 

17.2 

Quaker  State  Oil 

22.3 

54 

21.5 

15.8 

81 

16.2 

Westmoreland  Coal 

26.6 
26.3 

20 
21 

56.7 
15.0 

21.5 
21.6 

22 

49.1 

Loews 

22.0 

55 

17.9 

7.2 

592 

7.5 

Lowe's  Companies 

20 

11.5 

Winn-Dixie  Stores 

22.0 

56 

19.7 

21.5 

21 

19.5 

McDonald's 

26.0 

22 

24.8 

15.1 

97 

12.4 

Dun  &  Bradstreet  Cos 

22.0 

57 

20.4 

22.8 

17 

20.3 

Frederick  &  Herrud 

25.5 

23 

13.7 

19.8 

33 

9.7 

Philip  Morris 

22.0 

57 

20.5 

13.6 

145 

12.1 

Coca-Cola 

25.2 

24 

22.7 

23.2 

16 

21.3 

Fisher  Foods 

21.9 

59 

19.0 

11.3 

?56 

97 

Longs  Drug  Stores 

25.0 
24.7 

25 
26 

21.8 
17.3 

24.6 
19.0 

12 
42 

21.9 

Microdot 

21.9 

59 

17.4 

11.5 

245 

10.7 

Clorox 

13.0 

St  Joe  Minerals 

21.7 

61 

27.1 

17.5 

51 

21.9 

Lubrizol 

24.5 

2/ 

24.3 

23.8 

15 

23.5 

Baker  Oil  Tools 

21.6 

6? 

32.8 

15.5 

87 

22.1 

NVF 

24.5 

28 

15.2 

15.1 

98 

12.8 

Utah  International 

21.6 

63 

30.4 

136 

140 

19.2 

Blount 

24.4 

29 

18.1 

12.2 

208 

9.3 

AMP 

21.5 

64 

13.1 

19.6 

36 

12.1 

Briggs  &  Stratton 

24.3 

30 

16.3 

24.3 

13 

16.3 

Combined  Insurance 

21.5 

64 

22.5 

20.9 

26 

21.5 

Amerada  Hess 

24.0 

31 

16.1 

15.1 

96 

11.1 

Texas  Oil  &  Gas 

21.5 

66 

29.8 

12.7 

176 

170 

Maytag 

Fleetwood  Enterprises 

Engelhard  Min  &  Chem 

23.9 
23.9 
23.6 

32 
33 
34 

22.0 

8.2 

28.9 

23.9 
24.9 
16.8 

14 
11 
66 

21.8 

8.1 

21.9 

R  J  Reynolds  Inds 
Warner  Communicatn 
Iowa  Beef  Processors 

21.3 
21.2 
21.1 

67 
68 
69 

20.4 
19.7 
24.7 

14.6 
10.1 
12.5 

114 
348 
189 

144 

90 

14.2 

Tyler 

23.6 

34 

23.2 

11.2 

261 

12.3 

W  W  Grainger 

21.0 

70 

16.5 

17.5 

53 

__13,6j 

•  The 
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>  equity  left.  Look  at  return  on  total 
pital,  with  its  debt  added  in.  There 
)ckheed  shows  its  true  colors,  rank- 
g  in  the  bottom  one-fifth  of  the  929 
mpanies  on  the  list. 
Which  brings  us  to  an  important 
•int:  You  must  pay  attention  to  all 
ur  columns  in  this  list.  Take  the 
se  of  16th-ranked  Leaseway  Trans- 
irtation.  It  shows  an  excellent  re- 
rn  on  equity,  but  thanks  to  its  gi- 
ntic  debt  load— more  than  twice  its 
uity— it  has  a  much  poorer  return 

total  capital.  Or  take  17th-ranked 
yline  Corp.  and  33rd- ranked  Fleet- 
ed Enterprises.  The  mobile  home 
isiness  has  been  a  lot  tougher  late- 

The  more  meaningful  returns  for 
yline  and  Fleetwood  are  the  far 
ver  ones  for  the  latest  12  months, 
t  their  excellent  five-year  figures. 
So  look  at  all  four  columns.  Also, 
eck  the  Forbes  Growth  rankings  on 
ge  177.  In  order  to  locate  a  par- 
ular  company  on  these  lists,  refer 

the  "Who's  Where  In  This  Issue" 
dex  on  page  43.   ■ 
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Ywr* 

Latui 

5-Year« 

Latest 

-Year' 

Latest 

5-Year° 

Latest 

Company   Av 

•ragt 

Rank 

12  Months 

Average 

Rank 

12  Montlis 

Company     Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

innebago  Industries     1 

?i.o% 

71 

def 

20.5% 

29 

def 

White  Consolidated 

19.3% 

105 

19.9% 

9.0% 

439 

10.1% 

Petrolane      1 

IQ.S 

72 

25.8% 

13.0 

167 

15.30/0 

Beico  Petroleum 

19.2 

107 

24.9 

12.3 

201 

17.7 

Bristol-Myers      4 

10.9 

73 

22.5 

17.4 

55 

19.7 

Halliburton 

19.2 

107 

22.7 

15.6 

86 

18.0 

Scott  &  Fetzer     2 

!0.8 

74 

14.9 

20.6 

28 

12.0 

Chicago  Bridge  &  Iron 

19.2 

109 

18.0 

17.1 

60 

15.0 

Turner  Construction      / 

!0.8 

74 

17.4 

19.7 

34 

17.8 

Emerson  Electric 

19.1 

110 

18.0 

17.1 

61 

17.3 

Eastman  Kodak      2 

0.8 

76 

18.4 

19.6 

37 

17.5 

Genuine  Parts 

19.1 

111 

19.3 

19.0 

43 

19.5 

Schlumberger     2 

.0.8 

77 

28.6 

17.4 

56 

24.8 

Avnet 

19.0 

112 

18.2 

12.6 

183 

12.6 

Dover  Corp      2 

•0.7 

78 

20.6 

17.3 

57 

16.5 

Ethyl 

19.0 

112 

20.0 

10.5 

306 

11.6 

Holly  Sugar      2 

!0.7 

79 

»* 

13.9 

130 

*S: 

Willamette  Inds 

19.0 

112 

16.6 

13.2 

157 

10.9 

'lampion  Spark  Plug     2 

:o.6 

.0.6 

80 
81 

17.0 
17.0 

18.1 
19.6 

48 

35 

15.3 
14.0 

Johnson  &  Johnson 

19.0 

115 

18.2 

18.3 

45 

17.4 

Square  D      2 

Champion  Home 

18.7 

116 

def 

16.5 

69 

def 

Hygrade  Food  Prods      2 

!0.5 

82 

16.2 

13.9 

133 

13.5 

Heublein 

18.7 

117 

20.9 

13.2 

159 

14.0 

Albertson's      2 

!0.4 

83 

23.9 

14.8 

108 

16.4 

Hoover  Ball  &  Bearing 

18.7 

118 

16.2 

13.7 

137 

12.3 

Handy  &  Harman      2 

!0.3 

84 

35.8 

13.8 

136 

22.3 

Super  Valu  Stores 

18.6 

119 

18.9 

13.2 

158 

13.2 

Sterling  Drug     2 

!0.3 

85 

17.5 

18.7 

44 

16.2 

Williams  Companies 
Fedl  Natl  Mortgage 

18.6 
18.5 

120 
121 

25.0 
14.3 

10.5 
4.3 

313 
819 

13.9 

Georgia-Pacific      2 

!0.0 

86 

16.0 

9.5 

381 

8.3 

4.0 

CBS     2 

!0.0 

87 

21.5 

15.5 

89 

17.4 

Beech  Aircraft 

18.5 

122 

25.0 

12.5 

187 

17.4 

Saga  Corp      ] 

19.9 

88 

12.8 

15.4 

90 

10.2 

Procter  &  Gamble 

18.5 

123 

17.0 

15.6 

84 

13.6 

ihesebrough-Pond's      ] 

9.9 

89 

18.5 

16.1 

72 

15.1 

Univar 

18.5 

124 

25.7 

11.7 

232 

17.2 

Ohio  Casualty      1 

9.9 

89 

11.7 

19.9 

32 

11.3 

Butler  Manufacturing 
Daniel  International 

18.4 
18.4 

125 
126 

16.7 
19.4 

15.2 
P.5 

93 

51 

14.5 

itl  Minerals  &  Chem      ] 

9.8 

91 

45.2 

11.8 

229 

25.5 

17.4 

Ralph  M  Parsons      1 

9.7 

92 

28.8 

16.8 

65 

18.0 

Economics  Laboratory 

18.3 

127 

16.6 

14.0 

125 

12.0 

Pu  relator     ] 

19.6 

93 

17.4 

14.9 

102 

13.0 

Wetterau 

18.3 

127 

17.7 

15.6 

83 

12.4 

louston  Natural  Gas      ] 

19.6 

94 

30.3 

9.2 

422 

14.6 

American  Petrofina 

18.2 

129 

15.5 

15.0 

100 

13.5 

Caterpillar  Tractor      ] 

19.5 
L9.4 

95 
96 

25.8 
18.8 

15.6 
10.1 

85 
349 

18.4 
10.9 

Reliance  Electric 

18.2 

130 

26.1 

12.1 

214 

16.0 

General  Cinema      ] 

Revco  D  S 

18.2 

131 

14.3 

15.9 

77 

11.1 

Fischbach  &  Moore      ] 

19.4 

97 

16.7 

14.6 

116 

11.5 

MCA 

18.1 

132 

31.4 

15.5 

88 

30.4 

IBM      ] 

19.4 

97 

18.2 

18.2 

47 

17.7 

PepsiCo 

18.1 

133 

17.8 

12.4 

195 

11.1 

Michigan  National 

L9.4 

99 

16.9 

13.7 

139 

11.6 

So  Natural  Resources 

18.1 

134 

17.6 

9.3 

412 

8.6 

Weis  Markets      ] 

19.4 

100 

19.2 

19.3 

40 

19.2 

Copperwetd 

18.0 

135 

20.9 

13.8 

135 

17.0 

Centex     1 

19.4 

101 

4.5 

8.8 

455 

3.7 

Panhandle  Eastern 

18.0 

136 

16.7 

7.6 

543 

7.5 

Moore  Corp      ] 

19.3 

102 

20.6 

16.6 

68 

15.0 

DEKALB  AgResearch 

18.0 

137 

17.9 

14.8 

110 

14.5 

Minn  Mining  &  Mfg 

19.3 

103 

14.7 

17.8 

49 

13.5 

VF  Corp 

17.9 

138 

17.7 

15.9 

77 

15.2 

Malone  &  Hyde      ] 

19.3 

104 

20.3 

16.9 

62 

18.1 

Consol  Freightways 

17.9 

139 

10.5 

10.8 

287 

7.5 

Revlon 

19.3 

105 

18.9 

13.8 

134 

14.5 

Crane 

17.9 

140 

29.4 

9.8 

362 

17.2 

he  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks. 


def— Deficit. 


Not  available. 
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5-Yesf' 
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LatMt 

Company 

AiMrage 

Rank 

12  Months 

Average 

Rank 

12Monttn 

Company 

kverage 

Rank 

12  Months      Average 

Rank 

12  Mont 

Kings  Dept  Stores 

17.8% 

141 

14.4% 

16.8% 

64 

13.0% 

Blue  Bell 

16.0% 

207 

18.0% 

13.3% 

153 

14.6<K 

Levi  Strauss 

17.8 

142 

23.7 

15.1 

99 

18.2 

Texas  Eastern 

16.0 

20/ 

14.1 

7.0 

616 

6.8 

Union  Camp 

17.8 

143 

20.0 

11.0 

280 

12.7 

Gannett 

16.0 

209 

16.4 

12.8 

174 

147 

Oxford  Industries 

17.7 

144 

14.2 

11.4 

248 

10.4 

Hobart 

15.9 

210 

13.7 

12.0 

219 

94 

Pfizer 

17.7 

145 

17.1 

14.8 

107 

13.4 

Ashland  Oil 

15.9 

211 

19.7 

9.6 

375 

11.2 

Cameron  Iron  Works 

17.7 

146 

32.6 

10.2 

341 

18.7 

General  Motors 

15.9 

212 

9.3 

14.8 

110 

8.7 

Texasgulf 

17.7 

147 

21.9 

11.9 

224 

15.3 

Scot  Lad  Foods 

15.8 

213 

15.2 

10.9 

283 

10.7 

General  Electric 

17.6 

148 

14.9 

14.4 

118 

11.7 

Houdaille  Industries 

15.8 

214 

15.5 

11.6 

242 

12.0 

Weyerhaeuser 

17.5 

149 

12.7 

12.5 

192 

8.7 

J  P  Morgan  &  Co 

15.8 

214 

16.4 

12.5 

187 

12.5 

AMF 

17.5 

150 

11.7 

11.1 

269 

8.1 
10.9 

Texas  Instruments 

15.8 

216 

11.6 

13.6 

142 

10.6 

Rite  Aid 

17.4 

151 

12.8 

14.0 

129 

First  Penna  Corp 

15.7 

217 

13.0 

11.6 

238 

7.8 

Hewlett-Packard 

17.4 

152 

18.2 

17.2 

59 

17.7 

BankAmerica  Corp 

15.7 

218 

17.7 

13.1 

163 

13.2 

Sysco 

17.4 

153 

18.5 

14.8 

113 

13.9 

Alexander  &  Baldwin 

15.7 

219 

14.0 

12.9 

169 

12.1 

Braniff  inti 

17.3 

154 

15.2 

8.0 

514 

8.3 

Crown  Cork  &  Seal 

15.7 

219 

16.1 

12.5 

191 

13.4 

Upjohn 

17.3 

154 

15.8 

15.9 

76 

14.2 

Citicorp 

15.7 

221 

17.1 

13.0 

166 

12.0 

Whiripool 

17.3 

154 

11.6 

13.5 

147 

9.7 

Standard  Brands 

15.7 

221 

17.1 

10.7 

296 

10.5 

Squibb 

17.2 

157 

16.8 

13.0 

164 

12.8 

Amstar 

15.6 

223 

19.1 

9.5 

384 

12.1 

General  Host 

17.2 

158 

20.1 

7.0 

620 

10.5 

American  Express 

15.6 

224 

16.0 

13.3 

152 

13.7 

Enserch 

17.2 

159 

17.7 

9.3 

409 

9.4 

Dana 

15.6 

224 

16.0 

12.2 

203 

12.2 

National  Svc  Inds 

17.2 

160 

12.0 

14.5 

117 

10.1 

Eastern  Gas  &  Fuel 

15.6 

224 

23.7 

8.2 

507 

12.0 

Exxon 

17.1 

161 

16.1 

14.1 

124 

13.1 

Delta  Air  Lines 

15.6 

227 

6.7 

7.9 

527 

4.1 

Natl  Starch  &  Chem 

17.1 

161 

15.0 

14.3 

120 

11.8 

Big  Bear  Stores 

15.5 

228 

16.1 

13.7 

138 

14.5 

Adolph  Coors 

17.1 

163 

14.2 

*• 

14.1 

Eagle-Picher  Inds 

15.5 

229 

16.7 

11.2 

264 

12.0 

Ogden 

17.1 

163 

22.4 

8.3 

498 

10.1 

WmWrigleyJr 

15.5 

230 

18.6 

15.3 

91 

18.0 

Hoerner  Waldorf 

17.0 

165 

16.2 

11.6 

237 

12.1 

Tiger  International 

15.5 

231 

6.3 

8.1 

509 

3.8 

Scrivner 

16.9 

166 

22.4 

11.3 

255 

12.9 

General  Reinsurance 

15.5 

232 

13.6 

15.2 

92 

12.6 

J  Ray  McDermott 

16.9 

167 

30.3 

12.4 

198 

19.9 

Ralston  Purina 

15.5 

233 

16.5 

11.1 

269 

11.7 

Denny's 

16.8 

168 

24.0 

9.2 

414 

14.6 

Union  Carbide 

15.5 

233 

17.4 

11.2 

265 

129 

Beatrice  Foods 

16.8 

169 

16.2 

14.6 

115 

13.0 

UV  Industries 

15.5 

235 

15.1 

7.7 

540 

8.1 

Warner-Lambert 

16.8 

169 

17.6 

14.9 

101 

15.0 

Govt  Employees  Ins 

15.4 

236 

def 

16.1 

74 

def 

Edison  Bros  Stores 

16.8 

171 

19.5 

13.6 

143 

16.0 

CFS  Continental 

15.3 

237 

15.6 

11.1 

277 

10.2 

Northwestern  Steel 

16.8 

172 

11.1 

16.1 

71 

10.8 

Northern  Natural  Gas 

15.3 

238 

20.3 

7.3 

582 

10.1 

Ferro 

16.7 

173 

13.4 

13.6 

143 

11.3 

Gardner-Denver 

15.3 

239 

16.9 

14.8 

106 

13.6 

Ark  Louisiana  Gas 

16.7 

174 

17.6 

8.8 

453 

9.5 

Kerr-McGee 

15.3 

240 

19.6 

11.8 

230 

15.7 

First  InU  Bshs 

16.7 

174 

16.7 

14.9 

102 

11.8 

Archer  Danis  Midland 

15.2 

241 

21.5 

10.9 

284 

15.0 

Ingersoll-Rand 

16.7 

176 

18.0 

13.9 

132 

14.0 

LTV 

15.2 

242 

9.1 

5.3 

757 

6.7 

USLIFE 

16.6 

177 

16.0 

13.5 

146 

13.0 

Fed-Mart 

15.2 

243 

19.5 

7.6 

542 

91 

Athlone  Industries 

16.6 

178 

26.7 

8.0 

511 

12.0 

Central  &  South  West 

15.2 

244 

14.3 

7.3 

578 

69 

Transway  intI 

16.6 

179 

17.1 

14.0 

126 

13.8 

Textron 

15.2 

244 

13.2 

120 

216 

97 

General  Mills 

16.6 

180 

16.1 

11.1 

275 

11.0 

CPC  International 

15.2 

246 

17.8 

11.6 

240 

14.0 

Black  &  Decker 

16.5 

181 

11.0 

14.4 

119 

9.6 

Mercantile  Stores 

15.2 

246 

14.2 

12.4 

195 

12.0 

Diamond  Shamrock 

16.5 

182 

26.9 

10.5 

306 

15.4 

Provident  Ufe&  Ace 

15.2 

246 

15.8 

15.2 

94 

15.8 

Vulcan  Materials 

16.5 

183 

18.6 

12.0 

218 

13.4 

Texas  Commerce  Bshs 

15.2 

246 

17.1 

15.7 

82 

16.4 

Staufler  Chemical 

16.5 

184 

24.3 

118 

228 

17.0 

MGM 

15.1 

250 

28.6 

9.4 

393 

164 

Colgate-Palmolive 

16.5 

185 

19.1 

15.9 

75 

16.2 

Safeway  Stores 

15.1 

251 

17.1 

13.1 

161 

14.2 

Republic  of  Texas 

16.5 

186 

20.0 

12.8 

173 

17.8 

Dresser  Industries 

15.1 

252 

24.1 

10.2 

335 

14.6 

Carnation 

16.4 

187 

16.9 

13.4 

149 

13.5 

Texaco 

15.1 

252 

10.1 

116 

240 

78 

PACCAR 

16.4 

187 

5.9 

15.2 

95 

5.5 

Parker-Hannifin 

15.1 

254 

16.2 

10.4 

321 

10.8 

McDonough 

16.3 

189 

15.6 

11.5 

244 

12.3 

Monsanto 

15.1 

255 

16.1 

11.2 

267 

12.3 

United  Refining 

16.3 

190 

14.5 

11.9 

223 

10.2 

Merrill  Lynch  &  Co 

15.0 

256 

17.7 

14.8 

110 

16.9 

Tenneco 

16.3 

191 

18.2 

7.8 

529 

8.7 

Campbell  Taggart 

15.0 

257 

16.8 

12.5 

190 

13.3 

Oscar  Mayer 

16.2 

192 

15.6 

13.1 

160 

12.6 

Air  Prods  &  Chems 

15.0 

258 

21.8 

86 

479 

12,0 

Murphy  Oil 

16.2 

193 

13.3 

10.3 

325 

8.2 

Thiokol 

15.0 

258 

14.0 

12.3 

199 

11.5 

Gulf  &  Western  Inds 

16.2 

194 

24.4 

7.4 

572 

9.8 

Signode 

15.0 

260 

11.3 

12.0 

219 

9.1 

Deere 

16.1 

195 

17.8 

13.3 

155 

15.2 

American  Financial 

14.9 

261 

10.9 

7.2 

592 

5.4 

Nash  Finch 

16.1 

195 

19.3 

14.9 

102 

16.5 

Baxter  Labora  I  ones 

14.9 

261 

15.5 

9.2 

422 

9.8 

Jos  Schlitz  Brewing 

16.1 

197 

8.9 

12.4 

194 

6.2 

Cyprus  Mi7t!>s 

14.9 

261 

10.8 

16.2 

70 

139 

S  S  Kresge 

16.1 

197 

12.0 

14.0 

128 

99 

First  Bank  Syst    > 

14.9 

264 

14.7 

13.4 

148 

11.9 

Central  Tel  &  Utils 

16.1 

199 

16.0 

6.8 

635 

6.7 

Levitz  Furnitu 

14.9 

264 

def 

13.0 

164 

def 

Foremost-McKesson 

16.1 
16.1 

200 
200 

15.9 
15.5 

7.9 
11.0 

519 
278 

7.7 
10.5 

Natoma.. 

14.9 

266 

19.4 

11.0 

278 

15.5 

International  Nickel 

Suburban  Propane  Gas 

14.9 

266 

14.1 

9.4 

397 

91 

Norris  Industries 

16.1 

202 

13.4 

14.3 

122 

10.6 

Nashua 

14.9 

268 

4.1 

11.3 

?56 

38 

Tecumseh  Products 

16.1 

202 

11.4 

16.1 

73 

11.4 

Times  Mirror 

■4  9 

268 

12.1 

12.7 

179 

105 

Anheuser-Busch 

16.0 

204 

14.8 

12.0 

217 

10.4 

Abbott  Laboratories 

•  9 

270 

17.9 

11.2 

261 

119 

Jim  Walter 

16.0 

205 

18.4 

11.5 

245 

13.0 

Beneficial  Corp 

■) 

270 

12.0 

5.8 

715 

52 

Fleming  Companies 

16.0        206 

e  less  than  a  S-yeai 

17.5 
period  as 

13.6 

141 

14.4 

A  E  Staley  Mfs 

272 

41.4 

11.9 

224 

297 

*  The  average  return  may  b 

ootnoted  in  i 

idividual  Yardsticks. 

••  Not  available;  not  ranked 

dut- 
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It's  an  important  new  place  on  the 
gas  supply  map  for  investors  and 
customers  of  Panhandle  Eastern. 

Standing  in  160  feet  of  water, 
100  miles  out  in  the  Gulf  of 
Mexico,  Stingray  City  is  the  new 
compressor  station  completed  in 
1975  as  part  of  the  Stingray 
offshore  gas  supply  system.  A 
Panhandle  Eastern  subsidiary  is 
a  50%  owner  of  Stingray,  which 
now  has  the  capacity  to  move  one 
billion  cubic  feet  of  gas  per  day. 

It  is  the  latest  achievement  in 
the  company's  extensive  gas 
supply  development  program. 


In  fact,  in  the  past  five  years. 
Panhandle  Eastern  and  its 
subsidiaries  have  invested  ^250 
million  in  exploration,  another 
^120  million  in  new  supply 
facilities,  and  have  advanced 
*325  million  to  producers  for 
commitments  of  new  gas  reserves 
in  the  offshore.  Rocky  Mountain 
and  Mid-Continent  regions  of  the 
U.S.  In  addition.  Panhandle 
Eastern  is  involved  in  projects  to 
transport  gas  from  Alaska  and  to 
import  LNG  for  its  markets. 

Altogether,  this  is  good  news  for 
Panhandle  Eastern  customers,  its 


investors,  and  the  nation  itself,  as 
America  seeks  to  strengthen  its 
energy  position. 

For  more  information  on  how 
Panhandle  Eastern  is  meeting 
today's  challenges,  and  those  of 
the  future,  write  for  a  copy  of  our 
annual  report,  to  be  published  in 
March. 

Panhandle 

EbCIwIwI   I  I  PIPE  LINE  COMPANY 

P.O.  Box  1642,  Houston,  TX  77001 
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stingray  City 

An  aerial  view  of  final  construction  on  the  Stingray 
compressor  station,  a  man-made  island  100  miles 
from  shore,  working  around  the  clock  to  keep  newly 
discovered  natural  gas  moving  to  market. 
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Who's  Where 

in  Profitability 

I  ~  '^.^■oMHaa 

'^M 

^P 

Latest 
12  Months 

^^ 

ws 

^L      1 

Company   i 

RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

Company 

5-Year' 
Average 

Rank 

5-Year' 
Average 

Rank 

Latest 
12  Months 

iYear' 
Average 

Rank 

Latest 
12  Months 

5- Year' 
Average 

Rank 

Latest 
12  Monti 

Bank  of  New  York 

14.8% 

273 

15.0% 

11.4% 

251 

11.9% 

Campbell  Soup 

13.8% 

339 

14.1% 

13.3% 

154 

13.3% 

Congoleum 
Eaton 

14.8 

?74 

3.2 

10.9 

286 

3.1 

Masonite 

13.7 

340 

0.9 

12.5 

193 

0.9 

14.8 

274 

9.6 

10.8 

290 

7.1 

Quaker  Oats 

13.7 

340 

12.7 

10.0 

355 

9.1 

Seafirst 

14.8 

276 

16.9 

14.8 

109 

16.9 

Burroughs 

13.7 

342 

13.5 

10.4 

324 

11.1 

ARA  Services 

14.8 
14.7 

277 
278 

12.6 
21.1 

10.6 
10.3 

303 
332 

9.0 
14.2 

Zenith  Radio 

13.7 

343 

7.6 

13.4 

151 

7.3 

Cooper  Industries 
Oklahoma  Natural  Gas 

American  Natural  Gas 

13.7 

344 

13.3 

6.3 

665 

6.3 

14.7 

279 

16.8 

8.4 

491 

9.1 

No  Indiana  Pub  Svc 

13.7 

344 

11.3 

6.3 

668 

5.0 

Digital  Equipment 

14.7 

280 

13.6 

14.9 

105 

12.1 

Duquesne  Light 

13.6 

346 

12.6 

6.0 

696 

5.7 

lU  International 

14.7 

280 

14.3 

8.7 

458 

9.1 

AIco  Standard 

13.6 

34/ 

17.7 

10.3 

333 

13.1 

United  Telecom 

14.7 

280 

14.1 

6.1 

689 

5.6 
6.5 

Gerber  Products 

13.6 

347 

15.4 

13.0 

168 

13.6 

Equimark 

14.7 

283 

9.9 

9.1 

429 

Trans  Union 

13.6 

347 

8.0 

5.3 

764 

3.8 

Newmont  Mining 

14.7 

283 

8.0 

10.7 

301 

6.7 

Marathon  Oil 

13.6 

350 

12.8 

11.0 

282 

10.8 

Harsco 

14.6 

285 

19.1 

13.1 

162 

16,6 

Transco  Companies 

13.6 

351 

7.4 

5.1 

//b 

3.7 

Raytheon 

14.6 

286 

17.0 

12.7 

180 

14.7 

Bucyrus-Erie 

13.6 

352 

16.9 

12.2 

203 

13.3 

Colt  Industries 

14.6 
14.6 

287 
287 

20.2 
16.0 

9.0 
11.9 

438 
222 

11.9 
13.2 

Standard  Oil  Calif 

13.6 

352 

12.8 

11.9 

226 

11.4 

Peavey 

Western  Air  Lines 

13.6 

352 

5.5 

6.3 

670 

4.0 

Norton  Simon 

14.6 

289 

13.5 

9.5 

385 

9.1 

Florida  Power  &  Lt 

13.6 

355 

14.2 

6.7 

639 

6.4 

Becton,  Dickinson 

14.5 

290 

15.8 

10.3 

326 

12.0 

Richardson-Merrell 

13.5 

356 

13.6 

12.7 

178 

12.2 

Chromalloy  American 

14.5 

291 

11.7 

8.5 

482 

7.3 

Koppers 

13.5 

357 

18.2 

9.4 

401 

12.0 

Fidelcor 

14.5 

292 

10.6 

10.0 

350 

6.3 

Houston  Ltg  &  Power 

13.5 

358 

9.9 

7.0 

614 

5.3 

Flavoriand  Inds 

14.5 

293 

19.1 

9.8 

358 

11.2 

Howard  Johnson 

13.5 

359 

13.0 

12.8 

172 

12.4 

Cessna  Aircraft 

14.5 

294 

11.8 

10.5 

309 

9.2 

Chase  Manhattan  Corp 

13.4 

360 

15.2 

9.6 

380 

10.3 

Standard  Oil  Ind 

14.5 

294 

15.0 

11.3 

254 

11.8 

J  C  Penney 

13.4 

360 

8.0 

11.4 

250 

6.6 

Hospital  Corp  of  Am 

14.4 

296 

16.6 

7.4 

565 

7.1 

Southeast  Banking 

13.4 

360 

7.8 

9.4 

399 

4.7 

Diamond  IntI 

14.4 

297 

14.7 

12.4 

195 

12.4 
5.5 

First  Chicago  Corp 
Lane  Bryant 

13.4 
13.4 

363 
363 

14.6 
10.6 

10.8 
11.6 

291 
243 

11.0 
9.1 

A  B  Dick 

14.4 

298 

6.1 

10.5 

311 

TRW 

14.4 

299 

14.2 

10.7 

299 

9.7 

Continental  Oil 

13.4 

365 

15.4 

10.2 

339 

11.4 

Knight-Ridder  News 

14.4 

300 

9.9 

11.1 

269 

8.8 

Philadelphia  Nati 

13.4 

366 

12.6 

10.7 

301 

9.1 

Washington  Post 

14.4 

301 

11.6 

10.2 

339 

8.1 

Southland  Corp 

13.4 

366 

13.5 

9.3 

404 

9.8 

Zapata 

14.3 

302 

17.2 

7.1 

602 

8.9 

Reichhold  Chemicals 

13.4 

368 

14.2 

9.5 

385 

10.5 

Texas  Gas  Transmn 

14.3 

303 

12.4 

7.5 

555 

6.9 

Colonial  Stores 

13.3 

369 

15.8 

10.8 

293 

12.4 

Nabisco 

14.3 

304 

13.9 

10.8 

291 

9.5 

Dayco 

13.3 

369 

11.7 

6.2 

677 

5.6 

NCNB 

14.3 

305 

8.5 

8.6 

476 

4.3 

Libbey-Owens-Ford 

13.3 

371 

7.3 

12.2 

202 

6.8 

Texas  Utilities 

14.2 

306 

12.4 

7.3 

589 

6.3 

Maremont 

13.3 

371 

9.7 

9.4 

393 

7.1 

Giant  Food 

14.2 

307 

15.2 

10.3 

331 

10.6 

Hershey  Foods 

13.3 

373 

17.0 

10.4 

322 

13.8 

Kemper  Corp 

14.2 

308 

6.0 

14.0 

126 

6.0 

International  Paper 

13J 

374 

15.3 

9.3 

405 

10.2 

Connecticut  General 

14.2 

309 

12.4 

14.2 

123 

12.4 

Central  Soya 

13.3 

375 

9.4 

10.4 

318 

7.5 

Tandy 

14.2 

310 

21.4 

10.4 

318 

15.0 

Riviana  Foods 

13.3 

375 

15.0 

9.3 

412 

10.5 

Outboard  Marine 

14.1 

311 

9.3 

11.7 

231 

7.9 

Purex 

13.3 

377 

14.7 

9.4 

401 

10.5 

Pac  Gamble  Robinson 

14.1 
14.1 

311 
313 

17.9 
15.1 

12.7 
7.4 

177 
570 

16.3 
7.8 

Brunswick 

13.3 

378 

6.9 

10.1 

347 

5.5 

Peoples  Gas 

Inland  Container 

13.2 

379 

19.7 

11.7 

235 

15.1 

Continental  Illinois 

14.1 

314 

15.8 

12.5 

185 

12.4 

Super  Food  Services 

13.2 

380 

15.8 

8.6 

470 

9.7 

Cleveland  Elec  Ilium 

14.1 

315 

12.8 

7.1 

605 

6.7 

Continental  Tel 

13.2 

381 

11.0 

5.8 

717 

4.9 

Clark  Equipment 

14.0 

316 

12.9 

10.5 

316 

8.5 

Ohio  Edison 

13.2 

382 

12.3 

6.0 

694 

5.4 

Moore  McCormack  Res 

14.0 
14.0 

316 
318 

25.4 
14.8 

10.4 
11.7 

317 
234 

17.2 
12.0 

No  Illinois  Gas 

13.1 

383 

13.4 

7.1 

611 

7.0 

American  Cyanamid 

Union  Oil  California 

13.1 

384 

13.2 

8.7 

462 

8.9 

First  City  Bancorp 

14.0 

318 

14.9 

12.2 

211 

10.2 

American  Elec  Power 

13.1 

385 

11.3 

5.8 

723 

5.2 

Sun  Oil 

14.0 

320 

10.9 

9.2 

419 

7.4 

Ceco 

13.1 

386 

14.1 

9.6 

375 

10.7 

Witco  Chemical 

14.0 

321 

8.6 

9.3 

409 

6.0 

Wachovia  Corp 

13.0 

387 

12.6 

8.9 

446 

11.3 

Federated  Dept  Strs 

14.0 

322 

14.5 

12.6 

184 

12.9 

Timken  Company 

13.0 

388 

14.0 

12.9 

171 

14.2 

Otis  Elevator 

14.0 

322 

14.5 

11.3 

259 

11.6 

Carter  Hawley  Hale 

13.0 

389 

10.7 

9.4 

395 

7.3 

Household  Finance 

14.0 

324 

14.9 

6.7 

639 

6.8 

Cincinnati  G  &  E 

13.0 

389 

11.1 

6.4 

657 

5.6 

American  Brands 

14.0 

325 

12.3 

10.2 

341 

9.0 

Aveiy  Products 

13.0 

391 

6.8 

10.5 

315 

5.5 

Amfac 

13.9 

326 

13.3 

9.3 

405 

8.6 

Greyhound 

13.0 

391 

10.7 

8.5 

482 

7.5 

Amer  Broadcasting 

13.9 
13.9 

327 
327 

9.5 
13.1 

10.1 

1?,.2 

344 
209 

8.0 
11.6 

El  Paso  Company 

13.0 

393 

8.8 

5.9 

713 

5.2 

Interco 

Middle  South  Utils 

13.0 

393 

10.4 

5.6 

735 

4.7 

Mobil  Oil 

13.9 

327 

11.6 

li.5 

247 

9.1 

Illinois  Power 

13.0 

395 

14.8 

6.0 

696 

6.3 

GATX 

13.9 

330 

13.0 

7.1 

608 

6.5 

Shell  Oil 

13.0 

395 

15.2 

9.8 

360 

11.7 

Fred  Meyer 

13.9 

331 

12.5 

10.3 

328 

9.0 

General  Signal 

12.9 

397 

12.8 

12.2 

210 

10.4 

Bluebird 

13.9 

332 

13.9 

10.2 

337 

10.0 
5.9 

Perkin-Elmer 

12.9 

397 

12.5 

12.8 

175 

12.3 

Coastal  States  Gas 

13.9 

333 

11.0 

7.5 

564 

Flickinger 

12.9 

399 

14.8 

11.7 

235 

11.9 

Northwest  Bancorp 

13.8 

334 

14.6 

11.3 

258 

10.8 

Kraftco 

12.9 

400 

14.1 

11.2 

268 

11.4 

Mfrs  Hanover  Corp 

13.8 

335 

17.1 

12.1 

213 

12.9 

No  States  Power 

12.8 

401 

13.5 

5.6 

737 

5.7 

AMAX 

13.8 

336 

13.7 

9.1 

427 

9.7 

Florida  Power 

12.8 

402 

15.3 

5.5 

746 

5.7 

Public  Service  Ind 

13.8 

336 

12.7 

6.3 

668 

5.8 

Del  Monte 

12.8 

403 

17.4 

8.7 

464 

11.6 

Santa  Fe  Inti 

13.8 

e  less  than 

338 

a  5-yeai 

16.1 
period  as 

9.4 

footnoted  in 

395 
ndividua 

10.6 

Insiico 

12.8 

403 

8.6 

7.3 

581 

5.6 

*  The  average  return  may  b 

Yardsticks. 
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"Even  economists  can't 
agree  about  this  economy. 
Insurance  is  just  as  un- 
settled. Capacity  prob- 
lems and  rate  shifts  are 
making  the  seas  pretty 
choppy. 

"The  right  program,  the 
right  attention  to  cash  flow, 
loss  prevention  and  reserve 
analysis  —  we  know  this 
makes  a  difference.  And 
so  does  one  other  thing, 
your  choice  of  insurance 
broker!" 

Otis  Aldrich,V.P. 
New  York  office 


Johnson 


like  it  is 
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Who's  Where  in  Profitability 


RETURN  ON  EQUITK 


RETURNJaWttAL 


5.V««r» 

Company   AMraga 


Rank 


Latest 
12  Months 


5.Y«ar» 
Average 


Rank 


McGraw-Hill 

Skaggs  Companies 

Eltra 

CIT  Financial 

Hiram  Walker 


12.8%  403 

12.8  406 

12.7  407 

12.7  408 

12.7  409 


14.2% 
16.7 
13.4 
11.7 
9.7 


10.2%  338 

10.9  285 

11.2  263 

6.1  692 

12.2  207 


George  A  Hormel 
Guif  States  Utils 
Liberty  Natl  Life 
Lykes-Youngstown 
Ideal  Basic  inds 


12.7 
12.6 
12.6 
12.6 
12.6 


410 
411 
411 
411 
414 


11.3 
11.8 
11.8 
21.4 
12.3 


12.5 
5.7 

12.6 
5.6 

10.1 


185 
729 
181 
737 
343 


Nortrust  Corp 
Rexnord 

Rockwell  IntI 
Peabody  Gallon 
Harris  Bankcorp 


12.5 
12.5 
12.5 
12.5 
12.5 


425 
425 
425 
428 
429 


14.0 
18.2 
10.0 
12.0 
14.0 


11.4 
9.2 
8.9 

10.8 
9.8 


251 
422 
446 
289 
365 


Miles  Laboratories  12.3  449  12.7 

Wallace-Murray  m  449  12.3 

Foster  Wheeler  12.2  452  13.7 

Pillsbury  1?2  452  15.6 

Stewart-Warne'  452  11.5 

Gt  Northerr!  Nekoosa  455  14.6 

Southwestern  Life  455  14.8 

Servomatlon  \l',.  457  8.1 

Motorola  12?.  458  5.7 

Comsat  12.1  459  14.1 


7.8 
7.0 

10.6 
8.3 

12.2 


531 
614 
303 
502 
203 


8.0 
.12.2 

9.4 
10.8 
10.5 


518 
206 
392 
293 
311 


General  Foods  n.X  460  12.3 

Great  Scott  Suprmkts  12.1  461  9.9 

Avis  12.1  462  7.6 

Jewel  Companies  MX  462  9.8 

Pa  Power  &  Light  12.0  464  12.0 


9,S 

9.6 
S.8 
8.0 
6.0 


372 
378 
636 
512 
694 


Gulf  Oil  12.0  465  11.3  9.8  363 

Gould  12.0  466  14.5  9.4  391 

National  Can  12.0  467  12.0  8.7  468 

Sperry  &  Hutchinson  12.0  467  4.4  11.1  269 

Garfinckel  Brooks  Br  12.0  469  10.7  9.5  382 

Federal  Paper  Board  120  470  11.9  9.0  435 


Latest 
12  MoflMis 


11.6% 

14.0 

10.8 

5.7 

8.9 


11.0 
5.3 

11.7 
7.5 

10.2 


Browning-Ferris  Inds  12.6  415  3.6  9.7  368  3.9 

Hercules  12.6  415  3.6  10.6  305  3.4 

First  Charter  FinI  12.6  417  10.6  12.6  182  10.6 

New  York  Times  12.6  417  11.5  12.0  215  10.3 

ElduPont  12.6  419  4.4  ILl  273  4.0 

Marriott  12.6  420  9.5  6.5  655  5.1 

Walter  Kidde  12.6  421  13.4  8.9  444  8.8 

Genl  Tire  &  Rubber  12.5  422  9.8  9.4  399  7.3 

Phillips  Petroleum  12.5  423  13.8  9.7  369  11.1 

Combustion  Engineerg  12.5  424  12.8  9.6  372  9.6 


12.0 

12.5 

7.3 

9.4 

10.2 


Fluor  12.4  430  20.3  11.4  253  18.8 

HH  Robertson  12.4  430  18.7  10.5  309  14.8 

McDonnell  Douglas  12.4  432  10.2  9.4  401  9.7 

Twentieth  Centuiy-Fox  12.4  433  20.8  7.1  607  12.5 

Amsted  12.4  434  22.5  11.9  226  22.1 

Kane-Miller  12.4  434  14.4  8.6  473  10.2 

Allegheny  Power  12.4  436  12.2  6.1  684  6.1 

United  States  Shoe  12.4  436  13.5  9.7  371  10.1 

Waldbaum  12.4  438  15.5  9.8  363  12.9 

Occidental  Petroleum  12.4  439  23.8  6.8  631  10.9 

Sybron  12.4  439  YLl  9.9  357  9^ 

Universal  Leaf  12.4  439  14.9  12.0  219  14.2 

Joy  Manufacturing  12.3  442  21.0  10.2  336  17.2 

Sears.  Roebuck  12.3  443  7.5  10.8  287  6.5 

Jefferson-Pilot  12.3  444  12.0  12.3  200  12.0 

Natl  Detroit  Corp  123  445  114  10.0  354  lO^T 

Bankers  Trust  N  Y  12.3  446  12.6  9.2  419  8.6 

Columbia  Gas  System  12.3  446  11.3  6.5  650  6.0 

SheUer-Globe  12.3  446  17.7  7.9  522  9.8 

General  Tel  &  Elec  12.3  449  12.5  6.0  696  5.7 


8.1 
7.1 

11.2 
9.5 

11.4 


9.5 

14.8 

6.8 

5.3 

12.2 


9.6 
6.8 
5.9 
6.4 
5.9 


9.9 
10.0 
8.3 
4.7 
8.3 
7.5 


*  The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks. 


RETURN  ON  EQUITY 


RETURN  ON  CAPITAL 


5-Year' 
Company    Average 


Rank 


Latest 
12  Months 


5.Year* 
Average 


Rank 


Gamble-Skogmo 

12.0% 

471 

9.8% 

7.2% 

601 

6.5% 

Time  Inc 

12.0 

471 

12.0 

8.9 

446 

8.9 

Delmarva  Power  &  Lt 

12.0 

473 

10.6 

5.9 

705 

5.7 

Esmark 

12.0 

473 

14.7 

8.4 

492 

10.4 

Long  Island  Lighting 

11.9 

475 

12.3 

6.1 

682 

6.2 

Crown  Zellerbach 

WR  Grace 

Atlanta  Gas  Light 

Martin  Marietta 

Western  Bancorp 


11.9 
11.9 
11.9 
11.9 
11.8 


476 
476 
478 
479 
480 


11.5 
18.8 
13.6 
10.0 
11.1 


8.5 
8.6 
5.9 
7.8 
9.2 


487 
470 
709 
533 
418 


General  Cable 

Reserve  Oil  &  Gas 

Carolina  Pwr  &  Lt 

First  Natl  Boston 

IntI  Systems 


11.8 
11.8 
11.7 
11.7 
11.7 


486 
486 
488 
489 
490 


12.8 
17.2 
11.7 
9.9 
15.7 


9.1 

13.2 

5.6 

9.3 

10.0 


431 
156 
733 
405 
352 


Amer  Hospital  Supply  11.3 

Ball  Corp  11.3 

Bausch&Lomb  11.3 

Chemical  New  York  11.3 

So  Carolina  E  &  G  11.3 

Tektronix  11.3 

H  J  Heinz  11.3 

Zaie  11.3 

l-T-E  Imperial  11.3 

Firestone  11.2 

Brockway  Glass  11.2 

Associated  Dry  Goods  11.2 

IntI  Multifoods  11.2 

Owens-Corning  Fbrgis  1 1.2 

Getty  Oil  il  2 

Wells  Fargo  \\1 


521 
522 
523 
523 
523 

52r 

527 

527 

529 

530 


12.1 
14.6 
11.9 
13.8 
13.2 


10.7 

10.0 

9.1 

8.8 

5.6 


299 
351 
432 
451 
736 


8.0 
11.9 
6.7 
7.6 
8.2 


Anchor  Hocking  11.8  481  10.4  10.1  344  9.1 

Arizona  Public  Serv  11.8  481  13.6  6.1  682  7.2 

Champion  IntI  11.8  483  9.0  6.9  626  5.6 

Cutler-Hammer  11.8  483  11.3  9.3  408  9.3 

Federal  Co  11.8  485  17.2  10.1  344  15.1 


9.7 

13.3 

5.4 

6.0 

11.3 


Northeast  Utilities  11.7  490  11.6  5.7  725  5.6 

Capital  Holding  Corp  11.7  492  12.3  11.6  238  12.0 

Hoover  11.7  492  3.0  11.2  265  2.9 

St  Paul  Companies  11.7  492  11.7  10.7  297  10.5 

Stanley  Works  11.7  492  8.3  9.8  360  7.1 

Dart  Industries  11.7  496  104  8.8  449  8^ 

RR  Donnelley  &  Sons  11.7  497  11.9  10.5  306  10.8 

Pabst  Brewing  11.6  498  9.4  10.7  298  8.6 

Potlatch  11.6  499  12.5  8.7  466  9.6 

Safeco  11.6  500  5.1  9.7  369  4.7 

Hilton  Hotels  11.6  501  7\l  7.1  608  UA 

Sperry  Rand  11.6  501  12.9  9.1  429  9.3 

Va  Electric  &  Power  11.6  501  13.2  5.3  756  5.5 

Kellwood  11.6  504  0.9  9.2  422  2.2 

Baltimore  Gas  &  Elec  U.S  505  11.5  5.9  705  5.4 

Gt  Western  Financial  11.5  505  L6  \U.  276  tX 

Rohm  &  Haas  11.5  505  5.5  9.8  366  4.8 

Emhart  11.5  508  12.4  10.5  314  11.1 

Girard  11.5  509  10.3  8.3  498  7.2 

Morton-Norwich  11.5  509  7.9  8.5  484  6.4 

Fairchild  Camera  11.5  511  8.2  9.0  437  7.0 

IntI  Tel  &  Tel  11.5  512  8.6  8.6  473  6.7 

Harnischfeger  11.4  513  21.8  9.1  427  13.7 

Dayton  Power  &  Ught  11.4  514  12.7  6.1  692  6.3 

CleveTrustCorp  11.4  515  12.0  11.4  249  12.0 


Holiday  inns 

11.4 

515 

9.2 

7.1 

602 

6.4 

Phelps  Dodge 

11.4 

517 

5.7 

9.6 

377 

4.9 

Stop  &  Shop 

11.4 

517 

13.8 

6.3 

667 

7.6 

Castle  &  Cooke 

11.3 

519 

16.0 

8.3 

497 

11.6 

Consolidated  Foods 

11.3 

519 

1.6 

9.4 

390 

2.6 

10.0 

11.8 

8.8 

9.7 

5.9 


14.2 

14.4 

10.8 

9.3 

9.8 


11.2 
9.0 

10.8 
8.5 
8.6 


531 
532 
532 
534 
535 
536 


12.0 
8.8 

11.4 
8.1 

13.8 

11.9 


9.5 
9.1 
8.5 
8.7 
10.3 
7.8 


260 
440 
293 
480 
473 

389 
433 
486 
468 
328 
528 


13.4 

11.4 

10.2 

7.0 

7.5 

10.2 
7.2 
8.6 
6.4 

13.1 
7.2 
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If  you'll  stop  and 
thinkM  for  just  a  moment, 
you'll  I  find  we  have 
more  of  ^^  the  good  things 
in  this  country  than  anywhere 
else  in  the  world. 

Think  of  this  land.  From 
the  surf  at  Big  Sur  to  a  Florida 
sunrise.  And  all  the  places  in 
between. 

The  Grand  Canyon . . . 
the  wheat  fields  of  Kansas . . . 
Autumn  in  New  Hampshire . . . 

You  could  go  on  forever. 
But  America  is  more  than  a 
place  of  much  beauty.  It's  a 
place  for  good  times. 

It's  Saturday  night. 

It's  a  trip  down  a  dirt 
road  in  a  beat  up  old  jalopy 


It's  your  team  winning. 
It's  a  late  night  movie  you 
could  enjoy  a  thousand  times. 

And,  yes,  when  you're 
thirsty,  it's  the  taste  of 
ice-  cold  Coca-Cola.  It's  the 
real  thing. 

In  fact,  all  of  the  good 
things  in  this  country  are  real. 
They're  all  around  you, 
plainly  visible.  We  point  to 
many  of  them  in  our 
advertising.  But  you  can 
discover  many,  many  more 
without  ever  seeing  a  single 
commercial  for  Coke. 
So  have  a  bottle  of  Coke . . . 
and  start  looking  up. 


^^  (^&^^eMp^m^ 
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RETURN  ON  EQUITY 

RETURN  ON  CAPITAL 

5- Year* 

Lataat 

5-V«ar* 

Latest 

-Year* 

Latest 

5.Year» 

Latest 

Company 

Averasa 

Rank 

12  Month* 

Awraga 

Rank 

12  Month* 

Company    Average 

Rank 

12  Month* 

Average 

Rank 

12  Months 

Goodyear 

11.2% 

537 

8.9% 

8.3% 

498 

6.8% 

FMC 

10.3% 

602 

14.0% 

7.9% 

519 

9.80^ 

Pacific  Gas  &  Elec 

11.2 

537 

9.8 

5.9 

714 

5.3 

National  Industries 

10.3 

602 

20.4 

7.5 

555 

13.7 

Marine  Midland  Banks 

11.1 

539 

8.8 

7.2 

592 

5.4 

Cullum  Companies 

10.3 

605 

5.7 

7.6 

551 

4.9 

Public  Service  Colo 

11.1 

539 

13.2 

5.5 

745 

6.1 

Coca-Cola  Boting  Ny 

10.3 

606 

7.6 

12.2 

211 

6.4 

Pullman 

11.1 

539 

12.1 

8.9 

444 

9.2 

Niagara  Mohawk  Pwr 

10.3 

606 

12.1 

5.1 

775 

5.6 

Brown  Group 

11.1 

542 

5.7 

10.0 

352 

5.1 

National  Airiines. 

10.3 

608 

4.7 

5.3 

759 

3.4 

ACF  Industries 

11.1 

543 

12.2 

6^ 

653 

6.7 

Brooklyn  Union  Gas 

10.2 

609 

10.7 

5.8 

721 

6.0 

Crocker  Natl  Corp 

11.1 

543 

11.2 

7.3 

590 

7.1 

NLT 

10.2 

609 

10.7 

10.3 

333 

10.7 

Oil  Shale 

U.l 

545 

17.3 

7.0 

619 

8.5 

Ford  Motor 

10.2 

611 

1.3 

9.0 

435 

1.8 

General  Dynamics 

11.1 

546 

17.2 

8.6 

470 

14.1 

ASARCO 

10.2 

612 

4.1 

9.2 

422 

3.7 

Commonwealth  Edison 

11.1 

547 

9.9 

5.5 

749 

5.0 

Seaboard  Alld  Millng 

10.2 

612 

7.8 

8.0 

512 

6.1 

National  Distillers 

U.l 

547 

12.2 

7.7 

539 

9.2 

So  Calif  Edison 

10.2 

614 

10.7 

5.8 

715 

5.9 

New  England  Electric 

11.1 

547 

11.7 

5.5 

742 

6.1 

General  Public  Utils 

10.2 

615 

10.5 

5.0 

778 

4.8 

RHMacy 

11.1 

547 

10.9 

6.9 

624 

7.1 

Havatampa 

10.1 

616 

11.1 

9.2 

414 

9.8 

Certain-teed  Prods 

11.1 

551 

6.0 

8.7 

459 

5.5 

Talley  Industries 

10.1 

616 

10.7 

7.3 

580 

6.5 

Allied  Chemical 

11.1 

552 

10.8 

7.7 

535 

7.9 

Union  Electric 

10.1 

616 

11.7 

5.5 

744 

5.7 

New  England  G  &  E 

11.1 

552 

10.3 

5.4 

752 

5.0 

Arthur  G  McKee 

10.1 

619 

19.5 

8.5 

484 

16.9 

Investors  Div  Svcs 

11.0 

554 

3.8 

7.8 

532 

3.3 

Collins  &  Aikman 

10.1 

620 

3.8 

8.7 

461 

3.8 

Crum  &  Forster 

11.0 

555 

8.7 

10.4 

323 

8.5 

Hyster 

10.1 

621 

7.3 

8.7 

465 

6.6 

Westvaco 

11.0 

556 

11.0 

7.4 

566 

7.9 

Borden 

10.1 

622 

11.1 

7.9 

524 

8.3 

Central  Steel  &  Wire 

11.0 

557 

16.2 

10.3 

326 

15.3 

Marsh  Supermarkets 

10.1 

623 

10.7 

&0 

514 

7.8 

Gray  Drug  Stores 

11.0 

557 

11.7 

9.2 

414 

9.4 

Scovill  Mfg 

10.1 

623 

1.9 

7.2 

592 

3.1 

Bendix 

10.9 

559 

11.8 

8.8 

451 

9.4 

Bethlehem  Steel 

10.0 

625 

11.6 

8.0 

514 

9.2 

Inland  Steel 

10.9 

559 

11.2 

7.9 

522 

8.0 

Teledyne 

10.0 

626 

13.5 

7.1 

613 

7.5 

H  F  Ahmanson 

10.9 

561 

7.8 

ILl 

274 

7.8 

Lone  Star  industries 

10.0 

627 

7.8 

7.3 

587 

5.7 

Johnson  Controls 

10.9 

562 

8.2 

9.2 

417 

7.1 

Consol  Natural  Gas 

10.0 

628 

10.6 

6.6 

649 

6.8 

Walt  Disney 

10.9 

562 

11.1 

9.6 

372 

9.5 

U  S  Fidelity  &  Gty 

10.0 

629 

11.0 

9.8 

359 

10.5 

Owens-Illinois 

10.8 

564 

10.7 

7.2 

598 

6.7 

American  Tel  &  Tel 

10.0 

630 

10.1 

6.4 

661 

5.9 

Signal  Companies 

10.8 

564 

7.6 

7.8 

529 

5.9 

Marshall  Field 

9.9 

631 

8.3 

8.7 

466 

7.1 

Marcor 

10.8 

566 

10.8 

6.1 

684 

6.2 

Dravo 

9.9 

632 

12.0 

7.4 

570 

6.6 

Charter  New  York 

10.8 

567 

13.2 

7.5 

563 

8.8 

Philadelphia  Electric 

9.9 

633 

9.1 

5.2 

767 

4.6 

Carpenter  Technology 

10.8 

568 

14.3 

9.4 

397 

12.6 

Walgreen 

9.9 

634 

8.3 

7.4 

572 

6.2 

Southern  Company 

10.7  ' 

569 

12.7 

4.9 

784 

5.1 

A-T-0 

9.8 

635 

11.7 

7.3 

588 

7.8 

Carborundum 

10.7 

570 

12.5 

9.1 

434 

10.6 

Armstrong  Cork 

9.8 

635 

6.0 

8.6 

477 

5.1 

Rich's 

10.7 

570 

7.8 

8.7 

459 

6.3 

Reeves  Brothers 

9.8 

635 

4.9 

7.6 

547 

4.6 

Security  Pacific 

10.7 

572 

11.0 

10.3 

328 

8.8 

Fruehauf 

9.8 

638 

7.3 

7.3 

584 

6.1 

Massey-Ferguson 

10.7 

573 

15.6 

8.1 

508 

10.4 

Amtel 

9.8 

639 

14.0 

7.4 

574 

8.7 

Amer  Hoist  &  Derrick 

10.7 

574 

16.0 

6.6 

643 

8.6 

Wheelabrator-Frye 

9.8 

639 

12.7 

7.8 

533 

10.0 

Mead 

10.7 

575 

11.4 

7.1 

605 

7.5 

Boston  Edison 

9.8 

641 

8.0 

4.7 

792 

4.4 

Alterman  Foods 

10.7 

576 

9.7 

8.8 

455 

7.3 

Airco 
Allied  Stores 

9.8 
9.7 

642 
643 

14.6 
12.1 

6.2 
6.1 

678 
686 

9.6 

Chic  Pneumatic  Tool 

10.6 

577 

12.0 

11.0 

281 

12.8 

7.5 

Maryland  Cup 

10.6 

577 

10.0 

7.2 

597 

7.2 

Globe-Union 

9.7 

644 

9.1 

8.2 

503 

7.1 

U  S  Home 

10.6 

577 

def 

6.4 

661 

def 

Midland-Ross 

9.7 

644 

14.8 

7.5 

558 

10.9 

Northrop 

10.6 

580 

14.7 

7.5 

558 

10.9 

Morrison-Knudsen 

9.7 

644 

11.0 

7.9 

524 

7.1 

Pub  Svc  Elec  &  Gas 

10.6 

581 

9.7 

5.3 

759 

4.9 

Bell  &  Howell 

9.7 

647 

6.6 

8.3 

498 

5.3 

Interiake 

10.6 

582 

13.8 

8.5 

480 

10.7 

Johns-Manville 

9.7 

647 

6.2 

8.8 

449 

5.1 

Sunbeam 

10.6 

582 

8.7 

8.7 

462 

6.9 

Cummins  Engine 

9.7 

649 

4.9 

7.1 

611 

4.1 

Wisconsin  Elec  Power 

10.6 

582 

10.2 

6.0 

699 

6.1 

INA 

9.6 

650 

7.4 

9.6 

379 

7.3 

N  Y  State  Elec  &  Gas 

10.6 

585 

10.9 

5.8 

721 

6.0 

Trane 

9.6 

651 

8.0 

8.3 

495 

6.6 

Jonathan  Logan 

10.6 

586 

2.3 

8.2 

506 

2.4 
8.0 

United  States  Steel 

9.6 

651 

13.8 

7.5 

562 

10.9 

Mellon  National  Corp 

10.6 

586 

10.9 

9.9 

356 

Atlantic  Richfield 

9.6 

653 

9.7 

7.7 

540 

7.3. 

National  Fuel  Gas 

10.6 

586 

9.7 

6.6 

648 

5.9 

Riegel  Textile 

9.6 

653 

10.6 

6.7 

642 

7.5 

Metromedia 

10.5 

589 

10.4 

7.3 

582 

7.5 

Lincoln  Natl  Corp 

9.6 

655 

6.2 

9.3 

409 

6.8 

St  Regis  Paper 

10.5 

589 

12.5 

7.5 

553 

8.8 

Allegheny  Ludlum  Ind 

9.5 

656 

10.4 

6.9 

622 

7.4 

Amer  GenI  Insurance 

10.5 

591 

10.5 

9.5 

387 

9.1 

Bemis 

9.5 

657 

5.8 

7.5 

558 

5.2 

Armco  Steel 

10.5 

592 

11.8 

7.3 

577 

8.2 

Green  Giant 

9.5 

657 

7.7 

6.7 

638 

5.1 

PPG  Industries 

10.5 

592 

8.7 

7.9 

519 

6.5 

Potomac  Elec  Power 

9.5 

659 

7.6 

5.9 

705 

5.1 

Aetna  Life  &  Cas 

10.5 

594 

6.0 

9.5 

382 

5.1 

Anderson-Clayton 

9.5 

660 

12.6 

8.0 

514 

10.5 

Hanna  Mining 

10.5 

595 

15.3 

9.5 

388 

13.1 

Dean  Foods 

9.4 

661 

15.8 

7.6 

547 

12.1 

N  L  Industries 

10.5 

595 

9.3 

7.4 
8.9 

566 
443 

7.1 
4.7 

Richmond  Corp 

9.4 

662 

3.7 

9.7 

367 

3.9 

Citizens  &  Southern 

10.5 

597 

5.4 

Superior  Oil 

9.4 

663 

13.5 

8.4 

492 

11.9 

Kimberiy-Clark 

10.4 

598 

14.0 

8.4 

492 

10.6 

Southern  Railway 

9.3 

664 

8.4 

5.6 

732 

5.1 

Thrifty  Drug  Stores 

10.4 

599 

7.3 

8.2 

505 

6.1 

Fingerhut 

9.3 

665 

def 

7.6 

552 

def 

Studebaker-Worthngtn 

10.4 

600 

8.2 

7.4 

5C5 

5.9 

Sherwin-Williams 

9.3 

665 

10.6 

7.4 

569 

8.6 

May  Dept  Stores 
Corning  Glass  Works 

10.4 
10.3 

e  less  thai 

601  10.4 

602  3.6 

1  a  5-year  period  as 

7.3 

9.0 

590 
440 

7.0 
3.7 

Continental  Corp 
Liggett  &  Myers 

9.3 
9.3 

667 
667 

10.2 
9.8 

8.4 
7.9 

489 
526 

9.3 
8.0 

•  The  average  return  may  b 

footnoted  i 

n  indivici 
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The  Pines:  a  special  commission  design  now  in  private  collection 


How  to  commission  a  unique  design  in  Steuben  Glass 


Steuben  Glass  is  a  small  Ameri- 
can enterprise  known  for  its 
excellence    of    design,    material 
and'craftsmanship. 

It  has  been  a  part  of  Corning 
Glass  Works  since  1918. 

In  addition  to  making  a  wide 
selection  of  crystal  bowls,  drink- 
ing glasses  and  ornamental  ob- 
jects, Steuben  offers  the  services 


of  its  designers  and  craftsmen 
to  those  wishing  to  commission 
a  special  trophy  or  commemora- 
tive piece. 

Five  such  commissions  can  be 
accepted   each   year.   The   mini- 
mum fee  is  now  $25,000;   the 
minimum   production   time,   six 
months. 

The  result  is  a  unique  exam- 


ple of  the  glassmaker's  art  made 
for  the  exclusive  use  of  the  origi- 
nal purchaser. 

Mr.  James  A.  Thurston,  vice 
president  of  Steuben,  welcomes 
consultation  as  to  subjects  suit- 
able for  special  commission  de- 
signs   in    crystal.    He    may    be 
reached  at  the  address  and  tele- 
phone number  below. 


STEUBEN   GLASS 

A  PART  OF  CORNING  GLASS  WORKS  SINCE  1918 
FIFTH  AVENUE  AT  56th  STREET,  NEW  YORK,  N.Y.  10022  •  (212)  752-1441 


who's  Where  in  Profitability 

" 

\  mm 
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>                    5 

RETURN  ON  EQUITY    1 

RETURN  ON  CAPITAL 

5-Year* 

Latest 

5-Year» 

Latest 

Year* 

Latest 

SYear* 

Latest 

Company 

Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

Company     Average 

Rank 

12  Months 

Average 

Rank 

12  Months 

North  Amer  Philips 

9.3% 

669 

6.5% 

7.&% 

546 

4.1% 

Chubb 

8.0% 

735 

1.9% 

8.2% 

503 

2.2%  . 

Washington  Natl  Corp 

9.3 

670 

5.8 

9.0 

442 

5.8 

Carrier 

8.U 

/36 

2,0 

6.5 

651 

2.6 

Travelers 

9,3 

671 

5.9 

8.8 

453 

5.8 

Marathon  Mfg 

8.0 

/36 

21.8 

5.0 

778 

10.9 

Cities  Service 

9.2 

672 

8.2 

7.6 

547 

7.1 

Wheeling-Pitts  Steel 

8.0 

736 

5.9 

6.2 

678 

5.2 

Continental  Can 

9.2 

672 

11.7 

6.8 

631 

8.4 

Kennecott  Copper 

8.0 

739 

2.3 

7.1 

602 

3.0 

Envirotech 

9.2 

674 

9.3 

8.4 

490 

7.4 

Clark  Oil  &  Refining 

8.0 

740 

def 

6.0 

701 

def 

Fairmont  Foods 

9.2 

675 

11.4 

7.2 

596 

8.3 

IntI  Harvester' 

8.0 

741 

10.3 

6.6 

646 

8.0 

Pennwalt 

9.2 

675 

12.8 

7.5 

554 

9.4 

American  Stores 

7.9 

742 

12.0 

6.7 

637 

9.7 

Honeywell 

9.2 

677 

6.0 

6.3 

673 

4.8 

Pitney-Bowes 

7.9 

743 

18.4 

5.8 

718 

12.1 

San  Diego  Gas  &  Elec 

9.2 
9.1 

677 
679 

3.7 
8.3 

5.8 
5.6 

720 
734 

3.6 
4.9 

G  C  Murphy 

7.9 

744 

8.0 

6.4 

658 

6.4 

So  New  England  Tel 

Burlington  Inds 

7.9 

745 

4.5 

6.2 

675 

4.0 

Triangle  Industries 

9.1 

679 

9.0 

6.5 

652 

6.7 

Ex-Cell-0 

7.8 

/46 

10.1 

6.6 

646 

8.9 

Del  E  Webb 

9.1 

681 

4.2 

6.4 

660 

3.7 

Alcoa 

7.8 

747 

5.8 

5.4 

754 

4.3 

First  Wisconsin  Corp 

9.1 

682 

7.4 

7.1 

608 

5.1 

Standard  Oil  Ohio 

7.8 

748 

9.7 

6.1 

689 

6.2 

Scott  Paper 

9.1 
9.1 

683 
684 

10.2 
8.5 

7.0 
7.5 

618 
555 

7.4 
7.1 

Hart  Schaff  &  Marx 

7.7 

749 

4.8 

6.7 

641 

4.5 

Seagram 

West  Point-Pepperell 

7.7 

750 

8.8 

7.0 

616 

7.9 

National  Steel 

9.0 

685 

7.0 

6.9 

623 

5.5 

City  Investing 

7.7 

751 

2.2 

6.1 

686 

3.8 

Carson  Pirie  Scott 

9.0 

686 

10.7 

6.1 

688 

6.9 

Harris  Corp 

7.6 

752 

1.7 

6.3 

670 

2.2 

GAF 

9.0 

686 

9.0 

5.9 

705 

5.7 

Northwest  Airlines 

7.6 

753 

7.1 

5,2 

770 

5.3 

Chemetron 

9.0 

688 

18.3 

6.8 

629 

12.4 

Seaboard  Coast  Line 
Uniroyal 

7.6 
7.6 

753 
755 

5.1 
4.9 

5.5 
5.3 

740 
764 

4.1 
4.2 

F  W  Woolworth 

9.0 

688 

8.4 

7.2 

600 

6.4 

Simmons 

8.9 

690 

6.6 

7.7 

535 

5.0 

Flintkote 

7.5 

756 

5.6 

5.8 

723 

4.4 

Babcock  &  Wilcox 

8.9 

691 

10.8 

7.3 

578 

6.8 

Sun  Chemical 

7.5 

757 

def 

4.8 

791 

def 

McGraw-Edison 

8.9 

692 

8.4 

8.6 

478 

7.6 

Celanese 

7.5 

758 

6,4 

5.7 

730 

5.3 

U  S  Industries 

8.9 

693 

def 

8.1 

510 

0.4 

Fairchild  Industries 

7.5 

759 

5.3 

5.7 

727 

4.5 

Duke  Power 

8.9 

694 

8.1 

4.7 

794 

4.1 

Republic  Steel 

7.4 

760 

9.2 

6.1 

689 

7.6 

Crown  Central  Petrol 

8.9 

695 

4.8 

6.9 

626 

5.1 

Amer  Re-Insurance 

7.3 

761 

def 

7.4 

574 

def 

Southwest  Forest  Inds 

8.9 

695 

4.5 

6.3 

666 

3.9 

Cabot 

7.2 

762 

def 

6.0 

699 

def 

Dayton-Hudson 

8.8 

697 

10.5 

6.3 

672 

7.1 

BanCal  Tri-State 

7.2 

763 

6.2 

4.5 

805 

4.0 

Hammermill  Paper 

8.8 

698 

9.7 

6.0 

703 

6.7 

Kaufman  &  Broad 

7.2 

763 

def 

4.3 

818 

def 

Magic  Chef 

8.8 

698 

def 

7.6 

543 

def 

Zayre 

7.2 

763 

0.1 

5.0 

781 

2.1 

Monfort  of  Colorado 

8.8 

698 

25.5 

7.7 

535 

18.3 

Budd 

7.1 

766 

3.4 

5.8 

718 

3.0 

United  Technologies 

8.8 

698 

15.6 

6.1 

681 

10.6 

Ludlow  Corp 

7.0 

767 

def 

5.9 

711 

0.6 

Kroger 

8.8 

702 

9.3 

7.2 

598 

7.2 

Dillingham 

6.9 

768 

10.3 

4.7 

792 

6.2 

Detroit  Edison 

8.8 

703 

8.4 

4.8 

790 

4.5 

Fieldcrest  Mills 

6.9 

769 

3.3 

5.5 

739 

3.3 

American  Natl  FinI 

8.8 

704 

9.7 

8.8 

455 

9.7 

Westinghouse  Elec 

6.9 

770 

1.8 

5.9 

711 

2.3 

Pacific  Lighting 

8.8 

704 

8.9 

5.5 

747 

5.2 

Mohasco 

6.9 

771 

3.0 

5.9 

709 

3.2 

Borg-Warner 

8.8 

706 

5.4 

7.7 

538 

4.8 

American  Can 

6.8 

772 

10.2 

5.1 

774 

7.2 

Kaiser  Alum  &Chem 

8.6 

707 

14.9 

5.5 

747 

8.2 

ConAgra 

6.8 

773 

31.2 

5.0 

777 

13.0 

United  States  Gypsum 

8.6 
8.6 

707 
709 

3.7 
4.7 

7.5 
6.0 

561 
701 

3.5 
4.2 

Interstate  Brands 

6.8 

773 

12.2 

5.3 

759 

8.4 

Alcan  Aluminium 

General  Cigar 

68 

775 

7.1 

6.2 

680 

6.1 

Lear  Siegler 

8.6 

709 

12.7 

7.3 

584 

8.3 

USM 

6.7 

776 

7.9 

5.2 

768 

5.6 

Lukens  Steel 

8.6 

709 

11.3 

7.3 

584 

9.3 

Federal-Mogul 

6.6 

777 

0.8 

6.2 

675 

1.6 

Akzona 

8.6 

712 

def 

6.5 

653 

0.8 

Cannon  Mills 

6.5 

778 

7.3 

6.5 

655 

7.3 

Sundstrand 

8.5 

713 

14.2 

6.0 

703 

7.9 

Koehring 

6.4 

779 

7.6 

5.4 

750 

5.9 

Allied  Products 

8.5 

714 

0.7 

5.7 

730 

1.6 

Rose's  Stores 

6.4 

780 

def 

6.9 

624 

def 

Pet 

8.5 

715 

9.5 

6.6 

644 

7.0 

Norfolk  &  Western  Ry 

6.4 

781 

7.5 

3.9 

835 

4.5 

National  Gypsum 

8.5 

716 

6.4 

7.0 

620 

5.3 

Santa  Fe  Industries 

6.4 

781 

7.0 

4.5 

804 

4.4 

Arvin  Industries 

8.5 

717 

3.9 

6.4 

663 

3.6 

Union  Pacific 

6.4 

783 

7.1 

4.8 

787 

5.4 

Polaroid 

8.3 

718 

7.4 

8.3 

496 

7.4 

Armstrong  Rubber 

6.3 

784 

4.1 

5.2 

772 

4.0 

Fuqua  Industries 

8.3 

719 

0.2 

6.2 

674 

2.3 

Reynolds  Metals 

6.2 

785 

8.0 

4.1 

825 

5.0 

Norton 

8.3 

720 

8.3 

7.4 

574 

7.3 

Macmillan 

6.2 

786 

5.3 

5.5 

742 

5.1  ■ 

RCA 

8.3 

720 

8.0 

5.5 

741 

5.6 

H  K  Porter 

6.1 

787 

10.9 

5.7 

728 

9.5 

Interpace 

8.3 

722 

10.2 

6.8 

631 

7.8 

Alexander's 

6.0 

788 

8.4 

4.1 

823 

5.0 

Consumers  Power 

8.3 
8.3 

723 
723 

8.4 
7.7 

4.4 
8.5 

809 
487 

4.2 
7.7 

UOP 

6.0 

789 

5.3 

4.4 

812 

4.6 

Nationwide  Corp 

B  F  Goodrich 

6.0 

790 

4.3 

5.2 

768 

3.9 

Spencer  Foods 

8.2 

725 

0.1 

4.7 

795 

2.2 

Keystone  Consolidated 

6.0 

790 

8.7 

4.8 

787 

7.0 

Stokely-Van  Camp 

8.2 

725 

10.0 

6.9 

628 

7.2 

General  Instrument 

5.9 

792 

3.4 

5.0 

781 

3.9 

Cone  Mills 

8.2 

727 

12.0 

7.6 

545 

10.6 

Interstate  United 

5.8 

793 

5.8 

5.3 

755 

6.2 

Consolidated  Edison 

8.2 

728 

10.1 

4.7 

796 

5.3 

Grand  Union 

5.7 

794 

5.3 

5.3 

759 

4.7 

Inmont 

8.2 

729 

7.1 

6.8 

631 

6.1 

Southern  Pacific 

5.7 

79T 

3.6 

4.0 

828 

2.8 

Warnaco 

8.2 

730 

def 

6.4 

658 

0.5 

American  Motors 

5.7 

796 

def 

5.4 

751 

def 

Wickes 

8.1 

731 

1.2 

6.8 

629 

2.0 

Boeing 

5.7 

796 

7.9 

4.8 

789 

7.1 

Transamerica 

8.1 

732 

6.5 

6.4 

663 

5.4 

IC  Industries 

5.6 

798 

5.2 

4.4 

810 

3.8 

J  Weingarten 

8.1 

733 

11.7 

6.6 

645 

8.5 

DeSoto 

5.5 

799 

def 

5.0 

778 

def 

Supermarkets  General 

8.0 

734 

1.9 

5.7 

725 

3.2 

SCM 

5.5 

799 

8.8 

802 

6.4 

*  The  average  return  may  be 

less  than 

a  5year 

period  as  footnoted  in  individual  Yardsticks. 
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ADVERTISING  FACT: 


Since  Esquire  is  repositioning  itself  in 
the  male  magazine  market,  this  is  the 
time  to  put  your  money  where  your 
audience  is— grandstand  your  products 
to  the  man  who  wants  to  know  more 
than  the  score! 


EDITORIAL  FACT: 


Quote,  New  York  Times,  October  30, 1975:  "Esquire  Magazine,  which  cut  its 
circulation  guarantee  by  100,000  in  October,  will  cut  it  by  150,000  in  March 
to  a  nice  round  1  million  — its  'natural  circulation.' 

"The  magazine  is  out  to  reposition  itself  and  one  of  the  steps  it  has  taken  was 
to  remove  in  September  The  Magazine  for  Men"  cover  line." 


DOLLAR 
FACT: 


4  COLOR  PAGE 

$11,700 

$1 4,000+1 0°o  Bleed 


1976  RATE  BASE 

1.380,000 

1,000,000 


ABC  TOTAL  PAID 

6/30/73         6/30/74  6/30/75 

1,326.084  1.376,685  1,360.114 

1,260,250  1,279,364  1,238,525 


.-tow  A  iupmt  •mrf  Tht  IS«  OwiM 


-■•  Coil  »•  (Vo««l  0< 


THE  BOTTOM  LINE: 


\PU^  Rate  Base  CPM  $8.48  4CP  Bleed 
e»c|ubK£  Rate  Base  CPM  $15.40  4CP  Bleed 
>     SAVE  $6.92  per  1000  paid  circulation.  Sport  now  and  as  always, 
"A  MAGAZINE  FOR  MEN." 


Who's  Where  in  Profitability 


RETURN  ON  EQUITY 


RETURN.ON  CAPITAL 


Company 


5-Y«ar» 
Awrase 


Rank 


Latest 
12  Months 


5-Year' 
Average 


Rank 


McLouth  Steel 

Roper  Corp 

NCR 

Saxon  Industries 

UAL 


5.5%  801 

5.4  802 

5.4  803 

5.4  804 

5.4  805 


6.40/0 
5.3 
11.3 
4.8 
3.9 


A  0  Smith  5.2 

Phillips-Van  Heusen  5.1 

Cerro  5.1 

Cyclops  5.1 

Pueblo  International  5.1 


806 
807 
808 
809 
810 


1.5 
1.7 
def 
def 
def 


Questor  5.1 

J  P  Stevens  5.0 

Vornado  5.0 

Singer  5.0 

St  Louis-San  Fran  Ry  4.9 


811 
812 
813 
814 
815 


def 
4.4 
1.5 
def 
3.2 


Penn-Dixie  Inds 

Allis-Chalmers 

Grumman 

Western  Union 

Goldblatt  Brothers 


4.1 
4.0 
3.9 
3.9 
3.9 


831 
832 
833 
834 
835 


2.4 
6.2 
24.1 
6.0 
2.0 


Olin  Corp 

Pneumo  Corp 

Ryder  System 

SCOA  Industries 

Sav-A-Stop 


3.9 
3.8 
3.7 
3.6 
3.5 


836 
837 
838 
839 
840 


11.8 

17.4 
def 

12.6 
def 


Dan  River 

Litton  Industries 

Thriftimart 

Bergen  Brunswig 

Cluett,  Pea  body 


1.7 
1.6 
1.5 
1.4 
1.3 


856 
857 
858 
859 
860 


def 
4.1 
0.3 
7.6 
def 


4.6% 

5.2 

4.9 

4.2 

3.5 


4.7 
4.4 
5.2 
4.0 
4.1 


5.3 
4.3 
4.4 
5.3 
3.4 


4.0 
3.6 
0.3 
3.5 
3.6 


4.1 
4.7 
3.5 
4.6 


2.3 
2.5 
1.7 
4.0 
2.8 


799 
766 
785 
822 
844 


797 
811 
773 
830 
824 


758 
817 
815 
763 
845 


830 
841 
883 
843 
839 


826 
797 
842 
799 


864 
860 
871 
832 
859 


Latest 

12  Months 


5.2% 

4.0 

8.1 

3.9 

2.8 


2.1 
2.4 
1.5 
def 
def 


1.5 
4.0 
2.7 
def 
2.7 


General  Refractories  4.9  816  10.0  4.6  801  8.1 

Kaiser  Industries  4.9  817  8.2  4.9  786  7.8 

United  Merch  &  Mfrs  4.8  818  def  4.5  806  def 

Curtiss-Wright  4.7  819  8.2  5.0  783  8.2 

Cincinnati  Milacron  4.7  820  6.4  4.2  820  4.7 


Commonwealth  Oil  Rfg  4.7  820  def  4.5  802  def 

Control  Data  4.7  822  1.6  4.2  821  2.6 

Chessie  System  4.6  823  6.2  3.3  847  4.4 

Di  Giorgio  4.6  824  def  4.5  807  def 

Springs  Mills  4.5  825  1.5  4.4  815  2.3 

Automation  Inds  4.5  826  107  4.1  826  8^ 

Shop  Rite  Foods  4.4  827  2.5  5.2  770  3.9 

Peoples  Drug  Stores  4.4  828  0.3  3.8  836  0.7 

Amer  Chain  &  Cable  4.4  829  5.6  4.0  828  4.7 

Rohr  Industries  4.3  830  def  4.4  812  def 


3.1 
5.1 
11.6 
4.1 
2.3 


8.9 
11.6 
0.6 
8.5 
0.5 


Fibreboard  3.4  841  def  3.1  855  def 

M  Lowenstein  &  Sons  3.3  842  def  3.8  837  def 

Ubby,  McNeill  3.2  843  5.0  3.1  852  4.8 

Varian  Associates  3.1  844  6.0  3.1  857  5.5 

Hanes  3.1  845  def  3.6  840  def 

Bunker-Ramo  3.0  846  def  4.4  812  1.0 

Continental  Airiines  3.0  847  def  3.3  849  1.5 

Areata  National  2.9  848  11.8  3.7  838  9.0 

Adgraph  Multigraph  2.8  849  2.5  3.1  853  3.0 

Victor  Comptometer  2.8  849  def  3.3  848  def 

Food  Fair  Stores  2.6  851  def  H  855  05^ 

Whittaker  2.5  852  1.6  3.3  850  3.3 

Buriington  Northern  2.3  853  2.2  2.3  862  2.3 

American  Standard  2.2  854  11.4  3.9  833  7.7 

Chrysler  1.9  855  def  2.5  861  def 


def 
4.0 
0.6 
7.1 
def 


Boise  Cascade  1.2  861  8.3  1.7  871  5.9 

Tappan  1.0  862  def  1.8  870  def 

Evans  Products  0.9  863  def  3.0  858  def 

Foodarama  Supermkts  0.8  864  11.9  1.7  873  9.7 

Revere  Copper  0.7  865  def  2.0  868  0.3 


•  The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  Yardsticks. 


RETURN  ON  EQUITY 


RETURN  ON  CAPITAL 


5-year' 
Company    Average       Rank 


Latest  5-Year* 

12  Months      Average       Rank 


Latest 
12  Months 


Fedders 

Allegheny  Airlines 

F  &  M  Schaefer 

Borman's 

Wean  United 


0.4%  866 

0.3  867 

def  868 

def  869 

def  870 


def 

def 

def 

4.3% 

6.4 


2.3%  862 

3.2  851 

2.2  865 

0.3  882 

2.2  866 


def 

def 

2.3% 

3.6 

5.1 


White  Motor  def  871  def 

CNA  Financial  def  872  1.0 

Chicago  Milwaukee  def  873  def 

American  Airiines  def  874  def 

Avco  def  875  def 


Trans  Worid  Airiines  def  876  def 

Anaconda  def  877  def 

Rapid-American  def  878  def 

United  Brands  def  879  0.1 

First  Natl  Stores  def  880  1.0 


0.9 

879 

def 

1.6 

874 

2.4 

0.3 

884 

def 

0.5 

880 

def 

3.4 

846 

3.2 

1.8 

869 

def 

def 

894 

def 

3.9 

833 

def 

1.0 

878 

2.0 

def 

897 

2.0 

Eastern  Air  Lines 

def 

881 

def 

1.4 

876 

0.4 

American  Bakeries 

def 

882 

7.5 

0.0 

888 

4.8 

Bangor  Punta 

def 

883 

10.8 

1.1 

877 

6.5 

City  Stores 

def 

884 

def 

def 

890 

def 

Diversified  Inds 

def 

885 

def 

def 

892 

def 

IntI  Foodservice 

Rath  Packing 

Genesco 

Philips  Industries 

National  Kinney 


def 
def 

def 
def 
def 


886 
887 
888 
889 
890 


def 
def 
def 
def 
def 


3.1 
def 
0.0 
2.2 
7.6 


854 
909 
889 
867 
547 


def 

def 
def 
def 
1.1 


Savannah  Foods  def  891 

Manhattan  Industries  def  892 

Cook  United  def  893 

IntI  Basic  Economy  def  894 

SuCrest  def  895 

Grolier  def  896 

Allied  Supermarkets  def  897 

E  T  Barwick  Inds  def  898 

Chicago  Rock  Island  def  899 

Penn  Fruit  def  900 


def 
def 
def 
def 
37.5 


def 
0.1 
def 
1.5 
def 


901 

887 
896 
875 
905 


def 

def 

def 

def 

15.1 


National  Homes 

Ward  Foods 

Pan  Am  World  Airways 

Ampex 

Great  Atl  &  Pac  Tea 


def 
def 
def 
def 
def 


901 
902 
903 
904 
905 


Arden-Mayfair  def 

National  Tea  def 

Amer  Beef  Packers  def 

Columbia  Pictures  def 

Redman  Industries  def 


Arien  Realty  &  Dvpt 

Seatrain  Lines 

Penn  Central 

Reliance  Group 

Daylin 


def 
def 
def 
def 
def 


Hartfield-Zodys 

W  T  Grant 

American  Export  Inds 

Walter  E  Heller  IntI 

Idle  Wild  Foods 

MBPXL 

Miss  River  Corp 

Olinkraft 

Pennzoil 

Southdown 


def 
def 
def 


906 
907 
908 
909 
910 

9lT 
912 
913 
914 
915 

916 
917 
918 


def 
def 
def 
def 
def 

def 
15.6 
def 
1.0 
def 

def 
def 
def 
53.5 
def 

d^ 
def 
def 
def 
def 

def 

def 

def 

15.2 

10.6 


0.4 
0.1 
0.2 
def 
def 


•  « 

*• 
** 


6.2 
22.7 
16.5 
23.2 

3.2 


def 
def 
def 
def 
def 

deT 

def 

def 

def 

def 

def 
def 
def 
4.5 
def 

def 
def 

def 

«• 

•« 

•• 
«• 
«• 

•• 
•• 


881 

886 
885 
906 
908 

898 
893 
899 
904 
913 

912 
914 
907 
900 

891 
895 
910 
808 
911 

915 
916 
903 


def 

def 
def 
def 
def 


def 

6.2 
def 
3.3 
def 

1.7 
def 
8.0 
def 

'def 
0.6 
def 
def 
def 

2.2 

def 
def 
48 
9.0 


Union  Bancorp 

United  Gas  Pipe  Line 

Franklin  Life  Ins 

Republic  Natl  Life 


Not  available:  not  ranked. 


•  « 

7.0 

r        •• 

a* 

23.0 

•  • 

*» 

*• 

•  • 

■>• 

•• 

•  (' 

def-Ocfklt. 

5.0 

6.9 

11.9 

10.1 

2.8 

5.3 
9.6 
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Air.  I-R  technology  compresses  it,  deans  it, 
dries  it,  chills  it,  moves  it  and  powers  with  it. 


Ingersoll-Rand  tech- 
nology, designed  for  the 
future,  is  doing  more  right 
now  with  air  than  nature  ever 
intended. 

Most  important,  we  turn 
air  into  a  dependable  source 
of  power  to  help  customers  in 
mining,  construction,  manu- 
facturing, industrial  process- 
ing— almost  everywhere  that 
work  is  being  done,  products 
made,  resources  developed. 
In  fact,  air  has  become  the 
second  most  widely  used 
industrial  power  source  in  the 
world. 

Our  technology  for  air — 
and  other  basics  like  water, 
earth,  oil  and  coal — is  one 
reason  why  Ingersoll-Rand 
has  become  one  of  the  world's 
leading  producers  of  essential 
machinery  and  equipment. 
And  why  our  sales  are  run- 
ning at  the  rate  of  over  $1.6 
billion  annually  to  customers 
in  more  than  100  countries. 

Write  for  our  Annual 
Report  or  product  literature 
for  air.  Ingersoll-Rand,  Dept. 
A-624,  Woodcliff  Lake,  N.  J. 
07675. 


ina 


Ingersoll-Rand 

Involved  in  basics. 


we  have  a  yam  plan 


Not  just  any  fruit,  either.  Genuine 
Fruit  of  the  Loom®  Because  the  plant 
we're  referring  to  is  actually  one  of 
four  facilities  in  Rhode  Island  and 
Pennsylvania  where  one  of  our 
subsidiaries,  the  Malina  Company,  has 
yarn  dyeing,  packaging,  warehousing 
and  distributing  operations. 

Much  of  our  finished  product,  yarn 
for  handknitting  and  art  needlework,  is 
marketed  under  an  exclusive  licensing 
agreement  with  Fruit  of  the  Loom,  the  best- 
known  brand-name  in  the  yarn  industry. 
(We  also  market  yarn  bearing  our  own 
Malina  brand-name.)  And  our  Armour- 
Dial  sales  force  is  making  it  available  in 
supermarkets  all  over  the  country. 

Consumer  products— one  of  the  many 
ways  we're  meeting  people's  needs. 


V^UsiP^ 


hot  bears  fruit. 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 

Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Services 
Greyhound  World  Tours 
Loyal  Travel  Service 
Motor  Coach  Industries 
New  Mexico  Transportation 
Red  Top  Sedan  Service 
Royal  Hawaiian  Transportation 
Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 

AND  PHARMACEUTICALS 

Armour-Dial 

Armour  Pharmaceutical 

Malina  Company 

FOOD 

Armour  Food  Company 

FOODSERVICE 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SERVICES 

Aircraft  Service  Internationa! 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
General  Fire  &  Casualty 
Global  Productions 
Greyhound  Exposition  Services 
Greyhound  Gift  House 
Greyhound  Rent-a-Car 
Greyhound  Suppoit  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  In  a  hundred  basic  ways. 


In  Canada  you  could  do  business 
all  over,  and  never  need  more  than 
one  bank.  The  helpful  bank. 


^If  you've  never  done  business 
in  Canada,  you  may  be  surprised  lo 
learn  that  some  of  our  banks  have 
hundreds  of  branches  all  over  the 
country.  Among  them,  the  Royal  Bank  is  the  biggest. 
So  if  you  choose  us  to  start  with,  you  can  do  business 
virtually  anywhere  in  Canada  without  having  to 
choose  again. 

We're  also  Canada's  leading  international  bank, 
with  assets  of  more  than  $25  billion,  in  case  you're 
looking  for  a  financial  connection  on  some 
other  continent. 


If  you'd  like  more  information,  call  any  of  the 
numbers  below,  or  write  our  head  office  for  your 
copy  of   Businessman  s  Canada!  c/o  Dept.  F. 


THE  ROYAL  BANK  OF  CANADA 
Canada's  biggest  bank. 

New  York  Agency:  68  William  St.,  Tel.  (212)  363-6000 

San  Francisco  Agency;  560  California  St  ,  Tel    (415)  986-1700 

Representative  dtfices   Dallas-Tel   (214)  741-1169 

Chicago-Tel.  (312)  372  4404,  Los  Angeles-Tel   (213)  623-2371 

Head  Office;  Place  Ville  Marie,  Montreal. 


Who's  Where 
In  Growth 


Growth,  once  the  watchword  of 
American  businessmen,  has  come  in 
for  a  lot  of  sidelong  looks  in  the  Sev- 
enties. What's  the  point  if  growth 
merely  generates  more  inflation  and 
uses  up  scarce  raw  materials?  And, 
getting  down  to  brass  tacks,  if  it  is 
not  accompanied  by  real  gains  in 
profitability? 

We  bring  this  up  because  of  the 
very  spotty  profitability  records  of  a 
majority  of  the  companies  that  head 
up  the  Forbes  Growth  rankings  be- 
ginning on  this  page.  Among  the  first 
30  companies,  18  fail  to  make  the 
Top  100  in  our  Profitability  rankings 
on  page  160.  Thirteen  of  them  do 
not  even  make  the  top  half  in 
profitability. 

In  view  of  their  skimpy  profitabili- 


ty returns,  their  high  rates  of  earn- 
ings growth  are  of  course  commend- 
able. Apparently  these  low-profit  com- 
panies are  headed  in  the  right  direc- 
tion. But  are  they  really?  The  Forbes 
Growth  rankings  are  calculated  from 
a  statistical  base  encompassing  ten 
years'  earnings  (see  explanation,  p. 
42).  If  they  haven't  been  able  to  pull 
up  their  profitability  returns  on  in- 
vested capital  over  that  period,  their 
growth  must  be  the  wrong  kind  of 
growth.  It  must  be  requiring  exces- 
sive amounts  of  capital,  so  much  that 
the  earnings  growth  doesn't  improve 
their  percentage  returns. 

Inflation  is  certainly  playing  a  part 
in  some  companies'  growth  rates.  But 
how  much  of  a  part? 

We  have  added  an  inflation  indica- 


tor at  the  top  of  each  page  of  the 
Growth  rankings  in  this  year's  Annual 
Report  issue.  Using  the  broadly  based 
gross  national  product  price  deflator, 
this  annual  percentage  gain  in  infla- 
tion is  calculated  in  exactly  the  same 
way  as  the  five-year  earnings  and  sales 
growth  rates  in  the  tables.  The  figure 
we  came  up  with  is  5.2%  a  year.  You 
could  say,  then,  that  if  a  company  is 
not  increasing  its  earnings  at  that 
rate,  or  faster,  it  is  losing  ground  to 
inflation.  The  only  trouble  with  this 
measure  is  that  it  focuses  only  on  a 
company's  earnings.  It  ignores  the  im- 
pact of  inflation  on  a  company's  liq- 
uid assets,  its  debt,  its  inventories 
and  its  fixed  assets.  Say,  for  example, 
a  company  values  a  large  investment 
in  fixed  assets  at  what  they  cost  years 
ago.  Its  current  depreciation  ex- 
penses are  too  low— and  its  earnings 
are  too  high— in  terms  of  today's  re- 
placement cost. 

You'll  notice  more  than  a  few  com- 
modity companies  in  the  top  growth 
ranks.    Shortages    and   soaring   prices 


Who's  Where  i 

n  Growth 

Corresponding  Annual  Change  in  GNP  Price  Deflator 

:  5.2% 

EARNINGS  PER  SHARE 

1              SALES               1 

EARNINGS  PER  SHARE 

1               SALES 

5-Year» 

1975t  vs 

5-Year» 

1975t  vs 

S-Year" 

1975t  vs 

5Year° 

1975t  vs 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Oil  Shale 

139.1«}fc 

1 

78.5% 

81.7<^ 

1 

110.0% 

Crane 

29.7% 

36 

122.8% 

14.70/0 

286 

16.3% 

General  Host 

78.4 

2 

128.3 

14.0 

323 

8.8 

Peabody  Gallon 

29.4 

37 

27.8 

44.3 

8 

57.9 

Cook  Industries 

71.4 

3 

-5.8 

32.3 

31 

66.9 

Congoleum 

29.2 

38 

-75.4 

16.1 

233 

1.9 

National  Industries 

67.3 

4 

181.8 

14.9 

280 

27.6 

Maremont 

29.2 

38 

-14.6 

4.6 

874 

14.7 

Allis-Chalmers 

64.5 
59.0 

5 
6 

64.7 
10.4 

6.6 
42.3 

808 

26.4 

Northwest  Industries 

28.5 

40 

75.5 

5.7 

841 

32.0 

Charter  Company 

13 

50.1 

Texas  Oil  &  Gas 

28.5 

41 

118.1 

46.0 

7 

139.6 

Peavey 

56.0 

7 

24.7 

13.6 

338 

23.1 

Roadway  Express 

28.3 

42 

18.9 

18.6 

162 

11.9 

itl  Minerals  &  Chem 

55.6 

8 

365.0 

11.8 

452 

106.9 

Kane-Miller 

28.1 

43 

41.5 

25.4 

74 

10.4 

NVF 

51.4 

9 

-4.9 

11.1 

501 

-12.5 

Winnebago  Industries 

28.0 

44 

P-D 

43.1 

11 

-28.2 

Idle  Wild  Foods 

50.0 

10 

-34.0 

23.9 

91 

6.0 

United  Gas  Pipe  Line 
Louisiana-Pacific 

27.2 
27.2 

45 
46 

93.6 
-58.5 

10.8 
21.5 

530 
118 

56.1 

Budd 

46.4 

11 

-59.2 

10.1 

583 

5.5 

-4.4 

Tesoro  Petroleum 

44.0 

12 

37.9 

53.7 

5 

144.4 

MCA 

26.6 

47 

149.3 

13.3 

354 

60.3 

Superior  Oil 

43.8 

13 

66.6 

18.9 

156 

41.9 

Copperweld 

26.4 

48 

42.5 

12.4 

408 

29.6 

Wheeling-Pitts  Steel 

43.2 

14 

-42.4 

12.9 

379 

13.2 

Zapata 

26.1 

49 

104.7 

19.8 

143 

39.8 

Sigmor 

43.0 

15 

36.7 

40.0 

16 

123.6 

Leaseway  Transportn 
Hospital  Corp  of  Am 

25.8 
25.7 

50 
51 

15.6 
54.6 

14.0 
42.9 

315 
12 

13.8 

it  Western  Financial 

42.9 

16 

-25.6 

11.4 

478 

15.9 

61.1 

Reserve  Oil  &  Gas 

40.6 

17 

65.3 

41.4 

15 

103.5 

Daniel  International 

25.7 

52 

34.2 

23.2 

98 

47.4 

Westmoreland  Coal 

40.3 

18 

271.8 

20.0 

140 

84.5 

Fleetwood  Enterprises 

25.7 

53 

-33.9 

35.1 

25 

3.8 

Esmark 

38.6 

19 

48.3 

5.6 

844 

17.5 

Tyler 

25.6 

54 

46.6 

17.7 

187 

34.9 

Fedl  Natl  Mortgage 

38.5 

20 

-8.3 

28.4 

51 

34.2 

Iowa  Beef  Processors 

25.6 

55 

63.0 

19.5 

148 

20.4 

Blount 

38.4 

21 

14.2 

20.0 

140 

29.5 

Digital  Equipment 

25.5 

56 

67.9 

35.9 

22 

92.9 

BI-LO 

36.1 

22 

92.1 

32.5 

30 

50.6 

Jack  Eckerd 

25.3 

57 

34.5 

31.0 

39 

56.1 

Colonial  Penn  Group 

35.5 

23 

41.2 

33.8 

27 

46.2 

Rite  Aid 

25.1 

58 

14.7 

35.2 

24 

33.2 

Olinkraft 

34.7 

24 

21.9 

12.7 

392 

10.5 

Lykes-Youngstown 

24.9 

59 

67.4 

8.3 

718 

24.8 

McDonald's 

34.5 

25 

55.7 

41.4 

14 

52.5 

American  IntI  Group 
Cameron  Iron  Works 

24.4 
24.2 

60 
61 

39.6 
185.1 

17.8 
14.5 

183 
295 

37.9 

Pennzoil 

34.2 

26 

43.3 

30.2 

43 

55.6 

109.6 

Comsat 

33.9 

27 

37.0 

24.8 

82 

18.9 

Brunswick 

24.0 

62 

-46.6 

11.0 

514 

17.5 

Northeast  Petroleum 

32.1 

28 

32.1 

35.9 

21 

118.6 

Tandy 

24.0 

62 

157.0 

32.1 

34 

51.6 

rcher  Danis  Midland 

31.2 

29 

106.9 

26.1 

67 

71.2 

Utah  International 

23.9 

64 

106.4 

29.5 

47 

91.6 

Olin  Corp 

31.2 

30 

570.6 

10.6 

547 

16.4 

Yellow  Freight  System 
Schering-Plough 

23.8 
23.7 

65 
66 

12.2 
30.1 

19.0 
15.4 

154 
261 

23.1 

Natomas 

31.2 

•  31 

54.0 

55.1 

4 

59.6 

28.3 

Fairchild  Industries 

31.0 

32 

-5.0 

-1.8 

922 

-7.4 

Univar 

23.6 

67 

76.3 

15.7 

251 

28.9 

Pittston 

30.9 

33 

246.1 

17.1 

202 

75.2 

Masco 

23.4 

68 

40.2 

31.1 

38 

42.9 

Morrison-Knudsen 

30.6 

34 

28.0 

4.2 

879 

97.0 

Lowe's  Companies 

23.1 

69 

-11.9 

23.9 

90 

16.6 

Murphy  Oil 

30.4 

35 

-8.0 

21.5 

120 

57.0 

American  Financial 

22.7 

70 

-13.5 

65.0 

3 

80.3 

dividual  Yardsticks.  t  Latest  12  months.  PO  Profit  to  deficit. 
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of  things  like  sugar,  grain,  oil,  coal 
and  fortiliztT  ha\e  clearly  helped.  But 
already  some  of  those  prices  have 
fallen  hack  down  again— sugar  notably 
—and  others,  like  fertilizer,  show 
signs  of  weakening.  The  high  rank- 
ings of  some  of  the  commodity  com- 
panies could  he  short-lived. 

As  with  the  other  Forbes  rankings, 
it  is  important  to  pay  attention  to  all 
four  columns,  especially  the  trend  fig- 
ures, which  match  the  companies* 
growth  in  the  latest  year  against  a 
three-year,  1972-74  base.  Quite  a 
few  of  the  growth  leaders  actually 
show  downtrends  for  the  latest  year. 
On  the  other  hand,  two  coal  compa- 
nies, 18th-ranked  Westmoreland  Coal 
and  33rd-ianked  Pittston,  and  eighth- 
place  International  Minerals  &  Chemi- 
cals, the  fertilizer  producer,  show 
spectacular  uptrends  in  the  latest 
year.  In  the  cases  of  both  the  uppers 
and  the  downers,  it  would  be  a  good 
idea  to  examine  the  companies  more 
closely  to  see  how  meaningful  these 
one-year  trends  are.   ■ 


Soaring  fertilizer  prices  gave  International  Minerals  a  top  growth  ranking. 


Who's  Where  in  Growth 


EARNINGS  PER  SHARE 


_  5-Year' 

Company       Average 


1975t  v$ 
Rank     1972-74 


5-Year« 
Average 


1975t  v$ 
Rank      1972-74 


Beico  Petroleum  22.5%  71 

Schlumberger  22.3  72 

Dow  Chemical  22.0  73 

Connecticut  General  21.8  74 

Jim  Walter  21.7  75 


75.9% 
91.9 
63.5 
-10.1 
32.8 


21.8 
57.9 
32.0 
147.8 
63.6 


Loews  21.2  76 

Colt  Industries  21.2  77 

DEKALB  AgResearch  21.1  78 

Baker  Oil  Tools  20.7  79 

Beech  Aircraft  20.5  80 

Dillon  Companies  20.4  81  70.7 

Chicago  Bridge  &  Iron  20.4  82  21.0 

Certain-teed  Prods  20.2  83  -32.9 

Lockheed  Aircraft  20.2  84  143.1 

Williams  Companies  20.1  85  108.6 

Levitz  Furniture  20.1  86  P-D 

Commercial  Metals  20.1  87  2.0 

BranifflntI  20.0  88  7.3 

Deere  20.0  89  26.6 

Western  Air  Lines  19.9  90  -60.8 


Athlone  Industries  19.8  91  70.9 

Houston  Natural  Gas  19.8  92  118.9 

Fisher  Foods  19.6  93  21.1 

Baxter  Laboratories  19.5  94  39.8 

Butler  Manufacturing  19.4  95  5.9 

American  Natl  FinI  19.3  96  23.1 

Hewlett-Packard  19.3  97  43.2 

Sysco  19.0  98  58.1 

Harnischfeger  18.8  99  136.8 

Philip  Morris  18.6  100  27.0 


27.1% 

18.8 

16.6 

10.3 

22.2 


61 
160 
221 
571 
111 


71.90/0 

53.0 

40.1 

22.1 

19.3 


26.1 

6.0 

20.3 

28.9 

3.1 


66 
829 
136 

50 
896 


177.8 
19.8 
71.9 
87.0 
26.0 


28.3 

;    9.4 

18.5 

5.7 

25.3 


52 
640 
163 
840 


69.8 
35.6 
12.2 
22.3 


77      25.4 


44.1 
13.8 
10.5 
13.5 
13.2 


9 

331 
555 
342 
362 


-10.8 
21.0 
31.4 
45.5 
18.6 


17.0 
28.2 
25.4 
23.6 
11.2 


5.6 
19.6 
28.9 

9.9 
19.6 


206 
54 
73 
94 

490 

845 

146 

49 

605 


19.0 

126.6 

51.1 

47.5 

7.2 


23.1 
44.8 
44.6 
77.1 


147      33.9 


Longs  Drug  Stores 

Anderson-Clayton 
Seaboard  Alid  Milling 

American  Express 
Halliburton 

'  The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks.         t  Latest  12  months. 


18.6 
18.4 
18.3 
18.3 
18.2 


101 
102 
103 
104 
105 


28.4 
62.4 
-9.8 
12.4 
89.5 


18.5 
4.8 
14.9 
12.6 
22.9 


165 
870 
277 
402 
101 


32.1 
15.3 
53.9 
26.2 
83.6 


Corresponding  Annua!  Change  in  GNP  Price  Deflator:  5.2° 


EARNINGS  PER  SHARE 


-  5-Year' 

Company       Average 


Rank 


1975t  vs 
1972-74 


5- Year' 
Average 


1975t 
Rank      1972- ; 


Pac  Gamble  Robinson 

USLIFE 

Republic  of  Texas 

White  Consolidated 

Inmont 


I8.20/0 

18.1 

18.1 

18.1 

18.0 


Johnson  &  Johnson  18.0  111  25.3 

General  Reinsurance  18.0  112  -19.7 

Air  Prods  &  Chems  17.9  113  97.1 

Lubrizol  17.9  114  30.2 

Quaker  State  Oil  17.8  115  30.0 


Citicorp 

Georgia-Pacific 

McLean  Trucking 

Thiokol 

Seaboard  Coast  Line 

Nash  Finch 

Walter  Kidde 

S  S  Kresge 

Alexander  &  Baldwin 

Marriott 

Skyline 

Willamette  Inds 

Scrivner 

Cone  Mills 

Koppers 


17.5 
17.5 
17.5 
17.5 
17.4 


WW  Grainger 

McLouth  Steel 

J  Ray  McDermott 

Walt  Disney 

Burroughs 

VFCorp 

Ferro 

Gannett 

Union  Camp 

Centex 


116 

116 
118 
119 
120 


34.4 

-0.1 

11.2 

2.8 

-37.5 


P  D  Profit  to  deficit. 


14.9 
14.9 
18.0 

15.6 
16.6 

31.4 
17.8 
17.6 
4.7 
21.2 


13.4 

10.8 

21.2 

0.3 

21.1 


17.0 
17.7 
17.6 
6.4 
10.0 


13.5 
14.1 
184 
13.3 
21  5 


275 
278 
179 
252 
220 

37 

186 
193 
871 
125 

345 
533 
124 
916 
126 

205 
188 
189 
814 
589 


33.2 
32.5 
59.7 
44.1 
37.3 

54.9 

5.1 

30.6' 

20.7 

7.8 

55.9 
19.7 
35.8 
47.4 
41.4 

-51.2 
28.2 
65.7 
14.2 
36.7 


17.9 

181 

25.3 

11.6 

465 

5.1 

188 

159 

80.8 

21.8 

117 

364 

13.8 

330 

268 

341 
310 
167 
353 
119 


13.3 
21.7 

17' 
11 
12, 
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Who's  Where 

in  Growth 

Corresponding  A 

nnual  Change  in  GNP  Price  Deflato 

r:5.2% 

EARNINGS  PER  SHARE 

1              SALES              1 

EARNINGS  PER  SHARE   1 

SALES 

S-Year" 

1975t  vs 

5-Year« 

1975t  vs 

5-Year' 

1975t  ws 

5-Year' 

1975t  vs 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

lU  International 

16.3% 

141 

15.50/0 

I6.70/0 

216 

19.50/0 

Combined  Insurance 

13.70/0 

207 

19.50/0 

12.2% 

426 

17.00/0 

Kerr-McGee 

16.3 

142 

65.8 

18.2 

173 

79.0 

Great  Western  United 

13.6 

208 

DP 

3.3 

894 

129.2 

First  Charter  FinI 

16.3 

143 

8.1 

14.9 

276 

18.6 

Economics  Laboratory 

13.6 

209 

33.6 

17.3 

197 

59.7 

elhardMin&Chem 

16.2 

144 

60.7 

22.8 

102 

58.9 

Envirotech 

13.6 

210 

22.6 

35.2 

23 

58.4 

Potlatch 

16.2 

145 

2.9 

7.5 

763 

10.7 

Howard  Johnson 

13.6 

211 

22.4 

7.8 

748 

18.2 

H  K  Porter 

16.1 

146 

127.1 

-0.8 

920 

1.1 

Handy  &  Harman 

13.5 

212 

135.8 

9.9 

597 

5.1 

Massey-Ferguson 

16.1 

146 

53.6 

10.3 

566 

50.0 

Vulcan  Materials 

13.5 

213 

23.7 

11.5 

474 

9.9 

jif  &  Western  Inds 

16.0 

148 

94.7 

12.9 

379 

32.5 

Oscar  Mayer 

13.5 

214 

27.1 

11.9 

447 

23.0 

United  Refining 

16.0 

149 

18.6 

33.4 

29 

76.8 

Southwestern  Life 

13.5 

215 

19.3 

4.9 

868 

7.4 

General  Cinema 

15.9 

150 

43.4 

23.7 

93 

41.8 

Continental  Illinois 

13.4 

216 

28.6 

33.7 

28 

37.3 

Oxford  Industries 

15.9 

150 

2.5 

11.1 

504 

18.6 

Masonite 

13.4 

217 

-93.6 

16.4 

226 

-3.8 

Weyerhaeuser 

15.9 

150 

-26.1 

14.3 

301 

10.2 

Enserch 

13.2 

218 

20.2 

13.1 

368 

70.5 

Ideal  Basic  Inds 

15.8 

153 

2.9 

8.2 

722 

15.7 

Wetterau 

13.1 

219 

22.3 

17.1 

202 

27.5 

evident  Life  &  Ace 

15.8 

154 

10.3 

14.0 

325 

17.8 

Crown  Cork  &  Seal 

13.1 

220 

29.9 

12.7 

396 

34.6 

IS  Commerce  Bshs 

15.7 
15.7 

155 
156 

32.4 
-54.2 

36.7 
7.9 

19 
746 

57.9 
-0.3 

Crum  &  Forster 

13.1 

221 

-39.6 

12.6 

402 

14.2 

Del  E  Webb 

G  D  Searle 

13.1 

222 

27.0 

24.7 

84 

53.9 

Genuine  Parts 

15.6 

157 

28.0 

15.2 

265 

29.4 

IBM 

12.9 

223 

16.2 

12.1 

429 

23.4 

Levi  Strauss 

15.6 

158 

104.4 

26.0 

68 

41.3 

Areata  National 

12.9 

224 

178.0 

8.7 

684 

23.2 

Federal  Co 

15.5 

159 

70.2 

11.0 

508 

42.6 

Lucky  Stores 

12.9 

225 

28.1 

19.4 

150 

29.8 

Fexas  Instruments 

15.5 

160 

-16.4 

11.4 

480 

10.1 

Ogden 

12.8 

226 

60.8 

8.0 

743 

16.7 

Albertson's 

15.4 

161 

52.7 

16.0 

238 

41.3 

Nationwide  Corp 

12.8 

227 

-5.2 

11. 1 

498 

10.9 

Fed-Mart 

15.4 

162 

45.8 

12.9 

376 

29.3 

Southland  Corp 

12.8 

228 

31.1 

15.8 

245 

21.4 

Monsanto 

15.4 

162 

17.9 

9.2 

653 

24.1 

Norton  Simon 

12.7 

229 

14.1 

8.2 

725 

17.8 

chhold  Chemicals 

15.3 

164 

13.1 

15.1 

267 

24.7 

AMP 

12.6 

230 

-26.4 

11.6 

461 

6.7 

astern  Gas  &  Fuel 

15.3 

165 

106.9 

138 

332 

47.1 

Southern  Railway 

12.6 

231 

-6.9 

8.3 

721 

6.2 

Xerox 

15.3 

166 

17.4 

22.8 

102 

32.7 

United  States  Steel 

12.6 

231 

64.8 

9.4 

645 

21.3 

iger  International 

15.3 

167 

-50.6 

25.7 

71 

28.6 

Stauffer  Chemical 

12.6 

233 

80.5 

9.0 

668 

39.0 

Saga  Corp 

15.2 

168 

-0.9 

21.0 

127 

59.5 

Flickinger 

12.6 

234 

51.5 

12.7 

393 

40.9 

Jefferson-Pilot 

15.1 

169 

12.6 

9.6 

628 

11.7 

Getty  Oil 

12.5 

235 

51.4 

12.1 

432 

53.2 

Amfac 

15.1 

170 

8.7 

30.4 

42 

19.0 

Harris  Bankcorp 

12.5 

235 

29.5 

22.2 

110 

19.9 

Eli  Lilly 

15.0 

171 

17.3 

15.2 

263 

25.3 

Jos  Schlitz  Brewing 

12.5 

237 

-39.8 

14.3 

298 

26.6 

rrner  Construction 

15.0 

172 

6.0 

12.7 

389 

17.4 

Fischbach  &  Moore 

12.5 

238 

15.4 

19.8 

144 

28.9 

A  E  Staley  Mfg 

14.9 

173 

412.3 

12.8 

386 

64.2 

Mobil  Oil 

12.5 

239 

-8.2 

16.5 

224 

51.8 

First  IntI  Bshs 

14.8 

174 

26.8 

39.5 

17 

47.4 

Moore  Corp 

12.5 

239 

28.3 

15.2 

265 

50.7 

light-Ridder  News 

14.8 

174 

-9.4 

21.9 

116 

43.4 

Perkin-Elmer 

12.4 

241 

22.5 

9.3 

651 

30.5 

Signal  Companies 

14.8 

174 

-29.8 

1.9 

906 

32.3 

Carnation 

12.4 

242 

29.5 

11.0 

515 

33.1 

J  P  Morgan  &  Co 

14.8 

177 

22.2 

26.8 

62 

54.7 

Continental  Corp 

12.4 

243 

-19.9 

6.3 

816 

19.6 

Aetna  Life  &  Cas 

14.8 

178 

-53.6 

9.7 

625 

26.4 

Merck 

12.3 

244 

26.6 

13.7 

337 

28.0 

mer  Broadcasting 

14.7 

179 

-29.2 

7.1 

780 

14.2 

Natl  Starch  &  Chem 

12.3 

244 

2.8 

12.6 

397 

25.1 

Ralph  M  Parsons 

14.7 

179 

115.6 

9.4 

643 

169.5 

Chase  Manhattan  Corp 

12.3 

246 

33.2 

30.2 

44 

38.7 

Blue  Bell 

14.7 

181 

51.8 

i9.r 

151 

34.3 

Flavorland  Inds 

12.3 

247 

116.6 

6.8 

797 

19.9 

Standard  Oil  Ind 

14.7 

182 

18.5 

14.0 

314 

50.3 

Globe-Union 

12.3 

248 

4.7 

14.9 

279 

13.9 

Inland  Container 

14.6 

183 

70.9 

8.9 

678 

19.0 

Caterpillar  Tractor 

12.2 

249 

65.4 

14.0 

315 

51.1 

Marcor 

14.6 

183 

0.2 

10.9 

516 

16.5 

Black  &  Decker 

12.2 

250 

-4.9 

19.1 

153 

38.7 

Hoerner  Waldorf 

14.6 

185 

10.8 

14.6 

289 

19.7 

Browning-Ferris  Inds 

12.2 

251 

-66.8 

25.1 

78 

3.0 

First  Chicago  Corp 

14.5 

186 

22.2 

36.5 

20 

37.8 

Travelers 

12.2 

252 

-45.9 

10.1 

579 

22.9 

Dover  Corp 

14.5 

187 

26.5 

14.0 

323 

19.0 

Avery  Products 

12.1 

253 

-41.5 

20.8 

130 

14.7 

Malone  &  Hyde 

14.4 

188 

54.9 

14.1 

309 

49.3 

Exxon 

12.1 

254 

7.1 

16.0 

237 

50.2 

Bausch  &  Lomb 

14.4 

189 

22.6 

14.5 

293 

38.6 

Northern  Natural  Gas 

12.1 

255 

67.7 

15.0 

269 

36.5 

Santa  Fe  IntI 

14.3 

190 

82.4 

19.4 

149 

50.3 

GAF 

12.0 

256 

-0.5 

8.6 

700 

10.4 

Amstar 

14.3 

191 

69.6 

12.6 

399 

86.6 

Suburban  Propane  Gas 

12.0 

256 

11.6 

19.0 

155 

53.0 

Interlake 

14.2 

192 

47.9 

11.0 

508 

32.4 

Super  Food  Senfices 

12.0 

258 

51.4 

S.4 

811 

34.3 

Michigan  National 

14.2 

193 

13.1 

14.3 

299 

20.0 

Union  Carbide 

12.0 

259 

27.3 

i*.0 

669 

35.2 

pital  Holding  Corp 

14.2 

194 

19.1 

12.1 

430 

7.4 

Colgate-Palmolive 

12.0 

260 

38.7 

14.7 

285 

27.9 

Ethyl 

14.2 

195 

24.8 

10.2 

574 

29.9 

Mercantile  Stores 

12.0 

261 

16.5 

11.8 

449 

16.6 

McDonough 

14.0 

196 

23.8 

9.3 

652 

9.8 

Bluebird 

11.9 

262 

35.6 

27.3 

60 

10.1 

merican  Petrofina 

14.0 

197 

3.4 

22.3 

109 

68.9 

Amer  Hospital  Supply 

11.9 

263 

20.9 

17.6 

191 

32.8 

CFS  Continental 

14.0 

198 

30.2 

25.3 

75 

46.1 

Federal  Paper  Board 

11.9 

264 

3.3 

17.1 

200 

13.2 

Naico  Chemical 

14.0 

199 

30.1 

11.6 

467 

34.0 

Mfrs  Hanover  Corp 

11.9 

265 

42.5 

28.1 

56 

49.8 

Petrolane 

14.0 

199 

75.8 

20.9 

129 

45.9 

Phillips  Petroleum 

11.9 

265 

19.0 

115 

472 

41.6 

Revco  DS* 

13.9 

201 

18.0 

30.7 

41 

68.7 

Riviana  Foods 

11.9 

265 

24.7 

24.8 

81 

55.1 

iamond  Shamrock 

13.9 

202 

95.3 

10.1 

580 

49.4 

City  Investing 

11.8 

268 

-78.4 

26.3 

64 

9.2 

Amerada  Hess 

13.9 

203 

-3.2 

23.4 

95 

41.0 

AIco  Standard 

11.8 

269 

66.1 

30.9 

40 

16.1 

ntral  Steel  &  Wire 

13.9 

203 

72.7 

14.6 

289 

18.5 

NLT 

11.8 

270 

17.5 

7.3 

769 

13.7 

MBPXL 

13.8 

205 

-51.4 

16.1 

233 

-3.5 

Foster  Wheeler 

11.8 

271 

28.8 

13.1 

363 

64.0 

AMP 

13.8 

206 

-26.3 

15.8 

244 

3.8 

International  Paper 

11.7 

272 

19.7 

9.2 

657 

23.2 
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who's  Where  in  GrowtFi 

1 

Corresponding  Annual  Change 

in  GNP  Price  Deflator 

5.: 

EARNINGS  PER  SHARE 

1              SALES              1 

Company 

EARNINGS  PER  SHARE 

1               SALES          1 

5-Year* 

1975tvs 

5-Year« 

1975t « 

5-Year' 

1975tvs 

5-Year' 

197 

Company 

Averags 

Rank 

1972-74 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Average 

Rank 

197 

Motorola 

11.7% 

273 

-52.00/c 

lo.4o^ 

559 

-2.90/0 

Anheuser-Busch 

9.7% 

339 

15.3% 

.          I3.8O/0 

332 

37 

Revlon 

11.6 

274 

24.0 

11.3 

486 

35.9 

Cyprus  Mines 

9.7 

339 

-22.3 

16.7 

217 

11 

So  Natural  Resources 

11.5 

275 

19.8 

12.1 

431 

33.5 

Northwestern  Steel 

9.7 

339 

-24.6 

12.2 

424 

13 

Amer  Home  Products 

11.4 

276 

23.2 

10.7 

538 

24.0 

Pfizer 

9.7 

342 

20.1 

12.1 

428 

24 

BankAmerica  Corp 

11.4 

277 

31.8 

22.5 

107 

87.0 

Avnet 

9.6 

343 

23.9 

14.6 

289 

1? 

First  City  Bancorp 

11.3 

278 

24.5 

43.4 

10 

37.1 

Campbell  Taggart 

9.6 

343 

36.0 

11.1 

506 

38 

Santa  Fe  Industries 

11.3 

279 

1.3 

8.7 

685 

17.4 

Northwest  Bancorp 

9.6 

343 

23.2 

17.1 

201 

25 

Bemis 

11.3 

280 

-41.3 

10.6 

540 

4.9 

Safeway  Stores 

9.6 

346 

39.3 

13.0 

374 

31 

Super  Valu  Stores 

11.2 

281 

28.1 

13.9 

327 

18.5 

W  R  Grace 

9.6 

347 

72.9 

11.2 

494 

25 

St  Joe  Minerals 

11.2 
11.2 

282 
283 

58.9 
-16.6 

22.1 
8.3 

114 
720 

91.9 
15.9 

Ralston  Purina 

9.6 

348 

29.0 

129 

376 

28 

PPG  Industries 

National  Distillers 

9.5 

349 

23.4 

4.9 

867 

-0 

UV  Industries 

11.2 

284 

2.7 

22.6 

106 

-3.2 

H  F  Ahmanson 

9.5 

350 

-18.9 

15.9 

241 

30 

Coca-Cola 

11.1 

285 

12.6 

12.6 

401 

32.8 

Beatrice  Foods 

9.5 

351 

13.6 

20.7 

134 

23 

St  Regis  Paper 

11.1 

285 

22.6 

8.7 

688 

18.8 

Emerson  Electric 

9.5 

352 

15.5 

13.2 

359 

32 

A  B  Dick 

11.1 
11.0 

287 
288 

-53.5 
23.0 

13.5 
16.1 

344 
232 

21.2 
25.2 

GATX 

9.5 

353 

4.2 

5.3 

854 

34 

Warner-Lambert 

Sun  Oil 

9.4 

354 

-19.2 

9.8 

614 

56 

Standard  Oil  Calif 

10.9 

289 

6.1 

22.9 

100 

67.0 

Denny's 

9.4 

355 

108.4 

32.3 

32 

67 

Melville  Shoe 

10.9 

290 

24.6 

17.0 

207 

22.0 

R  J  Reynolds  Inds 

9.4 

356 

14.2 

11.6 

461 

32 

Fred  Meyer 

10.8 

291 

11.3 

15.6 

255 

35.6 

Eagle-Picher  Inds 

9.4 

357 

24.5 

8.6 

697 

13. 

Gould 

10.8 
10.8 

292 
293 

34.4 
5.3 

13.0 
14.9 

370 
274 

21.8 
18.4 

Signode 

9.3 

358 

-13.1 

14.2 

305 

7 

ARA  Services 

Mellon  National  Corp 

9.3 

359 

14.6 

25.9 

70 

30 

Florida  Power  &  Lt 

10.8 

294 

27.2 

18.4 

168 

53.5 

Dart  Industries 

9.3 

360 

16.2 

10.9 

524 

20 

Briggs  &  Stratton 

10.8 

295 

-20.8 

12.0 

438 

26.1 

Mead 

9.3 

361 

8.5 

8.2 

724 

-2 

Procter  &  Gamble 

10.8 

295 

14.9 

10.9 

521 

49.3 

Texas  Eastern 

9.3 

361 

13.2 

11.1 

498 

40 

General  Mills 

10.8 
10.7 

297 
298 

26.6 
11.6 

17.9 
10.6 

182 
540 

46.0 
18.4 

Ball  Corp 

9.2 

363 

58.1 

9.1 

663 

38 

Uberty  Natl  Ufa 

Outboard  Marine 

9.2 

364 

-24.9 

10.1 

581 

11. 

Heublein 

10.6 

299 

80.1 

20.0 

139 

42.2 

Waldbaum 

9.1 

365 

80.6 

15.2 

264 

38 

Louisiana  Land 

10.6 

299 

15.8 

15.8 

245 

40.5 

Minn  Mining  &  Mfg 

9.1 

366 

-12.2 

12.0 

434 

21. 

Becton,  Dickinson 

10.6 

301 

32.9 

14.5 

296 

31.8 

Teledyne 

9.0 

367 

93.6 

12.4 

413 

19. 

Scot  Lad  Foods 

10.6 

302 

29.3 

13.1 

365 

19.6 

Ohio  Casualty 

9.0 

368 

-41.2 

11.1 

500 

12 

General  Dynamics 

10.5 

303 

98.1 

-4.4 

924 

24.0 

Avis 

9.0 

369 

-30.3 

13.7 

335 

14. 

Weis  Markets 

10.5 

303 

31.1 

11.2 

497 

30.0 

Rohm  &  Haas 

9.0 

370 

-54.6 

13.9 

329 

25. 

Havatampa 

10.5 

305 

33.3 

7.8 

749 

4.2 

George  A  Hormel 

9.0 

371 

22.8 

7.2 

776 

20.1 

Winn-Dixie  Stores 

10.5 

305 

22.4 

14.1 

313 

41.1 

McDonnell  Douglas 

8.9 

372 

-26.1 

0.3 

915 

10., 

Continental  Oil 

10.4 

307 

27.1 

16.8 

212 

45.9 

Scott  &  Fetzer 

8.9 

372 

-14.9 

18.3 

172 

6.; 

PACCAR 

10.4 

308 

-59.8 

13.1 

369 

-2.9 

Gt  Northern  Nekoosa 

8.9 

374 

30.2 

11.5 

470 

21.' 

Castle  &  Cooke 

10.4 

309 

53.5 

11.8 

450 

22.4 

Times  Mirror 

8.9 

375 

-7.6 

12.9 

376 

11  • 

Hilton  Hotels 

10.4 

310 

165.6 

9.4 

648 

0.1 

Eastman  Kodak 

8.9 

376 

3.2 

9.4 

645 

20 

Allied  Chemical 

10.4 

311 

3.6 

7.3 

772 

27.6 

Kings  Dept  Stores 

8.8 

377 

5.0 

8.2 

722 

1 

Amsted 

10.4 

312 

138.9 

10.0 

594 
535 

30.4 
13.9 

National  Fuel  Gas 

8.8 

377 

-6.5 

10.0 

586 

4: 

Big  Bear  Stores 

10.3 

313 

29.4 

10.7 

Garfinckel  Brooks  Bros 

8.7 

379 

-2.1 

9.4 

639 

12  t 

General  Electric 

10.3 

313 

-4.2 

7.5 

766 

13.8 

Quaker  Oats 

8.7 

379 

7.0 

13.1 

363 

43.« 

Champion  Spark  Plug 

10.2 

315 

0.6 

11.0 

508 

12.4 

Consol  Freightways 

8.7 

381 

-21.7 

11.6 

460 

-8.{ 

Lone  Star  Industries 

10.2 

316 

-23.2 

18.3 

171 

1.3 

CleveTrust  Corp 

8.7 

382 

22.3 

14.2 

306 

31.} 

Amer  Hoist  &  Derrick 

10.2 

317 

59.1 

11.9 

442 

32.2 
0.9 

Wells  Fargo 

8.7 

383 

13.4 

23.2 

96 

28.i 

Stanley  Works 

10.1 

318 

-24.7 

12.2 

422 

First  Bank  System 

8.6 

384 

17.0 

18.1 

174 

24.; 

Owens-Corning  Fbrgis 

10.1 

319 

-23.3 

10.5 

550 

15.4 

Arizona  Public  Serv 

8.6 

385 

12.0 

14.5 

292 

51.: 

Giant  Food 

10.1 

320 

45.4 

12.5 

404 

15.5 

U  S  Fidelity  &  Gty 

8.5 

386 

-24.1 

9.9 

604 

16.5 

Seafirst 

10.1 

321 

30.0 

21.3 

122 

32.9 

Tenneco 

8.5 

387 

28.1 

15.6 

254 

36.< 

Bristol-Myers 

10.0 

322 

33.9 

11.3 

487 

29.2 

Amer  GenI  Insurance 

8.5 

388 

-10.4 

12.3 

414 

36.( 

Bethlehem  Steel 

10.0 

323 

27.0 

8.3 

716 

24.5 

Dana 

8^ 

388 

13.8 

10.6 

548 

18.C 

Squibb 

10.0 

324 

18.6 

8.1 

731 

23.5 

Texas  Gas  Transmn 

8.3 

390 

-2.2 

10.8 

529 

16.? 

Upjohn 

10.0 

325 

3.7 

14.8 

283 

32.7 

Steriing  Drug 

8.2 

391 

7.6 

9.8 

612 

i5e 

Otis  Elevator 

9.9 

326 

14.4 

14.0 

315 

23.5 

Fleming  Companies 

8.2 

392 

27.2 

11.9 

443 

41 

Edison  Bros  Stores 

9.9 

327 

43.1 

11.2 
6.6 

494 
806 

23.3 
26.9 

Flintkote 

8.2 

393 

-25.1 

6.8 

796 

-4 

GenI  Tire  &  Rubber 

9.9 

328 

-12.4 

Sperry  Rand 

8.2 

394 

22.5 

9.5 

632 

19  4 

PepsiCo 

9.9 

329 

24.5 

15.7 

249 

31.3 

Pullman 

8.2 

395 

11.7 

9.6 

630 

75.3 

Avon  Products 

9.9 

330 

-0.2 

14.3 

299 

12.8 

Central  Soya 

8.1 

396 

-25.6 

17.9 

180 

356 

Cutler-Hammer 

9.9 

330 

1.0 

7.1 

781 

20.2 

Clorox 

8.1 

396 

-6.8 

20.2 

138 

750 

Raytheon 

9.9 
9.8 

330 
333 

47.4 
11.7 

8.3 
12.4 

715 
410 

31.3 
15.0 

Allied  Stores 

8.1 

398 

41.0 

6.2 

822 

8.7 

Intl  Multifoods 

Central  Tel  &  Utils 

8.1 

398 

17.3 

1^7 

394 

264 

Chesebrough-Pond's 

9.8 

334 

16.7 

18.5 

166 

41.9 

Dresser  Industries 

8.1 

.398 

111.4 

14.7 

287 

7T 

INA 

9.8 

334 

-36.8 

16.5 

222 

22.2 

Southwest  Forest  Inds 

8.1 

401 

-53.6 

31.4 

36 

1 

Coastal  States  Gas 

9.7 

336 

10.5 

31.6 

35 

93.5 

Hobart 

8.0 

402 

0.2 

12.3 

416 

20  / 

Gamble-Skogmo 

9.7 

336 

-14.4 

6.1 

826 

6.4 

Brockway  Glass 

8.0 

403 

32.8 

11.9 

443 

2/  I 

Kellogg 

9.7 

338 

45.6 

12.1 

427 

39.2 

Westvaco 

8.0 

403 

-4.1 

10.3 

563 

20  6 
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5  years 
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This 

$22347. 


If  you  bought 
this  1973  Chev- 
rolet in  1973,  it 
would  have  cost 
about  $5,200. 

But  if  you  had 
to  buy  it  the  way 
your  insurance 
company  does- 
by  the  bumper, 
fender,  or  head- 
Ught,  a  part  at  a 
time-it  gets  to  be 
very  expensive. 

A  hood  for  a 
1973  Chevrolet  cost  $127  at  a 
body  repair  shop  in  1973— it 
cost  $180  in  1975. 

Added  up,  part  by  part, 
this  $5,200, 1973  Chevrolet  cost 
$22,347  in  1975. 

And  within  a  year,  it's 
estimated  this  cost  will 
increase  to  $25,000.  This 
affects  the  cost  of  everybody's 
auto  insurance. 

Because  insurance  is  simply 
a  means  of  spreading  risk. 


Insurance 
companies  col- 
lect premiums 
from  many  people 
and  compensate 
the  few  who  have 
losses. 

The  price  of 
insurance  must 
reflect  the  rising 
cost  of  compen- 
sating those 
losses  and  the 
work  that  goes 
into  doing  that. 
We  all  know  what's  been 
happening  to  the  cost  of  labor, 
materials,  and  medical  care,  and 
the  escalation  in  jury  awards. 
That's  why  your  premiums  have 
been  going  up. 

No  one  likes  higher  prices. 
But  we're  telling  it  straight. 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POLICY  MAKERS. 
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jgl 

5-Y«ar* 

1975tn 

5-Y»ar* 

1975tw 

5-Year* 

1975t  vs 

197S 

Company 

Averaga 

Rank 

1972-74 

Average 

Rank 

1972-74 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972 

1 

Witco  Chemical 

8.0% 

405 

-37.4% 

12.9% 

375 

28.8% 

National  Svc  Inds 

6.4% 

470 

-19.5% 

9.9% 

606 

3.     - 

Texasgulf 

8.0 

406 

45.3 

11.9 

448 

20.8 

National  Gypsum 

6.4 

472 

-30.7 

11.1 

505 

-3. 

Colonial  Stores 

8.0 

407 

47.5 

7.3 

770 

15.4 

Champion  Home 

6.3 

473 

P-D 

27.7 

59 

-30. 

bis 

Standard  Brands 

8.0 

407 

26.9 

9.7 

624 

27.9 

RR  Donnelley  &  Sons 

6.3 

473 

17.2 

7.4 

768 

27.!  *• 

H  J  Heinz 

7.9 

409 

70.3 

11.8 

450 

34.8 

Champion  IntI 

6.3 

475 

-27.2 

11.4 

482 

7.; 

P 

Tecumseh  Products 

7.9 

410 

-20.2 

5.3 

856 

-18.4 

CPC  International 

6.3 

476 

36.7 

11.9 

443 

38.1  r 

Skaggs  Companies 

7.9 

411 

60.2 

23.2 

99 

38.6 

CIT  Financial 

6.2 

477 

1.0 

3.1 

895 

16.8 

Richardson-Merrell 

7.9 

412 

12.7 

11.2 

490 

34.0 

Zaie 

6.2 

477 

6.2 

12.5 

405 

7.1 

fi 

Springs  Mills 

7.9 

413 

-72.9 

11.5 

470 

1.9 

General  Signal 

6.2 

479 

21.3 

16.8 

209 

31.: 

Nortrust  Corp 

7.8 
7.8 

414 
415 

33.8 

50.6 

22.1 
8.6 

112 
691 

33.0 
36.7 

Central  &  South  West 

6.2 

480 

5.1 

12.3 

420 

52.5 

Universal  Leaf 

Dravo 

6.1 

481 

26.0 

15.2 

262 

33.!  - 

Bank  of  New  York 

7.8 

416 

20.3 

13.4 

345 

19.2 

Oklahoma  Natural  Gas 

6.1 

481 

30.4 

12.0 

437 

85.J 

Interco 

7.8 

417 

5.2 

11.0 

513 

7.3 

Merrill  Lynch  &  Co 

6.1 

483 

82.5 

14.0 

318 

32.!  ■' 

Sunbeam 

7.8 

418 

-14.7 

13.3 

356 

21.4 

Martin  Marietta 

6.1 

484 

-11.5 

6.6 

808 

-4.4 

Dun  &  Bradstreet  Cos 

7.7 
7.7 

419 

420 

7.7 
-22.8 

11.5 
9.8 

468 
608 

19.9 
-3.8 

Lukens  Steel 

6.1 

485 

39.8 

9.2 

655 

41.i  ^ 

Whiripool 

Trans  Union 

6.1 

486 

-38.2 

19.2 

152 

49.1 

, 

Adolph  Coors 

7.7 

421 

13.8 

16.5 

223 

31.8 

American  Cyanamid 

6.0 

487 

16.2 

8.6 

701 

22.8 

Ashland  Oil 

7.7 

421 

26.6 

ia5 

163 

48.3 

Bucyrus-Erie 

6.0 

487 

47.7 

11.1 

502 

59.2 

J, 

Joy  Manufacturing 

7.6 

423 

153.4 

10.5 

551 

58.9 

Cullum  Companies 

6.0 

487 

-33.1 

25.6 

72 

68.6 

I 

Pu  relator 

7.6 
7.6 

424 
425 

8.3 
12.3 

16.0 
26.5 

240 
63 

15.5 
34.7 

Washington  Post 

6.0 

487 

-4.2 

10.9 

524 

22.8 

Bankers  Trust  NY 

Del  Monte 

6.0 

491 

71.0 

10.4 

560 

41.6 

Carborundum 

7.6 

426 

27.1 

10.9 

520 

33.8 

Firestone 

6.0 

492 

-5.4 

8.6 

692 

19.1 

Nashua 

7.6 

426 

-69.9 

21.3 

123 

27.4 

Lincoln  Natl  Corp 

6.0 

492 

-32.7 

10.6 

548 

15.4 

Texaco 

7.5 

428 

-27.7 

22.7 

105 

70.9 

Wachovia  Corp 

5.8 

494 

12.3 

14.1 

310 

-7.0 

Eltra 

7.5 
7.5 

429 
430 

18.1 
36.9 

9.4. 
11.7 

636 
456 

16.4 
28.1 

Reliance  Electric 

5.8 

495 

59.5 

14.9 

273 

38.0 

t 

Atlanta  Gas  Light 

Houston  Ltg  &  Power 

5.8 

496 

-16.0 

13.0 

372 

40.6 

_ 

Armco  Steel 

7.4 

431 

13.7 

1Z5 

407 

28.5 

Interpace 

5.7 

497 

35.5 

9.8 

616 

31.1 

m 

Inland  Steel 

7.4 

432 

3.2 

10.8 

533 

16.0 

Kraftco 

5.7 

498 

26.4 

9.1 

665 

27.9 

Crown  Central  Petrol 

7.4 

433 

-51.9 

22.4 

108 

70.4 

Norris  Industries 

5.7 

498 

-1.1 

9.4 

637 

7.6 

Airco 

7.3 
7.3 

434 
435 

82.8 
0.9 

6.9 
18.1 

792 
174 

31.2 
44.0 

Foremost-McKesson 

5.7 

500 

15.4 

6.8 

794 

12.9 

h 

Marathon  Oil 

Lane  Bryant 

5.7 

500 

-8.6 

9.8 

608 

9.0 

□  Paso  Company 

7.3 

436 

-37.0 

8.1 

734 

20.2 

Sybron 

5.7 

500 

12.6 

8.9 

673 

31.6 

K. 

Panhandle  Eastern 

7.3 

437 

12.8 

9.1 

659 

21.5 

Carolina  Pwr  &  Lt 

5.7 

503 

7.1 

1&3 

170 

59.7 

Riegel  Textile 

7.3 

437 

11.8 

7.5 

760 

3.3 

International  Nickel 

5.6 

504 

3.7 

9.9 

597 

39.2 

Middle  South  Utils 

12 
11 

439 
440 

-15.5 
38.3 

13.1 
12.9 

367 
382 

29.1 
42.2 

Wm  Wrigley  Jr 

5.6 

504 

41.0 

9.2 

656 

39.2 

Il 

Abbott  Laboratories 

Kimberly-Clark 

5.6 

506 

22.9 

9.5 

634 

22.2 

fe 

American  Natural  Gas 

7.1 

441 

8.8 

10.3 

567 

25.8 

Florida  Power 

5.5 

507 

40.1 

18.0 

176 

70.0 

A-T-0 

7.1 

442 

28.8 

&9 

673 

12.5 

Sears,  Roebuck 

5.5 

507 

-33.2 

8.1 

734 

9.5 

May  Dept  Stores 

7.1 

442 

10.1 

8.1 

734 

20.4 

BabcockS.  Wilcox 

5.5 

509 

38.4 

11.3 

483 

38.7 

Owens-Illinois 

7.1 
7.1 

444 
445 

16.1 
-4.5 

10.3 
10.3 

569 
565 

17.2 
25.5 

Beneficial  Corp 

5.5 

510 

-8.6 

7.0 

788 

2.5 

Crown  Zellerbach 

IntiTel&Tel 

5.4 

511 

-20.1 

18.9 

158 

13.0 

Campbell  Soup 

7.1 

446 

22.7 

8.4 

705 

24.2 

Norton 

5.4 

512 

-0.9 

6.9 

790 

18.1 

Warner  Communicatn 

7.0 

447 

15.8 

16.7 

215 

13.1 

Ford  Motor 

5.4 

513 

-88.0 

9.9 

601 

6.0 

Borden 

7.0 

448 

20.1 

10.0 

596 

26.5 

Dillingham 

5.4 

514 

50.0 

10.2 

576 

41.0 

Ceco 

7.0 
6.9 

448 
450 

26.7 
6.4 

8.8 
13.5 

683 
343 

6.4 
47.8 

Washington  Nati  Corp 

5.4 

514 

-34.1 

10.4 

558 

23.6 

Atlantic  Richfield 

First  Nati  Boston 

5.4 

516 

-6.5 

25.0 

79 

27.5 

Texas  Utilities 

6.9 

450 

-0.8 

11.5 

473 

34.8 

Hiram  Walker 

5.4 

517 

-17.2 

4.9 

864 

4.1 

American  Stores 

6.8 

452 

89.6 

9.7 

622 

24.0 

Ingersoll-Rand 

5.3 

518 

29.5 

13.3 

352 

46.5 

H  H  Robertson 

6.8 

453 

92.9 

103 

570 

20.7 

Jewel  Companies 

5.3 

519 

-7.4 

11.1 

507 

19.9 

Microdot 

6.8 

454 

7.1 

8.1 

730 

30.8 

Hercules 

5.2 

520 

-72.2 

10.6 

542 

16.4 

1 

Federated  Dept  Strs 

6.8 

455 

22.0 

10.0 

586 

19.2 

RHMacy 

5.2 

520 

15.9 

6.9 

790 

17.7 

Harsco 

6.8 

455 

60.2 

11.7 

455 

26.9 

Bendix 

5.2 

522 

18.6 

10.1 

584 

20.8 

CBS 

6.7 

457 

26.3 

8.9 

672 

18.8 

Transway  IntI 

5.2 

522 

16.7 

5.9 

831 

3.8 

Eaton 

6.7 

4b8 

-31.4 

9.9 

603 

7.7 

United  Telecom 

5.1 

524 

2.1 

17.8 

185 

19.8 

Shell  Oil 

6.7 
6.7 

459 
460 

33.3 
24.1 

10.5 
M.4 

551 
480 

37.7 
31.7 

J  C  Penney 

5.1 

525 

-29.9 

13.2 

357 

16.3 

( 

Peoples  Gas 

InU  Hanrester 

5.0 

526 

35.0 

10.0 

589 

26.1 

Pillsbury 

6.6 

461 

46.0 

10.0 

595 

45.9 

Chemical  New  York 

5.0 

527 

35.9 

26.2 

65 

53.1 

Seagram 

6.6 

462 

3.1 

6.3 

817 

13.3 

Continental  Tel 

5.0 

527 

-13.1 

laa 

169 

6.7 

Charter  New  York 

6.6 

463 

33.3 

23.8 

92 

29.2 

l-T-E  Imperial 

5.0 

5?9 

-7.6 

10.9 

5?? 

15'- 

American  Brands 

6.6 

464 

-1.7 

10,2 

576 

23.7 

Carter  Hawley  Hale 

4.9 

530 

-8.9 

14.2 

308 

15.i 

Union  Oil  California 

6.5 

465 

8.1 

13.7 

334 

57.8 

Emhait 

4.9 

531 

21.7 

6.1 

827 

25.8 

Rexnord 

6.5 

466 

71.4 

16.3 

229 

28.0 

Clark  Equipment 

4.9 

532 

1.4 

14.8 

282 

28.1 

AMAX 

6.5 

4b/ 

10.9 

9.6 

629 

-13.4 

Holiday  Inns 

4.9 

532 

-4.1 

15.0 

272 

7.1 

Natl  Detroit  Corp 

6.5 

468 

30.2 

17.2 

199 

26.4 

Armstrong  Cork 

4.9 

.S.34 

-40.0 

8.4 

711 

6.5 

Timken  Company 

6.5 

468 

24.0 

9.0 

670 

38.3 

Wisconsin  Elec  Power 

4.9 

.S34 

-4.0 

10.9 

517 

22.1 

Celanese 

6.4 

4/0 

-37.6 

7.0 

785 

10.8 

Combustion  Englnoerg 

4.9 

536 

22.8 

12.3 

420 

28.7 

•  The  growth  rate  may  be  for  less  than  5  years 

as  footnoted 

in  individual  Yardsticks.         f 

Latett  12  month*.         P-D  Profit  to  deficit. 
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who's  Where 
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Corresponding  Annual  Change  in  GNP  Price  Deflator 

:  5.2% 

EARNINGS  PER  SHARE 

1              SALES              1 

EARNINGS  PER  SHARE 

1                SAL^ 

5-Year' 

1975t  »s 

5-Year» 

1975t  »s 

5-Year» 

1975t  vs 

S-Year" 

1975t  vs 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Company 

Average 

Rank 

1972-74 

Average 

RanK 

1972-74 

Green  Giant 

^m 

537 

-17.7% 

13.40^ 

349 

9.8% 

Frederick  &  Herrud 

3.40/0 

603 

-4.8% 

,        37.8% 

18 

8O.90/0 

Consof  Natural  Gas 

4.8 

538 

18.1 

8.6 

694 

25.1 

United  States  Shoe 

3.3 

604 

24.0 

11.4 

476 

20.3 

fstone  Consolidated 

4.8 

538 

37.7 

9.1 

664 

24.8 

Automation  Inds 

3.3 

605 

321.9 

6.7 

801 

10.9 

Stokely-Van  Camp 

4.8 

540 

41.0 

7.1 

784 

43.9 

American  Elec  Power 

3.3 

606 

-5.3 

14.0 

320 

53.2 

lumbia  Gas  System 

4.8 
4.8 

541 
541 

-0.9 
-2.7 

9.3 
8.9 

649 
673 

28.5 
32.0 

Potomac  Elec  Power 

3.3 

606 

-28.6 

15.5 

256 

42.9 

Pabst  Brewing 

Chromalloy  American 

3.3 

608 

-16.0 

24.7 

86 

17.1 

First  Penna  Corp 

4.8 

543 

-7.9 

24.7 

83 

22.9 

Public  Service  Colo 

3.3 

608 

15.0 

11.2 

493 

42.5 

Gillette 

4.8 

543 

-7.9 

14.8 

284 

31.1 

Talley  Industries 

3.2 

610 

2.0 

2.2 

903 

6.8 

Cities  Service 

4.7 

545 

-6.2 

9.2 

654 

32.8 

Cleveland  Elec  Ilium 

3.2 

611 

-3.2 

12.6 

400 

45.3 

National  Can 

4.7 
4.7 

546 
547 

16.2 
3.3 

17.3 
14.5 

196 
293 

37.8 
41.7 

No  Indiana  Pub  Svc 

3.2 

611 

-10.8 

10.5 

553 

25.7 

So  Calif  Edison 

Metromedia 

3.2 

613 

13.8 

5.1 

861 

7.2 

BW  England  Electric 

4.7 

548 

13.4 

11.4 

479 

40.8 

National  Steel 

3.1 

614 

-27.8 

12.9 

385 

10.2 

Goodyear 

4.6 

549 

-11.6 

9.8 

617 

16.0 

Pet 

3.1 

614 

33.3 

8.2 

727 

14.1 

loudaille  Industries 

4.6 

550 

5.9 

7.7 

752 

2.0 

Hanna  Mining 

3.1 

616 

102.1 

7.7 

753 

54.4 

Union  Pacific 

4.6 
4.6 

551 
552 

1.4 
20.3 

14.3 
8.3 

304 
714 

26.4 
16.8 

Maytag 

3.1 

617 

-10.8 

5.9 

831 

4.3 

Purex 

USM 

3.1 

617 

9.8 

10.7 

537 

10.8 

Sherwin-Williams 

4.6 

552 

19.7 

9.7 

626 

20.1 

No  Illinois  Gas 

3.1 

619 

13.8 

12.7 

389 

46.0 

Ark  Louisiana  Gas 

4.6 

554 

21.8 

6.4 

815 

16.5 

Fidelcor 

3.0 

620 

-24.5 

21.9 

115 

21.4 

Stop  &  Shop 

4.5 

555 

33.6 

11.2 

494 

18.1 

Honeywell 

3.0 

621 

-33.7 

12.4 

411 

14.0 

Gulf  States  Utils 

4.4 

556 

-0.6 

12.2 

424 

19.9 

Security  Pacific 

3.0 

621 

10.5 

22.8 

104 

30.7 

SmithKline  Corp 

4.4 

557 

16.2 

9.6 

631 

27.0 

Magic  Chef 

3.0 

623 

P-D 

22.1 

112 

-11.3 

Delta  Air  Lines 

4.4 

558 

-53.9 

17.2 

198 

35.2 

Greyhound 

3.0 

624 

-6.0 

25.3 

76 

9.9 

Square  D 

4.4 

558 

-7.3 

12.0 

434 

15.1 

Johns-Manville 

2.9 

625 

-33.5 

10.8 

528 

15.6 

Carson  Pirie  Scott 

4.4 

560 

25.5 

6.1 

824 

7.1 

Long  Island  Lighting 

2.9 

625 

7.7 

13.2 

359 

41.2 

Simmons 

4.4 

560 

-25.1 

10.9 

524 

7.8 

Southeast  Banking 

2.9 

625 

-34.9 

34.9 

26 

37.3 

Dver  Ball  &  Bearing 

4.3 

562 

0.9 

9.1 

662 

8.4 

Anchor  Hocking 

2.8 

628 

3.6 

9.9 

607 

22.5 

Midland-Ross 

4.3 

562 

68.2 

2.6 

900 

34.8 

Western  Bancorp 

2.8 

629 

3.2 

16.7 

214 

20.1 

Textron 

4.3 

562 

-4.6 

4.9 

866 

26.1 

General  Motors 

2.8 

630 

-38.2 

87 

688 

6.1 

American  Tel  &  Tel 

4.3 

565 

6.1 

10.2 

573 

18.1 

Transamerica 

2.7 

631 

-18.6 

10.9 

518 

13.1 

Newmont  Mining 

4.3 

566 

-44.4 

16.7 

218 

26.6 

Richmond  Corp 

2.7 

632 

-67.6 

10.8 

527 

16.3 

oca-Cola  Boting  NY 

4.2 

567 

-25.8 

24.8 

80 

4.3 

Servomation 

2.7 

632 

-23.7 

8.2 

726 

12.2 

sociated  Dry  Goods 

4.2 

568 

-13.7 

9.8 

608 

9.1 

Dayco 

2.7 

634 

-10.6 

12.8 

388 

4.8 

Diamond  IntI 

4.2 

568 

15.3 

8.4 

706 

11.8 

Parker-Hannifin 

2.6 

635 

25.5 

13.0 

371 

22.8 

Libbey-Gwens-Ford 

4.2 

570 

-45.7 

11.5 

468 

4.1 

Stewart-Warner 

2.6 

635 

-2.5 

4.9 

868 

2.9 

ited  States  Gypsum 

4.2 

571 

-61.0 

11.8 

454 

6.8 

Oelmana  Power  &  Lt 

2.6 

637 

-9.8 

16.8 

211 

38.5 

Reeves  Brothers 

4.1 

572 

-50.0 

5.4 

850 

-2.3 

Southern  Pacific 

2.6 

637 

-39.2 

6.8 

795 

4.4 

Hoover 

4.1 

573 

-75.0 

10.7 

535 

10.4 

Miles  Laboratories 

2.6 

639 

2.5 

8.4 

709 

15.6 

Gulf  Oil 

4.1 

574 

4.8 

15.9 

242 

36.4 

So  New  England  Tel 

2.5 

640 

-10.5 

10.1 

582 

14.2 

PacificG&E 

4.1 

575 

-13.0 

9.4 

642 

34.5 

Household  Finance 

2.5 

641 

28.0 

14.2 

306 

19.9 

Philadelphia  Natl 

4.1 

575 

7.5 

24.e». 

87 

29.9 

Republic  Steel 

2.5 

642 

13.2 

8.4 

707 

18.4 

Cessna  Aircraft 

4.0 

577 

-13.8 

7.3 

771 

42.5 

Mohasco 

2.4 

643 

-58.8 

14.9 

280 

7.0 

U  S  Home 

4.0 

577 

P-D 

49.8 

6 

-14.3 

Allied  Products 

2.3 

644 

-92.8 

8.0 

740 

-2.8 

Public  Service  Ind 

4.0 

579 

-2.6 

8.9 

676 

20.9 

Morton-Norwich 

2.3 

645 

-26.2 

9.7 

626 

32.4 

Arthur  G  McKee 

3.9 

580 

85.0 

12.0 

434 

58.1 

Marshall  Field 

2.3 

646 

-12.4 

7.1 

781 

6.5 

Bell  &  Howell 

3.9 

580 

-28.4 

7.5 

766 

12.2 

Monfort  of  Colorado 

2.2 

647 

464.5 

16.6 

219 

-0.7 

No  States  Power 

3.9 

582 

14.0 

10.8 

530 

35.2 

Rich's 

2.2 

648 

-22.9 

9.7 

619 

10.9 

Fluor 

3.9 

583 

133.5 

12.3 

418 

118.0 

Pacific  Lighting 

2.2 

649 

5.3 

8.4 

712 

26.3 

Rockwell  IntI 

3.9 

584 

-21.1 

5.5 

846 

49.0 

Chemetron 

2.1 

650 

144.3 

7.5 

761 

26.9 

NCNB 

3.8 

585 

-29.6 

29.7 

45 

12.1 

Duquesne  Light 

2.0 

651 

-3.3 

14.0 

322 

49.9 

Dayton-Hudson 

3.8 

586 

40.1 

11.3 

485 

14.6 

Consolidated  Foods 

2.0 

652 

-87.8 

10.3 

567 

19.3 

Northeast  Utilities 

3.8 

587 

1.6 

14.0 

318 

27.5 

G  C  Murphy 

1.9 

653 

9.5 

P6 

843 

13.4 

Tektronix 

3.8 

587 

61.5 

10.5 

553 

60.3 

General  Public  Utils 

1.9 

654 

1.5 

15.6 

253 

34.9 

Gardner-Denver 

3.8 

589 

31.8 

10.6 

545 

52.1 

Nabisco 

1.9 

654 

9.6 

14.3 

303 

31.9 

la  Electric  &  Power 

3.8 

590 

22.0 

16.2 

231 

70.3 

Southern  Company 

1.8 

656 

17.0 

16.3 

229 

59.4 

Liggett  &  Myers 

3.8 
3.8 

591 
591 

19.4 
4.4 

3.9 
9.7 

882 
622 

5.6 
20.8 

Niagara  Mohawk  Pwr 

1.7 

657 

22.5 

10.5 

556 

32.1 

TRW 

F  W  Woolworth 

1.6 

658 

-2.7 

13.0 

372 

21.2 

Allegheny  Power 

3.7 

593 

6.8 

12.8 

387 

53.3 

Fruehauf 

1.6 

659 

-30.6 

15.0 

271 

31.8 

iltimore  Gas  &  Elec 

3.7 

593 

3.4 

12.9 

383 

36.6 

Cabot 

1.5 

660 

P-D 

12.9 

384 

26.0 

Pa  Power  &  Light 

3.6 

595 

3.7 

14.1 

310 

34.1 

Hammermill  Paper 

1.4 

661 

5.8 

9.8 

617 

6.1 

Dean  Foods  . 

3.6 
3.6 

596 
597 

130.2 
8.2 

7.2 
10.9 

775 
522 

18.8 
15.4 

Control  Data 

1.4 

662 

-65.8 

11.6 

464 

25.1 

fieneral  Tel  &  Elec 

E 1  du  Pont 

1.4 

663 

-66.3 

8.5 

703 

16.2 

Maryland  Cup 

3.5 

598 

4.4 

11.7 

457 

30.1 

Marsh  Supermarkets 

1.3 

664 

17.8 

11.0 

512 

18.7 

Kemper  Corp 

3.5 

599 

-61.6 

16.4 

228 

39.4 

Phelps  Dodge 

1.3 

665 

-49.5 

6.8 

797 

-14.0 

Northrop 

3.4 

600 

79.5 

8.0 

739 

34.0 

Trane 

1.3 

666 

-3.1 

9.4 

640 

305 

Borg-Warner 

3.4 

601 

-39.9 

8.0 

742 

8.0 

Cooper  Industries 

1.2 

667 

50.4 

12.6 

398 

43.6 

New  England  G  &  E 

3.4 

602 

-0.8 

17.5 

194 

40.3 

Time  Inc 

1.2 

668 

6.1 

4.7 

872 

28.5 

e  growth  rate  may  be  for  less  than 

5  years 

as  footnoted  in  individual  Yardsticks.          t 

Latest  12  months.          P  0  Profit  to  defic 

t. 
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EARNINGS  PER  SHARE 

1 

SALES 

■--:'-■:-■•-:■-.             ■ 

1 

S-Year* 

1975t  n 

5- Year- 

1975tw 

5-Ye«r« 

1975t  vs 

5-Year' 

1975t 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-7 

Cummins  Engine 

1.1% 

669 

-41.6% 

12.4% 

411 

I8.40/0 

Scott  Paper 

-1.1% 

735 

15.8% 

7.1% 

781 

21.5< 

ACF  Industries 

1.0 

670 

15.7 

7.6 

757 

27.9 

Penn-Dixie  Inds 

-1.2 

736 

-53.5 

15.7 

249 

-0.9 

Hyster 

1.0 

671 

-23.1 

3.& 

597 

31.3 

General  Instrument 

-X.2 

737 

-50.0 

9.4 

643 

-2.5 

Gerber  Products 

0.3 

672 

42.8 

7.3 

774 

18.7 

Sundstrand 

-1.3 

738 

54.1 

7.5 

764 

30.1 

Investors  Div  Svcs 

0.9 

673 

-63.0 

7.9 

746 

7.4 

Warnaco 

-1.3 

739 

P-D 

9.1 

659 

8.8 

Cincinnati  6  &  E 

0.9 

674 

-8.3 

10.2 

572 

31.4 

Union  Electric 

-1.4 

740 

19.6 

11.3 

487 

58.9 

Macmillan 

0.9 

674 

-14.0 

8.9 

677 

11.5 

Walgreen 

-1.5 

741 

-11.1 

8.6 

694 

16.0 

B  F  Goodrich 

0.8 

676 

-42.8 

8.0 

741 

10.3 

Equimark 

-1.7 

742 

-21.1 

32.2 

33 

14.9 

Studebaker-Worthngtn 

0.8 

677 

-10.4 

10.6 

542 

25.7 

Marine  Midland  Banks 

-1.7 

743 

-13.0 

21.3 

121 

9.8 

Curtiss-Wright 

0.8 
0.7 

678 
679 

82.7 
36.3 

4.0 
14.3 

881 
302 

26.9 
41.0 

N  L  Industries 

-1.8 

744 

-14.2 

7.8 

751 

0.0 

Consolidated  Edison 

Corning  Glass  Works 

-1.8 

745 

-66.8 

11.4 

476 

5.5 

Johnson  Controls 

0.7 

679 

-11.2 

10.7 

539 

11.9 

Transco  Companies 

-1.9 

746 

-40.0 

8.9 

679 

14.3 

North  Amer  Philips 

0.7 

679 

-39.2 

13.9 

327 

73.1 

National  Airlines 

-1.9 

747 

-62.3 

12.0 

438 

-2.6 

Hershey  Foods 

0.6 

682 

54.8 

10.2 

575 

20.6 

Crocker  Natl  Corp 

-2.1 

748 

17.4 

18.6 

161 

35.6 

Triangle  Industries 

0.6 
0.6 

683 
684 

-1.1 
-47.3 

7.2 
10.6 

777 
544 

-12.1 
18.7 

Saxon  Industries 

-2.2 

749 

-25.6 

17.1 

202 

12.8 

Alcan  Aluminium 

Reynolds  Metals 

-2.2 

750 

20.0 

10.4 

560 

12.6 

N  Y  State  Elec  &  Gas 

0.5 

685 

6.4 

10.0 

591 

27.2 

United  Technologies 

-2.3 

751 

40.2 

3.5 

889 

33.2 

Boston  Edison 

0.5 

686 

-15.6 

13.5 

339 

40.8 

St  Louis- San  Fran  Ry 

-2.4 

752 

-36.6 

8.2 

729 

5.0 

West  Point-Pepperell 

0.4 

687 

12.2 

5.7 

835 

7.3 

Detroit  Edison 

-2.4 

753 

-5.8 

12.0 

440 

35.7 

FMC 

0.4 
0.4 

688 
689 

47.1 
-1.6 

6.6 
11.2 

803 
490 

26.5 
44.7 

General  Cable 

-2.7 

754 

28.1 

2.0 

904 

-20.0 

Ohio  Edison 

Amer  Re-Insurance 

-2.7 

755 

P-D 

9.5 

634 

24.0 

Kellwood 

0.4 

690 

-93.1 

9.1 

659 

15.1 

Armstrong  Rubber 

-2.7 

756 

-36.4 

5.7 

841 

22.6 

So  Carolina  E  &  G 

0.4 

691 

20.3 

15.5 

225 

47.5 

UAL 

-2.8 

757 

-45.4 

10.4 

560 

16.1 

Pennwalt 

0.4 

692 

45.4 

9.8 

615 

32.9 

Collins  &  Aikman 

-2.8 

758 

-56.8 

10.5 

557 

-1.4 

IC  Industries 

0.4 
0.3 

693 
694 

-29.9 
-33.5 

12.3 
7.1 

417 
779 

29.2 
6.7 

Boeing 
Sperry  &  Hutchinson 

-2.8 
-2.9 

759 
760 

47.5 
-58.4 

1.5 
5.1 

908 
862 

17.0 
-9.1 

Uniroyal 

Girard 

0.3 

695 

-0.6 

23.2 

97 

16.9 

J  Weingarten 

-2.9 

761 

105.4 

9.9 

601 

26.9 

Thrifty  Drug  Stores 

0.2 

696 

-25.0 

9.1 

666 

28.8 

Wickes 

-3.0 

762 

-87.5 

19.9 

142 

2.6 

Commonwealth  Edison 

0.2 

697 

-7.8 

11.3 

484 

30.1 

Fuqua  Industries 

-3.1 

763 

-97.4 

13.3 

354 

8.0 

Alterman  Foods 

0.1 
0.1 

698 
698 

9.1 
9.3 

9.7 
3.5 

619 
888 

42.6 
10.4 

St  Paul  Companies 

-3.2 

764 

-27.6 

15.4 

259 

30.5 

Norfolk  &  Western  Ry 

Akzona 

-3.2 

765 

P-D 

20.7 

135 

-4.2 

San  Diego  Gas  &  Elec 

-0.1 

700 

-67.8 

14.0 

325 

46.7 

Zenith  Radio 

-3.3 

766 

-47.7 

5.5 

846 

0.5 

Insiico 

-01 

701 

-33.3 

10.0 

591 

-7.4 

Kaufman  &  Broad 

-3.4 

767 

P-D 

24.4 

88 

-12.6 

Kaiser  Alum  &  Chem 

-0.2 

702 

103.8 

9.3 

649 

23.9 

NCR 

-3.6 

768 

156.0 

9.8 

611 

20.1 

Standard  Oil  Ohio 

-0.2 
-0.3 

702 
704 

41.3 
-83.5 

15.5 
6.6 

257 
802 

43.3 
-13.6 

Occidental  Petroleum 

-3.6 

769 

78.5 

20.8 

131 

43.5 

Scovill  Mfg 

Continental  Can 

-3.7 

770 

62.6 

10.1 

584 

19.6 

Interstate  United 

-0.3 

705 

7.5 

6.5 

810 

31.0 

McGraw-Edison 

-3.7 

771 

-5.2 

7.3 

773 

6.3 

Illinois  Power 

-0.3 

706 

20.8 

9.4 

637 

32.7 

Hart  Schaff  &  Marx 

-3.8 

772 

-41.4 

8.1 

738 

1.2 

Great  Scott  Suprmkts 

-0.3 

707 

0.8 

13.4 

351 

29.4 

Westinghouse  Elec 

-3.9 

773 

-72.5 

9.8 

612 

-4.0 

Philadelphia  Electric 

-0.3 
-0.3 

708 
709 

-6.6 
-63.3 

15.1 
8.5 

268 
703 

37.9 
-0.8 

Phillips-Van  Heusen 

-4.0 

774 

-61.4 

8.6 

698 

-5.4 

ASARCO 

Consumers  Power 

-4.1 

775 

4.3 

12.5 

406 

47.2 

Pub  Svc  Elec  &  Gas 

-0.4 

710 

0.9 

13.2 

358 

37.2 

Burlington  Inds 

-4.1 

776 

-49.9 

4.6 

875 

-6.0 

New  York  Times 

-0.5 

711 

-5.4 

10.9 

518 

12.6 

Peoples  Drug  Stores 

-4.5 

777 

-92.6 

5.4 

852 

0,8 

Carrier 

-0.5 

712 

-75.4 

11.3 

489 

9.0 

Kennecott  Copper 

-4.7 

778 

-73.0 

9.9 

597 

3.2 

Kaiser  Industries 

-0.5 
-0.6 

712 
714 

81.5 
36.8 

11.8 
13.4 

452 
347 

34.7 
21.9 

Polaroid 

-4,7 

778 

14.7 

10.8 

530 

16,7 

Gray  Drug  Stores 

J  P  Stevens 

-5.1 

780 

-28.8 

3.6 

887 

0.1 

Duke  Power 

-0.6 

715 

-11.0 

15.8 

243 

43.8 

Western  Union 

-5.3 

781 

45.3 

6.2 

823 

13.4 

BrooViyn  Union  Gas 

-0.6 

716 

6.8 

8.6 

692 

45.9 

SCM 

-5.3 

782 

58.9 

7.6 

756 

22.3 

Burlington  Northern 

-0.7 

717 

-43.4 

7.6 

754 

15.0 

Sun  Chemical 

-5.4 

783 

PD 

16.1 

236 

17.4 

Kroger 

-0.7 

718 

25.9 

6.4 

812 

20.6 

Ludlow  Corp 

-5.5 

784 

PD 

8.8 

680 

-10.7 

General  Cigar 

-0.8 

719 

4.9 

5.1 

860 

13.4 

U  S  Industries 

-5.7 

785 

Jb 

17.6 

191 

-13.9 

Alcoa 

-0.8 

720 

-32.0 

8.0 

744 

9.1 

A  0  Smith 

-5.7 

786 

-70.0 

8.6 

698 

2.9 

Allegheny  Ludlum  Ind 

-0.8 

720 

-9.0 

9.7 

621 

8.5 

Harris  Corp 

-5.9 

787 

-80.1 

7.8 

749 

8.8 

Arvin  Industries 

-0.8 

722 

-57.2 

9.2 

658 

39.8 

Safeco 

-6.0 

788 

-46.8 

11.6 

465 

14.1 

Jonathan  Logan 

-0.8 
-0.8 

723 

-74.1 

7.5 

761 

-10.2 

Cyclops 

-6.0 

789 

PD 

17.6 

190 

°:Lj 

Chic  Pneumatic  Tool 

724 

19.0 

8.1 

733 

23.3 

Wallace-Murray 

-6.2 

790 

4.7 

6.2 

821 

3.3 

Fairmont  Foods 

-0.9 

725 

36.7 

7.9 

745 

17.7 

Pitney-Bowes 

-6.2 

791 

Mil 

12.7 

389 

18.1 

Brown  Group 

-0.9 

726 

-48.1 

11.7 

459 

13.2 

Ex-Cell-0 

-6.4 

792 

31.1 

1.4 

910 

23.6 

McGraw-Hill 

-0.9 

726 

24.4 

5.5 

849 

12.5 

Foodarama  Supermkts 

-6.4 

793 

DP 

-0.3 

919 

17.9 

Cannon  Mills 

-0.9 
-0.9 

728 
729 

33.9 

3.8 

884 

1.2 

Fieldcrest  Mills 

-6.8 

794 

-51.9 

6.7 

799 

2,1 

Amtel 

14.0 

24.0 

89 

65.4 

Supermarkets  General 

-7.0 

795 

-70.9 

18.0 

178 

15 

Dayton  Power  &  Light 

-0.9 

729 

14.2 

11.1 

502 

40.9 

Interstate  Brands 

-7.2 

796 

267.3 

8.4 

710 

30  1 

Carpenter  Technology 

-1.0 

731 

49.0 

6.6 

804 

35.1 

UOP 

-7.3 

797 

-50.3 

10.6 

545 

-2.0 

General  Foods 

-1.0 

732 

1.2 

10.1 

578 

24.6 

American  Can 

-7.3 

798 

104.1 

7.5 

764 

241 

Chessie  System 

-1.0 

733 

-12.6 

5.2 

858 

11.1 

Northwest  Airlines 

-7.5 

799 

-6.6 

8.4 

708 

33  f 

Sheller-Globe 

-1.1 

less  than 

734 

5  years 

38.8 
as  footnoted 

12.2 

422 

61.4 

First  Wisconsin  Corp 

-7.6 

800 

-12.3 

20.9 

128 

10  f 

•  The  growth  rate  may  be  for 

in  individual  Yardsticks.         f 
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1              SALES              1 

EARNINGS  PER  SHARE    1 

5-Year* 

5-Year' 

1975t  vs 

5-Year° 

1975t  v$ 

5-Year« 

1975t  vs 

1975fws 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Company 

Average 

Rank 

1972-74 

Average 

Rank 

1972-74 

Zayre 

-7.8% 

801 

-99.3% 

14.0% 

320 

6.50/0 

Arlen  Realty  &  Dvpt 

PD 

859 

D-D 

1.8% 

907 

-6.90/0 

BanCal  Tri-State 

-8.2 

802 

-3.6 

16.4 

227 

14.4 

Avco 

PD 

859 

D-D 

2.9 

897 

4.9 

Roper  Corp 

-8.3 

803 

15.2 

8.3 

713 

6.8 

Bangor  Punta 

PD 

859 

DP 

3.4 

890 

-11.6 

Grand  Union 

-8.4 

804 

24.4 

7.6 

754 

10.4 

E  T  Banwick  Inds 

PD 

859 

PD 

6.9 

793 

-21.5 

Alexander's 

-8.5 
-8.5 

805 
805 

225.8 
-43.9 

6.3 
5.2 

818 
859 

8.3 
2.8 

Borman's 

PD 

859 

98.30/0 

4.5 

876 

21.7 

Goldblatt  Brothers 

City  Stores 

PD 

859 

D-D 

0.1 

917 

-0.3 

Questor 

-8.6 

807 

PD 

10.0 

588 

10.4 

CNA  Financial 

PD 

859 

DP 

6.6 

806 

1.9 

Govt  Employees  Ins 

-8.7 

808 

PD 

16.1 

235 

18.2 

Columbia  Pictures 

PD 

859 

DP 

3.9 

883 

47.4 

United  Merch  &  Mfrs 

-8.9 

809 

PD 

5.8 

834 

8.9 

Cook  United 

PD 

859 

D-D 

2.7 

899 

-22.6 

Vornado 

-8.9 
-9.2 

810 
811 

-63.6 
-82.0 

3.4 
14.4 

892 
297 

15.0 
20.4 

Daylin 

PD 

859 

D-D 

16.0 

238 

-6.9 

Chubb 

Diversified  Inds 

PD 

859 

D-D 

2.3 

901 

-25.8 

Lear  Siegler 

-9.4 

812 

47.1 

5.5 

848 

4.1 

Eastern  Air  Lines 

PD 

859 

D-D 

11.9 

441 

19.4 

Southdown 

-9.5 

813 

-69.7 

16.8 

209 

38.9 

First  Natl  Stores 

PD 

859 

DP 

4.3 

878 

7.4 

Varian  Associates 

-9.5 

814 

31.1 

7.6 

759 

26.2 

Genesco 

PD 

859 

D-D 

4.4 

877 

-18.3 

Federal-Mogul 

-9.8 

815 

-92.1 

5.3 

853 

7.9 

WT  Grant 

PD 

859 

D-D 

8.7 

685 

-5.8 

Koehring 

-10.3 

816 

10.4 

9.4 

645 

14.3 

Great  Atl  &  Pac  Tea 

PD 

859 

D-D 

2.8 

898 

-4.0 

M  Lowenstein  &  Sons    - 

-10.3 

817 

PD 

8.1 

737 

-10.2 

Grolier 

PD 

859 

D-D 

7.6 

758 

-14.5 

Amer  Chain  &  Cable 

-10.4 

818 

-17.7 

5.7 

836 

30.3 

Grumman 

PD 

859 

DP 

-1.8 

923 

26.8 

Citizens  &  Southern 

-10.9 

819 

-50.9 

16.8 

213 

9.3 

Hartfield-Zodys 

PD 

859 

D-D 

17.8 

183 

-28.8 

Di  Giorgio     - 

-11.1 
-11.3 

820 
821 

PD 
PD 

8.3 
16.9 

718 
208 

17.3 
23.6 

IntI  Basic  Economy 

P  D 

859 

D-D 

2.3 

902 

-37.4 

Rose's  Stores     • 

IntI  Foodservice 

PD 

859 

D-D 

67.2 

2 

-0.9 

Cerro    - 

-12.2 

822 

PD 

7.1 

778 

-11.1 

Manhattan  Industries 

PD 

859 

D-D 

12.4 

409 

-0.5 

Bunker-Ramo     - 

-12.2 

823 

PD 

3.3 

893 

2.9 

National  Homes 

PD 

859 

DD 

11.0 

511 

-50.1 

Spencer  Foods 

-12.4 

824 

-99.2 

12.9 

381 

-0.3 

National  Kinney 

PD 

859 

PD 

18.0 

176 

4.7 

Clark  Oil  &  Refining 

-12.5 
-13.7 

825 
826 

PD 

26.3 

13.4 
5.8 

347 
833 

32.2 
24.8 

National  Tea 

PD 

859 

D-D 

0.3 

914 

17.5 

Cincinnati  Milacron 

Pan  Am  World  Airways 

PD 

859 

D-D 

7.0 

785 

11.8 

RCA 

-13.9 

827 

-39.9 

6.6 

804 

10.2 

Penn  Fruit 

PD 

859 

D-D 

8.7 

688 

-13.9 

Pneumo  Corp     ■ 

-14.0 

828 

DP 

20.8 

132 

35.5 

Philips  Industries 

PD 

859 

PD 

15.5 

258 

-20.6 

Shop  Rite  Foods 

-14.6 

829 

-48.9 

3.8 

885 

10.6 

Rapid-American 

PD 

859 

D-D 

12.7 

394 

-0.2 

ConAgra     • 

-14.8 

830 

DP 

20.2 

137 

23.7 

Redman  Industries 

PD 

859 

D-D 

15.7 

248 

-60.5 

Singer 

-15.0 

831 

PD 

8.3 

716 

-0.4 

Reliance  Group 

PD 

859 

P  D 

11.7 

457 

18.3 

DeSoto 

-15.5 

832 

PD 

9.0 

671 

-5.4 

Savannah  Foods 

PD 

859 

D  D 

17.4 

195 

72.5 

Fibreboard 

-15.7 

833 

PD 

8.8 

681 

-0.6 

F  &  M  Schaefer 

PD 

859 

D-D 

7.0 

787 

0.3 

Pueblo  international     • 

-17.9 

834 

PD 

13.5 

339 

8.6 

Seatrain  Lines 

PD 

859 

D-D 

29.6 

46 

46.3 

Dan  River 

-18.3 

835 

PD 

6.1 

825 

-11.5 

SuCrest 

PD 

859 

DP 

15.7 

247 

121.5 

^mmonwealth  Oil  Rfg 

-18.7 

836 

PD 

25.9 

69 

26.4 

Tappan 

PD 

859 

PD 

13.4 

350 

-10.9 

Sav-A-Stop    - 

-194 

837 

PD 

20.7 

133 

-1.8 

Trans  World  Airlines 

PD 

859 

PD 

15.0 

270 

35.0 

Rohr  Industries     • 

838 

PD 

8.2 

727 

27.0 

United  Brands 

PD 

859 

DP 

11.6 

463 

4.9 

Ryder  System     • 

M^ViV^^I 

839 

PD 

28.3 

53 

17.5 

Ward  Foods 

PD 

859 

DP 

4.9 

865 

16.4 

Hanes 

-19.9 

840 

PD 

11.9 

446 

10.0 

Wean  United 

PD 

859 

DP 

8.7 

687 

38.6 

Food  Fair  Stores 

-20.9 

841 

PD 

8.6 

696 

15.4 

White  Motor 

P  D 

859 

P  D 

6.3 

819 

9.6 

Thriftimart 

-21.2 

842 

-88.5 

0.9 

913 

16.5 

Allegheny  Airlines 

D-D 

907 

PD 

24.7 

85 

14.9 

Continental  Airlines     ■ 

-22.6 

843 

PD 

13.2 

359 

24.4 

American  Export  Inds 

D-D 

907 

D-D 

8.8 

682 

15.2 

SCOA  Industries 

-23.3 

844 

DP 

6.4 

812 

22.7 

Chicago  Milwaukee 

D-D 

907 

PD 

7.0 

789 

16.8 

Chrysler 

-23.7 

845 

PD 

9.0 

667 

0.9 

Chicago  Rock  Island 

DO 

907 

D-D 

6.1 

827 

-0.7 

Victor  Comptometer     ■ 

-24.4 

846 

PD 

8.1 

731 

-0.9 

Penn  Central 

D-D 

907 

D-D 

4.6 

873 

7.4 

Adgraph  Multigraph 

-24.5 

847 

-23.5 

5.3 

856 

18.3 

Rath  Packing 

DD 

907 

D-D 

5.4 

851 

16.3 

Whittaker 

-24.9 

848 

-20.4 

3.4 

891 

2.5 

American  Motors 

DP 

PD 

15.4 

260 

33.0 

American  Standard 

-29.6 

849 

29.2 

5.7 

837 

8.6 

Fairchild  Camera 

DP 

-35.8 

5.7 

837 

-9.3 

Ltton  Industries 

-30.0 

850 

DP 

8.6 

702 

27.3 

General  Refractories 

DP 

111.2 

12.1 

432 

48.3 

Cluett,  Peabody     • 

-33.0 

851 

PD 

6.0 

830 

-4.9 

Hygrade  Food  Prods 

DP 

40.2 

1.5 

908 

-5.4 

Fingerhut 

-36.3 

852 

PD 

14.6 

288 

4.8 

IntI  Systems 

DP 

71.7 

19.7 

145 

91.0 

Revere  Co>per 

-43.9 

853 

PD 

4.2 

880 

-19.6 

Libby,  McNeill 

DP 

67.9 

5.0 

863 

12.0 

Boise  Cascade 

-44.9 

854 

653.4 

-1.1 

921 

8.1 

LTV 

DP 

-21.5 

10.0 

591 

8.3 

Bergen  Brunswig 

-45.6 
-46.3 

855 
856 

DP 

PD 

6.7 

13.1 

800 
365 

37.8 
-33.4 

MGM 

DP 

195.4 

-0,2 

918 

43.4 

Fedders 

Moore  McCormack  Res 

DP 

179.5 

12.3 

418 

84.7 

Evans  Products 

-51.0 

857 

PD 

18.9 

156 

-20.9 

Twentieth  Century-Fox 

DP 

184.4 

5.3 

855 

36.4 

Marathon  Mfg 

-69.0 

858 

DP 

28.1 

55 

13.5 

Wheelabrator-Frye 

DP 

33.3 

28.0 

58 

29.9 

Allied  Supermarkets 

PD 

859 

PD 

6.2 

820 

1.1 

Holly  Sugar 

■^  ■:■ 

** 

11.5 

475 

60.5 

Amer  Beef  Packers 

PD 

P-D 

859 
859 

PD 

D-D 

28.0 
9.5 

57 
632 

-44.6 
12.1 

Franklin  Life  Ins 

** 

■■"' 

American  Airlines 

Walter  E  Heller  IntI 

*» 

-:;= 

** 

American  Bakeries 

PD 

859 

DP 

3.7 

886 

14.9 

Miss  River  Corp 

** 

V  ■:■■ 

s* 

Ampex 

PD 

859 

DP 

1.9 

905 

-10.6 

Republic  Natl  Life 

:■.;.■;: 

■:■  ■''■- 

;;:* 

Anaconda 

PD 

859 

PD 

1.3 

911 

-15.3 

Union  Bancorp 

** 

■:■■'-■ 

** 

Arden-Mayfair 

PD 

859 

D-D 

1.1 

912 

-10.8 

*  The  growth  rate  may  be  for  less  than  5  years  as  footnoted  in  individual  Yardsticks. 
D-D  Deficit  to  deficit.         ••  Not  available;  not  ranked. 


t  Latest  12  months.  PD  Profit  to  deficit. 


DP  Deficit  to  profit. 
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Who's  Where 

In  The  Stock  Market 


Ok  Ai.i.  tlic  company  performance 
rankinjis  in  this  issue,  slock  market 
performance  is  the  easiest  on  which 
to  measure  the  impact  of  inflation. 
Here  \vc-  are  not  concerned  with  as- 
sets or  inventories  or  accounting— on- 
ly dollars  invested  in  shares  of  com- 
mon stock.  Measured  hy  the  Con- 
sumer Price  Index,  pvuchase  prices  in 
the  U.S.  ha\e  increased  38.2%  since 
the  heginning  of  1971  (as  noted  at 
the  top  of  each  page  in  the  table 
beginning  below).  If  the  price  of  a 
conip.uiy's  shares  has  not  increased 
that  much,  they  have  declined  in 
real— non  inflated— value. 

In  this  year's  Stock  Market  rank- 
ings, only  183  companies  out  of  929 
bettered  the  inflation  rate  for  the  last 


five  year?;.  Four-fifths,  or  745  of  them, 
lost  ground.  And  one  company,  184th- 
ranked  Beatrice  Foods,  stayed  exact- 
ly even  with  a  38.2%  ri.se. 

What  did  it  take  to  stay  even  iii 
the  market?  It  took  one  of  the  best 
performances  in  American  industry. 
Measured  against  its  21  diversified 
food  competitors  (see  Yardsticks,  p. 
94),  Beatrice  ranked  No.  One  in  prof- 
itability with  five-year  returns  of  16.8% 
on  equity  and  14.6%  on  total  capital. 
Its  sales  growth  was  twice  the  average 
of  its  competitors,  and  its  eaniings- 
per-share  growth  was  almost  half 
again  a.s  good.  For  this,  the  market 
accords  Beatrice  a  well-above-average 
multiple  of  14  times  earnings. 

Does    that    mean    that    183    other 


companies  are  better  managed  than 
Beatrice  Foods?  Alas,  the  stock  mar- 
ket is  not  that  fair  in  its  valuation  of 
companies.  Take  the  No.  One  com- 
pany in  these  rankings,  NVF  Co. 
with  a  482%  stock  market  gain  over 
five  years.  NVF,  the  creation  of 
wheeler-dealer  Victor  Posner,  consists 
mainly  of  a  second-rate  steel  compa- 
ny, Sharon  Steel,  which  happened  to 
.s(\ak  up  some  windfall  profits  in  the 
steel  boom  of  1974.  Almost  all  of  its 
price  gain  came  from  that  one  show- 
ing. Today  NVF's  earnings  have 
plunged  75%  from  a  year  ago.  Its  1% 
price  is  well  below  its  $11.64  book 
value  and  represents  a  multiple  of  on- 
ly three  times  earnings. 

Long  run,  of  course,  the  stock  mar- 
ket does  tend  to  reward  superior  man- 
agement performance.  N\'F  was  low- 
priced  and  had  one  good  season;  its 
top  rank  will  be  sh(>rt-li\ed.  Beatrice 
has  had  many  good  years,  and  prom- 
ises to  rank  high  among  market  per- 
formers for  a  long  time  to  come.    ■ 


Who's  Where  in  the  Stock  Market 


Five-Year  Change  in  Consumer  Price  Index:  38.2% 


Rank 
'75      "74 


Company 


5-Year 
Price  Change 


1971-75 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Utest 

12- Month 
Earnings 
Per  Share 


Price/         Indicated 

Earnings         Annual 

Ratio  Dividend 


Current 
Yield 


1 

12 

NVF 

481.6% 

11  ys- 

IV4 

7% 

5.8 

%       43 

$  2.58 

3 

none 

0.00/0 

2 

* 

Cameron  iron  Works 

3%.0 

198    - 

21 

124 

2.3 

290 

17.85 

7 

$1.00 

0.8 

3 

15 

Archer  Danls  Midland 

382.3 

271/2- 

43/4 

233/4 

29.4 

699 

1.66 

14 

0.17 

0.7 

4 

2 

Roadway  Express 

372.7 

49  V2- 

7y2 

421/4 

19.7 

831 

1.68 

25 

0.40 

0.9 

5 

5 

Yellow  Freig^  System 

325.0 

383/4- 

7Vs 

34 

14.2 

484 

1.53 

22 

0.40 

1.2 

6 

1 

Chicago  Bridge  &  Iron 

306.5 

1231/2- 

151/2 

63 

9.8 

618 

3.77 

17 

1.50 

2.4 

7 

16 

McDoflatd's 

275.2 

773/8- 

143/4 

58 

40.0 

2,317 

2.05 

28 

none 

0.0 

8 

11 

Dow  Chemical 

271J 

951/2- 

241/8 

91  V8 

92.4 

8,422 

6.19 

15 

1.60 

1.8 

9 

4 

Schlumberger 

265.1 

925/8- 

i9y8 

71 

57.2 

4,060 

3.62 

20 

0.60 

0.8 

10 

■^ 

Moore  McCormack  Res 

264.5 

47^8- 

5% 

281/4 

3.5 

99 

8.06 

4 

0.80 

2.8 

11 

s 

Copperweld 

259.8 

421/8- 

11% 

41  Va 

2.6 

107 

7.23 

6 

2.40 

5.8 

12 

3 

IntI  Minerals  &  Chem 

243.0 

481/2- 

10 

353/8 

17.1 

603 

9.92 

4 

2.00 

5.7 

13 

6 

Baker  Oil  Tools 

229.9 

585/8- 

12^8 

441/8 

11.4 

505 

3.23 

14 

0.42 

1.0 

14 

115 

Hewlett-Packard 

222.1 

1201/2- 

291/2 

965/8 

27.6 

2,663 

3.04 

32 

0.30 

0.3 

15 

111 

A  E  Staiey  Mfg 

219.1 

65    - 

103/8 
1178 

501/4 

5.3 

267 

9.46 

5 

1.80 

3.6 

16 

* 

Colonial  Pemt  Group 

209.7 

70    - 

36 

16.2 

583 

2.56 

14 

0.40 

1.1 

17 

9 

Halliburton 

202.9 

1941/2- 

463/4 

143% 

19.2 

2,765 

10.36 

14 

1.32 

0.9 

18 

82 

MCA 

202./ 

89'/8- 

173/4 

703/4 

8.5 

600 

10.33 

7 

1.00 

1.4 

19 

18 

Air  Prods  &  Chems 

196.0 

79%- 

203/8 

631/2 

13.5 

856 

4.02 

16 

0.20 

0.3 

20 

40 

Crane 

190.4 

521/2- 
26V«- 

133/4 

55/8 

46 

15^8 

5.1 
3.7 

232 
59 

12.58 

508 

4 

2.00 

4.3 

21 

34 

Cook  Industries 

1/2.2 

3 

0.40 

2.5 

22 

' 

Hamischfeger 

168.1 

323/4- 

lOVs 

27 

4.4 

120 

6.45 

4 

1.20 

4.4 

23 

41 

Maremont 

159.8 

591/2- 

61/2 

173/4 

4.3 

76 

1.90 

9 

0.50 

2.8 

24 

185 

St  Joe  Minerals 

156.6 

391/4- 

9'/8 

34 

19.8 

674 

4.12 

8 

1.20 

3.5 

25 

54 

Fluor 

151.6 

49    - 

loys 

351/2 

14.7 

524 

2.53 

14 

0.40 

1.1 

26 

21 

Dillon  Companies 

151.0 

335/8- 

11% 

30. 

8.6 

257 

2.14 

14 

0.96 

3.2 

27 

64 

Houston  Natural  Gas 

150.0 

603/8- 

153/4 

49^8 

17.1 

852 

402 

12 

1.00 

2.0 

28 

80 

Union  Camp 

147.5 

78     - 

29y8 

751/2 

15.1 

1,142 

5.55 

14 

2.00 

2.6 

29 

132 

Butler  Manufacturing 

145.6 

30     - 

9% 

241/4 

3.9 

94 

3.71 

7 

0.90 

3.7 

30 

28 

92 

Deere 
Diamond  Shamrock 

145.1 

651/2- 

19^8 

501/4 

29.7 

1,492 

6.38 

8 

1.90 

3.8 

31 

142.2 

58    - 

16% 

541/2 

15.9 

869 

6.71 

8 

1.80 

3.3 

32 

53 

J  Ray  McDermott 

139.2 

561/4- 

143/4 

395/8 

15.6 

619 

721 

5 

0.80 

2.0 

33 

14 

DEKALB  AgResearch 

136.8 

63     - 

153/8 

363/4 

12.3 

453 

1.94 

19 

0.20 

0.5 

34 

110 

Texas  Instruments 

134.8 

138'/8- 

39% 

941/2 

22.9 

2,165 

2  72 

35 

1.00 

1.1 

35 

431 

Digital  Equipment 

133.6 

141     - 

453/8 

1333/4 

12.0 

1.609 

4.17 

32 

none 

0.0 

*  Not  ranked  last 

year. 

-■MHR^ 

-.,   1,^ 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change 

In  Cons 

umer  Price  index: 

38.2% 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'75      '74 

Company 

Price  Chanee 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

36       8 

GetfyOil 

131.5% 

1981/2- 

66 

1593/4 

18.6 

%  2,976 

$13.19 

12 

$2.00 

1.3% 

37     49 

W  W  Grainger 

129.5 

45    - 

11% 

271/4 

14.0 

383 

1.27 

21 

0.30 

1.1 

38       • 

Texis  Commerce  Bshs 

128.2 

503/4- 

123/4 

343/4 

10.9 

379 

3.05 

11 

1.00 

2.9 

39     27 

Jefferson-Pilot 

127.5 

407/8- 

13% 

31 

24.1 

746 

2.39 

13 

0.72 

2.3 

40     91 

Stauffer  Chemical 

127.0 

87     - 

35 

80 

9.6 

768 

9.57 

8 

2.40 

3.0 

41    380 

MGM 

126.6 

183/4- 

278 

1378 

12.7 

178 

2.45 

6 

1.00 

7.2 

42     10 

Philip  Morris 

125.3 

683/8- 

23% 

553/4 

59.3 

3.304 

3.47 

16 

1.00 

1.8 

43    103 

Monsanto 

123.8 

8078- 

3278 

74% 

34.7 

2.569 

7.72 

10 

2.60 

3.5 

44   113 

Gulf  &  Western  Inds 

120.7 

223/8- 

9 

21% 

30.1 

642 

4.49 

5 

0.60 

2.8 

45   692 

Denny's 

120.3 

203/4- 

578 

20% 

6.5 

132 

1.66 

12 

0.32 

1.6 

46    191 

Leaseway  Tran^ortn 

117.6 

551/2- 

9% 

33% 

7.2 

237 

2.87 

12 

0.70 

2.1 

47     52 

Univaf 

117.1 

31     - 

10 

28% 

2.2 

62 

6.61 

4 

1.40 

4.9 

48       * 

BiLO 

117.0 

303/8- 

7V4 

17 

1.9 

32 

3.47 

5 

0.48 

2.8 

49     63 

Lowe's  Companies 

116J 

711/2- 

18 

42 

8.7 

364 

1.26 

33 

0.14 

0.3 

50     19 

Daniel  International 

116.4 

323/8- 

7V4 

15 

7.0 

105 

2.16 

7 

0.70 

4.7 

51     75 

Albertson's 

111.2 

241/4- 

9% 

24 

6.4 

153 

2.28 

11 

0.60 

2.5 

52   373 

General  Dynamics 

109.2 

561/4- 

13% 

40 

10.5 

419 

7.43 

5 

none 

0.0 

53    142 

inland  Container 

107.8 

441/4- 

19 

421/4 

4.0 

168 

6.49 

7 

1.80 

4.3 

54     17 

Kerr-McGee 

106.8 

95^8- 

31% 

7178 

25.8 

1.854 

5.14 

14 

1.00 

1.4 

55    101 

Anderson-Clayton 

106.6 

3978- 

14% 

37% 

6.2 

234 

5.16 

7 

1.20 

3.2 

56    150 

Koppers 

104.7 

371/4- 

14% 

33 

11.7 

386 

4.67 

7 

1.40 

4.2 

57     48 

American  Intl  Group 

104.4 

713/4- 

251/4 

51% 

25.2 

1.299 

2.96 

17 

0.24 

0.5 

58     76 

Longs  Drug  Stores 

103.8 

851/2- 

301/4 

67% 

5.3 

355 

2.52 

27 

0.80 

1.2 

59     56 

Gannett 

102.9 

45     - 

16% 

34% 

21.1 

728 

1.77 

19 

0.60 

1.7 

60     74 

H  K  Porter 

102.8 

371/2- 

173/4 

36% 

1.2 

44 

7.82 

5 

2.20 

6.0 

61       * 

Masco 

101.6 

651/2- 

19 

46% 

12.3 

568 

2.49 

19 

0.36 

0.8 

62     26 

Genuine  Parts 

99.3 

501/8- 

17 

36% 

16.1 

582 

1.69 

21 

0.64 

1.8 

63       ' 

Athlone  Industries 

97.1 

101/4- 

3% 

8% 

4.4 

38 

2.62 

3 

0.40 

4.6 

64       * 

Buqrrus-Erie 

94.7 

255/8- 

8% 

19% 

20.3 

394 

1.43 

14 

0.56 

2.9 

65    121 

United  States  Steel 

94.3 

713/8- 

25 

63% 

54.2 

3.433 

11.33 

6 

2.80 

4.4 

66   247 

Massey-Ferguson 

93.9 

2778- 

8% 

1978 

18.3 

363 

4.46 

4 

1.00 

5.0 

67     89 

Kellogg 

91.7 

233/8- 

101/4 

23 

73.6 

1.693 

1.31 

18 

0.90 

3.9 

68   106 

Cone  Mills 

89.9 

431/8- 

14% 

40% 

3.1 

122 

6.17 

7 

1.50 

3.7 

69     29 

Phillips  Petroleum 

894 

713/8- 

261/4 

53% 

76.1 

4.073 

4.24 

13 

1.60 

3.0 

70       * 

Holly  Sugar 

89.3 

39    ■ 

10% 

33% 

1.6 

52 

tt 

— 

3.00 

9.1 

71      25 

First  intl  Bshs 

88^ 

6O1/2- 

19% 

40 

14.5 

581 

3.38 

12 

1.10 

2.8 

72     46 

Continental  Oil 

85J) 

75     - 

24% 

583/4 

50.7 

2.978 

6.21 

9 

2.00 

3.4 

73     33 

Upjohn 

85.0 

1043/8- 

23% 

443/4 

29.6 

1,324 

2.16 

21 

0.96 

2.1 

74    158 

Amsted 

84.4 

701/4- 

29% 

54% 

2.7 

146 

12.93 

4 

3.60 

6.6 

75    125 

General  Mills 

81,^ 

3378- 

14% 

293/4 

48.7 

1.450 

1.69 

18 

0.68 

2.3 

76    173 

Morrison-Knudsen 

81.6 

291/2- 

IIV4 

21 

2.6 

56 

3.90 

5 

0.88 

4.2 

77     65 

Standard  Oil  Ohio 

81.2 

86    - 

30 

70 

38.4 

2.688 

3.31 

21 

1.36 

1.9 

78   267 

Arthur  G  McKee 

81i) 

351/2- 

878 

22% 

1.5 

34 

3.75 

6 

1.30 

5.7 

79     66 

Ralston  Purina 

80.0 

493/4- 

2478 

471/4 

35.6 

1.684 

2.80 

17 

0.90 

1.9 

80     32 

Schering-Plough 

79.3 

87%- 

301/4 

56% 

53.9 

3.035 

2.48 

23 

0.88 

1.6 

81    106 

Nasli  Finch 

79J 

25    - 

12 

24% 

1.7 

42 

4.55 

5 

1.47 

6.0 

82   582 

Federal  Co 

79.1 

223/4- 

9 

21% 

2.9 

62 

4.64 

5 

1.40 

6.5 

83       * 

Miss  River  Corp 

78.9 

243/4- 

12 

201/4 

9.0 

183 

4.19 

5 

1.30 

6.4 

84    137 

LyfcevYoungstown 

78.6 

1878- 

4 

12% 

8.0 

100 

7.80 

2 

1.00 

8.0 

84  417 

Potiatch 

78.6 

513/8- 

19% 

50 

7.4 

372 

4.49 

11 

1.50 

3.0 

86   571      ' 

Tandy 

78.5 

251/4- 

478 

23% 

18.0 

419 

2.18 

11 

none 

0.0 

87     98     ^ 

S  S  l&esge 

77.8 

51V8- 

I81/4 

34% 

120.2 

4,133 

1.01 

34 

0.24 

0.7 

88     47 

Malone  &  Hyde 

76.8 

33%- 

121/4 

24% 

6.6 

161 

1.88 

13 

0.56 

2.3 

89     42 

Colgate^alffiolive 

76.7 

351/8- 

14% 

28% 

68.7 

1,932 

1.90 

15 

0.76 

2.7 

90     88 

TexasguH 

76.6 

36%- 

11% 

30% 

30.5 

924 

4.01 

8 

1.20 

4.0 

91    591 

White  ConsoHdated 

75.0 

28    - 

7% 

21% 

11.1 

239 

3.50 

6 

0.80 

3.7 

92   364 

Flicldnger 

74.8 

151/4- 

4% 

12% 

2.1 

26 

1.83 

7 

0.40 

3.3 

93     44 

Northwest  industries 

73.6 

391/2- 

143/4 

30% 

6.1 

187 

11.21 

3 

1.75 

5.8 

94     35 

.     Dresser  industries 

73.5 

70%- 

25 

59 

17.4 

1.024 

7.64 

8 

1.40 

2.4 

95     86 

Fred  Meyer 

73.4 

26%- 

9% 

16% 

5.3 

88 

1.67 

10 

0.35 

2.1 

96    127 

PACCAR 

72.9 

48     ■ 

14% 

24% 

8.2 

202 

1.56 

16 

0.70 

2.9 

97     62 

Pac  Gamble  Robinson 

72.7 

4378- 

151/4 

26% 

1.6 

42 

3.91 

7 

1.36 

5.1 

98       • 

Natl  Starch  &  Chem 

72.1 

651/2- 

241/4 

42 

6.5 

274 

2.65 

16 

0.80 

1.9 

99   447 

Allied  Stores 

70.8 

48%- 

151/4 

46% 

8.0 

367 

5.47 

8 

1.60 

3.5 

*  Not  ranked  last 

year.         ft  Not  available. 

FORBES,  JANUARY   1,    1976 


187 


Who's  Where  in  the 

Stock  Market 

Five-Year  Change 

in  Consumer  Price  Index: 

38.2% 

Shares 

Total 
Market 

Latest 
12- Month 

Price/ 

Indicated 

Rank 

S.Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

■75      '74 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

100     30 

Citicorp 

70.8% 

511/2-    161/2 

291/4 

123.8 

$  3,621 

$2.88 

10 

$0.88 

3.00/0 

101    157 

CFS  Continental 

70.7 

261/4-     71/4 

16 

5.1 

82 

1.51 

11 

0.06 

0.4 

102    354 

Boeing 

70.2 

31%-  11% 

241/4 

21.2 

513 

3.54 

7 

1.00 

4.1 

103    273 

Raytheon 

69.1 

593/4-  20 

461/2 

15.2 

705 

4.55 

10 

1.00 

2.2 

104    166 

Colt  Industries 

68.9 

3578-  13 

281/2 

6.5 

186 

8.51 

3 

2.00 

7.0 

105     36 

Standard  Oil  Ind 

67.2 

55     -  261/8 

44 

146.7 

6,454 

5.22 

8 

2.00 

4.5 

106       7 

General  Reinsurance 

66.3 

2561/2-  72 

149 

5.4 

811 

5.10 

29 

0.40 

0.3 

107       * 

IntI  Systems 

66.2 

80     ■  15 

291/2 

1.6 

47 

3.13 

9 

0.25 

0.8 

108     37 

Utah  International 

65.8 

7478-  23% 

46 

31.5 

1,451 

4.32 

11 

1.05 

2.3 

109   279 

Sperry  Rand 

65.4 

56     -  221/8 

423/8 

34.6 

1,467 

3.96 

11 

0.76 

1.8 

110     72 

Johnson  &  Johnson 

65.4 

133     -  565/8 

941/4 

57.8 

5,446 

3.15 

30 

0.85 

0.9 

111    284 

Edison  Bros  Stores 

64.8 

521/2-    163/4 

48 

4.0 

192 

4.90 

10 

1.48 

3.1 

112    758 

Fairchild  Camera 

63.8 

903/4-    163/8 

381/2 

5.4 

210 

2.54 

15 

0.80 

2.1 

113    245 

Perkin-Elmer 

63.5 

431/2-    141/2 

253/4 

17.4 

449 

1.09 

24 

0.30 

1.2 

114     20 

Capital  Holding  Corp 

63.4 

323/4-  135/8 

2278 

28.4 

651 

1.81 

13 

0.34 

1.5 

115   474 

Pillsbury 

63.0 

431/4- 153/4 

43 

11.2 

483 

2.89 

15 

1.00 

2.3 

116     55 

Pittston 

62.6 

405/8-       93/8 

311/8 

35.9 

1,116 

5.14 

6 

0.80 

2.6 

117       * 

Tektronix 

62.6 

651/2-   181/8 

451/8 

8.7 

392 

3.08 

15 

0.24 

0.5 

118       * 

Westmoreland  Coal 

62.6 

571/2-     7% 

38 

6.8 

259 

8.23 

5 

1.00 

2.6 

119   349 

Beech  Aircraft 

62.3 

1678-     63/8 

1278 

7.3 

95 

2.26 

6 

0.75 

5.8 

120     39 

Southern  Railway 

62.2 

57     -  293/4 

51 

14.5 

739 

4.42 

12 

2.12 

4.2 

121    189 

Globe-Union 

62.1 

40     -  113/4 

231/2 

2.0 

47 

3.06 

8 

1.00 

4.3 

122   389 

Bendix 

61.6 

525/8-  20 

42% 

12.1 

518 

4.89 

9 

2.00 

4.7 

123    104 

Caterpillar  Tractor 

61.4 

775/8-  381/8 

69 

57.2 

3,948 

6.59 

10 

2.00 

2.9 

124    162 

International  Paper 

61.4 

6I1/2-  281/2 

5678 

44.2 

2,512 

4.73 

12 

2.00 

3.5 

125    123 

Baxter  Laboratories 

60.4 

615/8-  241/8 

411/2 

31.7 

1,314 

1.37 

30 

0.19 

0.5 

126     58 

Procter  &  Gamble 

60.3 

120     -  56 

93 

82.5 

7,669 

4.18 

22 

2.00 

2.2 

127     45 

Union  Pacific 

59.9 

973/4-  461/2 

743/4 

23.0 

1,719 

5.38 

14 

2.80 

3.7 

128     73 

Briggs  &  Stratton 

59.7 

635/8-  271/2 

445/8 

7.2 

323 

2.76 

16 

1.60 

3.6 

129    105 

Merck 

59.6 

1011/2-  465/8 

79 

75.4 

5.958 

3.03 

26 

1.40 

1.8 

130   295 

Amer  Broadcasting 

58.5 

403/4-    111/2 

201/2 

17.2 

353 

1.83 

11 

0.80 

3.9 

131    100 

Carnation 

57.3 

951/4-  3878 

741/2 

18.6 

1,386 

4.57 

16 

1.30 

1.7 

132   383 

CBS 

57.0 

63     -  243/8 

471/8 

28.3 

1,334 

4.19 

11 

1.66 

3.5 

133     60 

Amer  Home  Products 

56.9 

483/4-  233/8 

37 

156.9 

5.807 

1.54 

24 

0.92 

2.5 

134     24 

Ingersoll-Rand 

56.8 

981/4-  45 

703/4 

17.7 

1.255 

6.34 

11 

2.48 

3.5 

135    126 

H  J  Heinz 

56.2 

57     -  27 

531/2 

15.1 

809 

4.48 

12 

1.28 

2.4 

136     93 

Motorola 

56.0 

69     -  253/4 

421/8 

28.2 

1,189 

1.18 

36 

0.70 

1.7 

137   330 

Amer  Hoist  &  Derrick 

55.9 

175/8-     71/2 

13% 

3.1 

42 

2.96 

5 

0.70 

5.1 

138     51 

Pullman 

55.8 

535/8-  171/8 

291/4 

10.9 

319 

3.28 

9 

1.20 

4.1 

139     68 

Vulcan  Materials 

55.4 

361/4-  201/2 

32% 

5.6 

182 

5.03 

6 

1.80 

5.5 

140   329 

Walt  Disney 

55.0 

1153/4.  I61/4 

501/8 

30.7 

1,536 

2.00 

25 

0.12 

0.2 

141    146 

Burroughs 

54,9 

1263/8-  521/4 

84% 

39.6 

3.349 

3.89 

22 

0.60 

0.7 

142    153 

Interlake 

54.6 

261/2-  131/8 

25% 

5.4 

136 

5.96 

4 

2.00 

8.0 

143     70 

Winn-Dixie  Stores 

54.0 

443/8-   223/4 

381/4 

19.2 

734 

2.70 

14 

1.44 

3.8 

144     57 

Northwestern  Steel 

53.4 

46     -  211/2 

34 

7.5 

255 

2.64 

13 

2.40 

7.1 

145     31 

J  P  Morgan  &  Co 

53.2 

731/2-  303/4 

51% 

36.7 

1,895 

4.68 

11 

1.80 

3.5 

146   216 

McLean  Trucking 

52.0 

565/8-  153/8 

371/4 

2.8 

104 

4.04 

9 

0.80 

2.1 

147     61 

AMP 

52.0 

5278-  18 

2878 

37.1 

1,070 

0.83 

35 

0.37 

1.3 

148   212 

Cooper  Industries 

51.3 

581/2-  18 

453/8 

4.9 

223 

5.73 

8 

1.44 

3.2 

149   314 

Turner  Construction 

51.1 

283/4-  101/4 

17 

1.1 

18 

3.25 

5 

1.32 

7.8 

150     71 

Scrivner 

50.8 

151/2-     6 

10% 

1.3 

14 

2.94 

4 

0.50 

4.7 

151    274 

Seafirst 

50.7 

343/8-  14 

26 

9.0 

234 

3.76 

7 

1.12 

4.3 

152       ' 

Uberty  Natl  Life 

50.4 

381/2-  151/4 

25% 

19.9 

506 

2.08 

12 

0.60 

2.4 

153      13 

Williams  Companies 

50.2 

381/2-  141/2 

251/4 

19.3 

487 

5.82 

4 

0.60 

2.4 

154  492 

155  '^ 

Howard  Johnson 

49.7 

3478-    4 

15% 

21.9 

342 

1.11 

14 

0.24 

1.5 

Tyler 

49.6 

3278-  11% 

21% 

2.7 

56 

5.14 

4 

0.60 

2.8 

156    172 

Standard  Brands 

49.5 

393/4-  1978 

361/4 

27.3 

988 

228 

16 

1.14 

3.1 

157     90 

Fed-Mart 

49.1 

221/2-   101/8 

1678 

1.1 

18 

3.95 

4 

0.60 

3.6 

158   287 

United  Technologies 

48.2 

621/8-    203/4 

50 

12.0 

602 

7.34 

7 

2.00 

4.0 

159    130 

Union  Carbide 

48.0 

661/2-  291/4 

59 

61.2 

3,613 

7.15 

8 

2.40 

4.1 

160  257 

161  136 

McLouth  Steel 

47.0 

20%-     73/8 

18% 

5.4 

100 

2.13 

9 

1.60 

8.6 

Thiokol 

46.5 

22     ■     81/2 

13 

5.7 

74 

2  42 

5 

0.70 

5.4 

162  177 

163  303 

Bethlehem  Steel 

46.5 

401/4-  201/4 

331/2 

43.7 

1,463 

6.60 

5 

2.75 

8.2 

May  Dept  Stores 

46.2 

5478-  16 

48»/4 

15.0 

726 

3.44 

14 

1.60 

3.3 

*  Not  ranked  last  ] 

^ear. 
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who's  Where  in  the 

Stock  Market 

Five-Year  Change 

in  Consumer  Price  Index: 

38.2% 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'75      '74 

Company 

Price  Change           Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

164    135 

First  Bank  System 

45.9% 

69V4- 

25 

441/2 

14.8 

$     658 

$  4.19 

11 

$1.52 

3.40/0 

165    569 

Skaggs  Companies 

45.9 

36     - 

73/4 

32% 

5.0 

159 

2.36 

14 

0.60 

1.9 

166    145 

Campbell  Taggart 

45.5 

421/2- 

I61/4 

36 

4.4 

159 

4.03 

9 

1.40 

3.9 

166    250 

Jack  Eckerd 

45.5 

431/2- 

10 

26 

18.8 

488 

1.34 

19 

0.36 

1.4 

168   316 

Northrop 

UJ 

231/4- 

9% 

223/4 

5.5 

125 

4.13 

5 

1.20 

5.3 

169 

Naico  Chemical 

44.5 

413/4- 

13 

30% 

20.0 

613 

1.57 

20 

0.72 

2.4 

170   318 

Flavorland  Inds 

43.7 

iiys- 

1 

6% 

2.0 

13 

1.61 

4 

none 

0.0 

171    159 

Mercantile  Stores 

43.4 

851/2- 

281/4 

56% 

5.9 

334 

4.18 

14 

0.80 

1.4 

172     95 

American  Express 

42.7 

693/4- 

173/4 

38% 

71.5 

2,781 

2.08 

19 

0.80 

2.1 

173    272 

Central  Soya 

42.2 

233/4- 

9% 

16 

15.4 

246 

1.19 

13 

0.60 

3.8 

174    269 

Eastman  Kodak 

42.2 

1513/4- 

57% 

1071/2 

161.6 

17,370 

3.90 

28 

2.06 

1.9 

175   374 

Gould 

42.0 

403/4- 

131/8 

29 

8.8 

256 

3.88 

7 

1.20 

4.1 

176   398 

Time  Inc 

41.9 

643/4- 

241/2 

6O1/2 

10.0 

604 

4.48 

14 

2.00 

3.3 

177     87 

Rohm  &  Haas 

41.8 

116     - 

413/4 

61 

12.8 

780 

2.21 

28 

1.28 

2.1 

178    133 

Moore  Corp 

41.3 

643/4- 

321/2 

483/4 

28.0 

1,366 

2.63 

19 

1.20 

2.5 

179   691 

Rite  Aid 

40.9 

563/4- 

2^/2 

151/2 

10.3 

159 

0.91 

17 

0.16 

1.0 

180     83 

Allied  Chemical 

40.4 

541/4- 

23 

33% 

27.9 

945 

3.89 

9 

1.80 

5.3 

181    353 

Federated  Dept  Strs 

40.0 

59     - 

20% 

541/4 

44.4 

2,410 

3.14 

17 

1.24 

2.3 

182    128 

Inland  Steel 

39.6 

45     - 

25% 

383/4 

18.0 

699 

5.43 

7 

2.40 

6.2 

183    140 

Atlantic  Richfield 

39.4 

1133/4- 

47% 

911/2 

47.0 

4,302 

5.86 

16 

2.50 

2.7 

184   241 

Beatrice  Foods 

38.2 

301/4- 

12% 

24% 

77.3 

1,903 

1.75 

14 

0.76 

3.1 

185    102 

Gardner-Denver 

38.1 

361/4- 

I61/4 

25% 

19.0 

483 

1.96 

13 

0.76 

3.0 

186   264 

Ogden 

38.0 

213/8- 

111/2 

15% 

9.7 

153 

4.61 

3 

1.00 

6.3 

187    139 

Super  Valu  Stores 

37.9 

33     - 

11% 

24% 

3.8 

93 

3.18 

8 

1.10 

4.6 

188   381 

Sysco 

37.8 

371/4- 

8% 

21 V2 

3.3 

72 

2.54 

8 

0.28 

1.3 

189    232 

Blue  Bell 

37.7 

523/4- 

12 

361/2 

6.1 

224 

4.19 

9 

0.80 

2.2 

190    151 

Central  Steel  &  Wire 

37.5 

90     - 

62 

88 

0.3 

30 

29.27 

3 

6.00 

6.8 

191    304 

VFCorp 

36.8 

341/4- 

9 

26% 

9.8 

259 

2.62 

10 

1.10 

4.2 

192    286 

Certain-teed  Prods 

36.5 

305/8- 

6I/2 

16% 

12.0 

193 

0.81 

20 

0.60 

3.7 

193    283 

Federal  Paper  Board 

36.0 

31%- 

15 

251/2 

2.9 

75 

4.31 

6 

1.50 

5.9 

194   228 

Chesebrough-Pond's 

36.0 

92     - 

263/4 

62% 

15.9 

993 

2.89 

22 

1.36 

2.2 

195    370 

Revco  D  S 

36.0 

56     - 

11 

341/2 

6.3 

217 

1.90 

18 

0.40 

1.2 

196    138 

Wheeling-Pitts  Steel 

35.9 

3iy8- 

101/4 

15% 

3.7 

57 

5.01 

3 

none 

0.0 

197        * 

Santa  Fe  IntI 

35.4 

521/8- 

13 

22 

9.5 

210 

2.87 

8 

0.30 

1.4 

198    179 

AMAX 

35.3 

561/4- 

251/4 

451/2 

23.9 

1,085 

4.61 

10 

1.75 

3.8 

199   309 

Continental  Corp 

34.1 

48     - 

23% 

441/2 

25.5 

1,136 

3.58 

12 

2.60 

5.8 

200    263 

Ralph  M  Parsons 

34.0 

35     - 

9V4 

23% 

2.3 

54 

3.91 

6 

0.80 

3.4 

201    296 

PepsiCo 

34.0 

9oy8- 

291/4 

71 

23.7 

1,686 

4.19 

17 

1.60 

2.3 

202      38 

Hercules 

33.7 

44     - 

201/4 

281/2 

41.9 

1,195 

0.57 

50 

0.80 

2.8 

203    359 

Dana 

33.3 

401/4- 

14 

37% 

14.6 

541 

4.26 

9 

1.44 

3.9 

204    211 

St  Regis  Paper 

32.9 

371/4- 

18 

33 

21.7 

717 

3.92 

8 

1.52 

4.6 

205    732 

Twentieth  Century-Fox 

32.9 

17     - 

41/2 

12% 

7.6 

92 

2.55 

5 

0.40 

3.3 

206     99 

Northern  Natural  Gas 

32.4 

353/4- 

16% 

34 

21.9 

746 

5.39 

6 

1.76 

5.2 

207    218 

Alexander  &  Baldwin 

32.3 

221/2- 

10 

15% 

9.2 

146 

3.21 

5 

1.60 

10.1 

208   251 

West  Point-Pepperell 

32.2 

39     - 

173/4 

34% 

4.8 

167 

4.15 

8 

2.00 

5.7 

209   355 

Great  Western  United 

31.8 

465/8- 

IV2 

351/4 

2.1 

74 

28.01 

1 

none 

0.0 

210   209 

Esmark 

31.2 

36     - 

16% 

31% 

15.8 

501 

4.88 

6 

1.52 

4.8 

211      97 

Charter  Company 

31.2 

103/4- 

272 

4 

17.6 

70 

1.20 

3 

0.08 

2.0 

212    129 

BankAmerica  Corp 

30.5 

503/4- 

23% 

413/4 

69.1 

2,884 

4.27 

10 

1.48 

3.5 

213    324  . 

Connecticut  General 

29.8 

583/8- 

221/4 

431/4 

27.3 

1,179 

4.21 

1" 

0.96 

2.2 

214    196.- 

General  Signal 

29.6 

591/4- 

171/4 

371/4 

7.8 

289 

3.08 

12 

0.84 

2.3 

215    240 

Westvaco 

29.4 

407/8- 

14% 

293/4 

11.1 

330 

3.51 

8 

1.50 

5.0 

216    156 

CPC  International 

29.0 

501/4- 

23% 

43% 

23.6 

1,037 

4.46 

10 

2.14 

4.9 

216     67 

Safeway  Stores 

29.0 

52%- 

271/4 

43% 

25.9 

1,138 

4.63 

9 

2.00 

4.6 

218     59 

St  Paul  Companies 

27.1 

541/4- 

15% 

34 

21.0 

713 

1.82 

19 

0.72 

2.1 

219     69 

Weyerhaeuser 

27.1 

46     - 

20% 

36% 

126.8 

4,614 

1.50 

24 

0.80 

2.2 

220    335 

Hoerner  Waldorf 

25.7 

21%- 

63/4 

15 

14.1 

211 

2.05 

7 

0.72 

4.8 

221    178 

Northwest  Bancorp 

25.4 

671/2- 

231/4 

45% 

11.8 

533 

4.84 

9 

1.70 

3.8 

222    183      • 

Marathon  Oil 

25.2 

543/4- 

26 

45% 

29.9 

1,356 

4.27 

11 

1.80 

4.0 

223    165 

Commercial  Metals 

25.1 

16%- 

61/4 

12 

2.2 

26 

4.28 

3 

0.60 

5.0 

224    595 

Marriott 

24.9 

38     - 

6% 

16% 

32.5 

540 

0.71 

23 

none 

0.0 

225    265 

Knight-Ridder  News 

24.4 

57%- 

13% 

28 

16.0 

449 

1.90 

15 

0.54 

1.9 

226    181 

Minn  Mining  &  Mfg 

24.0 

91%- 

43 

61% 

114.5 

7,025 

2.18 

28 

1.35 

2.2 

227    197 

Gt  Northern  Nekoosa 

23.9 

47%- 

24% 

43% 

7.3 

314 

6.79 

6 

1.80 

4.2 

*  Not  ranked  last 

year. 
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Who's  Where  in  the  Stock  Market 

Five- 

Year  Change 

'  in  Consumer  Price  Index: 

38.2% 

Shares 

Total 
Market 

Latest 
12-Month 

Price/ 

Indicated 

Rank 
•75      '74 

5-Yea. 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

228    171 

Joy  Manufacturing 

23.80/0 

45      - 

121/8 

31 1/2 

12.0 

$      379 

$  3.50 

9 

$0.90 

2.9% 

229    117 

Western  Air  Lines 

23.2 

163/4- 

SVz 

83/4 

15.2 

133 

0.48 

18 

0.40 

4.6 

230    364 

Big  Bear  Stores 

23.0 

41^8- 

12 

223/4 

1.3 

29 

4.91 

5 

1.20 

5.3 

231    200 

Timken  Company 

22.8 

443/4- 

241/8 

403/8 

11.1 

449 

5.77 

7 

2.20 

5.4 

232    582 

Avnet 

22.7 
22.7 

155/8- 

41/8 

101/8 

11.7 

118 

1.97 

5 

0.50 

4.9 

233    188 

Foster  Wheeler 

641/2- 

13 

23 

3.7 

.  84 

3.68 

6 

1.10 

4.8 

234    243 

Consol  Freightways 

22.0 

SlVs- 

85/8 

183/4 

11.9   • 

224 

1.30 

14 

0.70 

3.7 

235    258 

Armco  Steel 

21.9 

34     - 

151/4 

253/4 

29.4 

757 

4.69 

5 

1.60 

6.2 

236    367 

IntI  Multifoods 

21.8 

351/2- 

163/4 

261/2 

3.5 

94 

3.70 

7 

1.36 

5.1 

237        * 

Bausch  &  Lomb 

21.5 

973/8- 

171/8 

29 

5.7 

166 

2.21 

13 

0.60 

2.1 

238   220 

Fleming  Companies 

21.1 

153/4- 

8I/2 

135/8 

6.2 

84 

1.81 

8 

0.80 

5.9 

239    549 

Carson  Pirie  Scott 

21.1 

201/2- 

63/4 

151/4 

2.3 

35 

3.02 

5 

0.90 

5.9 

240    406 

Scott  &  FeUer 

20.7 

453/4- 

81/8 

203/8 

7.6 

154 

1.98 

10 

1.08 

5.3 

241    226 

Whirlpool 

20.4 

401/8- 

11 

27 

36.1 

974 

1.29 

21 

0.80 

3.0 

242   337 

Petrolane 

20.4 

33     - 

71/2 

221/8 

9.4 

208 

2.69 

8 

0.50 

2.3 

243    678 

Pneumo  Corp 

20.3 

13%- 

21/2 

11% 

2.1 

24 

2.89 

4 

0.80 

6.7 

244    224 

Union  Oil  California 

19.8 

563/4- 

271/4 

431/8 

31.3 

1,349 

6.43 

7 

1.98 

4.6 

245    184 

Signode 

19.7 

54     - 

181/8 

341/2 

7.2 

250 

2.55 

14 

1.00 

2.9 

246    195 

American  Petrofina 

19.3 

401/2- 

203/8 

313/4 

10.7 

339 

5.00 

6 

2.00 

6.3 

247    144 

Franklin  Life  Ins 

19.2 

341/2- 

115/8 

185/8 

21.0 

391 

tt 

— 

0.84 

4.5 

248    149 

Chessie  System 

19.0 

37%- 

I8I/2 

313/8 

18.4 

578 

3.41 

9 

2.10 

6.7 

249    291 

Ettra 

18.4 

395/8- 

17 

321/8 

7.5 

241 

4.84 

7 

1.60 

5.0 

250     23 

Murphy  Oil 

18.2 

501/2- 

123/8 

161/4 

12.5 

204 

3.30 

5 

0.60 

3.7 

251      43 

Black  &  Decker 

18.1 

423/8- 

18 

223/8 

41.6 

931 

0.85 

26 

0.40 

1.8 

252      79 

Seagram 

18.1 

491/4- 

241/2 

29 

35.1 

1.017 

2.11 

14 

0.80 

2.8 

253    168 

Chemetron 

17.9 

451/8- 

131/2 

301/2 

3.8 

116 

8.16 

4 

1.40 

4.6 

254    473 

Hobart 

17.6 

38    - 

10 

241/4 

11.4 

276 

1.76 

14 

0.80 

3.3 

255        * 

Alterman  Foods 

17.5 

183/4- 

6 

141/4 

1.4 

20 

188 

8 

0.50 

3.5 

256   400 

UAL 

17.5 

541/4- 

13 

26 

24.4 

634 

1.25 

21 

0.60 

2.3 

257   441 

Cessna  Aircraft 

17.4 

3478- 

103/8 

201/8 

7.7 

155 

2.15 

9 

1.00 

5.0 

258    155 

Exxon 

17.2 

1031/4- 

54% 

86 

223.7 

19,234 

11.34 

8 

5.00 

5.8 

259    167 

Ethyl 

17.0 

385/8- 

18% 

271/2 

9.5 

261 

6.85 

4 

1.40 

5.1 

260    266 

Riegel  Textile 

16.9 

22^8- 

91/2 

19% 

2.6 

51 

320 

6 

1.30 

6.5 

261 

Economics  Laboratory 

16.8 

5078- 

173/8 

273/4 

13.5 

375 

1.26 

22 

0.44 

1.6 

262    358 

Crown  Zellerbach 

16.6 

4378- 

193/4 

36 

24.6 

884 

3.43 

10 

1.80 

5.0 

263    203 

Rockwell  IntI 

16.3 

361/8- 

18 

231/4 

31.0 

722 

296 

8 

2.00 

8.6 

264    412 

Kimberly-Clark 

16.1 

503/8- 

185/8 

36 

23.2 

836 

4.01 

9 

1.60 

4.4 

265    351 

Oxford  Industries 

16.1 

245/8- 

7 

14% 

2.8 

42 

292 

5 

0.60 

4.0 

266      77 

Bi  Lilly 

16.0 

921/2- 

491/4 

575/8 

69.1 

3,981 

2.62 

22 

1.10 

1.9 

267    255 

Southland  Corp 

15.8 

363/4- 

11% 

22% 

18.0 

410 

1.85 

12 

0.40 

1.8 

268    529 

Amer  Chain  &  Cable 

15.6 

303/8- 

12 

295/8 

2.4 

71 

2.28 

13 

1.20 

4.1 

269    205 

SmithKline  Corp 

15.4 

661/2- 

301/4 

58'/8 

14.9 

874 

4.16 

14 

2.00 

3.4 

270    210 

Emerson  Electric 

15.2 

531/4- 

20% 

38 

55.2 

2,097 

1.74 

22 

0.75 

2.0 

271 

Oil  Shale 

15.0 

95/8- 

iy4 

2% 

17.9 

51 

0.47 

6 

none 

0.0 

272       * 

Dean  Foods 

U.7 

25     - 

121/4 

211/2 

0.9 

19 

4.52 

5 

1.20 

5.6 

273    176 

Wisconsin  Elec  Power 

14.5 

291/4- 

16 

275/8  . 

16.5 

456 

2.59 

11 

1.92 

7.0 

274    109 

Santa  Fe  Industries 

14.5 

361/4- 

21 V2 

285/8 

25.6 

733 

4.02 

7 

1.80 

6.3 

275 

Hospital  Corp  of  Am 

14.0 

451/2- 

55/8 

233/8 

9.2 

215 

217 

11 

0.24 

1.0 

276   315 

Signal  Companies 

14.0 

251/4- 

121/2 

14% 

19.7 

292 

2.72 

5 

0.90 

6.1 

277    495 

Dun  &  Bradstreet  Cos 

13.6 

42     - 

131/2 

293/4 

26.5 

789 

1  54 

19 

1.00 

3.4 

278    222 

RR  Donnelley  &  Sons 

13.6 

28 

153/4 

22 

18.9 

416 

1  77 

12 

0.60 

2.7 

279    231 

Champion  Spark  Plug 

13.1 

201/4- 

I'k 

111/2 

37.6 

433 
455 

1.21 

10 

0.64 

5.6 

280    147 

Safeco 

13.0 

653/4. 

18 

34% 

13.1 

1.39 

25 

1.00 

2.9 

281    278 

WmWrigleyir 

12.9 

981/2- 

38 

61 1/8 

3.9 

241 

6.72 

9 

3.40 

5.6 

282    523 

National  Industries 

12.5 

9y8- 

21/2 

63/4 

6.3 

42 

2.47 

3 

0.30 

4.4 

283      94 

Lubrizoi 

12.4 

593/8- 

283/8 

423/8 

20.3 

860 

2.43 

17 

1.00 

2.4 

284    221 

Tesorc  Petroleum 

12.4 

29     - 

IIV* 

143/4 

10.1 

150 

404 

4 

1.00 

6.8 

285    409 

Lucky  Stores 

12.? 

21     - 

I'k 

16% 

36.6 

617 

1.26 

13 

0.64 

3.8 

286    396 

Eagle-Picher  Inds 

12.2 

291/2- 

11 '/8 

253/4 

4.8 

123 

3  76 

7 

1.04 

4.0 

286    180 

Universal  Leaf 

122 

205/8- 

10% 

19 

6.1 

115 

3  13 

6 

1  12 

5.9 

288    328 

Hygrade  Food  Prods 

12.1 

451/8- 

12% 

231/s 

1.0 

23 

5.74 

4 

1.00 

4.3 

289    331 

Dover  Corp 

12.1 

581/2- 

243/4 

461/2 

4.5 

208 

5  12 

9 

1.40 

3.0 

290    118 

R  J  Reynolds  Inds 

11.7 

78     - 

361/2 

59% 

44.5 

2,667 

6.93 

9 

3.08 

5.1 

291    194 

Handy  &  Harman 

year.         ft  Not  available. 

11.2 

301/2- 

131/2 

21  Va 

2.4 

50 

683 

3 

1.00 

4.7 

°  Not  ranked  last 
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who's  Where  in  the 

Stock  Market 

Five- Year  Change 

in  Consi 

umer  Price  Index: 

38.2% 

Total 

Latest 

Shares 

Market 

12.Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•75      '74 

Company 

Price  Change 

Price  Range 

Price 

(mllfions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

292    372 

Bristol-Myers 

10.9% 

733/4- 

461/2 

71 

31.3 

$  2,224 

$4.25 

17 

$1.60 

2.30/0 

293    356 

Harsco 

9.9 

203/4- 

95/8 

171/4 

8.8 

152 

3.92 

4 

1.20 

7.0 

294 

Oklahoma  Natural  Gas 

9.7 

251/2- 

141/2 

24 

6.7 

162 

2.92 

8 

1.60 

6.7. 

295    502 

Ubby,  McNeill 

9.4 

878- 

33/8 

71/4 

9.7 

70 

0.75 

10 

none 

0.0 

296    542 

Pennwalt 

9.1 

333/4- 

143/4 

283/g 

7.9 

224 

3.16 

9 

1.36 

4.8 

297    341 

Wctterau 

9.1 

281/2- 

91/8 

147/8 

5.7 

85 

1.61 

9 

0.60 

4.0 

298      50 

Ohio  Casualty 

9.0 

601/8- 

155/8 

361/2 

5.7 

209 

2.58 

14 

1.32 

3.6 

299    465 

Norton  Simon 

8.9 

40     - 

m 

227/8 

42.8 

975 

1.84 

12 

0.49 

2.1 

300    494 

Willamette  Inds 

8.8 

293/4- 

97/8 

241/2 

12.3 

300 

2.56 

10 

0.80 

3.3 

301    405 

Abbott  Laboratories 

8.6 

44     ■ 

151/4 

41 

27.5 

1,129 

2.36 

17 

0.80 

2.0 

302   320 

Mead 

8.4 

231/2- 

113/4 

173/4 

14.5 

257 

2.94 

6 

1.20 

6.8 

303    362 

Revion 

8.1 

81 1/2 - 

383/4 

751/4 

14.2 

1,072 

4.11 

18 

1.40 

1.9 

304    477 

Garfinckel  Brooks  Bros 

8.0 

291/8- 

63/8 

131/2 

4.2 

57 

1.87 

7 

0.96 

7.1 

305    186 

Tenneco 

7.9 

303/8- 

163/4 

253/4 

74.4 

1,915 

4.03 

6 

1.76 

6.8 

306    310 

NLT 

7.8 

303/8- 

83/4 

163/8 

34.3 

561 

2.49 

7 

0.60 

3.7 

307    227 

Crown  Cork  &  Seal 

7.6 

28yg- 

135/8 

i9y2 

17.0 

332 

2.42 

8 

none 

0.0 

308    238 

UV  Industries 

7.5 

30%- 

125/8 

18 

4.3 

77 

5.11 

4 

1.00 

5.6 

309     81 

First  Chicago  Corp 

6.9 

391/2- 

145/8 

16 

40.2 

642 

2.79 

6 

0.96 

6.0 

310   336 

Ferro 

6.7 

501/2- 

133/4 

22 

4.4 

97 

3.42 

6 

1.00 

4.5 

311 

First  City  Bancorp 

6.5 

431/4- 

141/4 

22 

9.1 

199 

3.02 

7 

0.90 

4.1 

312    584 

Outboard  Marine 

6.3 

605/8- 

10 

293/8 

8.3 

244 

2.42 

12 

1.20 

4.1 

313    119 

Delta  Air  Lines 

6.3 

683/8- 

253/8 

353/4 

19.9 

711 

1.55 

23 

0.60 

1.7 

314 

Lukens  Steel 

6.3 

391/4- 

123/4 

211/4 

2.5 

54 

4.53 

5 

1.60 

7.5 

315   392 

Purolator 

5.8 

74 '/8- 

131/2 

361/4 

4.6 

168 

3.03 

12 

1.04 

2.9 

315   323 

Warner-Lambert 

5.8 

58     - 

181/8 

361/4 

79.1 

2,869 

2.19 

17 

0.92 

2.5 

317 

Quaker  State  Oil 

5J 

455/8- 

133/4 

183/8 

14.4 

265 

1.79 

10 

0.72 

3.9 

318    609 

Curtiss-Wright 

5.8 

591/4- 

5 

111/2 

8.5 

98 

1.65 

7 

0.40 

3.5 

319    281 

Central  Tel  &  Utils 

5.7 

251/2- 

13 

207/8 

19.4 

404 

2.24 

9 

1.20 

5.7 

320    300 

Ark  Louisiana  Gas 

5.5 

233/4. 

125/8 

21 

12.6 

264 

3.31 

6 

1.70 

8.1 

321    244 

Standard  Oil  Calif 

5.5 

59V2- 

201/8 

283/4 

169.9 

4,883 

4.92 

6 

2.00 

7.0 

322   333 

Cannon  Mills 

5.1 

26     - 

83/4 

141/2 

9.2 

134 

2.04 

7 

0.86 

5.9 

323    569 

American  Motors 

4.4 

133/8- 

31/4 

6 

29.7 

178 

-0.92 

def 

none 

0.0 

324    124 

Colonial  Stores 

4.1 

363/8- 

14 

21 

3.8 

80 

3.53 

6 

1.25 

6.0 

325    163 

Squibb 

4.0 

571/8- 

20 

373/8 

44.6 

1,668 

2.13 

18 

0.90 

2.4 

326    516 

Becton,  Dickinson 

4.0 

503/8- 

203/8 

393/8 

18.4 

725 

1.94 

20 

0.50 

1.3 

327    239 

National  Distillers 

3.9 

20^8- 

121/8 

165/8 

24.6 

408 

2.71 

6 

1.20 

7.2 

328    175 

Dravo 

3.8 

48     - 

25 

377/8 

2.2 

83 

4.75 

8 

1.80 

4.8 

329    288 

Owens-Corning  Fbrgis 

3.8 

581/4- 

251/8 

45 

14.9 

670 

2.01 

22 

0.88 

2.0 

330     96 

Aetna  Life  &  Cas 

3.7 

41     - 

151/8 

245/8 

53.4 

1,314 

1.51 

16 

1.08 

4.4 

331    203 

American  Tel  &  Tel 

3% 

55     - 

395/8 

505/8 

577.6 

29,242 

5.16 

10 

3.40 

6.7 

332    376 

Coca-Cola 

3.2 

150     - 

445/8 

871/2 

59.9 

5,237 

3.78 

23 

2.30 

2.6 

333    122 

Amstar 

3.2    . 

45     - 

21 1/8 

361/4 

4.0 

144 

8.35 

4 

2.40 

6.6 

334    182 

General  Electric 

2.8 

757/8- 

30 

481/4 

182.9 

8,824 

3.02 

16 

1.60 

3.3 

335    788 

Automation  Inds 

2.8 

105/8- 

iy4 

45/8 

6.8 

32 

0.90 

5 

0.20 

4.3 

336       * 

Atlanta  Gas  Light 

2.8 

20     - 

81/2 

14 

4.5 

64 

2.55 

5 

1.20 

8.6 

337    198 

Weis  Markets 

2.6 

291/8- 

123/8 

191/2 

6.0 

118 

2.40 

8 

0.60 

3.1 

338   387 

Heublein 

22 

653/4. 

173/4 

47 

21.1 

993 

3.02 

16 

1.20 

2.6 

339    152 

Eastern  Gas  &  Fuel 

2.1 

337/8- 

83/8 

217/8 

14.5 

317 

3.80 

6 

0.80 

3.7 

340    236 

Borden 

1.9 

321/8- 

151/4 

271/2 

30.3 

834 

2.91 

9 

1.30 

4.7 

340    148 

Shell  Oil 

1.9 

7278- 

301/4 

481/4 

67.6 

3,260 

8.00 

6 

2.60 

5.4 

342    164 

McDonough 

1.8 

251/4- 

57/8 

141/2 

3.9 

56 

3.00 

5 

0.60 

4.1 

343    459     ^ 

Rexnord 

1.6 

311/2- 

105/8 

203/4 

5.8 

119 

4.04 

5 

1.20 

5.8 

344    280 

Oscar  Mayer 

1.6 

3578- 

133/4 

233/4 

9.5 

226 

2.83 

8 

1.00 

4.2 

345    298 

Campbell  Soup 

1.5 

373/8- 

221/4 

327/8 

33.3 

1,093 

2.74 

12 

1.24 

3.8 

346    403 

PPG  industries 

1.5 

50     - 

20 

345/8 

20.8 

720 

3.61 

10 

1.80 

5.2 

347    742 

Dayton-Hudson 

1.4 

401/4- 

6I/2 

273/8 

15.8 

434 

2.34 

12 

0.72 

2.6 

348      78 

Chubb 

1,4 

66 1/4- 

177/8 

371/2 

12.3 

460 

0.46 

— 

1.40 

3.7 

349    511 

Cerro 
.  RekJihold  Chemicals 

1.3 

19'/8- 

11  Vs 

17 

7.9 

134 

-0.07 

def 

1.20 

7.1 

350    143 

1.1 

177/8- 

61/2 

llVs 

6.9 

77 

2.42 

5 

0.66 

5.9 

351    478 

J  P  Stevens 

1.1 

193/8- 

10 

171/2 

11.6 

204 

1.54 

11 

0.80 

4.6 

352    297 

Interco 

0.9 

553/4- 

17 

403/4 

11.5 

467 

4.44 

9 

1.46 

3.6 

352    292 

No  States  Power 

0.9 

313/8- 

151/4 

27 

27.1 

731 

2.95 

9 

1.84 

6.8 

354    518 

Northwest  Airlines 

0.6 

55     - 

105/8 

213/8 

21.6 

462 

1.94 

11 

0.45 

2.1 

355    169 

Crum  &  Forster 

0.5 

39     ■ 

123/8 

233/8 

12.4 

291 

1.95 

12 

1.40 

6.0 

*  Not  ranked  last 

year.         def— Deficit. 
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who's  Where  in  the  Stock  Market 

Five- Year  Chan 

ge  in  Cons 

umer  Price  Index:  38.2% 

^ 

Shares 

Total 
Market 

Latest 

12-Montii 

Price/ 

Indicated 

Rank 
•75      '74 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

Company 

Price  Chanee 

Price  Range 

Prica 

(millions) 

(millions) 

ParShara 

Ratio 

Dividend 

Yield 

356    718 

Teiedyne 

0.40/0 

295/8-      73/8 

213/4 

154 

%     335 

$  3.35 

6 

none 

0.0% 

357    112 

Champion  Home 

0.3 

26     -     V/z 

31/2 

34.9 

122 

-0.24 

def 

none 

0.0 

358   488 

Reserve  Oil  &  Gas 

Oi) 

IP/g-     33/4 

m 

12.3 

92 

1.24 

6 

$0.12 

1.6 

359   476 

Braniff  Ifltl 

-0.1 

195/8-    41/2 

8 

20.0 

160 

1.18 

7 

0.20 

2.5 

360    294 

Republic  of  Texas 

-0.5 

44V«-  151/2 

277/8 

11.0 

306 

4.70 

6 

1.08 

3.9 

361    562 

McDonnell  Dou[;ias 

-0.5 

37V«-     75/8 

153/4 

36.3 

.   571 

2.18 

7 

0.40 

2.5 

362       * 

Superior  Oil 

-0.6 

358     -134 

172 

4.0 

691 

16.58 

10 

1.80 

1.0 

363    317 

American  Stores 

-0.6 

423/8-    11 

281/2 

5.2 

149 

4.96 

6 

1.60 

5.6 

364    234 

Sl                 ^^ 

-1.0 

571/2-  191/4 

365/8 

22.7 

833 

2.66 

14 

2.10 

5.7 

365   450 

m^        Carborundum 

-U 

793/4-  241/4 

48% 

3.9 

187 

7.15 

7 

1.70 

3.5 

366   217 

P^                 Kraftco 

-i^ 

503/8-    2678 

4178 

27.8 

1,164 

4.32 

10 

1.92 

4.6 

367       * 

^^^      Texas  Oil  &  Gas 

-1.5 

35%-     71/2 

131/8 

19.6 

257 

2.05 

6 

0.01 

0.1 

368  346 

Marcor 

-1.7 

3878-  13'/4 

283/4 

30.7 

882 

2.92 

10 

1.00 

3.5 

369     84 

JUJlp.           Havatampa 

-lA 

201/8-     55/8 

7V4 

3.1 

22 

1.60 

5 

0.40 

5.5 

370   488 

Bin         Times  Mirror 

-2.2 

30^8-     83/4 

19V8 

33.5 

641 

1.42 

13 

0.50 

2.6 

371   223 

K           E  1  du  Pont 

-2.3 

2031/2-  841/2 

1301/4 

48.3 

6,294 

3.23 

40 

4.25 

3.3 

372    275 

Norfolk  &  Western  Ry 

-2.6 

851/4-  501/8 

6478 

104 

672 

7.01 

9 

5.00 

7.7 

373   390 

Keystone  Consolidated 

-2.9 

303/4-    113/4 

17 

1.9 

32 

4.99 

3 

1.25 

74 

374   276 

Del  Monte 

-2.9 

293/4-153/4 

25 

12.0 

300 

4.19 

6 

1.40 

5.6 

374       * 

ai       "'"'^°* 

-2.9 

25^8-     81/8 

121/2 

3.7 

46 

241 

5 

0.60 

4.8 

376  499 

PPK             Firestone 

-3.4 

281/2-  121/4 

2278 

56.9 

1,302 

2.51 

9 

1.10 

4.8 

377   443 

Amer  Hospital  Supply 

-3.9 

553/8-    183/4 

333/4 

36.1 

1,220 

1.37 

25 

0.34 

1.0 

378       '' 

general  Refractories 

-4.0 

143/8-  33/4 

9 

3.8 

34 

2.52 

4 

0.40 

4.4 

379    285 

National  Fuel  Gas 

-4.5 

291/2- 161/4 

211/8 

5.1 

108 

3.23 

7 

2.06 

9.8 

380   395 

Carter  Hawley  Hale 

-4.7 

453/8-  12 

231/2 

18.7 

439 

1.74 

14 

0.80 

3.4 

381    442 

Stokely-Van  Camp 

-4.8 

265/8-  iiy4 

20 

3.3 

65 

3.23 

6 

1.20 

6.0 

382   357 

Republic  Steel 

-4.8 

35^8-  173/4 

273/8 

16.2 

443 

7.01 

4 

3.00 

11.0 

383    616 

ITV 

-4.8 

271/4-  71/2 

978 

8.2 

81 

3.18 

3 

none 

0.0 

384   345 

Jim  Walter 

-5.2 

461/4-  133/8 

34 

13.8 

468 

4.05 

8 

1.00 

2.9 

385    704 

Metromedia 

-5.3 

381/4-    41/4 

16i/« 

6.6 

106 

1.73 

9 

0.60 

3.7 

386    253 

Maytag 

-5.5 

461/4-  16 

321/2 

134 

434 

1.76 

18 

1.40 

4.3 

387    116 

G  D  Searle 

-5.5 

403/4-    113/8 

I61/2 

514 

849 

1.55 

11 

0.52 

3.2 

388   433 

^i       Cutler-Hammer 
^P'         Fisher  Foods 

-5.6 

541/4-    165/8 

271/2 

3.3 

91 

3.91 

7 

1.60 

5.8 

389    343 

-5.6 

223/8-       8I/2 

llVs 

6.2 

69 

1.97 

6 

0.40 

3.6 

390   363 

Carpenter  Technoloiy 

-5.7 

321/2-    151/4 

2078 

4.2 

88 

4.47 

5 

1.60 

7.7 

391    327 

Martin  Marietta 

-5.8 

251/4-    121/2 

163/8 

23.5 

385 

2.48 

7 

1.30 

7.9 

392    174 

Provident  Life  &  Ace 

-5.9 

511/4-  18 

221/2 

9.8 

221 

3.20 

7 

0.68 

3.0 

392   300 

Square  D 

-5,9 

431/8- 121/2 

221/8 

23.8 

527 

1.40 

16 

1.10 

5.0 

394    235 

IntI  Harvester 

-5.9 

401/2-    163/4 

2578 

27.8 

719 

5.07 

5 

1.70 

6.6 

395    510 

GAF 

-6.0 

27    -    6 

11% 

13.2 

155 

1.90 

6 

0.52 

44 

396   306 

American  Natl  FinI 

-6.3 

121/4-     53/8 

^y^ 

31.7 

237 

1.10 

7 

0.44 

5.9 

397      22 

Fedl  Natl  Mortgage 

-6.3 

27V4-  llVg 

143/8 

474 

682 

2.21 

7 

0.80 

5.6 

398   481 

Ceco 

-6.3 

37     -  101/2 

165/8 

3.2 

53 

3.54 

5 

1.15 

6.9 

399    344 

Sears,  Roebuck 

-64 

1231/4-  411/2 

713/8 

157.8 

11,265 

2.49 

29 

1.85 

2.6 

400    731 

Lockheed  Aircraft 

-6.9 

153/8-      23/4 

81/2 

114 

97 

3.59 

2 

none 

0.0 

401    289 

Anheuser-Busch 

-6.9 

691/8-  21 

355/8 

45.1 

1,606 

1.76 

20 

0.68 

1.9 

402   482 

Cullum  Companies 

-6.9 

13%-     43/8 

63/4 

1.8 

12 

0.87 

8 

0.32 

'     4.7 

403    134 

Southwestern  Life 

-7.0 

47     -  163/4 

251/2 

10.3 

263 

2.62 

10 

1.00 

3.9 

404    377 

Alcoa 

-7.0 

533/4-  24 

351/2 

33.6 

1,192 

2.56 

14 

1.34 

3.8 

405    262 

Alcan  Aluminium 

-7.2 

41     -  15 

21 

34.7 

729 

1.46 

14 

0.80 

3.8 

406    724 

Varian  Associates 

-7.3 

223/8-     53/8 

123/4 

6.9 

88 

1.11 

11 

0.20 

1.6 

407    635 

Kane-Miller 

-7.3 

1972-      61/8 

135/8 

2.5 

34 

3.74 

4 

0.24 

1.8 

408    716 

North  Amer  Philips 

-7.4 

393/4- 111/4 

22 

13.1 

288 

1.89 

12 

1.20 

5.5 

409    472 

H  H  Robertson 

-7.4 

303/4-    123/4 

203/8 

2.7 

55 

5.19 

4 

1.50 

74 

410    517 

Textron 

-7.6 

363/4-    IP/g 

223/4 

29.8 

678 

2.48 

9 

1.10 

4.8 

411    270 

J  C  Penney 

-7.8 

101     -  35 

■501/2 

59.3 

2,995 

1.91 

26 

1.16 

2.3 

412    202 

W  R  Grace 

-8.4 

351/8-  18 

253/4 

30.4 

783 

5.29 

5 

1.70 

6.6 

412   342 

Norton 

-84 

391/4-  191/4 

253/4 

5.4 
2.6 

139 
58 

3.74 

7.17 

7 
3 

1.70 
none 

6.6 

414    589 

Iowa  Beef  Processors 

-8.5 

343/8-    103/8 

223/8 

0.0 

415 

Peabody  Gallon 

-8.7 

465/8-       83/8 

145/8 

6.5 

95 

1  58 

9 

0.08 

0,5 

415    621 

Reliance  Electric 

-8.7 

293/8-    91/4 

183/8 

9.5 

175 

3  18 

6 

090 

4.9 

417    422 

Marshall  Field 

-9.0 

38%-  121/4 

253/8 

9.1 

230 

2.01 

13 

1.24 

4.9 

418    539 

Emhart 

-9.0 

351/2-    11-/8 

2378 

6.2 

148 

3.49 

7 

1.30 

5.4 

419    199 

Peoples  Gas 

-9.1 

393/4-  23 

3378 

18.1 

614 

5.30 

6 

2.68 

7.9 

•  Not  ranked  last  year.         def— Deficit. 
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HERE  ML  RROUHD  VOU.HR.FIEDLER 


Arthur  Fiedler  might  not  know  a  lot 
about  Allegheny  Ludlum  Industries 
but,  directly  or  indirectly,  we  touch 
his  life  thousands  of  times  a  day. 

In  the  office,  concert  hall  and 
recording  studio,  he's  surrounded  by 
products  from  our  Carmet  or  1PM 
companies.  Our  True  Temper  garden 
tools  help  keep  his  flowers  blooming 
at  home  and,  when  he  travels,  his  car, 


plane  or  train  uses  products  made  by 
Allegheny  Ludlum  Steel,  Special 
Metals  Corporation,  Arnold  Engineer- 
ing or  Titanium  Metals  Corporation. 

When  his  antique  fire  truck  gets 
a  tune-up,  the  mechanic's  diagnostic 
system  might  have  come  from  our 
F.W.  Bell  Division;  even  when  the 
Maestro  watches  the  Boston  Pops  on 
TV,  our  special 
steel  alloys 
help  him  get 
the  picture. 
At  this 
point,  you're- 
probably  get- 
ting our  picture 


too.  Just  as  Allegheny  Ludlum 
Industries  plays  an  important  part  in 
Arthur  Fiedler's  life,  we're  part  of 
your  life  as  well.  In  communications, 
electric  power,  leisure— almost 
everything  you  touch. 

If  you  feel  surrounded,  you're 
right.  But  you  couldn't  be  in  better 
company.  Allegheny  Ludlum 
Industries,  Inc.,  Pittsburgh,  Pa.  15222. 


RLLECHEHYLUDLUH 
INDUSTRIES 

We're  all  around  you. 


■m^'^ 


^^!!^^ 


.^  '^^ 


^J^ 


▲ 


No  matter  how  complex  your  office  phone  system  gets. 

Communications  is  Bells  only  business.  When  you  come  to 
us.  we  take  100%  responsibility  for  design,  research  and  development, 
supply  installation,  maintenance,  repair,  switching  and  transmission. 
Everything. 

Who  else  takes  that  kind  of  end  to  end,  total  responsibility  We  do. 
We  hear  you. 

Who  knows  more  about  phones  than  the  phone  company 


Bell  System 


!«ORS 


MT£D  STAnS 


COO  i^eciAs  AtneAica^^ 

/dok  i/p  Me^S^Uufuua  to  bo  hrort. 

rMATs  u^^^BRANi^Pfs  nymq  yco/L  cottons 


To  salute  our  200th  Birthday,  famed  Amer^  la  artist  and  s.  <andcr  Calder.  painted  in  abstract 

the  colors  of  the  American  Flag  in  motion  on  .  "     ■   ^'  jet.  Nam.- j,   Mviti(4  Colors  of  the  United  States."  this 
Bicentennial  Plane  carries  only  Calder's  signature  -  the  Plags'nin  of  Braniffs  fleet.  "Flying  Colors"  on 

every  Braniff  jet  is  our  way  of  saying:  In  1976  Bran;,  \  -•   >  \ou  iht^e  uiih  Fhinn  Colors 

BRANIFFINi:.    "NATIONAL 

hcff  tnu-iic   Send  W  (for  haiu'i'L  TO  K>\  iSOOl    f^ 


who's  Where  in  the  Stock  Market 

Five- 

Year  Cfiange 

in  Consumer  Price  Index: 

38.2% 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•75      '74 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

420    613 

Amer  GenI  insurance 

-9.2% 

25     -     7 

143/4 

20.9 

$      309 

$  2.03 

7 

$0.60 

4.1% 

421    340 

Winnebago  Industries 

-9.5 

48  V4-     2% 

378 

25.2 

98 

-0.10 

def 

none 

0.0 

422    626 

Giant  Food 

-9.9 

3IV2-     71/2 

151/8 

3.3 

50 

3.02 

5 

0.80 

5.3 

423    325 

Hanna  Mining 

-10.1 

6234-  19 

47 

8.8 

415 

4.89 

10 

1.60 

3.4 

423 

Louisiana-Pacific 

-lo.iit 

243/8-     63/4 

11  ¥4 

26.2 

308 

0.81 

15 

0.20 

1.7 

425   403 

Allegheny  Ludium  Ind 

-10.1 

335/8-  16 

241/2 

4.8 

117 

4.67 

5 

1.80 

7.3 

426    131 

George  A  Hormel 

-10.1 

30     -  15V4 

173/4 

4.8 

85 

2.78 

6 

1.00 

5.6 

427   437 

Diamond  IntI 

-10.2 

471/4-  2OV2 

361/2 

11.6 

425 

4.35 

8 

2.00 

5.5 

428   321 

Norris  Indusfries 

-10.4 

581/4-  10 

215/8 

4.0 

86 

3.57 

6 

1.20 

5.5 

429   460 

Riviana  Foods 

-10.5 

433/8-  101/4 

1978 

6.0 

120 

1.97 

10 

0.90 

4.5 

430    170 

Burlington  Northern 

-10.6 

57     -  263/4 

313/4 

12.4 

395 

2.73 

12 

none 

0.0 

431    752 

Monfort  of  Colorado 

-10.7 

121/4-     3 

61/4 

5.0 

31 

1.90 

3 

none 

0.0 

432    120 

Cities  Service 

-10.9 

601/2-    323/4 

393/8 

26.9 

1,059 

5.12 

8 

2.40 

6.1 

433    416 

IBM 

-U.0 

3651/4-1501/2 

2263/8 

148.6 

33,650 

12.43 

18 

7.00 

3.1 

434   503 

Owens-Illinois 

-11.0 

661/4-  271/2 

503/4 

13.9 

704 

5.57 

9 

1.72 

3.4 

435    230 

Public  Service  ind 

-11.4 

495/8-  233/8 

39 

14.0 

547 

3.42 

11 

2.72 

7.0 

436       * 

Nortrust  Corp 

-11.4 

421/2-  21 

321/4 

5.0 

161 

5.24 

6 

1.60 

5.0 

437    688 

Melville  Shoe 

-11.6 

391/2-     43/4 

181/8 

24.6 

445 

1.45 

13 

0.48 

2.6 

438   537 

Babcock  &  Wilcox 

-11.6 

425/8-  111/2 

20 

12.1 

242 

3.05 

7 

0.80 

4.0 

439     85 

Enserch 

-12.0 

401/2-    163/8 

2278 

14.9 

342 

3.61 

6 

1.60 

7.0 

439 

Suburban  Propane  Gas 

-12.0 

33     -  lOi/s 

15»/4 

4.5 

69 

2.51 

6 

1.00 

6.6 

441    677 

Bart  industries 

-12.1 

52^8-  103/8 

2778 

21.7 

604 

2.96 

9 

0.64 

2.3 

442    664 

United  States  Shoe 

-12.1 

293/4-       63/4 

19 

6.9 

131 

2.29 

8 

0.95 

5.0 

443    556 

Wheelabrator-Frye 

-12.2t 

32%-     71/8 

181/8 

8.0 

145 

1.72 

11 

0.40 

2.2 

444   631 

USM 

-12.2 

291/2-  101/4 

193/4 

4.1 

82 

4.04 

5 

1.20 

6.1 

445   237 

U  S  Fidelity  &  Gty 

-12.8 

511/2-  I81/2 

353/4 

16.4 

586 

2.58 

14 

2.48 

6.9 

446   334 

Washington  Post 

-12.8t 

38     -  143/4 

221/8 

4.7 

104 

2.51 

9 

0.50 

2.3 

447       =^= 

Savannah  Foods 

-12.8 

313/4-     81/2 

17 

1.8 

31 

-2.91 

def 

1.12 

6.6 

448   418 

Newmont  Mining 

-12.8 

391/4-  I61/4 

233/4 

24.6 

584 

1.93 

12 

1.60 

6.7 

449    653 

Waldbaum 

-13.0 

19     -     41/8 

71/2 

2.2 

16 

2.45 

3 

none 

0.0 

450    454 

Tiger  international 

-13.2 

42     -     61/4 

13>/8 

12.4 

163 

1.04 

13 

0.40 

3.0 

451    461 

Castle  &  Cooke 

-13.2 

2178-     91/8 

155/8 

15.5 

242 

2.87 

5 

0.80 

5.1 

452    366 

Georgia-Pacific 

-13.3 

531/4-  211/4 

431/8 

58.5 

2,521 

2.45 

18 

0.80 

1.9 

453    509 

Houdaille  Industries 

-13.3 

163/8-       6 

105/8 

8.4 

89 

1.98 

5 

0.80 

7.5 

454    252 

Mellon  National  Corp 

-13.4 

6I1/2-  29 

47 

9.8 

461 

6.51 

7 

2.60 

5.5 

455   246 

Harris  Bankcorp 

-13.7 

321/2-     183/8 

241/2 

6.1 

149 

4.81 

5 

1.50 

6.1 

456    384 

Greyhound 

-14.0 

251/2-  93/4 

1378 

42.8 

593 

1.52 

9 

1.04 

7.5 

457    277 

National  Steel 

-14.0 

47     -  283/4 

3678 

18.7 

690 

4.46 

8 

2.50 

6.8 

458    605 

Associated  Dry  Goods 

-14.1 

5978-  133/8 

3578 

13.5 

485 

2.70 

13 

1.40 

3.9 

459        * 

Ball  Corp 

-u.Sit 

26     -    8 

171/2 

4.6 

81 

2.82 

6 

0.70 

4.0 

460    572 

SCM 

-14.8 

233/8-     81/8 

121/4 

9.2 

112 

2.67 

5 

0.50 

4.1 

461       * 

CleveTrust  Corp 

-14.8 

491/2-  241/2 

351/2 

6.1 

215 

6.79 

5 

2.40 

6.8 

462 

Sigmor 

-15.2« 

1778-     43/4 

101/2 

4.6 

48 

2.37 

4 

0.80 

7.6 

463    438 

Phelps  Dodge 

-15.2 

501/4-  251/2 

331/2 

20.6 

689 

2.49 

13 

2.20 

6.6 

464    423 

interpace 

-15.3 

363/8-  101/2 

231/2 

2.6 

61 

3.40 

7 

1.20 

5.1 

465    640 

AIco  Standard 

-15.5 

241/4-     61/4 

15 

10.9 

163 

2.79 

5 

0.68 

4.5 

466    141 

ideal  Basic  inds 

-15.5 

22     -  101/8 

121/4 

12.4 

151 

1.98 

6 

1.00 

8.2 

466   331 

Stanley  Works 

-15.5 

473/8-    121/8 

201/4 

7.9 

159 

2.03 

10 

0.96 

4.7 

468   268 

ACF  Industries 

-15.6 

6 11/4-  283/4 

381/2 

5.7 

219 

5.04 

8 

2.60 

6.8 

469    375 

^   New  England  Electric 

-15.8 

2778-  12 

193/8 

19.4 

376 

2.71 

7 

1.78 

9.2 

470    646 

Purex 

-15.9 

221/8-     71/4 

1578 

11.1 

176 

1.74 

9 

0.96 

6.0 

471    219 

Consol  Natural  Gas 

-15.9 

33     -  1678 

251/8 

18.9 

475 

3.77 

7 

2.18 

8.7 

471    394 

Natl  Detroit  Corp 

-15.9 

581/4-  263/4 

41 

5.9 

244 

8.71 

5 

2.72 

6.6 

473    108 

Sun  Oil 

-16.0 

5278-  273/8 

293/8 

43.7 

1,282 

4.06 

7 

1.00 

3.4 

474    528 

Sunbeam 

-16.0 

355/8-     93/4 

215/8 

14.2 

307 

1.64 

13 

1.00 

4.6 

475    754 

Ward  Foods 

-16.3 

I61/4-     378 

9 

3.6 

32 

0.59 

15 

none 

0.0 

476    352 

Pa  Power  &  Light 

-16.4 

27     ■  13 

193/4 

26.4 

522 

2.74 

7 

1.80 

9.1 

477    214 

Mfrs  Hanover  (k>rp 

-16.4 

4378-  19V2 

291/4 

29.7 

868 

4.96 

6 

1.72 

5.9 

478    259 

•  So  New  England  Tel 

-16.5 

451/4-  251/2 

33 

10.4 

343 

3.54 

9 

2.84 

8.6 

479    491 

Eaton 

-16.6 

50     -  18 

295/8 

17.0 

502 

3.16 

9 

1.80 

6.1 

480    193 

Continental  Illinois 

-16.7 

671/2-  231/4 

311/4 

17.4 

543 

6.44 

5 

2.32 

7.4 

480    440 

J  Weingarten 

-16.7 

113/4-       21/2 

55/8 

2.3 

13 

1.41 

4 

0.40 

7.1 

482    565 

Quaker  Oats 

-16.8 

471/2-     123/8 

271/8 

20.7 

561 

2.04 

13 

0.84 

3.1 

483    496 

Reynolds  Metals 

-16.9 

331/4-   12 

2278 

17.3 

382 

3.38 

7 

1.00 

4.5 

*  Not  ranked  last 

year.          t  Four-year  price  change. 

tt  Three-yea 

r  price  change. 

def-Deficit. 
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Who's  Where  in  the  Stock  Market 

Five-Year  Change 

in  Cons 

umer  Price  Index: 

38.2% 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•75      '74 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

484   451 

General  Tel  &  Eiec 

-17.2% 

35%- 

161/8 

251/4 

126.5 

$  3,195 

$2.74 

9 

$1.80 

7.1% 

484    379 

Zapata 

-17.2 

203/4- 

8% 

121/2 

5.9 

74 

4.57 

3 

0.30 

2.4 

486    391 

Ashland  011 

-17.3 

35     - 

15% 

193/4 

24.0 

475 

4.42 

4 

1.50 

7.6 

487    382 

Allegheny  Power 

-17.5 

251/8- 

iiy4 

18^8 

27.3 

515 

2.30 

8 

1.60 

8.5 

488   501 

Otis  Elevator 
Super  Food  Services 

-17.6 

49^8- 

211/4 

353/4 

8.2 

292 

5.32 

7 

2.20 

6.2 

489   498 

-17.7 

14»/8- 

41/4 

83/4 

0.9 

8 

1.58 

6 

0.32 

3.7 

490   348 

Lincoln  Nati  Corp 

-17.8 

48V4- 

19 

273/4 

20.^ 

570 

2.38 

12 

1.60 

5.8 

491    513 

Anaconda 

-17.9 

30    - 

ll'/2 

171/4 

22.1 

381 

-0.69 

def 

0.60 

3.5 

492   673 

A-T-0 

-17.9 

15    - 

3% 

6^8 

7.7 

53 

1.55 

4 

0.24 

3.5 

493   215 

Cyprus  Mines 

-18.1 

45V4- 

20% 

22 

10.5 

231 

3.20 

7 

1.40 

6.4 

494   427 

Seaboard  Alld  Millng 

-18.2 

123/8- 

4% 

63/4 

1.3 

9 

1.56 

4 

0.40 

5.9 

495    536 

FMC 

-18.3 

30>/2- 

9 

191/2 

32.1 

626 

3.01 

6 

1.00 

5.1 

496   695 

Levi  Strauss 

-18.4t 

633/8- 

12% 

38^8 

11.0 

428 

4.49 

9 

0.64 

1.6 

497    229 

Witco  Chemical 

-18.9 

32     - 

143/4 

19^8 

5.4 

108 

2.01 

10 

1.20 

6.0 

498  455 

Occidental  Petroleum 

-18.9 

223/4- 

7% 

15 

56.2 

843 

3.48 

4 

1.00 

6.7 

499   319 

GenI  Tire  &  Rubber 

-18.9 

303/4- 

91/2 

15^8 

21.5 

342 

2.99 

5 

1.10 

6.9 

500       * 

Avery  Products 

-19.7 

511/2- 

19 

271/2 

9.5 

262 

0.79 

35 

0.30 

1.1 

501    580 

Inmont 

-20.0 

153/8- 

4^8 

81/2 

7.9 

67 

1.20 

7 

0.44 

5.2 

501    628 

Interstate  Brands 

-20.0 

23     - 

4% 

131/2 

2.3 

31 

2.51 

5 

0.80 

5.9 

503    789 

Hilton  Hotels 

-20.1 

60     - 

8^8 

32% 

6.5 

212 

5.64 

6 

1.40 

4.3 

504    201 

So  Natural  Resources 

-20.1 

663/4- 

27% 

473/4 

10.1 

480 

6.31 

8 

1.65 

3.5 

505   386 

American  Can 

-20.1 

45^8- 

221/2 

313/4 

17.8 

564 

4.11 

8 

2.20 

6.9 

506    506 

Travelers 

-20.2 

47     - 

151/4 

253/4 

43.0 

1,106 

1.86 

14 

1.08 

4.2 

507    434 

Commonwealth  Edison 

-20.2 

437/8- 

1974 

30% 

56.8 

1,738 

2.82 

11 

2.30 

7.5 

508   369 

Airco 

-20.2 

261/2- 

10 

173/4 

11.3 

200 

3.73 

5 

1.00 

5.6 

508   225 

American  Brands 

-20.2 

493/4- 

273/4 

36 

25.6 

922 

4.78 

8 

2.68 

7.4 

510    293 

Engelhard  Min  &  Cham 

-20.6 

36    - 

12% 

20% 

30.0 

618 

3.77 

5 

0.80 

3.9 

511 

Beico  Petroleum 

-20.7 

231/8- 

8% 

141/4 

7.5 

107 

5.19 

3 

0.60 

4.2 

512   426 

Arvin  Industries 

-20.9 

29y8- 

4'/8 

93/4 

6.0 

58 

0.46 

21 

none 

0.0 

513    715 

ConAgra 

-21.0 

17     - 

3 

8% 

3.3 

27 

2.82 

3 

none 

0.0 

513    652 

Sundstrand 

-21.0 

371/2- 

10% 

16 

6.6 

106 

3.17 

5 

0.80 

5.0 

515    579 

Parker-Hannifin 

-21.0 

38    - 

123/4 

19^8 

5.9 

116 

3.22 

6 

1.12 

5.6 

516    160 

Masonite 

-21.0 

4OV4- 

141/4 

2078 

16.3 

340 

0.12 

— 

0.54 

2.6 

517    326 

Mobil  Oil 

-21.1 

75^8- 

30% 

45% 

101.9 

4,622 

7.43 

6 

3.40 

7.5 

518   462 

Bemis 

-21.3 

26%- 

1174 

13% 

4.6 

61 

1.68 

8 

1.00 

7.6 

519   350 

Sherwin-Williams 

-21.3 

57»/2- 

25% 

3678 

5.4 

198 

5.11 

7 

2.20 

6.0 

520    161 

American  Natural  Gas 

-21.5 

47     - 

26^8 

331/4 

20.4 

679 

5.04 

7 

2.54 

7.6 

521    206 

Trans  Union 

-21.6 

48V2- 

241/4 

29 

10.6 

306 

1.82 

16 

1.60 

5.5 

522   241 

Southern  Pacific 

-21.7 

52     ■ 

24'/8 

2878 

26.6 

769 

2.44 

12 

2.24 

7.8 

523    659 

Congoleum 

-222 

46V4- 

3% 

12 

7.7 

92 

0.48 

25 

0.40 

3.3 

524   347 

Jos  Schiitz  Brewing 

22.3 

685/8- 

133/4 

17% 

29.1 

519 

0.97 

18 

0.68 

3.8 

525   520 

Niagara  Mohawk  Power 

-22.3 

183/8- 

7% 

12% 

49.6 

626 

2.00 

6 

1.24 

9.8 

526       * 

Stewart-Warner 

-22.4 

40V4- 

16% 

23 

4.1 

95 

3.19 

7 

1.96 

8.5 

527    675 

R  H  Macy 

-22.8 

48%- 

101/4 

261/4 

9.7 

254 

3.28 

8 

1.10 

4.2 

528   305 

Hiram  Walker 

-23.2 

571/2- 

25^8 

297« 

17.2 

515 

2.94 

10 

1.50 

5.0 

528   656 

Stop  &  Shop 

-23.2 

281/2- 
40V«- 

9y2 

19y2 

3.2 

62 

3.58 

5 

1.10 

5.6 

530   248 

American  Cyanamid 

-232 

17% 

26% 

47.7 

1,247 

3.04 

9 

1.50 

5.7 

531    655 

Anchor  Hocking 

-23.5 

40    - 

12 

251/4 

6.8 

171 

2.76 

9 

1.20 

4.8 

532   249 

Kennecott  Copper 

-23.5 

491/2- 

19% 

30% 

33.2 

999 

1.02 

30 

1.00 

3.3 

533    592 

Hanes 

-23.7 

23%- 

6 

14% 

4.0 

58 

-1.07 

def 

0.76 

5.2 

534    187 

Pfizer 

-23.7 

52%- 

21% 

273/4 

70.2 

1,949 

2.07 

13 

0.81 

2.9 

535    617 

Duke  Power 

-23.7 

27%- 

10 

187, 

52.9 

999 

1.59 

12 

1.40 

7.4 

536   299 

Ford  Motor 

-24.0 

82%- 

283/4 

423/4 

93.6 

4.001 

0.86 

50 

2.40 

5.6 

537   370 

Texas  Gas  Transmn 

-24.0 

40    - 

20% 

291/4 

8.8 

257 

3.87 

8 

1.88 

6.4 

538   300 

Steiling  Drug 

-24.1 

381/2- 

151/4 

20% 

59.0 

1.203 

1.37 

15 

0.70 

3.4 

539   672 

TRW 

-24.2 

431/4- 

10%     ■ 

257b 

27.5 

710 

2.86 

9 

1.20 

4.6 

540    753 

Walter  Kidde 

-24.2 

36^8- 

8I/4 

1978 

9.6 

191 

4.34 

5 

1.00 

5.0 

541       ' 

General  Cinema 

-24.5 

551/2- 
45    - 

5% 

9V4 

19% 
20 

5.6 

110 

2.50 

8 

0.54 

2.8 

542    684 

RCA 

-24.5 

74.6 

1.491 

1.18 

17 

1.00 

5.0 

543    575 

Budd 

-24.7 

19%- 

7 

83/4 

6.1 

53 

1.02 

9 

0.60 

6.9 

544   523 

Nabisco 

-24.9 

641/4- 

211/2 

39% 

16.0 

630 

3.36 

12 

2  30 

5.8 

545   649 

Allis-Chalmers 

-25.0 

i9y4- 

6% 

12 

10.6 

127 

2.07 

6 

0  26 

2.2 

545   522 

American  Elec  Power 

-25.0 

323/4- 

131/2 

21% 

83.0 

1,774 

2.38 

9 

2.00 

9.4 

547   254 

Reeves  Brothers 

-25.0 

393/4- 

151/4 

23 

1.7 

38 

2.14 

11 

1.80 

7.8 

*  Not  ranked  last 

year,         %  Four-year  price  change.         def— Deficit 
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Smith  International 

rhe  world's  leading  supplier 
of... 


drill  collars,  Hevi-Wate  drill  pipe 
connecting  subs  and  kelly  bars. 


shock  subs,  reamers,  mills,  stabilizers 
and  expandable  hydraulic  tools 


downhole  mud  motors  and  no[v 
magnetic  drill  collars. 


swivel  mount  shock  subs,  blast  hole 
steel  and  blast  hole  reamers. 


raise  drill  steel  and  duo-tube  drill  pipe. 


New  York  Stock  Exchange 

Trading  Symbol:  SI  I 


drill  collar  inspection  and  downhole  tool 
service  centers. 


We  are  also  a  major  supplier  of  rock  bits  and  many  other  quality  drilling  tools 
for  the  petroleum,  mining  and  construction  industries. 

5ii  SMITH  IISrrERMVnOIMVU  INC. 

Creative  Excellence 

4343  Von  Karman,  Newport  Beach,  California  92660 

jlweld  •  Driico  •  Drilco  Industrial  •  Dyna-Drill  •  Ennco  •  Gruner-Williams  •  Mobile-Lab  •  Portadrill  •  Servco  •  Smith  Tool 


Who's  Where  In  the 

Stock  Market 

Five- Year  Change 

in  Consi 

imer  Price  Index: 

38.2% 

Shares 

Total 

Market 

Latest 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•75      '74 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

548    G34 

Kaiser  Aium  &  Chem 

-25.40/0 

383/8-  12 

26% 

19.2 

$     501 

$   5.49 

R 

$1.20 

4.6O/0 

549    534 

Ccntinenta!  Can 

-25.4 

4574-  19V2 

29 

29.4 

852 

3.23 

9 

1.80 

6.2 

550   313 

Potomac  Elec  Power 

-25.4 

18      -       83/8 

11% 

35.2 

400 

1.16 

10 

1.16 

10.2 

551    428 

Richardson-Merrell 

-25.6 

42V8-  133/4 

24 

23.2 

557 

1.98 

12 

0.64 

2.7 

552   408 

Nationwide  Corp 

-25.6 

19     -     5 

7% 

10.2 

78 

1.64 

5 

0.30 

3.9 

553    645 

Hoover  Bali  &  Bearing 

-25.6 

44  Vz-  11 

22% 

4.0 

88 

3.09 

7 

1.36 

6.1 

554    622 

Carolina  Pwr  &  Lt 

-25.7 

321/2-  101/2 

191/2 

32.6 

636 

2.73 

7 

1.60 

8.2 

555   446 

Wells  Fargo 

-26.0 

291/2-     91/2 

15% 

20.0 

310 

2.54 

6 

0.96 

6.2 

556    563 

Dan  River 

-26.0 

131/2-    4 

63/4 

5.6 

38 

-1.21 

def 

none 

0.0 

557   654 

Shelier-Giobe 

-26.3 

331/8-    4 

10% 

5.6 

60 

2.22 

5 

0.56 

5.3 

558    713 

SCOA  Industries 

-26A 

191/4-    41/4 

11% 

3.4 

39 

1.50 

8 

0.60 

5.2 

559    535 

Florida  Power  &  Lt 

-264 

443/8-  131/2 

26% 

37.1 

986 

3.62 

7 

1.46 

5.5 

560    399 

Clark  Equipment 

-26.5 

6O1/4-  171/2 

27 

13.6 

367 

3.64 

7 

1.60 

5.9 

561 

Chic  Pneumatic  Tool 

-26.8 

483/4-  193/4 

27 

5.5 

148 

3.82 

7 

2.00 

7.4 

562    658 

Fairmont  Foods 

-26.9 

203/4-    6 

121/4 

4.0 

49 

1.59 

8 

0.68 

5.6 

563 

New  England  G  &  E 

-26.9 

203/4-       83/8 

131/4 

7.7 

102 

1.70 

8 

1.28 

9.7 

564    521 

USLIFE 

-27.0 

39%-     71/2 

12% 

21.4 

268 

2.15 

6 

0.32 

2.6 

565    573 

Transway  IntI 

-27.0 

351/4-    105/8 

17% 

6.5 

116 

2.75 

7 

1.40 

7.8 

566   445 

Armstrong  Cork 

-27.1 

457/8-  143/4 

241/4 

25.7 

624 

1.04 

23 

0.80 

3.3 

567   410 

Fischbach  &  Moore 

-27.4 

691/2-  14 

24% 

3.3 

80 

3.45 

7 

1.10 

4.5 

568    114 

Texas  Eastern 

-27.5 

61%-  20 

29% 

24.4 

717 

3.92 

7 

1.70 

5.8 

569    385 

First  Charter  Finl 

-27.6 

301/8-     45/8 

12% 

28.2 

345 

1.61 

8 

none 

0.0 

570    564 

General  Public  Utils 

-27,9 

251/8-     91/2 

16% 

54.8 

903 

2.27 

7 

1.68 

10.2 

570   322 

Texas  Utilities 

-27.9 

36     -  151/4 

22 

60.0 

1,320 

2.03 

11 

1.24 

5.6 

572   467 

AMF 

-28.0 

671/4-     9 

20% 

18.8 

387 

1.79 

12 

1.24 

6.0 

573    598 

Northeast  Utilities 

-28J 

i7y8-  51/2 

10% 

56.2 

569 

1.48 

7 

1.02 

10.1 

574    624 

Hershey  Foods 

-28.4 

313/8-       8I/2 

18% 

11.8 

220 

2.26 

8 

1.00 

5.4 

575    542 

Dayton  Power  &  Light 

-28.5 

275/8-    105/8 

17% 

15.3 

274 

2.25 

8 

1.66 

9.3 

576    590 

Goodyear 

-28.7 

351/4-    113/4 

22% 

71.6 

1,621 

2.17 

10 

1.10 

4.9 

577    671 

Brockway  Glass 

-28.8 

391/8-       91/8 

23% 

4.8 

112 

3.36 

7 

1.00 

4.3 

578   660 

Fairchild  Industries 

-29.0 

141/4-      33/4 

6% 

4.6 

28 

0.69 

9 

0.30 

4.9 

579    551 

Hyster 

-29.1 

321/4-       83/4 

12% 

6.0 

74 

1.70 

7 

0.75 

6.0 

580    469 

Borg-Warner 

-29.2 

385/8-  121/2 

20% 

18.5 

385 

1.88 

11 

1.35 

6.5 

581    576 

General  Motors 

-Z9A 

91 '/8-  28^8 

56% 

287.6 

16,358 

3.94 

14 

2.40 

4.2 

582 

Natomas 

-29.4 

613/8-    171/8 

23% 

6.8 

158 

6.13 

4 

1.20 

5.1 

583   463 

Oaquesne  Light 

-29.6 

263/4-   11 

17% 

26.4 

455 

2.25 

8 

1.72 

10.0 

584    307 

Panhandie  r^ctem 

-29.6 

453/8- 191/2 

28% 

14.5 

413 

4.74 

6 

2.10 

7.4 

585    514 

H  ;  •-.     ^es 

-29.7 

251/8-  11 

13 

24.1 

314 

1.92 

7 

1.00 

7.7 

586    622 

n 

-jO.O 

26    -    8 

14 

6.8 

95 

4.37 

3 

0.60 

4.3 

587    505 

United 

-30.1 

241/4-  10% 

14% 

47.8 

693 

1.61 

9 

1.12 

7.7 

588   479 

Lane  Bi^ 

-ac.b 

34    -    7% 

14% 

4.7 

67 

1.59 

9 

0.72 

5.1 

589    586 

Celane 

-30.7 

793/4-  241/2 

43% 

13.9 

603 

3.07 

14 

2.80 

6.4 

590   468 

Studebaker-Worthngtr 

-30.7 

71%-  18 

39% 

3.2 

127 

5.07 

8 

1.32 

3.3 

591    361 

Kemper  Corp 

-31.0 

51%-  11 

14% 

5.6 

81 

1.36 

11 

0.80 

5.5 

591 

Triangle  industries 

-314) 

223/4-     91/4 

10% 

2.0 

22 

2.49 

4 

0.90 

8.3 

593    547 

6  C  Murphy 

-31.0 

363/4-    9% 

17 

3.9 

66 

2.42 

7 

1.20 

7.1 

594    504 

Baltimore  Gas  &  Elec 

-31.1 

34%-  12% 

223/4 

27.0 

615 

2.98 

8 

1.96 

8.6 

595   312 

Cleveland  Elec  Ilium 

-31.1 

423/4-  201/4 

26% 

16.1 

433 

3.21 

8 

2.48 

9.2 

596   338 

Texaco 

-31.2 

43%-  20 

24 

271.6 

6.519 

3.34 

7 

2.00 

8.3 

597 

Louisiana  Land 

-312 

551/2-  163/4 

2278 

36.3 

829 

2.57 

9 

1.12 

4.9 

598 

Arizona  Public  Serv 

-31.3 

251/4-  iiy. 

15% 

19.0 

287 

2.71 

6 

1.36 

9.0 

599       * 

Crown  Central  Petrol 

-314 

431/2-  11% 
36%-  15  ■ 

16% 
23% 

1.7 

11.4 

28 

1.87 

9 

none 

0.0 

600   439 

N  Y  State  Elec  &  Gas 

-31.6 

268 

3.32 

7 

2.20 

9.4 

601    485 

Springs  Mills 

-31.8 

19%-    8V4 

11% 

8.7 

97 

0.48 

23 

0.75 

6.7    ■ 

602   447 

Hammermill  Paper 

-31.9 

26^8-  107, 

16 

6.7 

108 

2.93 

5 

1.20 

7.5 

603  771 

604  154 

McGraw-Hill 

-32.0 

24%-    5% 

123/4 

23.1 

295 

1.31 

10 

0.56 

4.4 

<;amble-Skogmo 

-32.0 

481/4-  17 

23% 

4.4 

104 

4.26 

6 

1.40 

5.9 

605    705 

General  Host 

-32.lt 

231/4-     4»/4 

11% 

1.6 

19 

6.75 

2 

0.50 

4.2 

606  * 

607  475 

608  425 

Marsh  Supermarkets 

-32.2 

9»/4-    4% 

5% 

1.6 

9 

1.06 

5 

0.45 

8.0 

Ohio  Edison 

-32.3 

2778-  107, 

17 

35.7 

607 

1.89 

9 

1.66 

98 

Pacific  Lighting 

-32.4 

29%-  137, 

171/4 

19.8 

342 

2.33 

7 

1.68 

9.7 

609   260 

Columbia  Gas  System 

-32.6 

403/4-  15% 

231/4 

32.4 

754 

3.24 

7 

2.06 

8.9 

610  638 

611  512 

Zenith  Radio 

-32.8 

56%-    9% 

24% 

18.8 

468 

1.06 

23 

1.00 

4.0 

ExCeli-0 

-32.8 

24%-    9% 

15% 

8.0 

120 

2.43 

6 

1.10 

7.3 

*  Not  ranked  last 

year.         |  Four-year  price  change 

def-Defif 

it. 
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who's  Where  in  the  Stock  Market 

Five- Year  Change 

in  Consumer  Price  Index: 

38.2% 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

•75      '74 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

612    402 

Public  Service  Colo 

-32.80^ 

26V4- 

93/4 

155/8 

23.2 

$  362 

$2.22 

7 

$1.20 

7.7% 

613    190 

First  Natl  Boston 

-32.9 

50    - 

2iy8 

213/8 

12.1 

258 

3.81 

6 

1.88 

8.8 

614    565 

Gillette 

-33.0 

661/8- 

203/4 

33 

30.1 

992 

2.57 

13 

1.50 

4.5 

615 

Amtei 

-33.3 

111/2- 

41/8 

5 

4.7 

24 

1.22 

4 

0.32 

6.4 

615   693 

Fingerhut 

-33.3 

28    - 

1 

3 

6.6 

20 

-1.07 

def 

none 

0.0 

615    415 

Kings  Oept  Stores 

-33.3 

211/2- 

4 

83/4 

7.5 

65 

1.06 

8 

0.40 

4.6 

618   308 

Central  &  South  West 

-33.5 

261/2- 

103/4 

161/8 

51.4 

829 

1.79 

9 

1.16 

7.2 

619    656 

National  Airlines 

-33.6 

51     - 

63/4 

10^8 

8.6 

93 

1.04 

10 

0.50 

4.6 

620    420 

Cincinnati  6  &  E 

-33.6 

291/2- 

131/8 

I8I/2 

21.0 

389 

1.99 

9 

1.64 

8.9 

621    596 

Phiiadeiphia  Bectric 

-33.9 

251/8- 

9% 

14% 

58.4 

868 

1.83 

8 

1.64 

11.0 

622    667 

Wean  United 

-34.0 

91/4- 

2% 

378 

3.1 

12 

0.93 

4 

none 

0.0 

623    729 

Kaiser  Industries 

-34.1 

141/4- 

4 

8 

27.5 

220 

1.67 

5 

0.26 

3.3 

624    497 

Midland-Ross 

-34.3 

351/4- 

85/8 

171/2 

5.7 

100 

3.92 

4 

1.00 

5.7 

625 

Blount 

-34.4tt 

6I/4- 

IVs 

25/8 

8.0 

21 

0.51 

5 

0.08 

3.0 

626    290 

Combustion  Engineerg 

-34.5 

1061/4- 

213/4 

341/4 

10.2 

350 

4.00 

9 

1.90 

5.5 

627    554 

Simmons 

-34.5 

413/4- 

91/2 

191/4 

6.8 

131 

1.50 

13 

1.10 

5.7 

628        * 

Brooklyn  Union  Gas 

-34.7 

275/8- 

11 

I6I/4 

6.5 

106 

2.34 

7 

1.72 

10.6 

629    233 

GATX 

-34.8 

65     - 

221/4 

283/8 

11.9 

338 

4.18 

7 

1.80 

6.3 

630    795 

Tailey  Industries 

-34.9 

163/8- 

4^8 

7Vti 

4.3 

31 

1.20 

6 

0.60 

8.4 

631    701 

Bluebird 

-35.0 

8%- 

IVs 

31/4 

5.4 

18 

0.66 

5 

none 

0.0 

632    400 

Philadelphia  Natl 

-35.1 

521/2- 

i9y2 

25 

5.8 

146 

4.66 

5 

2.10 

8.4 

633    669 

Corning  Glass  Works 

-35.1 

1265/8- 

25 

4578 

17.6 

809 

1.08 

42 

1.12 

2.4 

634    647 

Champion  inti 

-35.1 

371/8- 

93/8 

18 

27.9 

502 

1.86 

10 

1.00 

5.6 

635    466 

Green  Giant 

-35.2 

301/4- 

121/2 

1578 

3.1 

50 

2.03 

8 

1.08 

6.8 

636    436 

Cyclops 

-35.2 

281/2- 

14i/« 

155/8 

2.1 

33 

-5.07 

def 

1.00 

6.4 

637    723 

American  Bakeries 

-35.3 

25     - 

31/8 

103/4 

1.6 

17 

1.39 

8 

0.40 

3.7 

638    523 

Crocker  Natl  Corp 

-35.4 

4IV4- 

131/8 

223/8 

11.7 

263 

3.46 

6 

1.66 

7.4 

639    464 

Gulf  Oil 

-35.5 

34     - 

16 

2078 

194.7 

4,065 

3.66 

6 

1.70 

8.1 

640 

SuCrest 

-35.6 

123/8- 

33/8 

6 

1.8 

11 

1.55 

4 

0.45 

7.5 

641    282 

Fleetwood  Enterprises 

-35.7 

491/2- 

31/2 

123/4 

11.4 

145 

0.56 

23 

0.24 

1.9 

642    568 

General  Foods 

-35.7 

441/4- 

16 

281/8 

49.8 

1,400 

2.23 

13 

1.40 

5.0 

642    567 

Pub  Svc  Elec  &  Gas 

-35.7 

30 1/4- 

101/2 

18 

56.2 

1,011 

2.35 

8 

1.72 

9.6 

644    618 

Loews 

-35.8 

6O1/2- 

ioy8 

223/8 

12.9 

289 

4.37 

5 

1.20 

5.4 

645    781 

Bangor  Punta 

-35.9 

191/2- 

2 

51/8 

4.2 

22 

1.99 

3 

none 

0.0 

645    757 

Gray  Drug  Stores 

-35.9 

411/4- 

5 

153/8 

1.7 

26 

2.58 

6 

0.50 

3.3 

647    648 

Foremost-McKesson 

-36.1 

28     - 

91/4 

133/4 

11.7 

160 

2.75 

5 

0.92 

6.7 

648    710 

Gerber  Products 

-36.2 

531/4- 

81/2 

26 

8.1 

211 

2.47 

11 

1.10 

4.2 

649    493 

B  F  Goodrich 

-36.5 

35     - 

121/2 

175/8 

14.3 

252 

2.07 

9 

1.12 

6.4 

650    548 

Illinois  Power 

-36.5 

443/4- 

14 

2578 

19.7 

509 

2.88 

9 

2.20 

8.5 

651    486 

Union  Electric 

-36.^ 

221/8- 

8^/8 

131/4 

37.0 

491 

1.73 

8 

1.28 

9.7 

652    608 

Rich's 

-36.5 

491/2- 

11 

191/4 

4.1 

79 

1.88 

10 

1.16 

6.0 

653    192 

CIT  Financial 

-36.7 

545/8- 

231/4 

2778 

20.4 

568 

4.21 

7 

2.20 

7.9 

654    552 

Tecumseh  Products 

-36.7 

66     • 

171/2 

31 

5.5 

170 

3.97 

8 

2.00 

6.5 

655    721 

Warner  Communications 

-37.1 

501/4- 

65/8 

I81/4 

15.1 

276 

2.74 

7 

0.50 

2.7 

656    601 

Burlington  Inds 

-37.2 

493/4- 

135/8 

283/4 

27.8 

799 

1.43 

20 

1.20 

4.2 

657    615 

McGraw-Edison 

-37.2 

45     - 

llVa 

223/8 

16.3 

364 

1.82 

12 

1.20 

5.4 

658    561 

Detroit  Edison 

-37.2 

233/8- 

7y2 

141/8 

49.0 

693 

1.67 

8 

1.45 

10.3 

659    453 

Brunswick 

-37.3 

553/8- 

71/8 

113/4 

18.8 

220 

1.10 

11 

0.40 

3.4 

660    508 

Brown  Group 

-37.4 

42     ■ 

133/8 

211/8 

7.3 

154 

1.51 

14 

1.20 

5.7 

661    407 

No  Illinois  Gas 

-37.6 

381/2- 

15 

225/8 

13.9    - 

314 

3.24 

7 

2.00 

8.8 

662 

'  Delmarva  Power  &  Lt 

-37.7 

221/2- 

71/8 

123/8 

18.5 

229 

1.59 

8 

1.20 

9.7 

663 

Girard 

-37.9 

62     - 

281/2 

34 

2.5 

84 

6.30 

5 

3.24 

9.5 

664    420 

Ciorox 

-37.9 

53     - 

51/2 

IIV4 

22.4 

252 

1.01 

11 

0.52 

4.6 

665    699 

Wallace-Murray 

-38.0 

253/8- 

5 

llVa 

3.1 

36 

2.59 

4 

0.80 

6.9 

666    607 

Thrifty  Drug  Stores 

-38.0 

163/8- 

4 

65/8 

9.8 

65 

0.58 

11 

0.40 

6.0 

666    722 

F  W  Woolworth 

-38.0 

553/8- 

8 

225/8 

28.5 

645 

2.56 

9 

1.20 

5.3 

668    627 

Scott  Paper 

-38.0 

271/2- 

95/8 

1478 

34.6 

514 

1.83 

8 

0.68 

4.6 

669    581 

ARA  Services 

-38.1 

1245/8- 

305/8 

491/4 

9.3 

456 

3.54 

14 

1.06 

2.2 

670    558 

Pet 

-38.2 

551/2- 

155/8 

251/4 

6.2 

155 

3.35 

8 

1.50 

5.9 

671    619 

Fruehauf 

-38.5 

451/4- 

13 

193/4 

11.9 

235 

2.08 

9 

1.80 

9.1 

672    413 

Pacific  Gas  &  Elec 

-38.6 

363/8- 

17 

211/4 

80.0 

1.699 

2.76 

8 

1.88 

8.8 

673    766 

NCR 

-38.9 

49     • 

135/8 

24 

23.7 

569 

3.49 

7 

0.72 

3.0 

674    611 

Peoples  Drug  Stores 

-39.0 

193/8- 

31/8 

61/4 

2.4 

15 

0.05 

— 

0.20 

3.2 

675    666 

Collins  &  Aikman 

-39.1 

321/4- 

31/2 

1178 

11.6 

138 

0.40 

30 

0.56 

4.7 

•  Not  ranked  last  year.         H  Three-year  price 

change.          def— Deficit. 
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who's  Where  in  the  Stock  Market 

■.-ra.-'jfr-^nm 

Five- 

■Year  Change 

in  Consumer  Price  Index: 

38.2% 

Shares 

Total 
Market 

Latest 
12-Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstandin 

g          Value 

Earnings 

Earnings 

Annual 

Current 

•75      '74 

Company 

Price  Change            Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

676    743 

Zaie 

-39.2% 

45     - 

83/4 

221/2 

12.5 

$   280 

$2.39 

9 

$0.80 

3.6O/0 

677    261 

Liggett  &  Myers 

-39.3 

74 '/4- 

241/8 

283/4 

8.2 

235 

4.05 

7 

2.50 

8.7 

678    430 

Thriftimart 

-39.6 

145/8- 

53/4 

7y8 

0.9 

7 

0.13 

59 

none 

0.0 

679    686 

Washington  Nati  Corp 

-39.6 

303/8- 

71/2 

loys 

.     6.3 

67 

1.84 

6 

0.80 

7.5 

680    537 

Wachovia  Corp 

-39.7 
-39.8 

45     ■ 

10 

171/2 

11.2 

195 

2.40 

7 

0.76 

4.3 

681    557 

Allied  Products 

25%- 

9y8 

9y8 

1.8 

<     17 

0.21 

46 

0.60 

6.2 

682    470 

Bank  of  New  York 

-39.9 

52     - 

22 

271/2 

6.0" 

165 

5.91 

5 

2.20 

8.0 

683    719 

MBPXL 

-40.0 

llVs- 

53/4 

101/8 

1.8 

18 

1.37 

7 

0.20 

2.0 

684    642 

Sybron 

-40.1 

39%- 

1078 

17 

10.1 

172 

1.99 

9 

0.84 

4.9 

685    213 

American  Financial 
Dillingham 

-40.1 

2oy2- 

eys 

7 

12.0 

84 

1.09 

6 

0.04 

0.6 

686    774 

-40.4 

nvz- 

41/8 

7 

12.7 

89 

1.44 

5 

0.40 

5.7 

687    432 

So  Calif  Edison 

-40.5 

35V2- 

14  yg 

191/8 

48.0 

917 

3.22 

6 

1.68 

8.8 

688    674 

Scot  Lad  Foods 

-40.7 

I8V4- 

33/8 

6 

4.0 

24 

1.56 

4 

0.36 

6.0 

689 

BanCal  Tri-State 

-40.8 

39     ■ 

1078 

151/4 

3.5 

54 

1.77 

9 

1.34 

8.8 

690    769 

Harris  Corp 

-40.9 

693/8- 

13 

323/4 

6.1 

199 

0.50 

66 

1.20 

3.7 

691    550 

Long  Island  Lighting 

-41.0 

273/4. 

9% 

15y8 

31.9 

499 

2.25 

7 

1.50 

9.6 

692    597 

Security  Pacific 

-41.1 

421/2- 

13 

17  y8 

20.7 

364 

3.11 

6 

1.40 

7.9 

693    393 

El  Paso  Company 

-41.3 

22'/8- 

91/8 

n% 

31.9 

363 

1.42 

8 

1.10 

9.7 

693 

Northeast  Petroleum 

-41.3« 

143/4- 

41/4 

7Vb 

3.5 

25 

1.85 

4 

0.25 

3.5 

695    586 

Boston  Edison 

-41.3 

40^8- 

14 

223/8 

9.5 

213 

2.54 

9 

2.44 

10.9 

696        * 

Sun  Chemical 

-41.6 

345/8- 

81/8 

103/8 

2.1 

22 

-2.23 

def 

0.40 

3.9 

697 

So  Carolina  E  &  6 

-41.7 

31^8- 

83/4 

163/4 

15.8 

265 

2.13 

8 

1.48 

8.8 

698    456 

Xerox 

-42.2 

17178- 

49 

50 

79.2 

3,960 

4.36 

11 

1.00 

2.0 

699    559 

Commonwealth  Oil  Rfg 

-42.5 

17     • 

5 

83/4 

14.5 

127 

-1.57 

def 

none 

0.0 

700    636 

Va  Electric  &  Power 

-42.6 

25y8- 

678 

131/2 

62.0 

838 

2.37 

6 

1.18 

8.7 

701    544 

Flintkote 

-42.7 

351/2- 

91/8 

161/4 

5.6 

91 

1.96 

8 

1.16 

7.1 

702    519 

Coca-Cola  Boting  NY 

-42.9 

333/8- 

31/2 

71/2 

15.8 

119 

0.48 

16 

0.40 

5.3 

703    593 

Akzona 

-43.4 

463/4- 

83/4 

203/8 

12.4 

253 

-0.01 

def 

1.20 

5.9 

704    523 

No  Indiana  Pub  Svc 

-43.6 

323/8- 

113/4 

i7y8 

22.1 

390 

1.92 

9 

1.36 

7.7 

705    641 

Oayco 

-43.7 

221/2- 

9V4 

iiya 

3.1 

35 

2.31 

5 

0.50 

4.5 

706    663 

Scovilt  Mfg 

-43.8 

33y8- 

7 

iiy8 

7.1 

80 

0.36 

32 

1.00 

8.8 

707    368 

Jewel  Companies 

-43.8 

443/8- 

161/2 

193/4 

11.5 

226 

242 

8 

1.20 

6.1 

708    541 

Marathon  Mfg 

-43.9 

491/8- 

4y8 

8 

3.7 

30 

3.87 

2 

none 

0.0 

709    734 

Transamerica 

-43.9 

22y8- 

53/8 

81/2 

64.9 

552 

0.83 

10 

0.62 

7.3 

710   471 

l-T-E  Imperial 

-43.9 

43     - 

10 

141/2 

8.2 

118 

2.14 

7 

0.80 

5.5 

711 

Equimark 

-43.9 

253/,- 

7 

9y8 

4.1 

40 

1.80 

5 

0.88 

9.1 

712    546 

Household  Finance 

-44.0 

40     - 

9  ¥4 

16 

41.2 

660 

2.47 

6 

1.10 

6.9 

713 

Envirotech 

-44.0t 

60     - 

778 

183/4 

4.4 

83 

192 

10 

none 

0.0 

714    387 

Middle  South  Utils 

-44.1 

283/4- 

91/8 

1478 

51.3 

763 

177 

8 

1.26 

8.5 

715    271 

iU  Intemationai 

-44.3 

28^8- 

8i/« 

10 

27.4 

274 

2.68 

4 

0.85 

8.5 

716    633 

Southern  Company 

-44.3 

283/4- 

778 

i4y8 

109.8 

1.605 

2.09 

7 

1.40 

9.6 

717    532 

International  Nickel 

-44.4 

463/4- 

1878 

251/4 

74.6 

1,882 

2.98 

8 

1.60 

6.3 

718    585 

IC  Industries 

-44.6 

441/2- 

103/4 

leyg 

12.7 

211 

2.36 

7 

1.30 

7.8 

719    378 

Hoover 

-44.6 

411/2- 

83/4 

1078 

13.2 

143 

0.45 

24 

0.68 

6.3 

720    711 

Pitney-Bowes 

-44.7 

33  y8- 

6y8 

1478 

13.0 

194 

2.04 

7 

0.60 

4.0 

721    642 

Warnaco 

-44.7 

25    - 

63/4 

9y8 

3.8 

34 

-0.55 

def 

0.80 

8.8 

722    490 

Chase  Manhattan  Corp 

-44.9 

663/4- 

24y8 

281/4 

32.1 

906 

6.84 

4 

2.20 

7.8 

723    630 

Walgreen 

-45.0 

3378- 

93/8 

13 

6.6 

86 

149 

9 

1.00 

7.7 

724    483 

Comsat 

-45.1 

841/2- 

223/4 

2778 

10.0 

279 

4.85 

6 

1.00 

3.6 

725    256 

Richmond  Corp 

-45.1 

311/2- 

9y« 

978 

13.2 

130 

0  74 

13 

0.80 

8.1 

726    457 

Johns-Manviile 

-45.4 

461/8- 

143/« 

221/8 

18.7 

414 

187 

12 

1.20 

5.4 

727    555 

United  States  Gypsum 

-45.8 

373/4- 

13 

17 

16.6 

283 

0.96 

18 

1.60 

9.4 

728    755 

Miles  Laboratories 

-45.8 

69y8- 

133/« 

243/8 

5.3 

130 

3.09 

8 

1.28 

5.3 

729    208 

Seaboard  Coast  Line 

-45.8 

663/4- 

1778 

203/8 

14.6 

297 

3.67 

6 

1.40 

6.9 

730    756 

Phiilips-Van  Heusen 

-46.0 

261/2- 

33/4 

83/8 

3.8 

32 

0.39 

21 

0.40 

4.8 

731    480 

Beneficial  Corp 

-46.0 

553/8- 

113/4 

181/2 

19.0 

352 

3.21 

6 

1.25 

6.8 

732    339 

Gt  Western  Financial 

-A6J0 

36     - 

63/„ 

131/2 

14.9 

201 

186 

7 

0.44 

3.3 

733    620 

Idle  Wild  Foods 

-46J 

203/4- 

4 

4y2 

1.1 

5 

1.65 

3 

none 
0.84 

0.0 

734    768 

Bell  &  Howell 

-46.4 

733/8- 

83/4 

171/2 

5.7 

100 

2.16 

8    ' 

4.8 

735    759 

Insilco 

-46.5 

203/4. 

5y« 

8y8 

8.9 

76 

0.97 

9 

0.70 

8.1 

736    532 

Gulf  States  Utils 

-46.5 

263/4- 

83/4 

131/2 

28.5 

385 

1.65 

8 

1.12 

8.3 

737    709 

Florida  Power 

-46.6 

57^8- 

107« 

293/8 

14.2 

416 

4.37 

7 

2.10 

7.1 

738    707 

Chromalloy  American 

-46.7 

2478- 

73/4 

10 

10.0 

100 

1  78 

6 

0.70 

7.0 

739    515 

United  Merch  &  Mfrs 

-46.9 

32    - 

1078 

1478 

5.9 

88 

-3.06 

d«f 

0.80 

5.4 

*  Not  ranked  last 

year.          t  Four-year  price  chang( 

!.          tt  Thre 

eyear  price  change. 

def— Deficit. 
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Who's  Where  in  the 

Stock  Market 

Five- Year  Change 

in  Const 

jmer  Price  Index: 

38.2% 

Shares 

Total 
Market 

Latest 
12.Month 

Price/ 

Indicated 

Rank 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

'75      '74 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

740    606 

Charter  New  York 

-46.9% 

441/8- 

18 

213/8 

8.3 

$   176 

$5.02 

4 

$2.00 

9.40/0 

741 

United  Refining 

-47.0 

273/8- 

5 

9% 

1.8 

18 

3.14 

3 

0.48 

4.9 

742    600 

Rapid-American 

-47.1 

2IV4- 

5 

55/8 

6.8 

38 

-8.12 

def 

none 

0.0 

743    424 

St  Louis-San  Fran  Ry 

-47.3 

56»/2- 

211/4 

231/8 

2.6 

60 

2.64 

9 

2.50 

10.8 

744    703 

Consumers  Power 

-47.4 

373/8- 

9 

185/8 

26.8 

499 

2.25 

8 

2.00 

10.7 

745    540 

Lone  Star  Industries 

-47.4 

333/4- 

85/8 

13% 

10.9 

151 

1.78 

8 

1.00 

7.2 

746    689 

Mohasco 

-47.5 

48%- 

83/8 

15% 

6.6 

104 

0.75 

21 

0.60 

3.8 

747    830 

Bergen  Brunswig 

-47.5 

163/8- 

IV2 

63/4 

2.8 

19 

0.63 

11 

none 

0.0 

748    311 

Browning-Ferris  Inds 

-47.7 

363/4- 

4>/« 

55/8 

16.5 

93 

0.30 

19 

0.20 

3.6 

749    751 

General  Instrument 

-47.7 

31     - 

41/4 

7% 

7.2 

57 

0.71 

11 

none 

0.0 

750    739 

American  Standard 

-48.0 

321/4- 

73/4 

15% 

11.8 

187 

2.46 

6 

1.00 

6.3 

751    762 

Allied  Supermarkets 

-48.2 

10     - 

1% 

31/2 

5.2 

18 

-1.07 

def 

none 

0.0 

752    790 

Boise  Cascade 

-48.7 

487/8- 

8I/4 

231/4 

29.5 

685 

2.31 

10 

0.65 

2.8 

753    651 

Avon  Products 

-48.7 

140     - 

185/8 

453/8 

58.0 

2,632 

2.14 

21 

1.60 

3.5 

754    782 

Saga  Corp 

-48.9 

37     - 

23/4 

83/8 

4.3 

36 

1.07 

8 

none 

0.0 

755    662 

Libbey-Owens-Ford 

-49.1 

551/8- 

121/2 

20% 

11.0 

230 

2.13 

10 

1.10 

5.3 

755    717 

Trans  World  Airlines 

-49.1 

59%- 

43/4 

7 

13.1 

92 

-7.41 

def 

none 

0.0 

757    708 

Penn-Dixie  Inds 

-49.3 

121/8- 

33/4 

41/2 

5.0 

22 

0.45 

10 

0.24 

5.4 

758 

First  Wisconsin  Corp 

-49.3 

423/4- 

10 

171/8 

4.2 

71 

2.70 

6 

1.76 

10.3 

759    458 

First  Penna  Corp 

-49.4 

523/4- 

12 

14% 

13.1 

195 

2.81 

5 

1.32 

8.9 

760    770 

New  York  Times 

-49.4 

293/4- 

6% 

ll'/s 

10.9 

122 

1.40 

8 

0.60 

5.4 

761    527 

ASARCO 

-50.0 

283/4- 

12 

133/4 

26.8 

369 

1.32 

10 

0.60 

4.4 

761    714 

Consolidated  Edison 

-50.0 

29     • 

6 

133/8 

61.5 

823 

3.22 

4 

1.20 

9.0 

761    545 

Continental  Tel 

-50.0 

273/8- 

91/4 

125/8 

37.5 

474 

1.39 

9 

1.00 

7.9 

761    574 

Cummins  Engine 

-50,0 

693/8- 

iiys 

173/4 

6.7 

120 

1.57 

11 

1.00 

5.6 

765    411 

NCNB 

-50.4 

421/8- 

65/8 

81/2 

16.9 

143 

0.95 

9 

0.52 

6.1 

766    429 

Houston  Ltg  &  Power 

-50.4 

563/4- 

161/2 

223/4 

23.8 

540 

2.54 

9 

1.56 

6.9 

767    507 

Amfac 

-50.4 

393/4- 

101/4 

14% 

11.0 

163 

3.40 

4 

1.00 

6.7 

768    602 

Western  Bancorp 

-51.0 

405/8- 

131/4 

181/2 

23.9 

441 

3.39 

5 

1.40 

7.6 

769    777 

Koehring 

-51.1 

243/8- 

31/2 

85/8 

3.0 

26 

2.16 

4 

none 

0.0 

770    609 

General  Cable 

-51.2 

261/4- 

63/4 

101/8 

14.3 

144 

1.64 

6 

0.72 

7.1 

771 

Fideicor 

-51.3 

49^8- 

181/4 

1972 

4.8 

94 

3.12 

6 

2.20 

11.3 

772    683 

Grand  Union 

-51.4 

33     - 

7Vi 

131/8 

6.2 

81 

1.31 

10 

0.80 

6.1 

773    613 

National  Gypsum 

-51.5 

251/2- 

8 

11% 

16.3 

193 

1.27 

9 

1.05 

8.8 

774    419 

First  Natl  Stores 

-51.7 

491/2- 

15 

21 

1.1 

24 

0.57 

37 

1.00 

4.8 

775    776 

Lear  Siegler 

-51.9 

16%- 

33/8 

61/4 

12.2 

76 

1.27 

5 

0.32 

5.1 

776    451 

Kroger 

-52.0 

46     - 

141/4 

17% 

13.5 

241 

2.90 

6 

1.36 

7.6 

777    639 

Magic  Chef 

-52.0 

291/2- 

21/2 

5% 

7.6 

45 

-0.24 

def 

0.32 

5.4 

778 

Maryland  Cup 

-52.3. 

481/8- 

10 1/4 

I81/4 

4.3 

79 

2.27 

8 

0.54 

3.0 

779    727 

Questor 

-52.4 

241/4- 

31/2 

61/4 

9.0 

56 

-0.08 

def 

none 

0.0 

780    785 

Polaroid 

-52.4 

1491/2- 

141/8 

365/8 

32.9 

1,203 

1.43 

26 

0.32 

0.9 

781    444 

Chemical  New  York 

-52.7 

703/8- 

261/2 

303/4 

14.4 

444 

7.06 

4 

2.88 

9.4 

782 

San  Diego  Gas  &  Elec 

-52.7 

24     - 

10 

10% 

17.0 

185 

0.62 

18 

1.20 

11.0 

783    500 

Bankers  Trust  NY 

-52.8 

721/4- 

285/8 

303/4 

10.5 

323 

6.87 

4 

3.00 

9.8 

784    696 

Fieldcrest  Mills 

-52.9 

41^8- 

61/2 

161/2 

3.6 

60 

0.82 

20 

1.00 

6.1 

785    625 

Transco  Companies 

-532 

201/2- 

43/4 

91/8 

22.3 

203 

0.91 

10 

0.80 

8.8 

786    637 

Cincinnati  Milacron 

-53.3 

481/2- 

131/2 

19% 

3.6 

71 

2.64 

7 

1.40 

7.1 

787    780 

Ryder  System 

-53.3 

461/4- 

3 

83/4 

13.1 

115 

-1.22 

def 

none 

0.0 

788    207 

Govt  Employees  Ins 

-53.4 

633/4- 

83/4 

11V4 

17.7 

200 

-1.12 

def 

none 

0.0 

789    685 

Kellwood 

-53.5 

431/4- 

6^/2 

125/8 

3.4 

42 

0.15 

— 

0.80 

6.3 

790    700 

.     Merrill  Lynch  &  Co 

-53.5$ 

46     - 

61/4 

15% 

35.6 

565 

2.47 

6 

0.60 

3.8 

791    737 

Johnson  Controls 

-53.6 

39%- 

63/4 

12% 

3.6 

47 

1.56 

8 

0.80 

6.2 

792    414 

Federal-Mogul 

-53.7 

323/8- 

12 

123/8 

5.3 

65 

0.18 

69 

1.00 

8.1 

793    725 

Clar^  Oil  &  Refining 

-53.8 

28%- 

61/2 

91/8 

7.1 

65 

-0.84 

def 

0.50 

5.5 

794 

Interstate  United 

-53.9 

131/2- 

21/4 

41/2 

2.9 

13 

0.86 

5 

0.24 

5.3 

795    726 

Carrier 

-53.9 

345/8- 

6 

10% 

24.4 

265 

0.27 

40 

0.52 

4.8 

796    690 

Consolidated  Foods 

-54.1 

48%- 

101/2 

191/2 

28.1 

547 

0.30 

65 

1.35 

6.9 

797    629 

National  Svc  Inds 

-54.4 

34     - 

5% 

103/8 

13.9 

144 

1.27 

8 

0.74 

7.1 

798    738 

National  Can 

-54.6 

311/2- 

6I/2 

11% 

6.1 

71 

2.41 

5 

0.53 

4.6 

799    775 

Pan  Am  World  Airways 

-54.6 

20 1/4- 

iy4 

51/2 

42.1 

232 

-1.50 

def 

none 

00 

800    834 

Columbia  Pictures 

-55.1 

173/8- 

1% 

51/8 

7.7 

40 

0.93 

6 

none 

0.0 

801    668 

Armstrong  Rubber 

-55.2 

45     - 

101/2 

151/4 

1.7 

26 

2.07 

7 

none 

0.0 

802    397 

General  Cigar 

-55.5 

40%- 

95/8 

141/8 

2.5 

35 

2.08 

7 

1.20 

8.5 

803    661 

Pabst  Brewing 

-55.6 

1011/4- 

11 

221/4 

8.6 

191 

2.44 

9 

1.04 

4.7 

*  Not  ranked  last 

year.          i  Four-year  price  change.          def— Deficit. 
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Wh 

o's  where  in  the 

Stock  Market 

Five- Year  Change  in  Consumer  Price  Index: 

38.2% 

Total 

Latest 

Shares 

Market 

12-Month 

Price/ 

Indicated 

Rank 
•75      '74 

5-Year 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

804    560 

UOP 

-55.6% 

28%- 

91/2 

9% 

10.7 

$      106 

$  0.98 

10 

none 

0.00/0 

805 

Michigan  National 

-56.0« 

45y8- 

103/8 

19 

4.9 

94 

4.82 

4 

$1.00 

5.3 

806    730 

IntI  Tel  &  Tel 

-56.1 

673/8- 

12 

221/4 

94.3 

2,099 

2.87 

8 

1.60 

7.2 

807    650 

Roper  Corp 

-56.3 

40  V4- 

83/4 

153/4 

2.6 

41 

1.39 

11 

1.20 

76 

808    360 

Skyline 

-56.7 

74     - 

9^8 

145/8 

11.2 

164 

0.14 

— 

0.24 

1.6 

809    763 

Hp        Servomation 

-56.7 

asy*- 

51/4 

iiys 

5.0 

.     55 

1.49 

7 

0-66 

5.9 

810    847 

Hartfieid-Zodys 

-56.8 

173/8- 

Vb 

43/8 

2.0 

9 

-0.70 

def 

none 

0.0 

811    449 

Cabot 

-57.3 

503/8- 

14 

19 

5.3 

101 

-1.67 

def 

0.92 

4.8 

812    603 

Allegheny  Airline: 

-57.3 

25V8- 

31/4 

43/8 

6.0 

26 

-1.90 

def 

none 

0.0 

813    804 

Holiday  Inns 

-58.1 

555/8- 

41/4 

161/8 

29.5 

476 

1.26 

13 

0.35 

2.2 

814    801 

Honeywell 

-58.1 

1703/4- 

171/2 

343/4 

19.6 

680 

2.86 

12 

1.40 

4.0 

815    487 

Amer  Re-Insurance 

-58.2 

621/2- 

10 

151/4 

5.5 

83 

-1.94 

def 

0.60 

3.9 

816    791 

Areata  National 

-58.8 

26V4- 

5 

81/2 

6.1 

52 

1.64 

5 

0.44 

5.2 

817    733 

Del  E  Webb 

-58.8 

13%- 

2 

31/2 

8.4 

29 

0.33 

11 

none 

0.0 

818    746 

Western  Union 

-58.9 

69V2- 

81/2 

171/4 

14.1 

243 

2.31 

7 

1.40 

8.1 

819    665 

Morton-Nomich 

-59.2 

401/4- 

10 

15 

12.5 

188 

1.43 

10 

0.88 

5.9 

820    779 

City  Investing 

-59.5 

253/8- 

4 

71/2 

20.3 

152 

0.40 

19 

0.66 

8.8 

821    747 

Supermarkets  General 

-59.5 

25     - 

25/8 

61/8 

8.1 

50 

0.16 

38 

0.20 

3.3 

822    694 

Westinghouse  Elec 

-59.6 

54%- 

8 

131/2 

86.7 

1,170 

0.40 

34 

0.97 

7.2 

823    792 

Rose's  Stores 

-59.7 

385     - 

40 

621/2 

0.3 

19 

-8.28 

def 

1.60 

2.6 

824    794 

Fuqua  industries 

-59.9 

26%- 

2% 

5 

8.1 

40 

0.04 

— 

none 

0.0 

825    702 

Revere  Copper 

-60.0 

255/8- 

5% 

81/4 

5.6 

46 

-1.24 

def 

none 

0.0 

825    679 

A  0  Smith 

-60.0 

31%- 

61/8 

91/2 

4.9 

47 

0.52 

18 

0.60 

6.3 

825    832 

Whittaker 

-60.0 

143/4- 

IVs 

3 

20.6 

62 

0.13 

23 

none 

0.0 

828    632 

Great  Scott  Suprmkts 

-60J| 

125/8- 

21/2 

41/8 

1.5 

6 

0.85 

5 

0.10 

2.4 

829    577 

Centex 

-60J 

383/4- 

4 

8 

14.5 

116 

0.31 

26 

0.12 

1.5 

830    553 

M  Lowenstein  &  Sons 

-60.6 

38    - 

81/2 

121/2 

3.3 

41 

-3.67 

def 

0.40 

3.2 

831    531 

Chicago  Milwaukee 

-60.9 

19%- 

4 

41/4 

2.5 

10 

-10.58 

def 

none 

0.0 

832    698 

Spencer  Foods 

-61.1 

16     - 

33/8 

51/4 

1.0 

5 

0.01 

— 

0.32 

6.1 

833    720 

Southwest  Forest  Inds 

-61.9 

27>/4- 

3% 

63/8 

5.2 

33 

0.87 

7 

0.20 

3.1 

834    682 

Continental  Airlines 

-62.0 

255/8- 

2% 

43/4 

14.3 

68 

-0.71 

def 

none 

0.0 

835    817 

Control  Data 

-62.2 

85     - 

9y? 

1974 

15.9 

307 

0.88 

22 

none 

0.0 

836    796 

Combined  Insurance 

-62.2 

37V4- 

51/4 

10% 

26.5 

288 

1.90 

6 

0.66 

6.1 

837    687 

Uniroyai 

-62.4 

235/8- 

55/8 

81/8 

26.6 

216 

1.06 

8 

0.50 

6.2 

838    750 

Chrysler 

-62.5 

441/4- 

7 

mi 

59.3 

622 

-5.55 

def 

none 

0.0 

839    644 

Goldblatt  Brothers 

-62.7 

143/8- 

25/8 

31/8 

3.0 

10 

0.29 

11 

0.24 

7.7 

840    765 

American  Airlines 

-62.8 

49%- 

4% 

83/8 

28.5 

239 

-0.91 

def 

none 

0.0 

841    807 

Avco 

-63.0 

20%- 

2 

45/8 

11.5 

53 

-1.05 

def 

none 

0.0 

842    808 

Manhattan  industries 

-63^ 

213/4- 

1% 

5 

2.3 

12 

-3.36 

def 

none 

0.0 

843    435 

Amerada  Hess 

-63J 

643/4- 

123/8 

151/4 

22.8 

347 

4.08 

4 

0.30 

2.0 

844    680 

Great  Ati  &  i>ac  Tea 

-63.5 

33>/4- 

6I/2 

10 

24.9 

249 

-6.95 

def 

none 

0.0 

845    810 

Litton  Industries 

-63.6 

303/8- 

23/4 

6y4 

32.1 

217 

087 

8 

none 

0.0 

846    778 

Trane 

-63.7 

791/4- 

11 

205/8 

5.6 

115 

2.48 

8 

0.96 

4.7 

847    748 

National  Tea 

-63.8 

143/4- 

2 

41/4 

7.8 

33 

-0.12 

def 

none 

0.0 

848    736 

Levitz  Furniture 

-643 

6O1/2- 

ly? 

41/4 

17.0 

72 

-0.12 

def 

none 

0.0 

849    793 

Macmiilan 

-64.6 

151/2- 

3 

4V« 

12.4 

S3 

1.00 

4 

0.25 

5.9 

850        ' 

Southeast  Banking 

-65.1 

383/4- 

9 

105/8 

10.8 

115 

1.26 

8 

0.80 

7.5 

851    588 

Rohr  Industries 

-65.3 

24%. 

5 

53/8 

4.1 

22 

-1.91 

def 

0.40 

7.4 

852    603 

Rath  Packing 

-65.3 

29  y*- 

21/2 

31/4 

1.2 

4 

-5.49 

def 

none 

0.0 

853 

Nashua 

-65.5 

61%- 

9 

10 

4.6 

46 

0  74 

14 

0.60 

6.0 

854    802 

Alexander's 

-65.6 

3iya- 

2 

7% 

4.5 

36 

1.01 

8 

0.16 

2.0 

855 

Citizens  &  Southern 

-65.6 

263/4- 

45/8 

51/2 

24.8 

136 

0.36 

15 

0.52 

9.5 

i 

856    764 

City  Stores 

-66.1 

iiyg- 

1% 

23/8 

3.3 

8 

-2.12 

def 

none 

00     ' 

857    744 

Reliance  Group 

-66.4 

263/4- 

41/4 

5y8 

5.9 

31 

-8.04 

def 

none 

0.0 

858    712 

Ludlow  Corp 

-66.5 

33     - 

6 

63/8 

3.2 

20 

-034 

def 

0.40 

6.3 

859    578 

Marine  Midland  Banks 

-66.7 

391/2- 

iiy4 

12'/4 

12.5 

153 

297 

4 

0.80 

6.5 

860    761 

Hart  Schaff  &  Maix 

-66.8 

321/2- 

4% 

8% 

8.4 

75 

094 

9 

0.60 

68 

861    773 

CNA  Financial 

-67.1 

27     - 

2'/4 

61/4 

34.2 

214 

0.08 

none 

0.0 

862    681 

White  Motor 

-67.2 

291/2- 

5 

5% 

8.3 

46 

-5.89 

def 

nons 

0.0 

863    735 

Tappan 

-67.3 

41     - 

3y4 

6V4 

3.1 

19 

-2.97 

def 

0  20 

32 

864    839 

Adgraph  Muttigraph 

-67.8 

491/2- 

3 

85/8 

8.0 

69 

0.64 

13 

none 

00 

865    816 

Jonathan  Logan 

-69.0 

651/2- 

41/8 

145/8 

5.1 

75 

0.70 

21 

0  40 

2  7 

866    825 

United  Brands 

-69.7 

211/2- 

2y8 

5 

10.8 

54 

004 

none 

00 

867    814 

auett,  Peabody 

-69.7 

271/8- 

21/2 

7 

8.8 

61 

-0.97 

def 

0.30 

4.3 

•  Not  ranked  last 

year.          i  Four-year  price  change.          iX  Three- 

year  price  charge. 

def— Deficit 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


December  10, 1975 


3,000,000  Shares 


J.  C.  Penney  Company,  Inc 


Common  Stock 


(Par  Value  S0<  Per  Share) 


Price  $45.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Burnham  &  Co. 

Ipcorporatcd 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 

£.  F.  Hutton  &  Company  Inc. 


Kuhn,  Loeb  &  Co. 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith         Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Salomon  Brothers 


White,Weld&Co. 

Incorporated 


Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 


Donaldson,  Luf kin  &  Jenrette 

Securities  Corporation 

Halsey,  Stuart  &  Co.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 

Reynolds  Securities  Inc. 

Wertheim  &  Co.,  Inc. 

Shearson  Hayden  Stone  Inc. 


who's  Where  in  the  Stock  Market 

Five-Year  Change 

in  Const 

mer  Price  Index: 

38.2% 

Shares 

Total 
Market 

Latest 
12-Month 

Price/ 

Indicated 

^   V«ar 

1971-75 

Recent 

Outstanding 

Value 

Earnings 

Earnings 

Annual 

Current 

Rank 
•75      '74 

Company 

J-  f  Car 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Ratio 

Dividend 

Yield 

868    530 

Fibreboard 

-70.00/0 

35      - 

71/4 

8 

3.3 

$       26 

$-3.74 

def 

none 

0.00/0 

869    767 

Kaufman  &  Broad 

-70.4 

521/4- 

21/4 

65/8 

15.5 

103 

-0.32 

def 

none 

0.0 

870        ' 

H  F  Ahmanson 

-jo.sn 

331/8- 

55/8 

9 

22.8 

205 

1.57 

6 

$0.20 

2.2 

871    760 

Di  Giorgio 

-70.6 

17%- 

3 

33/4 

5.7 

21 

-0.69 

def 

none 

0.0 

872    741 

Vornado 

-70.6 

325/8- 
2IV4- 

3 
2 

5% 

35/8 

5.6 

2.5 

32 
c      9 

0.36 
0.80 

16 

5 

none 

0.24 

0.0 

873 

Frederick  &  Herrud 

-7L3t 

6.6 

874    798 

DeSoto 

-71.9 

331/4- 

4 

7 

5.4 

38 

-0.24 

def 

0.40 

5.7 

875    749 

Foodarama  Supermkts 

-72.0 

205/8- 

2 

41/8 

1.4 

6 

1.26 

3 

0.15 

3.6 

876    838 

Ampex 

-72.1 

253/8- 

2 

578 

10.9 

56 

0.05 

— 

none 

0.0 

877    706 

Eastern  Air  Lines 

-72.7 

31%- 

31/8 

41/8 

19.0 

79 

-1.47 

def 

none 

0.0 

878    727 

Food  Fair  Stores 

-73.3 

195/8- 

3% 

45/8 

7.5 

35 

-0.48 

def 

0.20 

4.3 

879    784 

U  S  Home 

-73.3 

39     - 

2 

43/4 

9.2 

44 

-0.48 

def 

none 

0.0 

880    783 

Arden-Mayfair 

-74.1 

141/2- 

iy8 

1% 

3.5 

7 

-0.51 

def 

none 

0.0 

881    797 

Evans  Products 

-74.3 

271/4- 

2 

43/4 

16.6 

79 

-1.79 

def 

none 

0.0 

882    835 

Sav-A-Stop 

-76.2 

19y8- 

I'/s 

272 

3.8 

10 

-0.35 

def 

none 

0.0 

883    805 

Sperry  &  Hutchinson 

-77.2 

52     - 

63/4 

9% 

8.9 

88 

1.06 

9 

1.00 

10.1 

884    787 

Victor  Comptometer 

-77.6 

273/8- 

33/4 

4 

5.4 

22 

-0.26 

def 

none 

0.0 

885    745 

Wickes 

-77.6 

531/2- 

71/8 

83/8 

9.9 

82 

0.23 

36 

none 

0.0 

886    846 

Penn  Central 

-78.0 

7Vs- 

1 

lys 

24.1 

33 

-10.51 

def 

none 

0.0 

887    612 

Investors  Div  Svcs 

-78.0 

621/4- 

8 

81/8 

7.2 

59 

1.44 

6 

none 

0.0 

888    815 

Republic  Natl  Life 

-78.6 

221/2- 

2 

3 

9.4 

28 

tt 

— 

none 

0.0 

888    833 

Zayre 

-78.6 

471/4- 

21/2 

53/4 

4.9 

33 

0.01 

— 

none 

0.0 

890 

A  B  Dick 

-78.6*$ 

421/4- 

6 

7y8 

5.9 

45 

0.73 

10 

0.40 

5.2 

891    484 

Chicago  Rock  Island 

-79.8 

321/2- 

31/8 

378 

2.9 

9 

-14.27 

def 

none 

0.0 

892    812 

Phillips  industries 

-80.2 

27     - 

1% 

31/4 

4.8 

16 

-3.05 

def 

none 

0.0 

893    809 

Borman's 

-80.2 

131/8- 

I'/s 

21/8 

2.9 

6 

0.37 

6 

none 

0.0 

894    824 

Diversified  Inds 

-80.6 

141/2- 

iy8 

iy4 

6.2 

11 

-0.56 

def 

none 

0.0 

895    836 

Saxon  Industries 

-81.0 

29     - 

1% 

3% 

7.7 

30 

0.61 

6 

none 

0.0 

896    786 

Amer  Beef  Packers 

-81.3 

12     - 

% 

iy2 

1.9 

3 

-16.92 

def 

none 

0.0 

897    818 

[}  S  Industries 

-81.3 

283/8- 

2 

372 

31.4 

110 

-0.31 

def 

0.20 

5.7 

898    811 

Genesco 

-81.3 

393/4- 

2y8 

53/8 

12.5 

67 

-1.34 

def 

none 

0.0 

899    823 

Seatrain  Lines 

-83.6 

183/8- 

1 

2% 

13.7 

39 

-0.41 

def 

none 

0.0 

900    675 

Shop  Rite  Foods 

-83.6 

171/2- 

2 

21/4 

0.9 

2 

0.46 

5 

none 

0.0 

901    799 

Coastal  States  Gas 

-84.1 

563/4- 

35/8 

71/2 

18.6 

140 

2.43 

3 

none 

0.0 

902    813 

Pueblo  International 

-84.3 

181/4- 

21/4 

21/2 

4.5 

11 

-0.38 

def 

none 

0.0 

903    820 

Redman  Industries 

-84.3 

373/4. 

1V4 

278 

9.0 

19 

-0.85 

def 

none 

0.0 

904    822 

Intt  Basic  Economy 

-84.4 

125/8- 

IVs 

172 

4.1 

6 

-1.53 

def 

none 

0.0 

904    803 

Singer 

-84.4 

931/4- 

91/4 

1078 

16.5 

167 

-3.03 

def 

none 

0.0 

906 

Avis 

-85.5tt 

521/4- 

41/4 

7 

7.5 

52 

1.03 

7 

none 

0.0 

907    829 

Arlen  Realty  &  Dvpt 

-85.5$ 

243/4- 

1 

27* 

19.8 

45 

-2.91 

def 

none 

0.0 

908    828 

National  Homes 

-86.1 

383/8- 

VA 

378 

6.8 

21 

-2.39 

def 

none 

0.0 

909    806 

E  T  Barwick  Inds 

-86.3 

121/2- 

1 

1V4 

10.2 

13 

-1.09 

def 

none 

0.0 

910    819 

National  Kinney 

-86.4$ 

233/4- 

IVs 

274 

6.3 

14 

-2.38 

def 

none 

0.0 

911    821 

Bunker-Ramo 

-86.7 

513/4- 

3'/8 

4 

5.6 

23 

-0.67 

def 

none 

0.0 

912    827 

Intl  Foodservice 

-86.9 

245/8- 

1 

iy4 

3.8 

7 

-1.97 

def 

none 

0.0 

913    842 

F  &  M  Schaefer 

-88.4 

373/8- 

2 

31/8 

1.9 

6 

-0.46 

def 

none 

0.0 

914    844 

Cook  United 

-89.7 

321/4- 

178 

23/4 

4.7 

13 

-3.98 

def 

none 

0.0 

915    826 

Fedders 

-91.5 

50     - 

272 

374 

11.1 

36 

-2.01 

def 

none 

0.0 

916    845 

6  roller 

-93.8 

35     - 

% 

178 

5.8 

9 

-2.71 

def 

none 

0.0 

917    848 

American  Export  inds 

-94.4 

143/8- 

Vb 

Vb 

4.8 

3 

-1.96 

def 

none 

0.0 

918    740 

Penn  Fruit 

-95.1 

251/4- 

% 

% 

1.4 

1 

-265 

def 

none 

00 

919    831 

Oaylin 

-95.4 

27%- 

ys 

% 

5.9 

5 

-20.96 

def 

none 

0.0 

920    843 

W  T  Grant 

-97.9 

705/8- 

1 

1 

14.1 

14 

-19.06 

def 

none 

0.0 

S  i                  '.: 

Adolph  Coors 

355/8- 

231/4 

24% 

35.4 

881 

1.46 

17 

0.06 

0.2 

S*                S 

Walter  E  Heller  Intl 

45     - 

17 

24% 

11.1 

276 

2.56 

10 

0.84 

3.4 

t     ' 

Oiin  Corp 

303/4- 

13 

301/2 

11.8 

359 

4.90 

6 

1.32 

4.3 

:::  S                     ::■ 

^^^^m,     Olinkraft 

281/8- 

101/8 

27 

7.8 

210 

3.17 

9 

1.00 

3.7 

s*            « 

I^^^^B        Peayey 

18     - 

83/8 

153/4 

5.5 

87 

2.77 

6 

0.74 

47 

t     ' 

^H^^^^       Pennzoil 

39     - 

123/4 

191/2 

32.1 

626 

3.12 

6 

1.20 

6.2 

t     ' 

^^-            Southdown 

243/8- 

65/8 

9% 

3.3 

33 

057 

17 

none 

0.0 

*«                4 

Union  Bancotp 

17%- 

53/4 

83/8 

11.6 

97 

1.05 

8 

0.84 

10.0 

*s           s 

United  Gas  Pipe  Line 

14     - 

3 

14 

9.6 

135 

to  spin-oft  of  SI 

2.00 

ibsidiary. 

7 

0.72 

5.1 

'  Not  ranked  las 

:  year.                 Not  available;   not 

ranked           t  Recent  price  not  compara 

ble  with  historic  price  due 

tt  Not  ava 

liable. 

t  Four-year  price 

change.          tt  Three  year  price 

change,          def 
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■•■^ 

i_^;^. 

^ 

^ 

bZ^ 

y/i^ 


# 


The  action  doesrit 
beginimtilthe  quarterback 

callstheplay 


The  men  who  call  the  plays  are  the  men 
who  start  the  action.  In  boardrooms  just  as 
on  gridirons.  So  if  your  advertising  hasn't 
been  getting  the  yardage  you  want,  it  may 
not  be  reaching  the  executives  who  are  in 
charge  of  the  ballgame. 

In  Forbes  it  will.  Of  the  3,734  corpo- 
rate officer  responses  in  an  Erdos  85  Morgan 
survey  of  1,300  top  corporations,  79%  said 
they  read  at  least  three  out  of  four  issues  of 
Forbes  regularly.  More  than  Business  Week 
(61%)  or  Fortune  (507o)  or  Time  (49%)  or 
Newsweek  (30%)  or  U.S.  News  (28%). 

And  when  the  Opinion  Research  Cor- 


poration provided  a  special  tabulation  of 
their  latest  Executive  Caravan  Studies, 
including  the  July  1975  quarterly  wave,  the 
results  were  the  same.  More  officers  in  the 
headquarters  of  the  500  largest  industrial 
companies  read  Forbes  regularly  than  any 
other  magazine. 

In  fact,  after  three  quarters  of  1975, 
Forbes  is  the  only  magazine  of  those  listed 
above  that  has  scored  a  gain  in  advertising 
pages  over  the  same  period  in  1974. 

So  if  your  advertising  hasn't  been 
scoring  as  it  should,  try  FORBES.  We've 
helped  a  lot  of  businesses  reach  their  goal. 


FORBES:  CAPITALIST  TOOL 


elephone:  Part  II 

The  Justice  Department  wants 

to  break  up  A  T&T,  This  isnt 

the  first  time.  The  origins  of 

the  current  suit  go  back  to  the  New  Deal 

and  to  the  way  the  Government  settled 

its  first  antitrust  case  against  A  T&T  in  1956, 

By  John  Brooks 


he  Great  Depression  that  be- 
gan in  1930  was  compara- 
tively slow  to  strike  the  tele- 
phone industry,  for  reasons  that  are  not  without  their 
irony.  The  stock-market  crash  that  both  heralded  and 
served  to  begin  it  had  the  perverse  effect  of  bringing 
about  millions  of  telephone  calls,  local  and  long-distance, 
between  worried  or  desperate  stockholders  and  their  bro- 
kers. Beyond  that,  the  disruptions  of  family,  social,  and 
l)usiness  life  attendant  upon  suddenly  lost  jobs  and  sud- 
denly reduced  incomes,  or  even  bankruptcies,  undoubt- 
edly gave  rise  to  further  millions  of  calls.  For  a  brief 
time,  the  nation's  telephone  business  prospered  just  be- 
cause its  citizens  were  talking  to  each  other  about  the 
consequences  of  national  economic  disaster. 

At  the  end  of  1930,  Bell  telephones  in  service  were  at 
an  all-time  record  high  of  15,193,000,  having  achieved  a 
gain  of  268,000  for  the  year.  The  average  number  of  daily 
telephone  conversations  was  running  a  million  a  day  high- 
er than  in  1929.  AT&T's  record  number  of  stockholders— 
567,000,  up  almost  98,000  from  the  previous  year— were 
presumably  made  happy  by  the  company's  solid  earnings 
performance  of  $10.44,  enough  to  cover  the  nine-dollar 
dividend  and  substantially  fatten  up  the  corporate  surplus. 
The  Bell  System's  total  revenues  were  at  a  record  $1.1 
billion,  and  even  though  the  employee  count  was  down 
by  60,000  from  the  previous  year,  the  total  annual  pay- 
roll was  another  record. 

So  expansive  was  AT&T's  mood  in  1930  that  that  Oc- 
tober it  purchased  the  Teletype  Corporation,  whose  busi- 
ness of  transmitting  typed  messages  over  leased  wires 
was  clearly  telephone-related  and  the  following  year  in- 
augurated the  teletypewriter  exchange  system,  TWX,  that 
became  an  important  AT&T  service. 

This  adventitiously  rosy  state  of  affairs  could  not  last. 
A  time  had  to  come  when  many  of  the  citizens  who  were 
keeping  the  telephone  lines  humming  as  they  dealt  with  or 
discussed  their  money  problems  could  no  longer  afford  to 
have  telephones  at  all. 

It  came  soon  enough.  In  1931  the  total  of  Bell  tele- 
phones in  service  declined  by  292,000,  marking  the  first 
such  annual  decline  in  history.  AT&T's  net  earnings  for 
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the  year,  $9.05,  barely  covered  the  dividend. 

It  was  in  1932  that  the  pinch  really  began  to  be  felt. 
Bell  telephones  in  service  were  down  during  that  year 
by  1,650,000,  or  more  than  10  percent;  since  there  was 
a  comparable  reduction  of  independent  telephone  sub- 
scribers, this  meant  that  border  to  border  and  coast  to 
coast,  one  telephone  in  ten  was  disconnected  in  a  twelve- 
month period.  The  resulting  loss  of  revenue  from  the  op- 
erating companies  was  the  major  factor  in  reducing 
AT&T's  annual  earnings  to  $5.96  per  share,  the  lowest 
for  any  year  in  the  twentieth  century  up  to  then. 

But  the  particular  disaster  area  of  the  Bell  System  was 
Western  Electric.  It  suddenly  found  itself,  in  the  face  of 
a  rapid  decline  in  demand,  with  little  to  do.  With  the 
Bell  System  making  virtually  no  additions  to  its  plant. 
Western  Electric  in  1932  sustained  a  net  loss  of  $12.6 
million,  and  of  course,  paid  no  dividend  to  its  owner, 
AT&T;  in  1933,  an  even  worse  year,  it  lost  $13.8  million 
as  sales  fell  to  $70  million— hardly  more  than  one-si.\th 
of  its  1929  sales  of  $411  million. 

At  the  lowest  point.  Western  Electric  had  laid  off  al- 
most 80  percent  of  its  work  force;  President  Walter  Gif- 
ford  said  later  that  but  for  the  continuing  job  of  con- 
verting telephones  from  manual  to  dial  operation,  the 
figure  would  have  been  nearer  to  98  percent. 

Soon  AT&T  directors  and  top  executives  were  facing 
their  most  crucial  and  controversial  decision  of  the  De- 
pression years— whether  or  not  to  continue  to  pay  the 
nine-dollar-a-share  annual  dividend  in  years  when  earn- 
ings were  not  sufficient  to  cover  it  and  it  would  there- 
fore have  to  be  paid  out  of  surplus.  The  first  such  year 
was  1932,  when  net  earnings  amounted  to  $5.96;  the 
nine-dollar  dividend  was  held,  $3.04  of  it  coming  from 
previously  earned  surplus.  The  second  was  1933,  when 
earnings  were  down  to  $5.38;  the  nine-dollar  dividend 
was  paid  again,  at  a  cost  of  $3.52  per  share  to  surplus. 
The  third  was  1934;  net  earnings  $5.96  per  share,  divi- 
dend again  nine  dollars.  In  1935,  earnings  edged  up  to 
$7.11;  the  dividend  held  at  nine  dollars. 

By  this  time,  the  surplus  had  been  dangerously  re- 
duced: $141  million  was  gone  from  the  $234  million  that 
had  been  in  the  till  at  the  end  of  1931,  and  it  would 
take  only  about  five  more  such  years  to  leave  it  bare. 
Such  a  disastrous  state  of  affairs  was  not  to  come  about, 
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since  in  1936  the  dividend  was  again  earned,  and  in  ev- 
ery succeeding  year  it  was  earned  or  nearly  earned;  but 
the  crisis  had  not  been  surmounted  without  a  good  deal 
of  hair-raising  suspense,  and  the  annual  nine-doUar-a- 
share  payment,  which  AT&T  regarded  as  a  moral  obli- 
gation to  maintain,  had  not 
been  maintained  without  furi- 
ous controversy. 

The  policy  was  as  unpopu- 
lar with  labor  as  it  was  pop- 
ular with  stockholders.  AT&T 
had  held  its  dividend  level 
while  reducing  its  payroll  by 
some  20  percent;  to  labor  rep- 
resentatives and  their  sympa- 
thizers, that  meant  on  its  face 
the  company  had  continued  to 
let  the  entire  brunt  of  the  De- 
pression fall  on  labor  and  none 
on  capital.  Critics  pointed  out 
that  a  reduction  of  one  dol- 
lar in  the  AT&T  dividend 
would  have  saved  the  compa- 
ny about  $18,662,000  a  year 
—enough  to  have  paid  about 
eighteen  thousand  of  the  em- 
loyees  who  had  been  laid  off. 

There  was  something  to  the 
argument.  To  the  95  percent 
of    stockholders    who    owned 

less  than  one  hundred  shares      

each,  the  dividend  reduction  would  have  meant  only  an 
insubstantial  decrease  in  income,  while  to  the  eighteen 
th  )usand  laid-off  employees  who  might  have  been  re- 
tained, the  difference  was  between  a  job  and  no  job. 

However,  the  answers  to  the  argument,  if  cold,  are  per- 
suasive. What  with  drastically  reduced  demand  for  tele- 
phone service— with  long-distance  calls  in  1933  running 
at  thirty  million  a  year  instead  of  the  fifty  million  of 
1930— those  eighteen  thousand  employees  (most  of  whom 
had  been  switchboard  operators)  were  simply  not  need- 
ed; to  have  cut  the  dividend  in  order  to  retain  them 
would  have  been  to  set  up  a  sort  of  free-enterprise  leaf- 
raking  program.  In  a  larger  sense,  the  maintained  dividend 
prepared  the  way  for  the  future.  By  keeping  faith  with 
its  stockholders  in  bad  times,  AT&T  assured  their  loyalty 
in  better  times  to  come,  and  that  loyalty,  in  the  form  of 
new  investment,  would  translate  into  more  and  better 
telephone  service. 

A  dilemma  of  the  mixed  economy,  then,  had  been  re- 
solved in  the  manner  that,  given  the  traditions  of  Ameri- 
can social  thought  and  in  particular  of  AT&T  manage- 
ment thought,  was  what  might  have  been  expected.  It 
was  also  a  manner— whatever  else  might  be  said  about 
it— that  led  directly  to  the  rise  in  the  total  of  AT&T 
stockholders,  in  the  years  after  World  War  II,  to  the  pre- 
viously unthinkable  figure  of  three  million. 

The  year  1933  saw  a  turnaround  in  the  telephone  busi- 
ness. Having  lost  715,000  telephones  in  service  during 
the  first  eight  months  of  the  year,  AT&T  gained  back 
85,000  in  the  last  four  months,  and  in  1934  and  1935 
gained  back  an  additional  298,000  and  466,500,  respec- 
tively. By  the  end  of  1937,  Bell  phones  in  service  stood 


In  1926  Don  Juan  became  the  first  film  to 
use  the  AT&T  equipment  that  made  "talkies" 
possible.  A  star-struck  Ma  Bell  soon  went 
headlong  into  the  motion  picture  business. 


thus  at  an  all-time  high.  Except  for  a  small  temporary 
profit  decrease  in  the  recession  and  hurricane  year  of 
1938,  the  Depression  was  over  for  AT&T.  But  its  con- 
sequences were  not. 

Bitterness  remained  in  liberal  and  labor  quarters  about 

such  matters  as  the  maintained 
dividend  during  a  period  of 
labor-force  reductions  and  the 
monopolistic  implications  of 
AT&T's  ownership  of  its  sup- 
plier. Western  Electric;  and 
this  critical  attitude  was  re- 
flected in  large-scale  govern- 
ment action. 

The  Communications  Act  of 
1934,  an  early  New  Deal 
measure,  had  created  a  new 
Federal  Communications  Com- 
mission to  replace  the  Inter- 
state Commerce  Commission 
as  the  federal  agency  with  ju- 
risdiction over  telephones.  Far 
from  being  a  mere  bureau- 
cratic reshuffling,  the  change 
had  the  substantive  effect  of 
replacing  a  relatively  somno- 
lent old  regulatory  body  more 
interested  in  railroads  than  in 
telephones  with  a  new  one 
more  interested  in  telephones 

■ than  anything  else;  indeed,  it 

marked  the  beginning  of  serious  federal  regulation  and 
supervision  in  the  communications  field. 

The  new  FCC,  like  most  New  Deal  agencies,  was  large- 
ly staffed  with  reformers  eager  to  expose  and  correct  the 
misdeeds  of  corporate  institutions  and  executives.  The 
chairman  of  its  telephone  division,  Paul  Atlee  Walker, 
was  an  Oklahoma  lawyer  of  Quaker  ancestry  who  had  a 
Quaker  single-mindedness  and  idealism.  He  was  to  be 
the  greatest  federal  thorn  in  AT&T's  side  since  Post- 
master Burleson. 

In  November  1934,  as  virtually  its  first  action,  the  FCC 
began  an  investigation  of  all  telephone  companies.  The 
following  March,  Congress  through  a  joint  resolution  zeroed 
in  on  AT&T,  ordering  the  FCC  to  conduct  a  specific  and 
full-scale  investigation  of  it,  and  appropriating  an  initial 
$750,000  for  the  project.  Gifford  said  in  the  1935  AT&T 
Annual  Report,  "Every  effort  is  being  made  to  facilitate 
the  progress  of  the  present  investigation  in  order  that  it 
may  be  completed  as  promptly  as  possible."  In  a  pub- 
lic statement  he  said,  "  We  welcome  the  investigation; 
there  are  no  skeletons  in  our  closet." 

And  indeed— whether  because  of  AT&T's  cooperation 
or  because  the  FCC  had  subpoena  power  and  no  reluc- 
tance to  exercise  it— nothing  was  hidden.  The  investigation, 
which  continued  vmtil  1938,  employed  the  services  of  over 
three  hundred  staff  researchers,  ultimately  cost  the  gov- 
ernment nearly  $2  milUon  and  AT&T  $1.5  million,  and 
resulted  in  what  was  later  described  by  one  of  the  key  in- 
vestigators as  "probably  the  most  complete  [record  of] 
factual  information  on  the  operations  of  an  important 
American  business  enterprise  in  existence." 

It  went  back  to  the  beginnings  of  the  telephone  busi- 


at   15,332,000,  just  above  the  record  set  in   1930,   and      ness  in  1876,  and  ranged  laterally  across  the  Bell  System's 
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operations  through  corporate  structure, 
research  and  technology,  inventions  and 
patents,  management  pohcies,  financial 
figures,  labor  policies,  relations  with  in- 
dependent telephone  companies,  ventures 
outside  telephony,  and  public  relations. 

AT&T  cooperated  uncomplainingly 
with  the  investigation  in  the  matter  of 
turning  over  documents  from  its  files.  Its 
criticism  of  the  investigation— which  be- 
gan in  1936,  and  became  increasingly  strident  thereafter- 
centered  on  the  fact  that  the  FCC  declined  to  allow  the 
company  to  bring  its  own  witnesses  or  to  cross-examine 
the  witnesses  called  by  the  FCC. 

The  (juestioning  by  FCC  counsel  had  an  unmistakably 
l)adgering  tone,  and  included  what  appeared  to  be  a 
few  deliberate  traps  to  catch  the  witness;  but  GiflFord— 
who  arrived  to  testifv  with  what  was  described  as  an 
Alice  in  Wonderland  look— kept  his  temper  and  answered 
all  questions  with  equanimity,  if  not  good  humor.  "So 
far,  the  investigation  has  been  one-sided,"  he  permitted 
himself  to  comrnent  in  the  1936  Annual  Report. 

The  investigation  dragged  on  through  the  following 
year.  Finally,  on  April  1,  1938,  Commissioner  Walker 
made  public  a  "Proposed  Report."  This  document— the 
conclusions  of  which  were  largely  Walker's  work,  and 
were  not  subscribed  to  by  other  members  of  the  FCC- 
was  a  free-swinging  and  broad-based  attack  on  AT&T's 
ways  of  conducting  its  business,  with  particular  empha- 
sis on  the  operations  of  Western  Electric. 

In  spite  of  the  agreed-upon  fact  that  Western  Electric 
had  been  able  to  show  that  the  prices  it  charged  Bell 
operating  companies  were  generally  well  below  those 
charged  by  independent  manufacturers.  Walker  contend- 
ed that  Western,  through  overcharges  of  various  sorts, 
had  been  inflating  the  rate  base  from  which  telephone 
rates  were  derived,  thereby  bringing  about  unwarranted 
extra  costs  to  telephone  subscribers  of  about  $51  million 
per  year.  He  further  contended  that  Western  could  cut 
its  prices  by  about  37  percent  and  still  earn  6  percent 
on  its  investment. 

As  solutions.  Walker  proposed  direct  regulation  of  West- 
ern Electric's  prices,  and  legislation  that  would  require 
AT&T  to  buy  equipment  through  competitive  bidding  be- 
tween Western  and  other  manufacturers. 

That  fall,  AT&T  replied  with  a  "Brief  on  the  Proposed 
Report"  of  the  FCC,  in  which  it  attempted  to  refute 
Walker  point  by  point,  and  stated— as  Gifford  summa- 
rized it  in  the  1938  Annual  Report— "that  the  ex  parte 
proceedings  held  under  the  investigation  were  unfair  and 
incapable  of  producing  reliable  conclusions,  and  that  the 
'Proposed  Report'  was  incorrect,  incomplete,  and  con- 
tained unsound  recommendations." 

On  the  matter  of  Western  Electric's  rates,  the  brief 
contended  that  "the  arrangements  with  Western  Electric 
ha\  e  enabled  the  Bell  companies  to  obtain  standardized 
apparatus  of  high  quality  at  reasonable  prices  and  have 
worked  to  the  public  advantage,"  and  that  insistence  on 
competitive  bidding  for  equipment  was— given  the  nature 
of  the  Bell  System— "to  dodge  the  realities." 

The  FCC  met  in  June  1939  and  approved  a  substi- 
tute for  the  Walker  Report— a  "Report  on  the  Investiga- 
tion of  the  Telephone  Industry  in  the  United  States" 
which,   while   retaining    most   of   the    factual    data    from 


the  "Proposed  Report,"  was  much  milder  in  tone  and 
comment  and,  in  particular,  drastically  softened  Walker's 
recommendations  as  to  future  regulation  of  Western 
Electric. 

The  final  FCC  report,  issued  two  and  a  half  months 
before  the  outbreak  of  World  War  II,  was  largely  ignored 
in  the  press  of  more  dramatic  events.  But  the  investiga- 
tion had  had  its  impact,  not  to  be  forgotten.  As  Vice- 
President   Page   wrote    in    1941,    "The    investigation    did 


Radio  too  caught  Ma  Bell's 
fancy  in  the  palmy  1920s. 
Broadcast  studios  were  set  up 
at  New  York  headquarters. 
AT&T  competed  hard  but 
left  the  business  in  1926, 
concluding  that  "a  broad- 
casting station  was  quite 
different  from  a  telephone 
system."  AT&T  didn't  quit 
movies  until  the  mid-1930s. 


tend  to  emphasize  some  questions  concerning  the  success 
of  regulation  of  the  telephone  industry  and  the  scope 
and  direction  of  regulatory  activity  in  the  future."  More 
than  that,  it  drew  clearly  the  new,  post-Kingsbury  lines  in 
the  continuing  battle  over  AT&T  as  a  monopoly:  the 
battle  between  ideology  and  practice.  In  the  postwar  years 
the  battle  would  be  joined  again. 

(jT'^e  Bell  System  came  out  of  the  war  in  1945 
^^  much  as  the  rest  of  the  nation  did— understandably 
proud  of  its  accomplishment,  but  much  the  worse  for 
wear.  Its  plant,  so  long  overloaded,  was  near  the  breaking 
point;  its  war-restrained  rates  were  unreaHstically  low;  its 
appeal  to  investors  was  so  low  as  to  make  its  prospects 
fornew  capital  to  finance  recovery  precarious. 

The  first  postwar  surprise  was  that  the  advent  of  peace 
brought  not  less  demand  for  telephone  service  but  more. 
Long-distance  calls  for  the  year— the  last  four  months  of 
which  were  the  first  months  of  the  postwar  period— were 
up  to  11.6  percent  over  1944.  The  logical  explanation 
seemed  to  be  that  reconversion  in  its  early  stages  called 
for  even  more  communicating  than  fighting  a  war  had, 
and  that  the  new  upsurge  was  therefore  temporary. 

But  when  the  increase  carried  over,  with  a  vengeance. 
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into  the  following  year— seven  billion  more  telephone  calls  of  all  kinds  in  the 
United  States  in  1946  than  in  1945— it  became  clear  that  some  other  ex- 
planation was  needed. 

Rising  population,  increasing  general  affluence,  the  habit  of  telephoning 
acquired  in  wartime,  the  sudden  availability  of  new  telephones  all  com- 
bined, doubtless  with  other  factors  more  metaphysical  and  less  identifiable, 
to  create  a  whole  new  situation:  it  became  evident  that  in  the  post-war 
world,  telephone  use  was  going  to  go  on  increasing  indefinitely,  with  the 
sky— literally,  with  the  coming  of  communication  satellites— the  limit. 

By  the  end  of  1948,  as  the  AT&T  financial  situation  made  abundantly 
clear,  the  rate  increases  granted  since  1946  were  not  enough. 

The  company,  in  GiflFord's  last  years  as  its  president,  seemed  to  be 
heading  for  the  financial  shoals  because  of  lack  of  energy,  or  skill,  or  both 
in  the  unlovable  but  necessary  art  of  persuading  regulators  to  allow  it  to 
charge  more  for  telephone  service. 

GifiFord  had  never  had  any  particular  talent  for  the  taxing  political 
battles  involved  in  rate- getting— nor,  during  most  of  his  long  presidency, 
had  he  needed  it. 

Apart  from  that,  Gifford,  in  truth,  had  probably  served  as  president  too 
long.  He  had  reached  his  peak  as  a  business  statesman  early  in  his  presi- 


Long-distance  TV 

transmission  was  one 
of  Bell  Labs'  great 
accomplishments  in 
the  Twenties.  It  gave 
the  first  public  U.S. 
showing  in  1927. 
In  1929  the  Labs 
crowned  the  achieve- 
ment by  staging  the 
first  American  pub- 
lic demonstration  of 
color  television. 
Commercial  TV  was 
delayed  first  by  de- 
pression, then  by  war. 


dential  term,  with  his  Dallas  speech  in  1927;  he  had  kept  his  head  and 
his  temper  through  the  bad  times  and  the  FCC  investigation  of  the 
1930s;  and  he  had  guided  the  company  well  through  the  wartime  years 
with  all  their  problems,  one  of  which,  for  Gifford,  had  been  the  death 
in  combat  of  his  son,  Walter  Gifford,  Jr. 

Now  in  the  postwar  years,  as  his  term  in  office  approached  the  quar- 
ter-century mark,  he  showed  signs  of  relaxing  and  turning  over  more  and 
more  authority  to  his  deputy,  Vice-President  Cooper. 

But  Gifford  had  one  more  decision  to  make,  and  one  of  his  most  im- 
portant 6ver.  In  keeping  with  long-established  company  tradition,  a  retiring 
president  of  AT&T  had  the  ultimate  responsibility— after  consultation  with 
his  colleagues,  and  of  course  subject  to  ratification  by  the  board  of  di- 
rectors—of choosing  his  successor. 

In  February  1948,  Leroy  Wilson  was  named  president.  Gifford  moved 
up  to  the  chiefly  advisory  post  of  chairman  of  the  board.  ( In  1950  he  would 
begin  a  three-year  term  as  U.S.  ambassador  to  Great  Britain,  during  which 
he  would  enjoy  good  relations  with  Winston  Churchill's  government. ) 

Wilson  'assumed  office  facing  not  only  a  labyrinthine  financial  problem 
but  also  a  situation  almost  entirely  new  to  AT&T— a  staff  that  had  been 
seriously  disrupted  by  competition  for  office.  His  presidency  would  be  brief 
and  stormy,  and  the  scars  from  it  would  last  a  long  time. 

Moreover,  always  having  been  a  staff  man,  he  came  to  the  office  dras- 
tically short  of  experience  in  running  an  organization;  as  revenue  vice-presi- 
dent, for  example,  he  had  been  directly  in  charge  of  only  seven  people.  But 


vV^ 


^^ 


FORBES,  JANUARY   1,    1976 


211 


he  had  been  chosen  essentially  to  do 
one  job-to  take  off  the  gloves  in  the 
battle  for  higher  rates— and  that  was  the 
job  he  would  do. 

There  is  a  maxim  in  AT&T  staff  circles 
that  "God  takes  care  of  the  Bell  System," 
miraculously  thrusting  to  the  top  the 
right  man  at  the  right  time.  But  in  this 
case,  on  consideration,  the  credit  should 
probably  go  not  to  God  but  to  Gifford. 
The  change  from  Gifford  to  Wilson  provided  the  first 
evidence  of  to  what  an  extent  the  character  of  the  largest 
corporation  in  the  world  could  now  be  changed  almost 
overnight  in  reflection  of  the  character  of  its  chief  execu- 
tive. The  change  was,  interestingly  enough,  invisible  to 
AT&T  stockholders,  who  continued  to  receive  the  same 
dividend  and  the  same  stream  of  demure  and  solid-seeming 
company  publications,  their  tone  only  subtly  changed.  But 
to  Bell  System  executives  and  telephone  regulatory  bodies, 
it  was  neither  invisible  nor  obscure. 

What  had  been  a  gentlemanly,  slow-moving,  tradition- 
conscious,  seniority-worshiping  concern— a  "genial  old  mo- 


Ma  Bell  faced  a  1949  antitrust  suit  after  an  FCC  inves- 
tigation pushed  by  Commissioner  P.A.  Walker  (right), 
whose   zealous   staff   badgered   AT&T   President   Gifford. 


nopoly,"  as  the  writer  Geoffrey  T.  Hellman  had  called  it,  to 
the  rage  of  some  of  its  officials— became  a  driving,  aggres- 
sive one  full  of  people  in  fear  for  their  jobs.  Intolerant 
of  staidness  and  time-serving,  Wilson  emphasized  account- 
ability; on  staff  or  line,  executives  were  required  to  per- 
form or  get  out.  Heads  rolled— particularly  in  operating 
companies  that,  as  Wilson  judged  the  matter,  dragged  their 
feet  about  undertaking  the  unpleasant  and  politically  risky 
task  of  tackling  their  regulatory  agencies  for  rate  increases. 

The  whole  System's  predilection  for  seniority,  and  its 
concomitant  skeptical  attitude  toward  youth,  was  turned 
around:  Wilson  was  looking  for  the  person  who  could  per- 
form, regardless  of  age  or  seniority.  Largely  as  a  result  of 
these  policies,  he  was  to  be  remembered  as  ^hp  T<-<:><t  hated 
president  in  AT&T  history. 

However,  even  those  who  hated  Wilson  had  lo  give  hiin 
credit.  His  ruthlessness  was,  in  the  context  of  \vh  >'  1     '  • 


be  done,  an  unpleasant  necessity.  He  had  Vail's  ability  to 
quickly  identify  a  problem  and  then  quickly  redeploy  a 
\'ast  and  unwieldv  organization  to  handle  it. 

Moreover,  his  bluntness  sometimes  was  for  its  victim's 
benefit.  Ed  ("Boom  Boom")  Clarke,  a  loud-talking,  bril- 
liant, somewhat  bumptious  and  carelessly  dressed  execu- 
tive of  Pennsylvania  Bell,  was  passed  over  for  the  presi- 
dency of  that  company  during  Wilson's  term,  and  came 
to  Wilson  to  complain.  Wilson  unhesitatingly  replied  that 
the  trouble  was  thht  Clarke  looked  and  acted  too  much 
like  a  tramp  to  be  a  Bell  company  president.  Clarke  modu- 
lated his  voice  and  bought  six  new  suits  and  an  opera 
subscription  and  went  on  to  become  president  of  South- 
western Bell,  and  a  first-rate  one. 

(j\J^'A%o\i  had  been  in  office  less  than  a  year  when,  on 
^^  January  14,  1949,  the  Justice  Department  filed  suit 
in  the  U.S.  District  Court  of  Newark,  New  Jersey,  under 
the  Sherman  Antitrust  Act,  charging  that  "the  absence  of 
effective  competition  has  tended  to  defeat  effective  pub- 
lic regulation  of  rates  charged  subscribers  for  telephone 
service,  since  the  higher  the  price  charged  by  Western 
Electric  for  telephone  appa- 
ratus and  equipment,  the 
higher  the  plant  investment 
on  which  the  operating  com- 
panies are  entitled  to  earn  a 
reasonable  return";  and  ask- 
ing, among  other  things, 
nothing  less  than  that  West- 
ern, by  court  decree,  be  di- 
vorced entirely  from  AT&T 
and  split  into  three  separate 
companies  that  would  then 
compete  with  other  manu- 
facturers for  Bell  System 
business. 

The  suit  had  been  a  long 
time  coming;  in  fact,  it  had 
arisen  directly  out  of  the 
FCC  investigation  of  the 
1930s. 

Holmes  Baldridge,  an  as- 
tute Oklahoma  lawyer  who 
had  served  as  Commissioner 
Walker's  principal  attorney  in  ^^^^^^"■~~~''~~^^^" 
that  investigation,  had  gone  on  to  join  the  justice  Depart- 
ment's antitrust  division  as  chief  of  its  general  litigation 
section.  In  that  job  he  had  continued  to  maintaui  the  posi- 
tion, held  bv  Walker  and  a  minority  of  his  colleagues  in 
1939,  that  the  public  would  be  better  served  if  AT&T 
and  Western  Electric  were  legally  split  apart. 

In  1947  and  1948— years,  ironically  enough,  when  Bell 
companies'  rate-getting  activities  were  so  ineffectual  as 
to  be  instrumental  in  bringing  about  a  Svstem-wide  fi- 
nancial crisis— regulatory  authorities  from  two  states,  Ten- 
nessee and  Minnesota,  came  to  Baldridge  to  complain 
that  their  rate-setting  powers  were  hobbled  b^'  (ln-ir  in- 
ability to  determine  whether  Western's  equipment  charges 
were  fair.  On  the  basis  of  these  complaints,  Baldridge  de- 
cided that  the  time  had  come  to  strike.  It  was  chielK 
on  his  initiative  that  Attorney  General  Tom  Clark  was 
p,  -        '    '    (,,   \^■^^^   fli(.   far-reaching  and   historic   step   (»l 


Founder  Sothenes  Behn 
chose  ITT's  name  to  cause 
confusion      with      AT&T. 
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suing  to  break  up  the  Bell  System. 

It  was  not  until  August  1951  that  the  government  got  around  to  asking 
AT&T  to  produce  documents  on  subjects  covered  in  the  suit's  allegations; 
then,  after  another  year,  came  the  1952  presidential  campaign  and  the 
prospect  of  a  change  of  administration  in  Washington.  Apart  from  contin- 
uing government  study  of  the  mountains  of  paper  that  AT&T  had  sub- 
mitted, the  case  remained  at  a  standstill  through  the  1952  campaign,  the 
election  of  Dwight  D.  Eisenhower  as  president,  and  the  interregnum  period 
before  the  new  Republican  administration  assumed  power  the  following 
January. 

Thus  a  Republican  government  inherited  a  suit  that  had  been  initiated 
by  Democrats  holding  a  diflFerent  philosophy  of  government  as  regards 
many  matters,  including  the  enforcement  of  the  antitrust  laws.  But  AT&T 
had  by  no  means  heard  the  last  of  the  matter. 

Meanwhile— inadvertently,  it  would  appear— the  Democratic  government 
had  given  AT&T  a  hostage. 

In  September  1945,  the  month  after  the  atomic  bombing  of  Hiroshima 
and  Nagasaki,  General  Leslie  R.  Groves,  head  of  the  nation's  atomic  pro- 
gram, had  ordered  the  construction  at  Sandia  Base,  an  airfield  near  Albu- 
querque, New  Mexico,  of  a  laboratory  for  the  design  and  production  of  a 
national  atomic  bomb  stockpile. 

The  new  facility  was  to  be  a  branch  of  the  Los  Alamos  Scientific  Lab- 
oratory, some  sixty  miles 
to  the  north,  where  the 
first  atomic  bombs  had 
been  developed;  like  Los 
Alamos,  Sandia  was  to  be 
operated  by  the  Univer- 
sity of  California.  In  1946 
scientists  and  technicians 
from  Los  Alamos  began 
moving  into  Sandia  Labo- 
ratory, and  by  1948  its  ac- 
tivities were  far  enough 
advanced  so  that  its  pay- 
roll amounted  to  one 
thousand  persons.  Tanks 
and  war  dogs  had  been 
brought  in  for  protection 
of  its  security,  and,  as 
Sandia's  historian  would 
write  later,  "the  amount  of 
design  work  .  .  .  was  pro- 
digious." 

In  other  respects  prog- 
^^^^^  ress  at  Sandia  was  less  than 

satisfactory.  For  one  reason  or  another— according  to  some  accounts,  a  ma- 
jor reason  was  backbiting  and  competition  among  the  scientists  who  staffed 
the  project— few  bombs  were  being  turned  out,  and  this,  in  a  time  when  the 
Cold  War  was  becoming  a  fact  of  Ufe,  was  looked  upon  by  military  author- 
ities in  Washington  as  downright  dangerous. 

Then  on  December  31,  1948,  the  University  of  California  informed  the 
Atomic  Energy  Commission,  which  had  taken  over  control  of  all  U.S. 
atomic  activities  in  1947,  that  it  wished  to  divest  itself  of  the  Sandia 
operation  by  July  1,  1949,  on  grounds  that  production  and  stockpiling  of 
weapons  were  inappropriate  activities  for  a  university. 

There  followed  an  urgent  search  by  the  Atomic  Energy  Commission  for 
a  new  contractor  to  take  over  Sandia— urgent  because,  as  AEC  Chairman 
David  E.  Lilienthal  wrote  later,  on  assuming  office  the  previous  year  he  had 
found  to  his  "shock"  that  "the  substantial  stockpile  of  atom  bombs  that 
we  and  the  top  military  assumed  was  there,  in  readiness,  did  not  exist." 
Lilienthal— formerly  of  the  Tennessee  Valley  Authority  and  the  Wisconsin 
Public  Service  Commission— now  had  what  he  called  a  "hunch"  that  the 


Though  he  may  have  been  AT&T's  least  popu- 
lar president,  Leroy  Wilson's  toughness  helped 
Ma  Bell  win  desperately  needed  rate  increases. 
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organization  with  the  capabihties  in  re- 
search, industrial  techniques,  and  opera- 
tion to  take  over  Sandia  already  existed, 
and  that  that  organization  was  the  Bell 
System. 

Accordingly,  in  the  spring  of  1949  the 
Washington  authorities  got  in  touch  with 
•"^^j^^^^^  Dr.  Buckley,  president  of  Bell  Labs. 
Buckley  replied  flatly  that  the  Labs 
could  not  consider  taking  over  Sandia 
because  internal  policy  restricted  the  Labs'  commitment 
of  their  resources  to  defense  work  to  15  percent  of  to- 
tal budget. 

The  AEC  persisted,  and— at  the  suggestion  of  Dr.  Mervin 
J.  Kelly,  then  executive  vice-president  of  Bell  Labs  and 
later  president— a  compromise  proposal  was  worked  out: 
could  the  Bell  System  consider  taking  over  merely  the  man- 
agement of  Sandia,  leaving  the  Los  Alamos  laboratory  to 
continue  doing  the  technical  and  scientific  work?  Under 
such  a  scheme,  Sandia  would  have  the  benefit  of  the  Bell 
System's  skill  at  industrial  production  to  straighten  out 
Sandia's  organizational  problems,  and  at  the  same  time, 
since  the  Bell  financial  commitment  would  be  small,  the 
15  percent  problem  would  be  avoided. 

Ill  the  subsequent  negotiations,  government  and  cor- 
poration played  a  game  of  cat  and  mouse.  Wilson  for 
AT&T  insistently  linked  a  Sandia  commitment  to  the  pend- 
ing antitrust  case.  On  May  13,  President  Truman,  acting 
on  the  advice  of  Lilienthal, 
wrote  Wilson  formally  asking 
the  Bell  System  to  take  over 
the  direction  of  Sandia  and 
thereby  "render  an  exception- 
al service  in  the  national  in- 
terest." Wilson  replied  four 
days  later  asking  for  time  to 
consider  the  matter.  On 
May  30— Memorial  Day— Li- 
lienthal met  with  Wilson. 

Wilson,  as  Lilienthal  re- 
called later,  said  that  while 
his  company  "did  not  relish 
another  great  load  such  as 
this,"  nevertheless  the  Bell 
System  would  accept  the  as- 
signment "as  in  the  national 
interest."  But  Wilson  said  more.  In  Lilienthal's  paraphrase: 
"I  must  tell  you,  he  said,  that  a  few  months  ago  the 
government  .  .  .  filed  a  suit  under  the  Sherman  Antitrust 
Act  to  sever  Western  Electric  from  the  Bell  System,  as 
well  as  to  split  up  Western  Electric  into  several  parts. 
What  the  government  asks  in  this  lawsuit,  Mr.  Wilson 
indicated,  is  that  the  courts  break  up  and  disolve  the 
\ery  organizational  unity  and  size  you  say  this  vital  se- 
curity job  requires." 

As  if  that  were  not  clear  enough,  Wilson  wrote  Lilienthal 
on  July  1,  informally  accepting  the  Sandia  assignment 
on  behalf  of  Western  Electric  and  Bell  Labs:  "We  are 
concerned  by  the  fact  that  the  antitrust  suit .  .  .  seeks  to 
terminate  the  very  same  Western  Electric-Bell  Labora- 
tories-Bell System  relationship  which  gives  our  organiza- 
tion the  unique  qualifications  to  which  you  refer.  If  West- 
ern Electric  should  enter  into  a  contract  to  operate  the 
Sandia  Laboratory,  that  company  and  the  Bell  Laboratories 


would  indeed  work  as  one  .  .  .  and  the  effectiveness  of  their 
work  would  depend  .  .  .  upon  their  close  connection  as 
units." 

By  clear  implication,  if  the  government  suit  against  Bell 
should  succeed,  the  effectiveness  of  the  Bell  project  for  the 
government  would  be  impaired.  Lilienthal's  answer  to  Wil- 
son, by  including  no  mention  of  Wilson's  comments  on  the 
antitrust  suit,  implied,  in  turn,  that  the  government- or  at 
least  the  Atomic  Energy  Commission— accepted  the  point. 

The  Sandia  Corporation  was  formed  in  September  1949 
as  a  fully-owned  subsidiary  of  Western  Electric,  "to  en- 
gage in  any  kind  of  research  and  development,  and  any 
kind  of  manufacturing  production  and  procurement  to  the 
extent  that  may  lawfully  be  done."  Since  the  basis  was  to 
be  cost  and  no  fee,  AT&T  would  profit  not  at  all.  On 
November  1— by  which  time  the  first  successful  Russian 
atom-bomb  test  had  given  the  project  added  urgency— San- 
dia Corporation  took  over  operation  of  Sandia  Laboratory. 

The  efi^ect  of  the  new  management,  consisting  of  about 
fifty  Bell  System  people  detached  from  their  regular  jobs, 
was  astonishingly  quick  to  be  seen.  On  November  17  an 
AEC  field  director  told  the  Associated  Press  that  "Sandia 
Laboratories  are  no  longer  experimenting  with  atomic 
weapons,  they  are  producing  them." 

By  1952  the  state  of  the  stockpiles  was  such  that  the 
emphasis  was  shifted  back  from  production  to  design. 

As  of  the  mid-1970s,  Western  Electric  was  still  operat- 
ing Sandia  for  the  AEC,  with  a  management  cadre  re- 
duced from  the  original  fifty 
to  about  twenty,  and  with  a 
changed  mission  that  em- 
braced "the  whole  range  of 


Two  key  men  cool  to  the  an- 
titrust suit  were  AEC  boss 
Lilienthal  (right),  because 
AT&T  was  managing  U.S. 
A-bomb  output,  and  new 
Attorney   General    Browned. 


nuclear  weapons  sytem  con- 
ception, design,  and  develop- 
ment, excluding  only  the  nu- 
clear explosive  package." 

Some  questions  remained,  and  still  remain.  Sclf-evidcnt- 
ly,  the  Bell  System  has  made  no  profit  on  Sandia  and  was 
reluctant  to  take  it  on.  Did  the  System,  then,  assume  the 
heavy  responsibility  truly  in  the  national  interest,  or  as  a 
lever  in  the  antitrust  suit?  It  may  reasonably  be  assumed 
that  both  motives  were  factors.  A  more  delicate  and  per- 
haps more  important  question  is,  what  was  a  telecom- 
munications company,  any  more  than  a  university,  doing 
running  a  bomb  factory? 

That  AT&T  is  sensitive  on  the  subject  is  suggested  by 
the  fact  that  it  makes  little  of  the  operation  in  its  public 
utterances  and  releases.  In  a  time  of  widespread  antiwar 
militancy,  and  in  view  of  AT&T's  prior  commitment  to  stick 
to  communications,  this  attitude  is  not  hard  to  understand. 
The  AEC-AT&T  association  typifies  the  iniuh-hated  "nuli- 
tary-industrial  complex,"  working  at  a  liigh  degree  of  har- 
mony and  efficiency  to  what  few  Americans  can  doubt  was, 
at  least  in  the  early  Cold  War  days,  a  worthwhile  end. 
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die portrayed  teen- 
age love  for  phones. 


w-n  mid-1950  Wilson's  doctors  diagnosed  leu- 
e5^  kemia  and  told  him  that  he  had  a  year  to  Uve. 
On  June  28,  1951,  Wilson  died  and  the  following 
week,  Cleo  Craig  was  formally  elected  president. 

Craig  was  a  delegator  who  liked  to  give  people 
their  heads.  Somewhat  introverted,  a  master  of  fig- 
ures, something  of  an  intellectual  as  business  execu- 
tives go,  he  was  diplomatic  in  dealing  with  business 
associates,  and  enthusiastically  extended  Wilson's 
policy  of  bringing  younger  people  along.  And  yet, 
perhaps  paradoxically,  he  was  incapable  of  deal- 
ing easily  with  politicians  or  government  appointees. 
In  further  contrast  to  Wilson,  he  hated  politics  and 
the  political  wrangling  involved  in  rate-getting.  If 
Wilson  had  been  a  politician  outside  the  company 
and  anything  but  a  politician  inside  it,  Craig  was 
the  opposite. 

Plainly  enough,  however,  without  the  accomplish- 
ments of  Wilson's  regime  the  liberalism  of  Craig's 
would  not  have  been  possible.  Wilson's  driving  made 
room  for  the  luxury  of  Craig's  permissiveness, 
for  indeed,  business  was  booming  by  the  time  Craig 
came  in. 

In  the  matter  of  the  government  antitrust  suit, 
^^^^^^^^~~'""""  which  sought  to  dismember  it,  AT&T  could  neither 
afiFord  a  new  benignity  nor  did  it  care  to  assume  one.  Rather,  it  was  for- 
tunate enough  to  find  a  new  benignity  in  its  adversary. 

Herbert  Brownell,  the  Republican  attorney  general  who  assumed  oflBce 
in  1953,  soon  after  his  appointment  expressed  general  displeasure  with  the 
various  antitrust  cases  his  oflBce  had  inherited  from  the  Democrats,  and 
promised  a  thorough  review  of  them. 

That  April,  Hal  S.  Dumas,  AT&T's  executive  vice-president,  seizing 
the  advantage  to  AT&T  that  seemed  to  be  implied  in  those  statements, 
sought  out  Brownell  through  an  intermediary  for  a  personal  talk.  In  the 
meeting,  which  took  place  at  the  Statler  Hotel  in  Washington,  Dumas 
urged  that  the  suit  against  AT&T  be  dismissed;  Brownell,  according 
to  Dumas,  'listened  politely"  but  was  "uncommunicative." 

He  was  more  coiiununicative  in  another  meeting,  this  one  with  T. 
Brooke  Price,  AT&T's  vice-president  and  general  coimsel,  that  took  place 
on  Jvily  27,  1953,  at  a  judicial  conference  at  the  Greenbrier  Hotel  in 
White  Sulphur  Springs,  West  Virginia,*  At  the  Greenbrier  aflFair,  Price,  who 
had  met  Brownell  briefly  before,  asked  him  for  a  private  interview,  and 
Brownell  responded  by  inviting  Price  to  his  cottage. 

Sitting  with  the  attorney  general  on  the  cottage's  porch.  Price,  as  he 
later  described  it,  "made  a  number  of  statements  about  the  injury  the 
case  threatened  to  our  efiiciency  and  progress  as  a  communications  com- 
pany and  to  our  contribution  to  the  national  defense"  and  said  that 
"we  were  hopefid  that  he  woidd  see  his  way  clear  to  have  the  case 
dropped."  BrovvTiell  "reflected  a  moment  and  said  in  substance  that  a  way 
ought  to  be  found  to  get  rid  of  the  case"  through  a  compromise  that  would 
involve  '!practices  that  we  might  agree  to  have  enjoined  with  no  real  in- 
jury to  our  business."  Price  characterized  the  meeting  by  saying  that  it 
was  his  impression  that  Brownell  had  been  giving  him  "a  littie  friendly 
tip  as  to  how  we  might  approach  them  to  get  something  started  in  the 
way  of  negotiation." 

It  was  later  believed  that  the  process  that  led  to  the  consent  decree 
that  eventually  ended  the  suit  was  set  in  motion  at  this  private,  casual, 
and— from  the  point  of  view  of  supporters  of  the  antitrust  suit— question- 
able meeting. 

"After  White  Sulphur  Springs  . . .  the  final  result  was  never  seriously 
in  doubt,"  concluded  the  majority  report  of  the  Antitrust  Subcommittee  of 
the  House  Judiciary  Committee  in  1959.  (Some  AT&T  officials  close  to  the 
case  held  and  still  hold  a  different  view,  insisting  that  all  the  meeting 
amounted  to  was  "BrowTiell  suggesting  negotiations  on  a  consent  decree" 
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and  that  Price-for  reasons  that  are  hard 
to  imagine— "romanticized  the  story"  in 
recounting  it.) 

At  all  events,  there  can  be  no  doubt 
that  Price's  reference  to  AT&T's  "contri- 
bution to  the  national  defense"  was  a 
telling  point,   because   by   1953— as   the 

^^-^g^jgqg     Cold  War  began  building  up  toward  its 
f     SBSv  frightening    climax,    the    Cuban   missile 
crisis  of  1962— the  company  in  its  inte- 
grated form  was  a  leading  national-defense  asset. 

Clearly  enough  the  branches  of  the  government  con- 
cerned with  national  defense  had  reason  to  be  cool  to  the 
antitrust  suit  against  AT&T.  Indeed,  the  Department  of 
Defense  became  AT&T's  categorical  ally  in  the  matter. 
On  July  10,  1953-a  fortnight  before  the  Greenbrier  meet- 
ing-Secretary of  Defense  Charles  Wilson  wo-ote  to  Attor- 
ney General  Brownell,  "The  Department  of  Defense  wishes 
to  express  its  serious  concern  regarding  the  further  pros- 
ecution of  the  antitrust  case  now  pending  against  Western 
Electric  Co.  and  the  AT&T  Co."  and  going  on  to  argue 
against  the  case  in  language  that,  wdth  minor  diflFerences, 
had  been  supplied  to  the  Defense  Department  a  few  days 
earlier  by  none  other  than  Dr.  Kelly  of  Bell  Labs. 

However,  the  Justice  Department  had  its  pride  and  its 
independence;  as  Victor  H.  Kramer,  a  mihtant  young  Jus- 
tice Department  prosecutor,  put  it,  "The  antitrust  divi- 
sion . . .  was  rather  cynical  about  letters  from  Defense 
Secretaries  seeking  postponement  or  settlement  of  cases," 
and  as  late  as  May  1954,  the  attorney  general  was  still 
pressing  formally  for  divestiture  of  Western  Electric. 

Negotiations  dragged  on  unfruitfully  into  1955,  and  in 
January  of  that  year  there  took  place  another  private 
meeting  that  would  later  be  adduced  as  evidence  of  be- 
hind-the-scenes collusion  between  suer  and  sued.  This 
time  the  participants  were  Price— shortly  to  retire  as  AT&T's 
general  counsel— and  Edward  A.  Foote,  a  new  man  at  Jus- 
tice who  had  been  assigned  a  few  months  earUer  to  take 
charge  of  the  AT&T  negotiations. 

Seeking  to  get,  in  Price's  words,  "a  more  informal  down- 
to-earth  contact  vnth  the  case"  than  was  possible  in 
formal  meetings,  Foote  was  so  indiscreet  as  to  invite 
Price  to  his  Washington  house.  Price  said  later  that  after 
diimer  they  "talked  about  this  case  and  really  gossiped 
about  it";  and  that  in  the  course  of  the  gossip,  Foote 
expressed  the  view  "that  this  complaint  was  a  monstros- 
ity, it  was  badly  dravm  and  full  of  perfect  absurdities  and 
you  just  could  not  go  to  trial  on  that  kind  of  complaint." 

Pretty  clearly,  then— although  Justice  was  divided  wdth- 
in  its  own  councils,  Victor  Kramer  still  being  strongly  for 
a  trial  seeking  Western's  separation  from  AT&T-the  gov- 
ernment had  decided  by  this  time  to  settle  for  a  consent 
decree.  The  pace  of  negotiations  picked  up,  and  that  sum- 
mer AT&T,  at  Foote's  request,  prepared  a  memo  setting 
forth  the  pros  and  cons  of  various  settlement  possibilities. 

In  November  1955,  after  the  Federal  Communications 
Commission  (also,  like  Justice,  divided  within)  had  ex- 
pressed itself  in  favor  of  settlement  rather  than  trial,  Jus- 
tice formally  notified  AT&T  that  it  would  negotiate  on 
the  basis  of  no  divestiture  of  Western. 

The  agreement,  or  consent  decree,  settling  the  case  was 
wrapped  up  in  Washington  right  after  New  Year's  Day, 
1956,  and  on  January  12  (with  Kramer  dissenting)  it 
was  formally  presented  to  and  approved  by  Judge  Thomas 


AT&T  heads  often  picked  successors  opposite  in  person- 
ality. Cleo  Craig  (left)  was  something  of  an  intellectual. 
Successor  Kappel  enjoyed  being  blunt  and  cantankerous. 


F.  Meaney  in  the  U.S.  District  Court  in  Newark.  Its 
provisions  were  long,  complicated,  and  technical,  but  the 
most  impKjrtant  of  them  may  be  summarized  briefly:  First, 
Western  Electric  would  not  be  separated  from  AT&T;  sec- 
ond. Western  Electric,  except  for  its  government  defense 
work,  agreed  to  confine  itself  to  manufacturing  equipment 
of  types  bought  by  the  Bell  System,  rather  than  seeking 
other  markets;  third,  the  Bell  System  agreed  not  to  en- 
gage in  any  business  other  than  common-carrier  commu- 
nications and  "incidental  operations";  and  fourth,  the  Bell 
System  agreed  to  grant  nonexclusive  Ucenses  and  related 
technical  information  to  any  applicant  on  fair  terms. 

Who  had  won?  Both  sides  claimed  victory  in  styles  that 
accorded  with  their  interests:  the  Justice  Department, 
which  had  spent  seven  years  and  miUions  in  pubhc  money 
on  the  case,  in  a  loud  voice;  the  Bell  System,  which  did 
not  wash  to  appear  to  be  crowing  over  the  federal  govern- 
ment, much  more  mutedly. 

Brownell  spoke  of  the  decree  as  a  "major  victory." 
AT&T  noted  with  satisfaction  that  "the  system  setup  has 
been  legally  confirmed  as  O.K.  under  the  Sherman  Act"' 
and  that,  outside  of  the  patent  and  technical  information 
fields,  the  decree  "made  no  change  of  any  importance  as 
regards  Western."  (In  fact,  AT&T  had  been  substantially 
complying  with  the  manufacturing,  operations,  and  patent- 
licensing  provisions  of  the  decree  for  years. ) 

Horace  Moulton  who  had  succeeded  Price  as  AT&T's 
general  coimsel  in  September,  says  now,  carefully,  "Well, 
we  kept  Western  but  at  some  cost  patent-wise."  Kappel, 
then  Western's  president,  told  a  meeting  of  company  of- 
ficials shortly  after  the  settlement,  "We  probably  did  as 
well  as  could  be  expected  .  .  .  the  decree  .  .  .  generally 
makes  legal  an  integrated  Bell  System  ...  we  preserved 
the  really  important  thing."  (The  notes  of  an  executive 
present  indicate  he  also  said,  in  essence,  "Don't  brag  about 
having  won  or  getting  everything  we  wanted.") 

Indeed,  in  historical  perspective  AT&T  had  hardly  got 
everything  it  wanted.  True,  the  decree  had  essentially  put 
the  stamp  of  the  law  on  the  Bell  System  as  it  was.  But  in 
a  democratically  governed  country  the  stamp  of  the  law  is, 
for  practical  purposes,  not  indelible.  Later  revelations  of 
the  Repubhoan  administration's  apathetic  attitude  toward 
the  suit,  and  of  the  cozy  private  meetings  preceding  its 
settlement,  wotdd  give  rise  to  public  murmurings  against 
it,  and  staflF  men  at  the  Justice  Department  would  for  a 
generation  go  on  viewing  it  with  dissatisfaction. 
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As  for  the  reaction  of  legislators,  in  1959,  after  ex- 
tensive hearings,  the  majority  of  the  Antitrust  Subcom- 
mittee of  the  House  Judiciary  Committee  concluded  that 
"the  consent  decree  .  .  .  stands  revealed  as  devoid  of  merit 
and  ineffective  as  an  instrument  to  accomplish  the  purpose 
of  the  antitrust  laws." 

The  1956  decree  was  the  most  important  turning  point 
in  AT&T's  relations  with  the  government  and  the  public 
since  the  Kingsbury  Commitment  of  1913.  It  would  lead 
directly  to  a  third  and  equally  important  turning  point  in 
the  1970s. 

(T^i.  1956  Cleo  Craig's  work  as  president  was,  as  he 
^^  saw  it,  essentially  done.  Financially,  the  debt  ra- 
tio in  capital  had  been  reduced  from  above  50  percent 
to  a  safe,  perhaps  even  ultra-safe,  33  percent.  Technically, 
the  transatlantic  cable  had  been  laid  and  was  about  to  go 
into  service.  Legally,  the  antitrust  suit  had  been  disposed 
of.  Morally,  the  company  as  a  whole  had  been  raised  a 
notch  or  two  in  appearance  and,  indeed,  in  reality. 

If  Wilson  before  him  had  been  a  tiger,  Craig  had  con- 
ducted himself  like  a  thoroughbred  racehorse.  At  sixty- 
three,  he  decided  to  step  down  from  the  presidency— or 
rather,  as  was  the  custom  for  retiring  presidents,  to  step 
up  to  chairman  of  the  board,  which  was  then  a  largely 
honorary  position.  Before  doing  so,  he  chose  a  successor 
utterly  different  from  himself  in  temperament  as  well  as 
personal  and  business  philosophy.  The  man  who  assumed 
the  presidency  on  September  19,  1956— and  whom  Craig 
had  picked  out,  he  said  later,  because  "I  knew  he  had  iron 
up  his  backbone"— was  Frederick  R.  Kappel. 

Kappel,  who  would  serve  as  AT&Ts  chief  executive  of- 


Drawing  by  Kraus;  ®  1963  The  New  Yorker  Magazine,  Inc. 

"Whenever  /  caW  Annie,  I  dial  684-1656 
but  I  think  Murray  Hill  4-7656." 

intense  opposition  arose  with  digit  dialing  in  the  early 
1960s.  AT&T  didn't  grasp  the  symbolic  meaning  of 
what  it  was  doing  and  retains  misgivings  about  it  today. 


ficer  for  a  decade— first  as  president,  then  as  chairman 
of  the  board— was  to  emerge  as  probably  the  most  vivid 
executive  figure  in  the  company's  modem  history.  (In  1961 
the  title  "chairman  of  the  board,"  which  had  previously 
described  a  position  that  was  largely  honorary,  came  to 
be  applied  to  the  overall  boss,  while  "president"  came 
to  describe  his  second  in  command.  "Chairman  of  the 
executive  committee"  became  the  name  of  the  pasture  to 
which  chief  executives  retired.) 

A  heavy-set,  muscular  Minnesotan  of  German  descent, 
with  a  square  jaw,  thick  wrists,  and  heavy  arms,  Kap- 
pel had  joined  the  Bell  System  in  1924,  the  year  of  his 
graduation  from  the  University  of  Minnesota,  as  a  ground 
man  with  Northwestern  Bell,  and  had  risen  to  become 
president  of  Western  Electric  in  1954,  just  in  time  to  play 
a  major  role  in  concluding  the  negotiations  with  the  gov- 
ernment on  the  antitrust  suit. 

At  the  time  he  assumed  the  AT&T  presidency  in  1956 
(as,  indeed,  at  all  other  times),  he  was  forthrightly  and 
sometimes  beUigerendy  right  of  center  in  politics,  he  un- 
abashedly used  the  word  "liberal"  as  a  term  of  denigra- 
tion, and  he  cheerfully  described  himself  as  "cantankerous." 
Kappel's  idea  of  running  a  company  was  that  when  some- 
thing needs  to  be  done,  often  the  orJy  way  it  can  get 
done  is  for  the  boss  to  get  in  there  and  push  it  through 
—a  "philosophy"  that  he  described  as  a  "field"  point  of 
view  as  opposed  to  a  "staff"  one.  Thus  he  represented  an 
epitome  of  the  trend  in  AT&T  management  style  that  had 
been  irregularly  evolving  since  Gifford's  time. 

Executives  who  worked  with  Kappel  as  chief  executive 
all  had  their  stores  of  anecdotes.  "What  do  I  care  about 
history?"  Kappel  once  demanded  of  an  aide,  upon  finding 
a  reference  to  Theodore  Vail  in  the  aide's  draft  of  a 
speech  for  Kappel  to  deliver— but  the  reference  stayed  in. 

On  another  occasion,  after  the  same  aide  had  tried  to 
explain  the  nuances  of  a  problem,  Kappel,  color  rising  in 
his  neck,  stormed,  "God  damn  it,  I  don't  want  to  under- 
stand it,  I  just  want  to  know  what  to  do  about  it." 
Later  the  aide  slyly  put  that  very  sentence— attributed 
to  an  unnamed  business  leader— into  the  draft  of  a  speech 
Kappel  was  to  deliver  denouncing  "anti-intellectualism  in 
business,"  as  a  horrible  example  of  the  thing  being  de- 
nounced. Kappel  made  no  comment,  and  the  quote  stayed 
in  the  speech  through  several  versions,  only  to  be  excised 
by  Kappel,  again  without  comment,  in  the  last. 

Kappel's  unaided  prose  style  made  up  in  forcefulness 
for  what  it  lacked  in  literary  quality.  Once,  angry  about 
some  shortcoming  of  the  operating  companies,  he  fired 
off  to  all  their  presidents  a  memo  that  he  refused  to  let 
his  staff  see  before  he  sent  it.  By  al'  accounts,  it  was 
virtually  illiterate  from  start  to  finish— but  there  was  no 
mistaking  what  Kappel  wanted  done,  or  that  he  wanted 
it  done  quickly. 

Kappel's  bark  was  worse  than  his  bite.  While  his  shout- 
ing and  storming  alienated  many  in  press,  public,  govern- 
ment, and  stockholder  ranks,  almost  all  of  those  who 
worked  closely  with  him  within  the  company  rather  aston- 
ishingly held  and  continue  to  hold  him  in  a  high  regard 
that  \erges  on  reverence.  Aide  Robert  K.  Greenleaf  sums 
him  up  as  "kind  of  a  ham,  but  with  elements  of  greatness." 
William  G.  Sharwell,  who  was  personnel  research  super- 
visor in  the  early  1960s  (and  who  went  on  to  become 
executive  vice-president  of  New  York  Telephone  in  crit- 
ical times  for  that  company),  sums  up  Kappel  this  way: 
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"If  you  roared  back  at  him,  he'd  be 
reasonable;  if  you  lay  down,  he'd  walk 
all  over  you.  Philosophically,  we're 
at  opposite  poles,  but  I'd  carry  a  cross 
for  him." 

^w  the  middle  of  the  decade,  when 
/•^JP^g^tl       ^^  most  things  were  going  as  smooth- 
\     ^S^B^     ^y  ^^^  AT&T  as  they  had  ever  gone  in 
^  ^  its  history,  there  arose  a  new  challenge 

to  the  company  that  gave  ample  occasion  for  Kappel  fire- 
works. It  concerned  federal  regulation  of  interstate  and 
overseas  telephone  rates  by  the  FCC, 

From  the  time  of  the  FCC's  creation  in  1934  xmtil  the 
middle  1960s,  it  had  not  actually  set  interstate  telephone 
rates;  indeed,  it  had  not  even  suggested  a  percentage 
return  on  capital  that  AT&T  shoidd  be  allowed.  The 
regulatory  procedure  was  based  on  informal  negotia- 
tions, and  the  informal  limit  for  return  on  capital  was 
about  8  percent.  When  AT&T's  return  approached  that 
figure,  FCC  and  AT&T  men  would  sit  down  together  and 
hammer  out  an  agreement  acceptable  to  both  sides.  Such 
agreements  resulted  in  Long  Lines   rate   reductions   in 

1963  and  1964,  among  many  other  years. 

In  1963  the  FCC  got  a  new  chairman,  who  soon  be- 
came convinced  that  the  procedure  should  be  changed. 
He  was  E.  William  Henry,  a  graduate  of  Yale  Um'versity 
and  Vanderbilt  Law  School,  a  friend  of  Robert  Keimedy, 
a  former  campaign  worker  for  John  Kennedy,  and  at 
thirty-four,  the  yoimgest  man  ever  to  head  the  FCC. 
Following  his  first  round  of  horse-trading  with  AT&T, 
Henry  decided  that  such  negotiation  was  no  proper 
way  to  make  a  "reasoned  judgment"  about  rates,  and 
notified  AT&T  to   that  eflFect.   AT&T  objected,   and   in 

1964  there  was  an  informal,  unpublicized  two-day  session 
between  the  two  sides,  out  of  which  no  substantial 
agreement  emerged. 

During  1965,  pressure  from  within  the  FCC  and  from 
political  forces  outside  it  began  building  for  something 
the  FCC  had  not  undertaken  since  the  days  of  Commis- 
sioner Walker— a  full-scale,  on-the-record  investigation  of 
interstate  rates  with  a  view  to  determining  what  consti- 
tuted a  fair  return  and  precisely  how  the  rate  base  should 
be  calculated. 

Knowing  in  general  what  was  in  the  wind,  Kappel 
in  mid-October  went  to  Washington,  where  he  met  with 
Henry,  as  well  as  several  other  FCC  commissioners.  Kap- 
pel said  that  AT&T  was  poised  for  further  growth,  and 
that  he  did  not  want  to  see  the  prospect  disturbed  by 
the  adverse  publicity  that  would  come  with  a  public 
investigation.  He  asked  Heruy  for  more  time  for  AT&T 
to  collect  and  submit  pertinent  data.  Henry  replied  that 
that  sounded  reasonable;  however,  the  same  afternoon, 
after  Kappel  had  left  to  return  to  New  York,  Henry  by 
his  own  account  changed  his  mind,  decided  that  an  in- 
vestigation must  begin  immediately,  and  so  notified  AT&T's 
Washington  vice-president,  Edward  B.  Crosland.  Arriv- 
ing back  in  New  York,  Kappel-before  he  could  be  reached 
by  Crosland-leamed  that  the  investigation  was  to  go  for- 
ward, and  concluded  that  he  had  been  double-crossed, 

Thus  the  great  FCC  rate  inquiry-which  is  still  in  pro- 
gress more  than  a  decade  later-began  in  an  atmosphere 
of  rancor. 

On  October  27,  when  the  investigation  wis  formally 


"A  liar!"  Kappel  called 
the  FCC's  E.W.  Henry 
after  Henry  launched 
an  AT&T  investiga- 
tion     without      notice. 


announced,  Kappel  prompt- 
ly said  that  it  was  "totally  un- 
warranted and  imnecessary."' 
On  November  2,  AT&T,  call- 
ing the  order  for  the  inves- 
tigation an  "arbitrary  repudi- 
ation" of  methods  that  had 
worked  for  thirty  years,  asked 
the  FCC  to  revoke  it;  just 
before  Christmas  the  FCC,  by 
a  five-to-one  vote,  turned 
down  the  request. 

Three  days  later,  when 
Kappel  was  asked  by  a  re- 
porter whether  AT&T  had 
formed  a  "battle  group"  to 
fight  the  investigation,  he  re- 
plied, "You  can  call  it  any- 
thing you  want."  Comment- 
ing on  AT&T  reaction  to  the 
whole  aflFair,  an  FCC  spokes- 
man said  that  AT&T  people 
had  acted  like  "stuck  pigs." 

Early  in  January  1966, 
Kappel  and  Henry  had  a  con-  —— ■— ■^-^— — «-^ 
frontation  in  New  York,  the  details  of  which  the  two  men 
disagree  about.  In  Kappel's  version,  when  Henry  came 
to  his  New  York  o£Bce  to  explain  the  manner  of  the  Oc- 
tober announcement,  "He  talked  and  said  nothing.  I  said, 
'A  liar  to  me  is  a  liar.'  Then  I  oflFered  him  a  ride  to 
the  airport  in  my  oar,  which  he  refused."  Henry  says  he 
had  previously  heard  from  a  government  colleague  in 
Washington  that  Kappel  had  called  him  a  Uar,  that  he 
had  come  to  New  York  for  the  purpose  of  straightening 
the  matter  out,  and  that  nothing  of  the  sort  was  said  in 
the  New  York  meeting. 

Either  way,  AT&T-FCC  relations  started  the  year  1966 
at  a  new  low. 

UrJike  most  of  the  chief  executives  who  had  preceded 
him,  Kappel  remained  in  o£Bce  until  the  last  day  he  was 
eligible  to  do  so  under  AT&T's  mandatory  retirement-at- 
sixty-five  policy:  January  31,  1967,  when  he  was  suc- 
ceeded by  H.I.  Romnes,  who  came  to  the  job,  as  Kappel 
had  done,  as  a  former  president  of  Western  Electric. 

In  Kappel's  last  year,  it  was  clear  that,  through  no  par- 
ticular fault  of  his,  the  financial  good  times  that  had  pre- 
vailed for  the  company  during  his  tenure  were  coming 
to  an  end.  A  whole  complex  of  forces— a  national  money 
cnmch  with  resulting  high  interest  rates,  a  rapid  rise  of 
material  and  labor  costs,  and  to  a  lesser  extent  the  eco- 
nomic effects  of  the  FCC's  greater  militancy— were  com- 
bining to  reduce  AT&Ts  rate  of  annual  earnings  growth, 
which  had  totaled  35  percent  over  Kappel's  last  five  years 
in  oflBce  and  would  come  to  only  8  percent  over  the  next 
five  years.  There's  evidence  that  in  some  respects  Kappel 
helped  sow  a  wind  that  Romnes  would  reap  as  a  whirlwind. 

But  in  his  bull-like  way  Kappel  had  exuberantly  domi- 
nated an  exuberant  period,  and  he  went  out  of  oflBce  as  he 
had  gone  in,  saying  exactly  what  he  thought— as  Greenleaf 
said,  kind  of  a  ham,  but  with  elements  of  greatness. 

%i/?  L,  Romnes  was  scarcely  setded  in  office  when  the 
^-^^^  Bell  System  faced  its  worst  operational  crisis  since 
the    two-phone    era    at    the    l)eginninK    of    the    century: 
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the  service  failures  of  1969-70. 

In  New  York  City,  one  of  the  most  acute  and  by  far  the  most  visible 
of  the  problem  areas,  the  trouble  was  triggered  by  an  unprecedented 
and  unanticipated  rise  in  demand  for  service,  brought  about  partly  by  a 
favorable  national  economic  situation  and  partly  by  local  factors. 

One  of  the  latter  was  an  astonishing  and  unpredicted  rise  in  trading 
volume  on  the  New  York  Stock  Exchange,  with  20-million-share  days, 
previously  unknown,  suddenly  becoming  common  by  late  1968.  Since  each 
trade  almost  certainly  involved  at  least  one  telephone  call  and  some  in- 
volved many,  the  effect  on  demand  for  service  in  the  Wall  Street  dis- 
trict was  enormous. 

Another  factor  was  a  decision  of  the  local  welfare  authorities  in  1968 
that  the  cost  of  local  telephone  service  could  be  included  in  welfare  pay- 
ments, leading  to  a  sudden  huge  increase  in  requests  for  new  telephone 
installations.  A  third,  less  measurable  factor— cited  by,  among  others,  John 
D.  deButts,  then  AT&T's  vice-chairman  of  the  board— may  have  been 
the  pervasive  fear  of  crime  that  was  gripping  New  York  City  citizens  at 
that  time,  leading,  presumably,  to  more  telephone  calls  at  night  in  lieu 
of  visits. 

At  all  events,  from  whatever  cause,  191,400  new  phones  were  installed 
in  New  York  City  in  1968,  almost  50,000  more  than  in  1967.  New  York 
Telephone  at  the  time  was  under  strong  pressure  from  AT&T  to  improve 
its  earnings  and  concomitantly  reluctant  to  make  drastic  increases  in  its 
construction  and  maintenance  budget;  accordingly,  about  half  of  these  new 
connections  were  made  by  improvising  on  existing  facilities  rather  than 
by  installing  new  circuits. 

By  1969  the  ill  effects  of  overloaded  circuits  began  to  be  felt.  Callers 
began  to  have  to  wait  for  a  dial  tone,  sometimes  as  much  as  two  or  three 
minutes.  Calls  began  to  fail  to  get  through;  after  dialing,  the  caller  would 
get  a  false  busy  signal,  or  else  just  a  dead  line  (a  condition  described 
in  telephone  circles  as  "high  and  dry").  Cross  talk,  false  rings,  and  in- 
correct bills  became  common. 

The  situation  came  to  a  climax  in  July  1969,  with  the  almost  total  fail- 
ure of  PLaza  8,  a  key  exchange  in  the  heart  of  the  city's  commercial  dis- 
trict. All  of  the  10,400  phones  on  that  exchange  were  entirely  out  of  ser- 
vice for  the  major  part  of  the  business  day  for  several  weeks. 

The  man  most  constantly  and  intricately  involved  in  the  service  crisis— 
the  man,  so  to  speak,  at  the  eye  of  the  hurricane— was  William  G.  Shar- 
well,  who  had  assumed  the  key  position  of  vice-president  for  operations 
at  N.Y.  Telephone  on  November  1,  1968,  just  as  the  failures  were  begin- 
ning. Sharwell  was  that  comparative  anomaly  among  operating-company 
executives,  an  intellectual;  he  had  once  been  a  professor  at  Seton  Hall 
University  and,  within  the  Bell  System,  was  a  staff -trained  man  strong  on 
what  Greenleaf  liked  to  call  "conceptual"  ability. 

WTien  the  service  overload  began  developing,  Sharwell's  first  decision— 
which  he  now  describes  as  a  bad  mistake— was  to  install  the  demanded 
new  telephones  first  and  worry  about  switching-center  overloads  second. 
"If  I  had  it  to  do  again,"  Sharwell  says,  "I'd  say  to  those  requesting  new 
phones,  I'm  sorry,  I'm  going  to  take  care  of  my  present  customers  first.' " 
As  things' were,  the  problem  that  arose  out  of  the  new  installations  was 
essentially^one  of  hardware— simply  not  enough  switching  capacity. 

But  it  was  also  one  of  personnel.  Partly  as  a  resiilt  of  cost-saving 
programs  of  the  preceding  years,  New  York  Telephone  was  caught  with 
a  salary  scale  somewhat  below  the  market  at  the  craft  level:  $95  a  week 
to  start  as  a  repairman,  with  a  potential  of  $184  a  week  after  six  years. 
As  a  result  of  this  and  other  factors,  the  rate  of  turnover  was  high  to  the 
point  of  absurdity:  50  percent  of  repairmen  in  New  York  were  leaving 
within  two -years,  when  the  average  time  required  to  become  expert  in 
their  work  was  three  years. 

As  to  operators,  more  than  half  of  them  in  New  York  City  were  quit- 
ting their  jobs  each  year,  with  the  result  that  new  replacements,  many  of 
them  primarily  Spanish-speaking,  were  too  inexperienced  to  cope  with  the 
city's  geography,  its  bewildering  variety  of  speech  accents,  or  other  in- 
tricacies of  their  jobs.  The  price  of  cost-cutting  was  being  paid  by  everybody. 


barefoot 

Bronx  boy 

of 


•  'The  new  issue  market  has  as  much  nobility 
as  the  Fulton  Fish  Market  in  the  noonday 
sun  when  cobblestones  are  littered  with 
the  carcasses  of  overripe  flounder  that  didn't 
sell  that  morning." 

•  "Mutual  funds  are  the  dinosaurs  of  the  in- 
vestment world." 

•  "The  chief  executive  officer  of  a  growth 
company  is  a  highclass  Murphy  man,  telling 
his  pigeons  everything  they  expect  to  hear." 
Knowledgeable  readers  of  Forbes  invari- 
ably settle  with  a  contented  sigh  at  Martin 
SosnoflTs  column.  It's  a  sensible,  sharpwitted 
antidote  to  all  the  Wall  Street  verbiage,  written 
by  a  Man  Who's  Been  There.       A  successful 
money  manager  who  has   guided  millions  of 
dollars  safely  through  tlus  bear  market,   Mr. 
Sosnoff  now  fashions  a  quotable  book  that 
brings  together  all  die  hard-learned  lessons 
of  lie  Barefoot  Boy  from  the  Bronx . 

Running  through  the  strange  and  wonder- 
ful world  of  SosnoflTs  Wall  Street  is  a  cast  of 
characters  rivaling  those  of  "Adam  Smith": 
the  Rubin  family,  who  left  Our  Hero  humble 
on  Wall  Street . . .  the  alcoholic  researcher 
whose  dreams  dictated  his  market  letter . . . 
the  coDege  professor  who  teaches  his  students 
to  read  Annual  Statements  backwards. 

But  Mr.  Sosnoff  manages  to  survive  the 
husders ,  and  his  readers  can  glean  profitable 
lessons:  for  instance,  why  he  put  $4.5  million 
into  Hughes  Tool  when  most  of  the  money 
managers  were  chucking  the  prospectus. 

There's  mystery  to  money  management. 
Martin  Sosnoff's  beady  eyes  pierce  much  of 
die  mystery.  He  can  spot  a  Wall  Street  con  at 
fifty  paces.  Follow  him  through  the  wry. 
You'd  smile  most  of  the  way— even  as  you're 

*"^^  resolving  never  again  to  be  fooled  by 

^  ^  these   husdes. 


A 


RISK-FREE  EXVMINATION 

To  your  bookseller  or: 

RLINGTON  HOUSE 
PUBLISHERS 

165  Huguenot  St.,  New   Rochelle,  NY.   10801 

I  enclose  $8.95.  Please  send,  delivered  free. 
Humble  on  Wall  Street  by  Martin  T.  Sosnoff. 
If  not  pleased,  I  may  return  it  within  30  days 
of  delivery  for  full  refund  PLUS  payment  for 
return  postage.  FO-lOO 
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In  August  1969,  New  York  Telephone 
announced  that  it  was  bringing  in  fif- 
teen hundred  out-of-town  workmen 
from  other  operating  companies  to  help 
out  until  serxdce  was  back  to  normal, 
and  putting  local  workers  on  heav>'  over- 
time schedules.  The  local  workers  re- 
sented the  coming  of  the  outsiders,  the 
company  had  to  spend  one  million  dollars 
per  month  for  food  and  hotel  expenses 
for  the  emergency  help,  and  its  payroll  costs  jumped  about 
30  percent;  but  the  work  went  forward.  In  an  unprecedent- 
ed maintenance  operation,  the  entire  main  frame  of  the 
PLaza  8  exchange  was  replaced,  and  within  a  few  weeks 
it  was  operating  nearly  normally. 

But  the  New  York  service  crisis  was  not  over;  in  late 
1969  and  eariy  1970,  it  struck  many  parts  of  the  cit>'  that 
had  previously  been  unaffected. 

A  kind  of  surreahstic  telephone  chaos  reigned,  all  too 
suggestive  of  a  world  run  mad.  People  would  pick  up 
their  telephones  and  hear  several  strangers  talking  among 
themselves— first  shouting,  "Get  off  my  tine!"  and  finally,  in 
despair,  laughing  and  engaging  in  get-acquainted  conver- 
sations. Subscribers  who  had  made  only  local  calls  would 
find  on  their  monthly  bills  that  they  had  been  charged  for 
calls  to  San  Francisco  or  Honolulu.  (In  such  cases.  New 
York  Telephone  not  only  admitted  its  error  on  the  long- 
distance charges,  but  often  remitted  that  month's  basic 
charge  for  local  service. )  Jokes  about  telephone  snarls  be- 
came sure  laugh-getters  in  Broadway  and  cabaret  skits. 

At  New  York  Telephone  there  was  some  wavering  as 
to  how  to  handle  the  all  but  insurmountable  pubUc-rela- 
tions  problem— whether  to  put  a  good  face  on  things  or 
admit  how  bad  they  were.  In  December  1969,  N.Y.  Tele- 
phone President  Owens  denied  that  the  situation  was  a 
"breakdov\Ti,"  insisting  that  it  was  an  "episode"  amoimting 
to  "pockets  of  trouble  in  some  critical  areas."  But  the  fol- 
lowing month  Vice-President  Sharwell  said  flatly  in  a 
New  York  Times  interview  what  everyone  knew  to  be 
true— that  service  in  New  York  City  was  "lousy."  As  a  re- 
sult, he  maintains,  some  within  the  company  refused  to 
speak  to  him  for  a  long  time  thereafter. 

In  1970,  as  the  New  York  City  crisis  gradually  abated, 
troubles  cropped  up  in  other  areas,  again  set  c^  by  un- 


precedented and  unpredicted  demands  for  service.  The 
\arious  operating  companies,  alerted  by  the  New  York 
situation,  had  scrambled  to  head  off  similar  troubles  in 
their  own  areas,  with  some  success. 

But  the  deluge  of  calls  was  too  great,  and  over  the 
next  two  years  there  were  serxice  snarls  in  Boston,  where 
the  troubles  were  almost  as  serious  as  in  New  York,  and 
lasted  longer;  Den\er,  W'here  the  repair  and  reconstruc- 
tion methods  developed  in  New  York  were  not  applicable, 
because  most  of  the  exchanges  were  of  the  old  step-by- 
step  t>"pe  rather  th^n  more  advanced  models;  and  Hous- 
ton, where  the  problems  were  similar  to  those  of  Den- 
\er  but  complicated  by  a  high  water  table  that  resulted 
in  wet  cables. 

What,  apart  from  unexpected  service  demands,  caused 
it  all,  and  could  it  have  been  prevented?  In  general.  Bell 
System  people  answer  to  the  first  question,  "Many  things," 
and  to  the  second,  "Just  possibly." 

The  most  obvious  culprit— bad  forecasting  of  service  de- 
mands—is generally  dismissed  as  a  primary  cause.  New 
York  Telephone's  forecasts  of  demand  for  new  telephones 
proved  to  be  14  percent  too  high  for  1966,  19  percent 
too  high  for  1967,  and  20  percent  too  low  for  1968— cer- 
tainly not  a  consistent  pattern  of  underestimates. 

The  suggestion  has  been  made,  and  concurred  in  to 
some  extent  by  some  Bell  Labs  men,  that  the  Labs,  as  the 
\-isionary  dreamer  as  well  as  the  technical  innovator  of 
AT&T,  should  have  seen  what  was  coming  and  set  its 
vast  creative  resources  to  the  task  of  preventing  disaster. 
The  Labs'  most  recent  historian,  Prescott  Mabon,  has  sug- 
gested that  in  the  middle  1960s  the  Labs  were  so  pre- 
occupied with  the  new  high  technolog>'  that  they  may 
have  given  insuflBcient  attention  to  mundane  problems  in- 
volving current  telephone-operating  equipment.  The  point 
is,  obviously,  debatable. 

Somewhat  more  measurable  is  the  conclusion,  put  for- 
ward by  many  within  the  Bell  System,  that  the  service 
crisis  can  in  part  be  traced  back  to  a  policy  pursued  in 
the  Kappel  years  of  seeking  to  take  increased  profits  out 
of  ser\ice  costs  rather  than  out  of  increased  rates.  In  a 
lecture-demonstration  presented  at  an  AT&T  Presidents" 
Conference  in  April  1973,  Jack  A.  Baird,  AT&T  vice-presi- 
dent for  engineering,  and  James  E.  Olson,  then  president  of 
Indiana  Bell,  concluded  that  "the  common  denominator 


These  are  the  people  you  haven't  been  aUe  to  reach  at  PLaza  8-6200. 
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And  they're  all  really  nice  people  to  talk  to.  Unfortunately,  a  little  phone  trouble 

has  kept  our  clients,  suppliers,  and  prospects  from  finding  this  out  lately 

But  we  have  been  assured  by  the  phone  company  that  the  trouble  will  soon  be  cleared  up. 

So  in  the  meantime,  keep  those  cards  and  letters  coming,  folks. 

Beiloi&Bowles,lN. 

909IHIROAVENUE  NIWTOaK  ht  lOOJj' 


The  New  York  City  telephone  service  crisis  reached  a  climax  in  July  1969  when  Benton  &  Bowles  took  a  full-page  ad  in 
the  New  York  Times  over  the  names  of  the  advertising  firms'  801  employees.  The  Bell  System  was  deeply  embarrassed. 
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[of  all  the  sendee  failures]  was  a  degraded  switching 
network"  and  that  "unrealistic  replacement  programs  had 
encouraged  reduced  maintenance  effort." 

Thus— if  we  are  to  accept  the  conclusions  of  two  key 
Bell  System  officials  who  had  made  a  close  study  of  the 
subject— the  Bell  System  had  faced  a  hard  dilemma  and 
made  an  honorable  but  losing  gamble.  Needing  higher 
earnings  to  maintain  its  financial  stabilty,  it  had  rejected 
the  course  of  seeking  higher  rates  and  chosen  that  of  tak- 
ing the  earnings  in  part  out  of  service  costs.  To  some  ex- 
tent, that  decision  had  contributed  to  the  service  failures 
of  1969-70. 

(By  no  means  all  top  Bell  System  officials  share  the 
conclusions  implicit  in  the  Baird-Olson  report.  Kenneth  G. 
McKay,  a  key  vice-president  of  Bell  Labs  from  1962  to 
1966,  vice-president  for  engineering  of  AT&T  from  1966  to 
1973,  and  thereafter  executive  vice-president  of  the  Labs, 
insists  that  all  through  the  1960s  the  Bell  System  never 
wavered  from  its  traditional  commitment  to  service  first; 
that  the  attribution  of  the  service  failures  in  any  part  to 
maintenance  cost-cutting  is  "too  simplistic";  and  that  the 
Baird-Olson  paper  must  be  read  as  an  internal  propaganda 
document  designed  to  warn  against  any  skimping  on  ser- 
vice expenditures  by  operating  companies  in  the  future. ) 

To  whatever  extent  the  Bell  System's  policies  share  the 
blame  for  causing  the  crisis,  its  performance  in  ending  it 
was  magnificent.  In  New  York,  Western  Electric  set  up  a 
"war  room"  to  expedite  orders  for  new  equipment  and  to 
negotiate  to  have  quantities  of  it  diverted  to  New  York 
Telephone  from  other  companies— a  huge  operation  on  the 
style  and  scale  of  what  would  be  done  in  case  of  a  na- 


tional disaster.  Bell  Labs  sent  an  expert  team  from  its 
Network  Planning  division  to  work  directly  with  New 
York  Telephone  for  about  a  year,  applying  their  technical 
expertise  to  assessing  the  problems  and  designing  near- 
term  solutions  under  conditions  that  Network  Planning 
Director  Dorros  described  as  "fighting  a  war." 

Sharwell,  at  New  York  Telephone,  found  AT&T  willing, 
and  ready  to  commit  unlimited  resources  to  the  quick 
and  permanent  solution  of  the  problems.  He  says,  "We 
needed  a  cornucopia  and  we  got  one.  Their  attitude  was 
simply,  'How  much  do  you  need?' "  Baird  and  Olson  esti- 
mated that  additional  expenses  incurred  as  a  result  of 
service  problems  in  downstate  New  York  over  the  years 
1969-72  amounted  to  more  than  $110  million;  over  those 
years,  the  physical  plant  in  New  York  City  was  virtually 
rebuilt.  In  the  other  trouble-spot  cities,  comparable  mo- 
bilizations of  resources  were  made,  and  the  methods  de- 
\eloped  in  New  York  were  applied  insofar  as  possible. 

Gradually,  adequate  service  was  restored  everywhere. 
In  the  1972  AT&T  Annual  Report  Romnes  could  discuss 
service  as  back  to  normal.  Sharwell,  perhaps  summing  up 
the  sentiments  of  many  others  who  found  themselves  on 
the  firing  line,  says  now,  "Those  were  back-breaking  years. 
I  wovildn't  give  up  the  experience,  but  I  don't  think  I 
could  go  through  it  again." 

Some  Bell  System  people,  Sharwell  among  them,  fear 
that  the  lessons  of  the  service  crisis  have  been  insufficiently 
learned  within  the  Bell  System.  It  does  seem  safe  to  say 
that  the  corporate  trauma  caused  by  the  crisis  has  served 
to  foreclose  the  option  of  "taking  increased  earnings  out 
of  service"  for  a  long  time  to  come. 


THE  SUBJECT 
IS  A  STICKY  OHE 


Adhesives. 

But  theres  nothing  much  we  dont 
tackle,  when  it  comes  right  down  to  it. 

Adhesives  are  as  much  a  part  of  our 
company  as  sealants  around  doors.  So  are 
paint  cans,  of  course.  But  they're  just  a 
drop  in  the  bucket  when  you  consider  that 
we  make  more  than  a  million  metal 
containers  a  day,  most  of  which  we  sell  to  other  companies. 

We're  a  factor  in  a  lot  of  other  things,  too.  Take  the  low-energy 
coatings  that  are  taking  the  heat  off  manufacturers,  for  example.  And  we're 
also  a  leading  retailer  of  decorating  products.  djcc 

If  we  keep  sticking  to  the  job,  who  knows  how  far        ffmn> 
we  can  go?  yBl^ 

C  —  1976  The  Sherwin-Williams  Company 
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One  area  where  the  lessons  appear 
to  have  been  learned  is  at  Bell  Labs. 
The  great  invention  factor>',  the  most 
complex  and  crucial  of  whose  products 
had  suffered  a  partial  breakdown  of  pre- 
viously unimaginable  proportions,  react- 
ed by  making  a  distinct  turn  away  from 
/^.^Bl^^^  wild-blue-yonder  long-range  research  and 
'  ^^H^^^  toward  day-to-day  mingling  in  the  work 
of  operating  companies. 
Soon  after  the  crisis,  the  Labs  began  putting  new  em- 
phasis on  keeping  Labs  task  forces  constanth  at  work  in 
each  of  the  operating  companies;  and 
to  sN-mbolize  the  change  in  attitude, 
an  old  administrative  protocol  under 
which  Bell  Labs  men  talked  to  the 
operating  companies  only  in  the  pres- 
ence of  someone  from  AT&T  was 
abolished  to  allow  direct  contact. 
Would  such  close  coordination  be- 
tween thinkers  and  doers,  so  long  de- 
layed in  coming  about,  prevent  what 
had  happened  from  ever  happening 
again?  Bell  Labs  men,  at  least,  be- 
lie\  ed  that  it  would. 

^^eanwhile  a  new  problem  was 
tywf/  coming  up  fast— or,  rather,  an 
old  one  was  making  a  reappearance. 
The  Kingsbury  Commitment  of  1913 
and  the  Communications  Act  of  1934 
had  established,  presumably  once  and 
for  all,  the  principle  that  the  tele- 
phone industr>-  operated  best  in  the 
public  interest  under  a  system  of  regu- 
lated monopoK-  rather  than  one  of 
competition.  The  federal  antitrust  suit 
of  1949-56  had  been  a  huge  and  ex- 
plicit attempt  to  reestablish  compe- 
tition in  the  suppl>  of  telephone  ■^"""■^^■■^~ 
equipment;  but  it  had  failed.  Following  that  failure,  the 
FCC,  in  a  gradual  reversal  of  previous  policy,  began  en- 
couraging competition  in  \arious  areas  of  the  telephone 
business-specifically,  at  first,  as  to  the  right  of  subscribers 
to  attach  non-Bell  equipment  to  Bell  lines. 

Prior  to  1968,  attachment  of  almost  all  such  equipment 
was  for  practical  purposes  illegal.  Bell  S>stem  "tariffs"- 
regulations  as  to  the  cost  and  conditions  of  its  service,  ap- 
proved by  the  state  and  federal  regulators-provided  flat- 
1>'  that  the  telephone  c-ompany  had  the  right  to  deny  ser- 
vice to  any  subscriber  found  to  have  attached  foreign 
equipment  to  his  line,  on  grounds  that  such  attachment 
might  damage  the  delicate  mechanism  of  the  whole  net- 
work. Thus  the  Bell  System  and  the  independent  compa- 
nies had  a  firm  monopoly  on  customer  equipment. 

During  the  late  1950s  and  early  1960s,  a  sizable  bootleg 
business  sprang  up  in  customer  telephone  equipment,  main- 
ly antique  or  colored  phones;  the\  were  sold  directly  to 
telephone  subscribers  and  then  attached  illegally  to  their 
lines.  The  Bell  companies,  when  they  found  such  attach- 
ments, would  disconnect  them  and  in  some  cases  exercise 
their  right  to  terminate  the  offending  customer's  ser\-ice. 

The  issue  came  to  a  head  in  the  case  of  the  Carterfone, 
a  device  manufactured  by  Carter  Electronics  Corporation 

222 


The  first  service  difficulties  re- 
sulted from  an  appalling  increase 
in  vandalism  of  public  pay  phones. 
By  1969,  an  average  of  35,000 
of  New  York  City's  pay  phones 
were  being  wrecked  each  month. 


of  Dallas,  Texas,  to  interconnect  pri\ate  two-way  radios 
with  the  telephone  system  via  a  base  station.  The  Carter- 
fone invoh-ed  some  electrical  connection,  and  thus  went 
to  the  heart  of  the  issue. 

In  June  1968,  the  FCC  in  deciding  that  the  Carterfone 
could  be  connected  to  Bell  lines  without  rendering  the 
user  subject  to  disconnection,  struck  down  e.xisting  inter- 
state tariffs  prohibiting  attachment  to  the  public  tele- 
phone system  of  customer-ouTied  equipment.  Such  at- 
tachment was  now  permitted,  provided  only  that  the  tele- 
phone company  be  allowed  to  install  protecti\e  equip- 
ment between  the  line  and  the  aben  device. 

General  Counsel  Moulton,  chief  of 
the  AT&T  legal  team  that  argued 
against  the  Carterfone  decision,  says 
of  it,  "That's  one  Fd  rather  forget," 
and  adds  that  it  \s  "a  fair  question  " 
whether  AT&T  could  have  headed  off 
the  far-reaching  decision  by  amend- 
ing its  tariff  in  advance.  Such  a  move, 
he  concedes,  would  have  required  a 
resolution  in  thinking  inside  AT&T, 
which  believed— and  indeed  had  long 
been  encouraged  to  believe— that  the 
public  consensus  favored  treating  the 
telephone  business  in  all  its  aspects 
as  a  regulated  monopoly. 

At  all  events,  the  floodgates  were 
now  opening  to  competition  in  sup- 
ply of  customer  equipment,  and  what 
had  seemed  a  comparativeK'  trivial 
problem  in  the  1960s  became  a  great 
one  in  the  1970s. 

A  small  but  flourishing  new  indus- 
try-, the  so-called  "interconnect  indus- 
tr>',"  arose  to  supply  customer-ownied 
telephone  equipment  to  be  connected 
to  the  existing  Bell  and  independent 
networks.  By  the  end  of  1970,  com- 
"^~^^"""^^^~  petitors'  equipment  was  being  used  in 
almost  1  percent  of  private  office  telephone  exchanges  in 
the  Bell  companies'  territory.  Romnes  summed  up  AT&T's 
attitude  as  told  to  the  FCC:  "If  you  find  it  in  the  public  in- 
terest to  open  up  these  sectors  of  telecommunications  to 
competition,  then  it's  all  right  with  us  so  long  as  you  make 
the  ground  rules  the  same  for  all  parties,  including  us." 

In  other  words,  AT&T,  although  it  had  argued  as  vig- 
orously as  possible  against  the  Carterfone  decision,  now 
felt  able  to  live  with  it.  But  the  FCC  pushed  on  further. 
In  May  1970.  in  another  reversal  of  previous  p>olicy,  it 
decided  that  the  public  interest  would  be  served  b>  al- 
lowing independent  companies— called  "specialized  com- 
mon carriers"— to  set  up  intercity  microwave  relay  systems 
for  private  leased-line  telephone  use  by  businesses,  in  di- 
rect competition  with  similar  Bell  System  facilities,  and  b\ 
requiring  the  Bell  System  to  furnish  these  new  carriers 
with  connection  to  Bell  System  customers. 

Not  long  after  that,  the  commission,  going  well  beyond 
Carterfone  in  the  matter  of  non-Bell  terminal  equipment, 
began  considering  the  establishment  of  a  system  of  "certifi- 
cation" that  would  permit  telephone  subscribers  to  install 
alien  terminal  equipment  without  even  the  inter\ention 
of  protective  devices,  provided  the  alien  equipment  was 
certified  by  technical  experts  representing  the  go\  ernment. 
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For  the  first  time  since  the  Kingsbury  Commitment, 
substantial  competition  now  existed  in  American  telephony. 

True  enough,  it  existed  in  only  two  specific  areas— termi- 
nal equipment  and  intercity  leased  lines— but  in  those  areas 
it  was  expanding  ominously.  By  1973,  sales  of  the  compet- 
ing interconnect  industry  were  up  to  about  two  hundred 
million  dollars  and  rising  fast,  while  advertisements  ag- 
gressively promising  savings  to  businesses  that  bought 
their  own  oflBce  telephone  equipment  from  Bell  competi- 
tors were  becoming  commonplace  on  television  and  radio. 
The  leading  leased-line  competitor,  MCI  Commum'cations, 
Inc.,  had  annual  revenues  of  fifteen  million  dollars. 

At  this  point  AT&T  decided  to  dig  in  its  heels.  In  Sep- 
tember 1973,  Chairman  John  deButts,  who  had  succeeded 
Romnes  in  February  1972,  made  a  fighting  speech  on  the 
subject  to  the  National  Association  of  Regulatory  Com- 
missions in  Seattle. 


When  the  service  overload  began  developing,  AT&T  de- 
cided to  continue  installing  new  telephones— a  bad  mistake. 


DeButts  came  out  swinging  against  the  new  FCC  pol- 
icies on  two  basic  grounds:  first,  that  both  new  forms  of 
competition  would  force  AT&T  to  replace  revenues  lost 
as  a  result  of  them  by  raising  the  cost^f  ordinary  service 
to  the  average  subscriber;  and  secondly,  that  continued 
interconnection  of  alien  equipment,  even  with  "certifica- 
tion," might  convpromise  the  integrity  of  the  whole  system, 
causing  cross  talk,  wrong  numbers,  line  noise,  and  biUing 
errors— almost  all  the  horrors  of  the  service  crisis. 

As  to  intercity  leased  private  lines,  deButts  maintained 
that  the  FCC  was  being  unfair  by  encouraging  competitors 
to  try  to  grab  the  cream  of  the  business,  the  profitable 
high-volxjme  traffic  such  as  that  between  New  York  and 
Chicago,  .while  requiring  AT&T  not  only  to  maintain,  but 
to  put  at  the  disposal  of  its  competitors,  the  lower-volume, 
high-cost  and  often  unprofitable  links  between  lesser  cities. 
The  eflFect,  deButts  said,  would  be  to  force  the  Bell  System 
to  abandon  its  long-time  policy  of  nationwide  rate  averag- 
ing—using revenues  from  high-volume  circuits  to  partially 
subsidize  low-volume  ones— and  thus  to  penalize  the  users 
of  low-volume  circuits  by  forcing  them  to  pay  higher  rates. 

DeButts'  speech  was  only  the  initial  salvo.  Early  in  1974 
the  infantry  and  artillery  were  moved  into  place;  the  whole 
panoply  of  AT&T  public-relations  power  was  applied  to 
an  attempt  to  win  the  public  to  the  company's  point  of 
\ie\v  rather  than  the  FCC's.  It  included  an  elaborate  slide- 
and-film  presentation,  to  be  delivered  around  the  country 
to  whoever  would  listen,  that  featured  the  statement,  "The 


telecommunications  industry  is  fast  approaching  what  may 
be  a  significant  crossroads  in  its  history." 

Was  it  really?  The  interconnect  and  specialized-com- 
mon-carrier  industries'  few  hundred  million  dollars  a  year 
were  a  drop  in  the  bucket  compared  with  the  Bell  System's 
annual  revenues  of  over  $25  billion.  Even  looking  ahead 
a  couple  of  years,  the  Bell  System  in  1974  projected  a 
1976  revenue  loss  due  to  competition  with  specialized  com- 
mon carriers  of  only  $220  million.  At  the  time  AT&T  be- 
gan its  all-out  campaign,  it  looked  as  if  an  elephant  were 
trampling  a  mouse— a  fact  that  AT&T  realized  well  enough; 
an  internal  company  report  in  1974  warned  that,  as  regards 
the  principle  of  free  competition,  "our  argument  asks  the 
public  to  accept  the  antithesis  of  what  they  have  been 
encultured  to  believe." 

But  deButts  believed  that  much  more  than  money  was 
involved,  and  that  the  risk  of  public  obloquy  was  worth 
taking.  To  him  the  issue  was  clear;  "No  system  of  certifica- 
tion we  can  envision,  and  no  interface  equipment,  can 
provide  a  fully  adequate  alternative  to  the  unequivocal  and 
undivided  responsibility  for  service  that  the  common-car- 
rier principle  imposes."  His  assistant,  Alvin  von  Auw,  put 
the  matter  more  broadly:  "The  fundamental  basis  of  our 
business  is  under  attack  on  a  broad  scale." 

The  basic  and  permanent  philosophical  dilemma  of 
AT&T— that  its  efi^ective  low-cost  operation  as  a  monopoly 
defies  the  deep-seated  American  belief  that  the  consumer 
is  served  best  by  free  competition— was  brought  sharply 
into  focus. 

That  deButts  was  right,  at  least  from  AT&T's  point  of 
view,  to  take  a  strong  and  unpopular  stand  is  suggested 
by  the  fact  that  hardly  more  than  a  year  later  the  mat- 
ter of  telephone  competition  would  move  from  the  FCC 
to  the  courts  in  the  largest  federal  antitnist  suit  ever  filed. 

([^^^^mnes  retired  as  chairman  and  chief  executive  of- 
^^  ficer  in  March  1972,  the  month  he  turned  sixty- 
five  and  only  a  year  and  eight  months  before  his  death. 

All  but  imnoticed  amid  the  storms  and  turmoils  of  his 
term  in  oflBce  had  been  steady  progress  in  network  growth 
and  technical  innovation.  In  1967  the  first  dialed  calls 
from  New  York  to  London  and  Paris  were  made;  in  1968 
Data-Phone  50,  a  new  high-speed  switched  service  for 
transmitting  computer  data  and  facsimile,  went  into  ser- 
vice; in  1970  a  new  transatlantic  cable,  the  fifth,  was  put 
in  service,  and  Picturephone  service  was  first  oEFered  com- 
mercially, and  in  1971  Data  Under  Voice,  a  new  tech- 
nological development  of  great  importance  permitting  data 
signals  to  hitchhike  on  existing  microwave  radio  systems, 
was  announced,  and  Bell  System  telephones  in  service 
passed  the  one  hundred  million  mark. 

In  perspective,  it  was  a  technological  miracle,  a  prodigy. 
Romnes,  the  engineer  with  humanist  leanings,  had  quietly 
seen  that  the  engineering  job  had  got  done  while  publicly 
displaying  the  himianist  leanings.  A  chastened  Bell  System 
was  devoting  itself  more  single-mindedly  to  telephony  than 
at  any  time  since  its  early  days.  Superficially  it  seemed  that 
under  deButts  the  company  was  heading  into  a  period  of 
calm  and  orderly  expansion  comparable  to  Kappel's. 

That  impression  was  drastically  wrong.  Expansion  would 
take  place,  and  earnings  would  increase;  but  nothing  would 
be  calm  and  orderly.  In  1974,  two  years  after  assuming 
ofiBce,  deButts  would  say  to  a  visitor,  almost  wistfully, 
"You  know,  wasn't  Fred  Kappel  lucky,  in  that  good  quiet 


FORBES,   JANUARY   1,    1976 


223 


period  with  all  that  clear  sailing  he  had?" 


(jT^yMQ  thunderclap  in  whose  aftermath 
^  the  first  century  of  AT&T  and  the 
telephone  would  end  came  on  Novem- 
ber 20,  1974.  It  was  the  federal  gov- 
ernment's second  antitrust  suit  to  break 
up  the  Bell  System,  and  it  marked- 
after  the  Kingsbury  Commitment  of  1913, 
the  FCC  investigation  of  1935-39,  and 
the  previous  antitrust  case  of  1949-56-the  fourth  historic 
confrontation  between  AT&T  and  the  United  States  gov- 
ernment. Rightly  or  wrongly,  the  Bell  System  would  ap- 
proach its  centennial  on  trial  for  its  life. 

The  suit  provided  for  the  possibihty  at  most  of  total 
dismemberment  of  the  Bell  System.  And  the  nature  of  the 
violations  alleged  in  the  complaint  made  plain  what  the 
burden  of  the  government's  argument  would  be. 

The  most  specific  of  these  charges  concerned  alleged 
attempts  by  AT&T  to  obstruct  interconnection  of  compet- 
ing terminal  equipment  and  specialized-common-carrier 
equipment,  all  of  which  was  technologically  new  since 
19.56.  The  government  was  going  to  argue  that  new  tech- 
nology and  new  FCC  policies  since  that  date  had  made 
the  old  consent  decree  obsolete. 

"Our  case  is  based  entirely  on  [AT&Ts]  post-Decree 
conduct,"  a  government  lawyer  would  declare  in  a  later 
court  proceeding;  and  while  not  all  his  government 
colleagues  strictiy  agreed  with  him  on  that  point,  the  fact 
seemed  to  be  that— although,  strangely  enough,  the  FCC 
had  not  even  been  notified  of  the  suit  before  it  was  filed— 
the  new  case  was  based  solidly  on  the  argument  that  the 
recent  FCC  decisions  opening  up  spyecific  areas  of  tele- 
communications to  competition  had  created  new  conditions 
that  made  the  continued  existence  of  an  integrated  Bell 
System  no  longer  legal  or  in  the  public  interest. 

AT&T's  first  reaction  was  one  of  shock  and  intransigence. 
DeButts,  the  deceptively  mild-mannered  North  Carolinian 
who  had  previously  dug  in  his  heels  on  FCC  competition 
policies,  now  dug  them  in  again  on  legal  action  arising 
out  of  those  pohcies.  In  a  statement  made  immediateh' 
after  the  fiUng,  he  pronounced  himself  "astonished"  at  the 
government's  action,  and  went  on  to  say  that  the  divesti- 
tures being  sought  "could  lead  to  fragmentation  of  re- 
sponsibihty  for  the  nation's  telephone  network"  and  "de- 
stroy a  unique  national  resource,"  with  the  result  that 
"telephone  service  would  deteriorate  and  cost  much,  much 
more."  The  following  day,  at  a  crowded  press  conference 
at  195  Broadway,  he  declared  firmly  that  it  was  AT&T's 
intention  to  fight  the  suit  to  the  end  this  time  around, 
rather  than  seek  a  consent  decree. 

As  for  the  Justice  Department,  a  spokesman  for  it  con- 
ceded at  the  outset,  "I  don't  believe  we  can  promise  that 
winning  this  suit  \s  going  to  lower  rates"— but  insisted  the 
law  was  the  law  and  must  be  enforced. 

With  the  battle  hnes  thus  drawn,  the  long  but  neces- 
sary legal  gavotte  leading  to  a  trial  began.  On  Februar> 
4,  1975,  AT&T  filed  its  answer  to  the  government  com- 
plaint, challenging  the  validity  of  the  entire  action  on 
grounds  that  the  legislative  history  of  the  telecommunica- 
tions industry-the  Graham-Willis  Act  of  1921  and  the 
Communications  Act  of  1934-indicated  the  intent  of  Con- 
gress to  maintain  the  integrated  structure  of  the  telephone 
industry,  and  that,  moreover,  that  intent  had  already  been 


Romnes  faced  a 
whirlwind:  service  crises, 
minority  pressures, 
big  money  needs. 


judicially    confirmed   by    the 
consent  decree  of  1956. 

Meanwhile  the  two  sides 
were  engaged  in  initiating 
what  is  known  legally  as  a 
discovery  process— the  ex- 
change of  pertinent  docu- 
ments and  the  estabUshment 
of  ground  rules  concerning 
their  handUng  and<ietention. 

On  Februar>'  18  and  20, 
1975,  there  were  arguments 
before  the  presiding  judge- 
Joseph  C.  Waddy  of  the  U.S. 
District  Court  in  Washing- 
ton—on this  matter  and  on 
the  question  of  the  retention 
of  AT&T  documents  germane 
to  the  case  that  were  held  by 
government  agencies  other 
than  the  Justice  Department. 

On  February  27,  Judge 
Waddy  on  his  own  motion  or- 
dered that  prior  to  the  start 
of  a  trial  the  two  sides  must  ■^■^"^^^"■■^ 
give  their  answers  on  three  matters  of  a  sort  known,  in  ele- 
gant legal  parlance,  as  "threshold  questions":  first,  should 
the  Washington  court,  rather  than  the  New  Jersey  court 
that  had  heard  the  1949-56  case,  have  jurisdiction  over 
this  one?  second,  did  the  1956  consent  decree  bar  the 
new  action  in  whole  or  in  part?  and  third,  was  the  suit 
barred  in  whole  or  in  part  by  reason  of  the  extensive  reg- 
ulation to  which  the  Bell  System  was  subject? 

Threshold  or  not,  these  questions  were  crucial:  affirma- 
tive answers  to  either  the  second  or  the  third  would  lead 
logically  to  dismissal  of  all  or  part  of  the  suit. 

After  both  sides  had  filed  detailed  memoranda  on  them, 
the  threshold  questions  were  argued  orally  in  Washington 
on  July  23,  1975,  in  the  first  dramatic  confrontation  of 
the  case— a  legal  proceeding  attended  chiefly,  apart  from 
the  litigants  themselves,  by  interested  legal  professionals, 
with  no  general  reporters  present  and  with  no  sub- 
sequent newspaper  or  wire-service  coverage;  and  yet  a 
landmark  argument  in  modern  telecommunications  his- 
tory and,  in  a  sense,  in  American  social  history. 

The  scene  was  Judge  Waddy's  courtroom  on  the  sec- 
ond floor  of  the  federal  courthouse  on  Constitution  Ave- 
nue, across  the  hall  from  the  room  where  Judge  John 
Sirica  had  conducted  the  Watergate  cases. 

Behind  the  bench  at  the  far  end  sat  Judge  Waddy,  a 
man  of  about  sixty,  a  little  gray,  with  an  amiable  manner 
but  also  a  distinct  air  of  command,  and  now  hearing  only 
the  second  antitrust  case  of  his  career. 

On  the  left  side,  as  one  faced  the  judge,  sat  the  law- 
yers for  the  defense:  Mark  Garlinghouse,  as  AT&T  general 
counsel;  Harold  Levy,  head  of  a  team  of  twenty-two  AT&T 
lawvers  working  full-time  on  the  antitrust  cases  under 
Garlinghouse's  direction;  George  Saunders,  antitrust  ex- 
pert for  the  Chicago  law  firm  of  Sidley  and  Austin,  who 
would  do  the  actual  arguing  for  AT&T;  and  another  "out- 
side" c-ounselor,  Leonard  Joseph  of  the  New  York  firnt 
of  Dewey,  Ballantine,  Bushby,  Palmer  and  Wood. 

On  the  right  side  were  the  lawyers  for  the  government, 
two  young  people  of  conservative  mien,  entirely  without 
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hallmarks  of  the  youth  culture:  Philip 
L.  Verveer,  in  his  early  thirties,  shy, 
slight,  clean-shaven,  with  an  air  of 
high  seriousness;  and  Barbara  Reeves, 
not  yet  thirty,  pleasant-looking,  skirt 
above  her  knees  but  not  flamboyantly 
so,  who  had  been  chosen  for  the  case 
because  she  had  helped  write  the 
government  briefs  in  two  recent  Su- 
preme Court  cases  that  were  believed 
by  AT&T  to  be  relevant  to  this  one, 
and  who,  not  without  apparent  and 
understandable  awe,  was  about  to 
make  the  first  oral  argument  of  her 
life  for  the  Department  of  Justice. 

Each  side  was  permitted  two  hours 
for  argument,  and  each  side  used  its 
full  time,  with  the  judge  interrupting 
their  arguments  frequently  with  ques- 
tions that  reflected  close  and  detailed 
study  of  the  case  and  its  complex  is- 
sues. As  to  the  jurisdiction  of  the 
Washington  court  rather  than  that  of 
New  Jersey  or  some  other  district,  nei- 
ther side  objected  to  Washington,  and 
the  matter  was  quickly  dropped. 

Saunders  then  launched  into  the 
argument  for  the  defense.  Speaking, 
as  lawyers  seldom  do  under  such  cir- 
cumstances, entirely  without  notes- 
he  had  previously  written  out  sever- 
al versions  of  his  presentation,  more 
or  less  memorized  them,  and  then 
thrown  the  papers  away— he  laid 
heavy  stress  on  the  doctrine  of  res  ju- 
dicata, "a  mattej  already  decided." 

The  main  plea  of  the  government 
complaint  was  that  AT&T  and  West- 
em  Electric  be  separated;  the  asso- 
ciation between  the  two  companies 
dated  from  1882;  the  government 
had  previously  sued  for  their  separa- 
tion in  the  1949-56  case  and  had 
failed  to  achieve  it;  therefore,  Saun- 
ders insisted,  res  judicata  barred  the 
new  action  insofar  as  it  referred  to 
acts  of  AT&T  before  the  consent  de- 
cree of  1956— and  those  acts,  of 
course,  included  its  acquisition  of 
ownership  of  Western  Electric.  In- 
deed, Saunters  insisted,  under  the 
provisions  of  the  Communications  Act 
of  1934,  "if  this  Court  entered  an  or- 
der breaking  up  the  Bell  System,  the 
[Federal  Communications]  Commis- 
sion could  put  it  back  together  tomor- 
row .  .  .  and  immunize  it  expressly 
from  the  antitrust  laws." 

But  of  course,  the  complaint  spec- 
ified actions  of  AT&T  long  since 
1956,  alleging  that  it  had  obstructed 
competition  in  fields  recently  opened 
up  by  technical  advance  and  by  de- 
cisions of  the  FCC.  Saunders  argued 
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that  since  AT&T's  actions  in  those  mat- 
ters are  subject  to  "pervasive  regula- 
tion" by  the  FCC  and  the  state  regula- 
tory commissions,  those  regulatory  bodies 
have  "exclusive  jurisdiction"  over  such 
actions  of  AT&T  and  court  jurisdiction 
was  accordingly  barred. 

Antitrust  laws,  so  Saunders  contend- 
ed, simply  cannot  be  applied  to  activ- 
..^^  ities  in  a  regulated  industry  where   to 

do  so  would  subject  companies  within  that  industry  to 
conflicting  standards-in  this  case,  the  public-interest  stan- 
dard of  the  FCC  versus  the  free-competition  standard  be- 
hind the  antitrust  laws. 

To  buttress   this  part  of  his  case,   Saunders  had  the 

advantage  of  two  judicial 
windfalls.  Only  a  month 
earher,  the  Supreme  Covirt 
had  decided  two  impor- 
tant cases  in  a  way  that 
seemed  to  make  his  very 
point.  In  Gordon  v.  New 
York  Stock  Exchange,  it 
had  found  that  inasmuch 
as  the  Exchange  is  close- 
ly regulated  by  the  Se- 
curities and  Exchange 
Commission,  "implied  re- 
peal of  the  antitrust  laws 
is,  in  fact,  necessary  to 
make  the  Exchange  Act 
work  as  it  was  intended." 
In  a  similar  case,  U.S.  v. 
National  Association  of  Se- 
curities Dealers,  the  Court 
had  ruled,  in  almost  the 
same  language:  "Here  im- 
plied repeal  of  the  anti- 
trust laws  is  necessary  to 
make  the  [regulatory  sys- 
tem] work." 

The  issue,  perhaps  as 
complex  and  intellectually 
interesting  as  any  in  Amer- 
ican jurisprudence— and  as 
old  as  regulation  of  busi- 
ness and  antitrust  laws 
themselves— was  the  ex- 
tent to  which  those  two 
methods  of  controlling  the 
power  and  rapacity  of 
^^-^-^— ^— — ^—  free  enterprise  are  mu- 
tually exclusive,  and  the  first  confers  immunity  against 
the  second.  In  broad  language,  the  Supreme  Court  had 
said  the  antitrust  laws  must  be  inapplicable  where  per- 
vasive regulation  exists-as  Saunders  insisted  it  did  in  the 
case  of  AT&T. 

Needless  to  say,  the  Justice  lawyers  took  a  diflPerent  view. 
Richard  Verveer-brushing  aside  the  res  judicata  argu- 
ment by  saying  that  the  government  case  was  based  entire- 
ly on  actions  of  AT&T  since  the  consent  decree  of  1956, 
and  therefore  could  not  be  "a  matter  decided"  in  that 
decree-put  his  emphasis  on  the  question  of  jurisdiction 
between  the  antitrust  laws  and  the  FCC.  It  was  his  con- 


Dial-a-Joke's  first  comedian, 
Henny  Youngman.  Dial  ser- 
vices are  an  attempt  to  return 
to  the  old  town  or  country 
operator  who  gave  callers 
the  time,  weather  or  gossip. 


tention  that  the  illegal  acts  alleged  against  AT&T  were 
simply  not  controllable  by  the  FCC  under  its  mandate. 

But  on  this  point  Judge  Waddy  intervened  with  some 
hard  questions.  "I  will  tell  you  quite  frankly,  I  am  having 
diflBculty  finding  out  exactly  what  you  are  complaining 
about,"  the  judge  said. 

In  reply,  Verveer  listed  the  specifications  in  the  com- 
plaint: that  AT&T  had  withheld  interconnection  rights  to 
specialized  common  carriers,  that  it  had  resisted  intercon- 
nection of  competing  terminal  equipment,  and  so  on.  In 
each  case.  Judge  Waddy  asked  whether  the  matter  was  a 
subject  of  inquiry  by  the  FCC,  and  in  each  case  Verveer 
had  to  concede,  with  certain  qualifications,  that  it  was. 

So  the  arguments  went.  In  the  afternoon,  as  the  govern- 
ment's allotted  time  was  running  out.  Miss  Reeves,  came 


When  Picturephone  service  uas  tirst  offered  commercial- 
ly in  1970,  many  greeted  it  with  mixed  emotions,  fearing 
that    it    was    a    sort    of    1984-ish    invasion    of    privacy. 

forward  to  speak  on  her  area  of  special  knowledge,  those 
two  recent  Supreme  Court  cases.  ("Is  that  Miss  Reid?" 
Judge  Waddy  asked.  "Reeves,  may  it  please  the  Court,"' 
replied  Miss  Reeves,  in  a  firm  voice.)  In  the  NASD  case, 
she  pointed  out,  the  Court  had  made  a  finding  not  quoted 
by  Saunders,  which  "imphed  antitrust  immunity  is  not 
favored  and  can  be  justified  only  by  a  convincing  show 
of  clear  repugnancy  between  antitrust  laws  and  the  regu- 
latory system." 

The  argument,  in  its  last  stages,  came  down  to  the 
meaning  of  the  word  "repugnancy."  (In  logic,  the  word 
"repugnancy,"  derived  from  the  Latin  repugnans  by  way 
of  Old  French  and  Middle  English,  means  "inconsistency'" 
or  "contradiction.") 

Was  there  or  wasn't  there,  in  the  field  of  telecommuni- 
cations, a  clear  repugnancy  between  antitrust  laws  and 
the  regulatory  system?  Verveer  and  Miss  Reeves  thought 
not;  Saunders  and  his  colleagues  thought  so. 

When  the  arguments  were  over,  Judge  Waddy  said, 
"I  will  take  this  matter  under  advisement.  You  are  not 
to  take  any  heart  on  either  side  as  to  the  questions  I've 
asked.  They  indicate  no  point  of  view." 

The  cotirt  was  adjourned,  the  lawyers  shook  hands,  and 
everyone  went  home.  Two  weeks  later.  Judge  Waddy 
requested  that  the  FCC,  which  so  clearly  had  a  large 
role  in  the  case,  submit  comments  in  a  "friend  of  the 
court"  brief.  So  the  matter  stands. 

The  prospect  late  in  1975  was  that  getting  the  case 
ready  for  trial  would  take  two  or  three  years,  and  that  the 
trial  itself  would  take  three  or  four  years  more,  and  subse- 
quent appeals  a  year  or  more  after  that. 

Thus  the  earth  may  very  likely  be  well  into  the  1980s 
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before  the  government's  second  suit  to  break  up  the  Bell  System  is  finally 
concluded.  New  events  now  unimaginable  will  have  taken  place;  a  po- 
litical climate  now  unimaginable  will  prevail. 

If  the  government  finally  loses,  the  Bell  System's  structure  will  continue 
as  it  is  now.  If,  on  the  other  hand,  the  goverrunent  succeeds  in  achieving 
its  principal  purpose,  that  of  separating  Western  Electric  from  AT&T— and 
the  FCC  or  Congress  itself  does  not  then  reverse  the  action,  as  suggested 
by  Saunders  in  his  argument— what  will  be  the  consequence  for  telephone 
users,  for  the  Bell  System,  and  for  AT&T  stockholders? 

As  to  telephone  service,  AT&T  is  firmly  convinced  that  the  fragmentation 
of  supply  service  and  possibly  operating  units  would  result  in  less  eflBcient 
service,  while  the  increase  in  supply  costs  brought  about  by  free-market 
supply  conditions  would  result  in  higher  rates.  The  Justice  Department  itself 
does  not  promise  better  service  or  lower  rates  should  it  prevail. 

As  to  the  Bell  System,  in  its  altered 
form  it  would  go  on.  Telephone  ser- 
vice would  not  come  to  a  stop.  How- 
ever useless  toward  achieving  any  val- 
id social  purpose,  the  change  would 
be  no  major  disaster  for  American  tele- 
phony. DeButts,  in  a  television  in- 
terview four  days  after  the  filing  of 
the  suit,  conceded  that  with  West- 
em  Electric  divestiture,  although  the 
System  would  work  less  efficiently,  "It's 
possible  for  it  to  work,"  probably 
with  the  intervention  of  some  form  of 
national  coordinating  body  to  replace 
the  coordination  made  possible  by  uni- 
fied ownership  and  management.  Nor 
would  the  Bell  System  be  a  thing  of 
the  past.  Even  without  Western  Elec- 
tric—indeed, even  without  Western 
Electric  and  Long  Lines— it  would  still 
be  the  dominant  element  in  Ameri- 
can telephony  and  one  of  the  larg- 
est of  American  corporations. 
Finally,  how  would  AT&T  stockhold- 
^^^^""  ers  fare?  Presumably,  after  the  dives- 

titure they  would  find  themselves  stockholders  not  in  one  company  but  in 
several;  in  addition  to  their  shares  in  AT&T,  they  would  have  shares  in  each 
of  the  various  companies  into  which  Western  Electric  was  split. 

It  seems  logical  to  some  (though  not  all)  financial  analysts  to  assume 
that  Western  Electric,  freed  of  the  price  constraints  imposed  by  the  reg- 
ulatory process,  and  able  to  take  competitive  advantage  of  its  skill  and  ef- 
ficiency, would  be  a  highly  successful  company  or  group  of  companies. 
But  it  may  logically  be  supposed  that  the  Bell  operating  companies,  de- 
prived of  its  integrated  supply  arm  and  forced  to  pay  more  for  equipment, 
would  become  less  successful.  Present  stockholders  might  lose  as  much  or 
more  on  their  new  AT&T  stock  as  they  gained  on  their  Western  Electric  stock. 
Some  shrewd  and  impartial  observers  believe  that  even  though  Western 
Electric  divestiture  would  result  in  less  efficient  service  at  higher  prices,  it  is 
inevitably  coming  sooner  or  later  anyhow,  because  of  the  American  public's 
deep-seated  hatred  of  monopoly  and  love  of  the  idea  of  free  competition. 
In  any  case,  such  observers  argue,  divestiture,  while  harmful  to  the 
System,  would  be  far  from  disastrous  to  it,  and  might  actually  represent  a 
lesser  concession  to  popular  and  political  pressure— and  a  lesser  abandon- 
ment of  monopoly  power— than  did  the  Kingsbury  Commitment  of  1913. 
Accordingly,  the  argument  goes,  AT&T  ought  to  agree  voluntarily  to  sell  its 
stock  in  Western  Electric,  as  a  sacrifice  of  the  ideal  of  the  best  service  at 
the  least  cost  on  the  altar  of  public  approbation  and  political  peace. 

Clearly  enough,  as  the  Bell  System  approached  its  centennial  that  view 
was  not  shared  by  AT&T's  hound-dog-tenacious  chief  executive  officer, 
John  D.  deButts.  ■ 


John  deButts'  task  is  fundamental: 
preserving  the  Bell  System,  now 
under  its  greatest  attack  since  1913. 
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"His  basic  strategy 
consists  of  handshaking 
and  street- cornering 

his  way  into  familiarity" 


PHOTO:  STEVE  DEAL 


"Jimmy  who?  That  derisive  question  was  often  asked  in  Georgia  when  the  peanut  farmer 
first  ran  for  governor  in  1966.  But  not  when  he  made  it  on  his  second  try.  in  1970." 


The  handshaker  and  street-cornerer 
is  Jimmy  Carter,  ex-Governor  of  Geor- 
gia and  the  subject  of  a  capsule  biog- 
raphy,  one   of  a  series  exclusive  in 
TIME,  on  1976's  presidential  hopefuls. 

You  might  have  begun  this  article 
thinking  "Jimmy  who?"  But  after  you 
were  finished  you  would  know  him  well. 


The   series   Candidates    '76   demon- 
strates a  basic  habit  of  mind  at  TIME: 
that  you  understand  the  news  better 
when  you  understand  the  people  who 
make  the  news. 

You  know  what  TIME  does.  And 
reading  it  every  week  reminds  you 
how  well. 


Th§  Weekly  Newsmagazine 
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Composed  of  the  following: 

Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production! 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

Consumption 

•  How  much  are  people  spending?  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services?  (US.  Dept  of  Labor 


1975 

service  price  index  related  to  the  consumer 
price  index) 

Income 

•  How  much  are  workers  earning?  (Dept  of 
Commerce  personal  income,  wage  and  salary 
disbursements } 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


Market  Comment 


Neither  Bull  IMor  Bear 


By  L  O.  Hooper 


At  the  beginning  of  each  new  year, 
economic  and  investment  observers 
are  expected  to  polish  their  crystal 
balls  and  to  perform.  Often,  it  has 
been  a  routine  exercise;  more  of  the 
same  is  usually  expected.  WTiether  we 
forecasters  admit  it  to  ourselves  or  not, 
we  tend  to  be  influenced  by  the  pub- 
lic's appetite  for  optimism.  Too  many 
times,  I  fear,  these  year-end  reviews 
or  year-beginning  outlooks  are  bland 
attempts  to  fill  space  rather  than  con- 
tributions' to  the  art  of  economic  di- 
agnosis or  worthwhile  contributions 
to  investor  intelligence. 

This  year,  in  this  column,  I  am 
making  a  determined  attempt  to 
abandon  the  conventional.  I  am  writ- 
ing what  I  think  should  be  said.  It 
won't  please  the  rampant  bulls  on 
stocks  and 'recovery,  nor  will  it  pro- 
vide much  nourishment  for  hungry 
bears.  I  suspect  that  1976,  even 
though  it  is  the  bicentennial  year  and 
an  election  year,  will  be  a  year  of 

Mr.    Hooper   is  vice   president  of  the  NYSE  firm  of 
Thomson  &   McKinnon  Auchincloss  Kohlmeyer  Inc. 


false  starts  in  both  directions  and  that 
we  won't  make  much  sustained  prog- 
ress either  way. 

Indeed,  I  wonder  if  the  year  just 
beginning  may  not  be  one  of  establish- 
ing a  backgroimd  for  1977  and  1978, 
rather  than  a  year  in  which  we  build 
on  what  has  already  happened  in 
1975.  The  vigor  of  the  business  and 
economic  recovery,  which  at  times 
last  year  was  so  promising,  is  current- 
ly restrained  by  threatened  cracks  in 
the  credit  structure  developing  from 
doubtful  loans  to  states  and  munici- 
palities, by  the  results  of  speculative 
real  estate  ventures,  and  by  bad  loans 
to  corporations  and  individuals. 

Patching  up  New  York  City  with 
chewing  gum  and  sticking  plaster 
really  does  not  solve  fundamental 
problems,  even  in  Gotham;  and  what 
happens  in  New  York  is  enough  of  an 
object  lesson  elsewhere  to  restrain 
both  borrowing  and  lending.  New 
York's  message,  it  seems  to  me,  is 
being  heard  by  industry  as  well  as 
by  other  municipalities— and  certainly 


by  the  banks  and  the  general  public. 

Without  a  doubt,  the  automobile 
industry  looks  better.  American  pro- 
ducers at  long  last  are  making  the 
type  of  car  the  public  demands,  cars 
which  effectively  compete  with  im- 
ports. This  basic  industry  will  have 
a  better  year  in  1976  than  in  1975, 
but  there  are  few  indications  that  the 
nation  will  reequip  itself  with  a  dif- 
ferent type  of  car  fast  enough  to  make 
for  a  really  big  boom  this  year. 

The  other  boom-creating  industry  is 
residential,  commercial  and  industrial 
building.  All  you  have  to  do  to  under- 
stand the  outlook  for  commercial 
building  is  to  seek  bargain-rented 
space  in  the  overbuilt  downtown  sec- 
tion of  any  big  city.  Most  companies 
are  cutting  back  on  their  building  of 
new  plant  and  equipment.  Many 
young  families  can  not  afford  to  buy  a 
new  house.  Residential  building  will 
probably  do  better  *^his  year  than  last, 
but  it  won't  be  of  boom  proportions. 

Assuming  that  inflation  continues  to 
ease  (as  I  think  it  will),  the  outlook 
for  the  consumer  industry  is  probably 
better  than  for  the  building  industry, 
much  better.  Household  equipment 
wears  out  and  must  be  replaced,  and 
most  consumer  goods  perish  by  con- 
stant using.  There  will  be,  or  should 
be,  some  improvement  in  these  areas 
over  1975— and  that  improvement,  al- 
though scattered,  is  increasingly  visi- 
ble. The  weakness  is  that  incomes 
have  not  been  going  up  as  fast  as 
prices.    There    is    more   resistance    to 
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higher  wages  and  salaries. 

One  other  thing  should  not  be  ne- 
glected. Believe  it  or  not,  when  things 
get  a  litde  tough  the  pubhc  saves  a 
higher  percentage  of  disposable  in- 
come and  spends  a  lower  percentage. 
That  should  be  a  factor  in  interest 
rates.  It  may  help  the  savings  &  loan 
companies,  and  it  may  make  mort- 
gages more  available  at  sUghtly  lower 
cost.  In  fact,  the  availabiUty  of  mort- 
gages has  already  improved. 

Passing  now  from  this  inadequate 
and  incomplete  summary  of  more  ob- 
vious business  influences  in  the  near 
future,  let  us  think  a  little  about  some 
of  the  less  tangible  and  more  debat- 
able factors  confronting  our  welfare 
state.  Taking  the  easy  one  first— the 
Federal  Reserve  is  confronted  with  a 
ready-made  Federal  Government  def- 
icit which  it  is  required  by  law  to 
finance.  This  financing  task  is  in  many 
ways  similar  to  the  task  of  financing 
the  deficits  of  World  War  I  and  World 
War  II.  The  money  is  sure  to  be 
made  available,  and  probably  at  what 
nowadays  can  be  regarded  as  reason- 
able rates.  There  is  not  likely  to  be 
any  shortage  of  loanable  funds  to  bor- 
rowers with  legitimate  needs.  The 
buying  impact  of  this  deficit-created 
cash,  however,  will  be  felt  much  more 
in  the  consumer  industries  than  any- 
where else.  After  all,  the  emphasis  of 
the  welfare  state  is  overwhelmingly 
oonsumer-oriented. 

To  tread  lightly  in  a  more  debat- 
able area,  how  do  you  suppose  the 
Fed  (and  the  Congress)  will  handle 
so-called  "rescue  loans,"  the  requests 
for  credit  to  bail  out  those  in  trou- 
ble? In  the  last  analysis,  I  suppose 
this  will  depend  on  the  attitude  of 
the  big  banks,  which  certainly  are 
highly  influential  in  fixing  Federal 
Reserve  policy  in  such  matters.  Here 
I  am  asking  questions  I  can't  answer. 
I  suspect,  however,  that  of  the  many 
questions  which  will  arise,  not  all  of 
them  can  be  aflBrmatively  answered. 

Finally,  what  about  die  1976  elec- 
tions? With  the  voting  only  ten 
months  away,  there  is  no  clear  indica- 
tion of  the  identity  of  the  candidates, 
of  what  issues  (if  any)  will  predomi- 
nate, or  of  how  the  public  will  react. 
As  far  as  I  can  recall,  this  is  some- 
thing new  in  American  history. 

Party  loyalty  has  almost  ceased  to 
exist.  The  differences  between  the 
two  parties  have  become  increasingly 
blurred,  and  issues  have  become  so 
complex  that  no  intelligent  voter  can 
vote  either  for  or  against  all  the  things 
he  believes  in.  No  wonder  the  voter's 
confusion  has  become  frustration  and, 
currently,  just  pure  disenchantment 
with  everything  political. 

What  will  be  the  economic  and  po- 
litical consequences  of  this  Presiden- 


tial election?  Will  it  be  just  more  of 
the  same?  Or  will  it  mark  the  begin- 
ning of  something  new?  Its  results 
can  be  much  more  important  than 
whether  a  Republican  or  a  Democrat 
is  elected.  Remember  that  the  voters 
are  fed  up.  There's  a  vacuum  of  lead- 
ership here;  and  it  is  a  principle  of 
science,  political  science  as  well  as 
physical  science,  that  vacuums  tend 
to  be  filled.  The  pubHc  is  ready  for 
something  to  happen.  Will  it  happen 
•"  this  year?  This  is  perhaps  the  great 
unknown  in  the  whole  picture. 

So,  it  seems  to  me,  we  enter  1976 
long  on  questions  and  short  on  cer- 
tainties. Perhaps  this  will  be  a  "wait- 
ing" situation  rather  than  one  that  will 
resolve  itself  quickly  into  an  expand- 
ing bull  market  or  even  into  a  longer 
period  of  tiresome  uncertainty.  That 
does  not  mean  that  the  market  is 
likely  to  go  flat  on  us.  It  means  that 
the  outlook  in  the  near  future  is  for 
investment  sentiment  to  continue  to 
blow  hot  and  cold. 

S&Ls  Yes,  Banks  No 

Perhaps  some  interim  ideas  are  in 
order.  One  has  already  been  hinted 
at.  I  like  the  savings  &  loan  shares. 
I  think  thrift  deposits  will  continue  to 
increase,  and  that  there  will  be  very 
little  drain  of  large  deposits  from  the 
savings  &  loans  to  short-term  instru- 
ments offering  a  significantly  high- 
er return.  Most  of  the  California 
savings  &  loan  companies  are  in  excel- 
lent financial  shape,  with  earnings 
trending  upward  and  only  a  negligible 
amount  of  scheduled  items  (loans  in 
arrears).  There  is  a  good  demand  for 
mortgages  at  profitable  rates,  and 
there  is  more  money  to  lend  on  real 
estate  loans.  Most  of  the  S&L  stocks 
are  selling  well  below  book  value. 
One  that  appeals  to  me  on  the  basis 
of  relative  value  is  H.F.  Ahmanson 
(8),  the  largest  of  all.  Others  are 
First  Charter  (12)  and  Imperial 
Corp.  (9).  Golden  West  Financial 
(10)  is  a  fast-growing  company  with 
an  aggressive  management. 

Some  unexpected  dividend  cuts 
and  omissions  are  probable  for  the 
bank  shares.  No  doubt  there  are  some 
bargains  in  this  group,  but  it  is  diffi- 
cult to  separate  the  sheep  from  the 
goats.  I  would  avoid  most  bank  stocks. 

In  spite  of  a  national  policy  de- 
signed to  sweep  our  very  real  energy 
problems  under  the  rug  and  to  dis- 
courage the  development  of  new 
sources  of  oil,  coal  and  nuclear  pow- 
er, I  still  like  the  better  coals,  the 
big  oils  (both  international  and  do- 
mestic) and  the  shares  of  the  energy- 
related  companies,  such  as  ]oy  Man- 
ufacturing (30),  Halliburton  (138), 
Hughes  Tool  (38)  and  speculative 
Gearhart-Owen  (24).   ■ 
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Stock  Comments 


Bonds  vs.  Stocks 


By  Heinz  H.  Biel 


Although  the  heading  at  the  top  of 
this  page  is  "Stock  Comments,"  that 
should  not  preclude  the  discussion  of 
bonds,  whose  importance  as  an  invest- 
ment medium  has  been  greatly  grow- 
ing in  recent  years.  Let  me  start  out 
by  saying  very  bluntly  that  I  do  not 
like  bonds  per  se.  The  main  reason  for 
this  categorical  statement  is  that  in- 
vesting in  bonds  has  become  a  no- 
win  proposition,  at  least  for  the  in- 
come-tax-paying individual  investor. 

In  1975  inflation  abated  a  bit  with 
the  consumer  price  index  rising  by 
"only"  about  7%.  For  this  year  the  in- 
flation rate  has  been  projected  at  any- 
where from  3%  to  over  10%.  If  we  take 
the  average,  it  may  be  around  6%.  An 
investor  holding  a  top-quality  Tele- 
phone bond,  yielding  about  9/4%,  will 
have  a  net  loss  after  paying  federal 
income  taxes  and,  in  many  states, 
state  and  city  income  taxes  as  well. 
As  yields  on  U.S.  Treasury  bonds 
and  notes  and  savings  bank  deposits 
are  lower,  the  economic  loss  is  propor- 
tionately greater. 

The  investor  in  high-grade  tax-ex- 
empt municipals  can  just  about  break 
even  if  he  buys  long-term  bonds  that 
yield  better  than  6%.  But  1975  was  a 
comparatively  good  year  as  far  as  in- 
flation is  concerned.  The  danger  is 
very  real  that  we  will  see  two-digit 
inflation  rates  again,  probably  in  the 
not  very  distant  future.  And  if  we 
think  in  terms  of  the  next  20  or  30 
years— well,  the  prognosis  is  grim.  The 
last  three  decades  were  bad  enough. 
The  way  things  are  going,  the  future 
is  likely  to  be  even  worse. 

If  the  rate  of  inflation  rises,  long- 
term  interest  rates  undoubtedly  will 
increase  too,  perhaps  not  enough  fully 
to  compensate  for  the  greater  shrink- 
age of  the  dollar's  buying  power,  but 
enough  to  depress  bond  prices  below 
present  levels.  If  that  is  the  probable 
scenario,  why  should  anyone  in  his 
right  mind  buy  bonds? 

The  individual  investor— and  I  have 
said  this  many  times  before— should 
avoid  long-t^m  bonds  like  the  plague. 
He  has  little  to  gain  and  too  much 
to  lose.  The  exception  is  the  elderly 
person  with  limited  life  expectancy, 
who   needs   the  maximum   secure  in- 
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come  now.  He  obviously  couldn't  care 
less  about  the  distant  future.  Apres 
nous  le  deluge. 

It  is  an  entirely  different  story  for 
insurance  companies  and  pension 
funds.  Their  obligations  are  in  dol- 
lars, regardless  of  what  dollars,  pay- 
able in  20  or  30  years.  Actuarially 
speaking,  a  9%  return  on  the  invest- 
ment is  just  fine  for  them,  especially 
considering  the  bloodbath  they  ex- 
perienced when  they  ventured  into 
the  stock  market. 

The  average  bond  yields  about 
twice  as  much  as  the  average  com- 
mon stock,  and  p>erhaps  three  or  four 
times  more  than  most  of  the  favored 
blue  chips.  In  other  words,  stocks  will 
have  to  appreciate  steadily  to  com- 
pensate for  the  lower  income  return. 
The  trouble  is  that  sometimes  they 
don't,  and  there  is  no  assurance  that 
they  will  do  so  in  the  years  ahead. 

Short-Terms  Only 

I  am,  and  always  have  been,  partial 
towards  common  stocks.  At  least  they 
give  the  investor  a  chance  to  beat  in- 
flation. Keep  in  mind  that  the  Stan- 
dard &  Poor's  composite  index  is  based 
on  the  average  of  1941-43  equaling 
10.  Right  now  that  index  stands  at 
•87,  beating  inflation  by  a  wide  mar- 
gin. But  few  investors  want  to  be,  or 
should  be,  entirely  wedded  to  equi- 
ties. There  are  extended  periods,  as 
we  remember  only  too  well,  when  it 
is  prudent  as  well  as  profitable  to  car- 
ry less  than  the  usual  quota  of  stocks. 
That  is  where  bonds  come  in:  short- 
term  bonds. 

Funds  that  should  be  absolutely 
liquid  can  be  kept  conveniently  in 
U.S.  Treasury  bills,  savings  banks  or 
the  numerous  money  funds  {see 
Forbes,  Dec.  15,  1975,  p.  57)  where 
yields  are  presently  in  the  5J4%  to  6% 
range.  Where  instant  liquidity  is  not 
essential,  such  money  should  go  into 
intermediate-term  bonds,  with  a  maxi- 
mum maturity  of  ten  years,  but  pref- 
erably five  years  or  less. 

If  the  objective  is  the  near-preser- 
vation of  capital  to  the  greatest  pos- 
sible degree,  quality  must  be  unques- 
tionably high,  triple  or  double  A.  The 
shortness  of  matmity  assures  that  the 
price  of  a  bond  will  not  deviate  great- 
ly from  par.  Here  are  some  examples: 


U.S.  Treasury  8.5%  notes,  due  Sept. 

1979,  yielding  7.8%  (all  U.S.  Trea- 
sury bonds  and  notes  can  now  be 
bought  in  modest  amounts  on  the 
American  Stock  Exchange);  the  new 
World  Bank  five-year  notes,  yielding 
8.35%;  Kingdom  of  Norway  8^%,  due 

1980,  rated  AAA,  yielding  8.7%;  Pa- 
cific Tel  &  Tel  9%,  due  1982,  yielding 
8.2%;  General  Motors  Acceptance  5% 
debentures,  due  1982,  yielding  8.4%. 
Highest-grade  intermediate  tax-ex- 
empts, like  the  new  State  of  Minnesota 
bonds,  yield  about  5%  for  an  8-year 
maturity.  Obviously,  their  attractive- 
ness depends  on  the  individual's  tax 
bracket. 

Recently  there  have  been  a  number 
of  offerings  of  preferred  stocks  by 
electric  utilities.  They  are  usually 
priced  at  around  $25  a  share,  which  is 
designed  to  attract  the  small  investor 
who  might  shy  away  from  stocks 
priced  at  100.  These  preferred  stocks 
offer  tempting  returns  of  around  11%. 
My  advice  is:  Don't  be  tempted. 

Having  no  fixed  maturity  date,  pre- 
ferred stocks  are  completely  at  the 
mercy  of  the  market.  If  long-term  in- 
terest rates  should  rise  from  11%  to, 
say,  14%,  a  distinct  possibility  even 
during  the  next  five  years,  the  price 
of  such  a  preferred  stock  would  drop 
by  over  20%.  The  only  redeeming  fea- 
ture of  a  preferred  stock  is  a  sub- 
stantial tax  advantage,  but  that  only 
benefits  the  corporate  investor,  not  the 
individual. 

Furthermore,  these  preferred  stocks 
are  not  even  particularly  cheap.  For 
example,  last  month  Detroit  Edison 
offered  a  $2.75  preference  stock  at 
25  a  share  to  yield  11%.  Several  of 
Detroit  Edison's  longer-term  mort- 
gage bonds  (rated  BBB)  yield  more 
than  that,  and  even  the  12.5%  bonds, 
due  in  October  1979,  i.e.,  within  less 
than  four  years,  yield  better  than  10%. 
Obviously,  the  qualitatively  inferior 
preference  stock  is  no  bargain. 

Judging  by  correspondence  from 
readers,  some  investors  have  difficul- 
ties in  getting  competent  advice  on 
bonds  from  their  brokers  whose  ori- 
entation and  experience  are  towards 
stocks  rather  than  bends.  This  should 
not  be  a  deterrent.  For  a  few  dollars 
one  can  buy  a  Standard  &  Poor's  Bond 
Guide  which  is  pubhshed  monthly.  It 
contains  not  only  the  quality  ratings, 
but  also  a  host  of  other  important 
data  on  just  about  every  corporate 
bond  issue,  with  a  special  section  on 
convertibles.  The  information  is  a  bit 
skimpy  on  tax-exempt  municipal  and 
industrial  revenue  bonds,  because 
their  number  is  so  vast.  This  is  a  spe- 
cialized area  where  expert  advice  will 
be  needed. 

Future  columns  will  again  be  de- 
voted to  discussing  common  stocks.   ■ 


FORBES,   JANUARY   1,    1976 


231 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANOS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 

•  •      •     •     * 

For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


Slocks 


selected  for 
growth  possibilities, 
the  objective  of  Energy  Fund. 


a  no-load  mutual  fund  founded  In  1955 


See  the  complete  portfolio 
I  Send  for  free  prospectus 

NO  LOAD 

NO  SALES  COMMISSION 

NO  REDEMPTION  FEES 

*  Individual  and  corporate 
investment  plans 

•  Individual,  corporate  and 
self  employed  (Keogh) 
investment  plans  available 

MEMBER  NO-LOAD  MUTUAL  FUND  ASSOC. 

Energy  Fund  522  Fifth  Awe. 
New  York,  N.Y.  10036  Dept  F 
(212)  575-7220 

Please  send  me  free  prospectus  and 
other  material  including  your 
complete  record. 

Name 


Address. 
City. 


-State 
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Technician's  Perspective 


A  Mid-900  Dow 

By  John  W.  Schuiz 


Forgive  me  for  paraphrasing  a  tired 
witticism— but  a  funny  thing  hap- 
pened on  the  way  to  1976.  In  early 
December  the  stock  market  took  an 
abrupt  spill,  which  made  sense  to  a 
lot  of  technically  oriented  observers 
and  left  a  lot  of  fundamental  analysts 
outraged.  It  had,  I  thought,  also  left 
many  investors  wondering  what  it  was 
all  about,  especially  since  it  came  im- 
mediately after  the  New  York  prob- 
lem seemed  pretty  well  taken  care  of. 

Technical  analysts  were  looking  at 
a  stock  market  advance,  from  Dow 
lows  of  780-790  in  late  September 
and  early  October,  that  in  November 
was  displaying  some  signs  of  fatigue, 
ostensibly  attributable  to  New  York's 
fiscal  difficulties.  Technicians  were  al- 
so worried  over  traditional  indications 
of  excessive  investor  complacency  (if 
not  excessive  investor  confidence)  — 
mainly,  a  high  ratio  of  bullish  opinion 
among   investment   advisory  services. 

Then,  on  Thanksgiving  Eve,  the 
Administration  agreed  to  help  New 
York  with  short-term  federal  loans, 
and  the  stock  market  celebrated  the 
"rescue"  by  staging  a  last-gasp  rally 
on  Friday,  Nov.  28.  The  DJ  indus- 
trials posted  an  intraday  high  at 
865.25  and  closed  at  860.67,  the 
best  readings  since  mid-July.  But  the 
DJ  transportation  average,  which  had 
registered  a  new  1975  high  (174.57) 
on  Nov.  17,  failed  to  "confirm"  the 
industrials'  Nov.  28  recovery  high. 
For  Dow  Theory  aficionados,  this  non- 
confirmation  signalled  the  onset  of  a 
secondary  reaction;  it  could  also  raise 
some  doubts  about  the  direction  of 
the  stock  market's  primary  trend,  be- 
cause the  industrials  had  failed  to  fol- 
low the  transportation  averages  to  a 
new  1975  high. 

For  most  fundamental  {i.e.,  "value 
oriented")  observers,  the  stock  mar- 
ket's early  December  weakness  did 
not  make  very  much  sense,  and  the 
technical  analysts'  l>earish  consensus 
even  less.  True,  some  observers  were 
concerned  lest  the  Federal  Reserve 
was  about  to  tighten  up  again  on 
money  and  credit  conditions  and  over 
the  possibility  that  the  economy's  re- 
covery might  abort,  at  least  temporar- 
ily, in  a  "double  dip"  (or  even  a  "tri- 
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pie  dip")  before  taking  solid  hold. 

But  a  majority  of  nontechnical  ana- 
lysts were  impressed  by  what  was, 
for  most  of  them,  an  unexpectedly 
prompt  and  vigorous  business  re- 
bound from  a  deep  recession;  by  in- 
dications that,  consequently,  1975 
corporate  aftertax  earnings  had 
slipped  much  less  from  the  1974  total 
than  almost  anyone  had  thought  like- 
ly; and  by  the  resulting  likelihood 
that  1976  earnings  had  an  excellent 
chance  of  approximating  or  maybe 
even  exceeding  the  1974  record.  The 
latter  possibility  could  mean  some- 
thing near  $100  "per  share"  for  the 
Dow.  Besides,  some  fundamentalists 
were  beginning  to  think  of  a  possible 
further  10%  in  earnings  impro\ement 
for  1977.  Given  this  background, 
how  could  anyone  be  more  than  short- 
term  bearish  on  stock  prices? 

Well,  I  don't  propose  to  demon- 
strate here  that— or  why— one  school 
of  thought  is  more  likely  to  be  right 
than  the  other.  After  all,  neither  can 
claim  ownership  of  an  infallible  crystal 
ball.  But  bearing  that  in  mind,  it 
seemed  to  me,  after  the  stock  market's 
early  December  cave-in,  that  the 
technical  bearish  consensus  was  on 
thin  ice  and  that  the  fundamentalists 
tended  to  overestimate  the  bullish  im- 
plications of  earnings  prospects  for 
stock  prices. 

Support  For  The  Bears 

More  immediately,  however,  the 
technical  bears  clearly  had  the  upper 
hand,  so  far  as  the  audience's  atten- 
tion was  concerned.  Investors  were 
no  doubt  remembering  how  stock 
prices  insisted  on  falling  in  1973  and 
1974,  even  though  many  economists 
were  forecasting  better  times  and  bet- 
ter earnings  while  few  anticipatetl  the 
depth  of  the  recession  to  come.  In 
those  years,  the  technical  tiltrabears 
were  right,  while  the  technical  and 
fuiulaincntal  optimists  wound  up  with 
egg  on  their  faces.  No  wonder,  then, 
that  investors  were  more  impressed 
last  month  by  the  technical  bears  than 
by  the  fundamental  bulls. 

Besides,  something  new  had  been 
added:  Institutional  portfolio  man- 
agers, bent  on  improving  performance 
records  badly  damaged  by  the  197.3- 
74  bear  market,  were  paying  incrciis- 
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iiig  attention  to  "market  timing"— i.e., 
to  catching  the  market's  intermediate- 
trend  swings— and  less  attention  to 
longer-term  value  analysis.  Inevitably, 
this  new  preoccupation  meant  more 
widespread  and  intensive  concern 
with  what  technical  analysts  have  to 
say;  much  more  interest,  in  terms  of 
potential  supply  and  demand,  than 
perhaps  at  any  time  in  recent  years. 
With  such  a  powerful  new  follow- 
ing, the  technical  approach  was  up 
against  a  new  problem.  It  was  always 
essentially  a  minority  approach, 
rooted  in  the  old  Dow  Theory  propo- 
sition that  the  stock  market  reflects 
absolutely  all  everybody  knows  about 
business  conditions— that,  in  other 
words,  the  market  knows  more  than 
any  one  investor  or  analyst  and  that 
therefore  the  market's  own  behav- 
ior was  a  reliable  barometer  of  fu- 
ture economic  developments.  Value- 
minded  analysts  found  this  difiBcult  to 
swallow,  especially  as  the  proposition 
was  gradually  extended  to  mean  that 
the  market's  current  behavior  could 
foreshadow  its  own  future  behavior. 

Self-Defeating 

This  extension  has  some  merit,  but 
only  so  long  as  it  is  rejected  by  a 
large  majority  of  stock  market  par- 
ticipants. Once  it  is  embraced  by  too 
many  active  participants,  it  can  be- 
come self-frustrating  ( rather  than  self- 
fulfilling).  For  example,  if  too  many 
investors  sell  in  response  to  technical 
projections  of  an  impending  significant 
decline  in  the  overall  price  movement, 
the  market  conceivably  can  become 
so  heavily  oversold  in  so  short  a  time 
that  the  decline  ends  much  sooner 
and  at  a  much  higher  average  price 
level  than  the  projections  would  "nor- 
mally" have  called  for.  Something  of 
the  sort  may  have  been  in  the  making 
last  month,  when  there  was  a  con- 
certed rush  out  of  stocks  to  beat  a 
perceived  technical  risk  of  a  wide 
drop  through  the  Dow's  "triple  bot- 
tom" near  780. 

If,  under  such  conditions,  the  stock 
market's  ability  to  function  as  a  ba- 
rometer of  itself  is  impaired,  then  it 
would  be  logical  to  place  relatively 
greater  weight  on  fundamental  than 
on  technical"  factors.  But  the  funda- 
mentals, though  seemingly  very  con- 
structive, don't  lead  me  to  expect  a 
huge  advance  any  more  than  the  tech- 
nical background  points  to  a  very 
deep  intermediate  downtrend.  Experi- 
ence suggests  that  price/earnings  ra- 
tios tend  to  decline  cyclically  as  earn- 
ings rise.  Thus'l  find  it  diflBcult  to  en- 
visage the  Dow  much  above  the  lower 
or  mid-  900s,  even  with  1976  earnings 
between  $90  and  $100,  considering 
that  last  month  it  sold  at  about  11 
times  1975's  cyclically  low  earnings.  ■ 
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Speel9l  InfHHhdofif  TfhIOffetl 

Value  Line  for  the  next 
twelve  weeks  for 


only  $29 

•  RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not  already 
had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY  during  the 
past  two  years.  See  for  yourself  how  Value  Line's  investment  advisory  ser- 
vice, though  not  "free  of  charge,"  might  help  you  to  maximize  your  invest- 
ment profit  possibilities  and  reduce  your  investment  risk. 

•  REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  12-week  trial  basis  at  half  the  regular  rate 
to  new  trial  subscribers  only  because  we  have  found  that  a  high  percentage 
of  those  who  once  try  Value  Line  for  a  period  of  months  stay  with  it  on  a 
long-term  basis.  The  increase  in  circulation  thus  effected  enables  us  to 
provide  a  service  for  far  less  than  would  have  to  be  charged  to  a  smaller 
number  of  subscribers. 

•  BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page  reports 
on  each  of  the  more  than  1600  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line  Reference  Ser- 
vice, which  alone  sells  for  $35,  will  be  yours  at  no  extra  charge  under  this 
offer. 

•  SUBSCRIPTION: 

For  the  next  12  weeks  you  will  receive  new  reports  at  the  rate  of  about  125 
a  week,  which  will  replace  and  update  those  already  in  your  binder.  (Filing 
takes  only  one  minute  a  week.)  You  will  also  receive  during  the  next  12 
weeks  the  weekly  "Selection  and  Opinion"  section  of  the  VALUE  LINE 
INVESTMENT  SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy 
and  the  stock  market,  advice  on  investment  policy,  in-depth  analyses  of  es- 
pecially recommended  stocks,  the  Value  Line  market  averages,  and  other 
features. 

•  MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it  to  be, 
you  may  return  the  material  we  send  you  within  30  days  for  a  full  and  un- 
questioned refund  of  your  $29. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St., 
New  York,  N.Y.  10017 

D  Begin  my  12-week  trial  subscription  to  The  Value  Line  Investnient  Survey  at  the 
special  money-saving  rate  of  just  $29.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $29  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  ai.y  household 
every  two  years. 

D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 
for  $248. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 
will  be  refunded.  Foreign  rates  available  on  request. 
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D  Payment 
enclosed 
D  Bill  me  for  $248 
N.Y.  residents  please 
add  applicable  sales 
tax. 
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Market  Trends 


In  Which  Everyone 
Learns  To  Love  New  York 

By  Martin  T.  Sosnoff 


Up  and  down  Madison  Avenue  nee- 
dlepoint pillows  are  plumped  up  in 
store  windows,  and  they  all  say,  "New 
York  I  Love  You."  It  is  reminiscent 
of  the  early  Forties  when  women 
were  dutifully  knitting  socks  and 
scarves  for  their  boys  in  khaki.  Today, 
the  whole  country  should  be  needle- 
pointing  pillows  for  New  York.  For 
the  city  with  its  accented  sassiness 
and  overflowing  waste  baskets  has 
taught  the  country  a  lesson  in  eco- 
nomics. The  allocation  of  capital  even- 
tually must  be  efficient  or  the  social 
order  is  strained  and  the  leadership 
passes  to  those  who  control  the  mon- 
ey. If  neither  President  Johnson  nor 
Napoleon  could  put  over  a  guns- 
and-butter  policy,  how  could  Abe 
Beame  think  his  number  juggling 
would  last  forever? 

The  various  scenarios  of  economic 
growth  have  now  come  to  naught,  as 
I  expected  they  would.  Why  every- 
one should  be  so  distraught  that  the 
economy  is  not  growing  vigorously  is 
more  difficult  to  explain.  A  period  of 
reflection  has  some  merit,  and  it  re- 
minds me  of  the  story  of  the  Httle  boy 
who  couldn't  talk.  His  distraught  par- 
ents took  him  to  all  the  leading  child 
psychologists  with  no  success,  but  fi- 
nally one  morning,  over  a  breakfast 
of  crinkly  purple  puffballs  which  are 
shot  out  of  guns  somewhere  in  Michi- 
gan, our  hero  chose  to  open  his  mouth 
and  said,  "This  cereal  stinks!"  "My 
god!  You  spoke!"  His  overjoyed  par- 
ents gushed  and  embraced  their  un- 
til-then  muted  child.  "Why  haven't 
you  spoken  to  us  in  all  these  years?" 
they  asked  eagerly.  "Well,  until  now 
everything  has  been  O.K." 

This  is  the  way  I  feel.  On  the  sur- 
face, money  managers  had  it  very 
easy  in  1975.  If  they  toughed  it  out 
and  stayed  fully  invested  at  the  De- 
cember 1974  lows,  they  came  back 
nicely.  Aside  from  Xerox  and  the 
banks,  few  foul-ups  in  big-capitaliza- 
tion stocks  were  devastating.  But  the 
internal  dynamics  of  the  market  had 
more  than  its  share  of  pain  for  its 
participants.  Low-priced  goods,  aside 
from  their  initial  rebound  last  Jan- 
uary, went  nowhere  the  remainder  of 
the  year,  and  one  of  the  most  perva- 

A    guest    columnist,    Mr.    Sosnoff    is    chairman    of 
Atalanta  Capital  Corp.,  New  York. 


sive  investment  theses  of  the  mid- 
Seventies  has  now  gone  by  the  boards. 
The  medium  to  play  inflation  was 
thought  to  be  natural-resource-based 
producers— paper,  steel,  coal,  oil,  fer- 
tilizer, oil  service  companies,  etc.  But 
these  goods  topped  out  convincingly 
with  the  October  price  increase  by 
OPEC,  for  the  world  sensed  that 
practically  every  commodity  known  to 
man,  including  gold,  was  being  dis- 
coxmted  actively  and  that  the  inven- 
tory accumulation  phase  for  business- 
men was  over. 

The  collapse  in  commodities  is 
worth  examining.  Not  only  have  spot 
prices  for  precious  metals  broken 
sharply,  but  so  have  prices  for  coal, 
fertilizer,  sugar  and  other  agricultural 
products.  "The  same  pundits  who 
talked  about  $300  gold  a  year  ago 
are  now  mumbling  about  $100  gold 
"pretty  soon."  Price  weakness  in  base 
metals,  aluminum  and  timber  all  re- 
flect the  worldwide  slowdown  in  capi- 
tal spending  and  construction.  Some 
food  and  beverage  companies  are 
saving  as  much  as  $25  million  a  quar- 
ter on  sugar  costs  alone.  Soft  drink 
bottlers  who  raised  prices  early  in  the 
year  have  not  lowered  them  as  yet, 
and  in  some  instances  their  earnings 
are  up  almost  100%.  Except  for  ched- 
dar  cheese,  very  few  food  product 
prices  are  being  lowered  in  line  with 
inventory  costs. 

Future  Favorites 

The  next  few  years  belong  to  the 
great  marketing  companies  of  nondur- 
able goods— foods,  soft  drinks,  tobac- 
co, cosmetics,  proprietary  drugs. 
Their  cost  of  goods  sold  is  dropping 
rapidly  as  commodity  prices  have 
been  collapsing.  Profit  margins  are 
booming  on  slight  increases  in  sales 
and  on  even  little  or  no  unit  growth 
in  volume.  Price/ earnings  ratios  are 
much  lower  historically,  and  balance 
sheets  are  clean.  There  is  not  much 
capital  intensity  in  making  toilet  wa- 
ter, cola  or  aspirin.  Even  as  the  econ- 
omy falters,  these  companies  will  do 
well  so  long  as  their  ingredient  costs 
stabilize.  It  is  a  good  deal  easier  to 
project  the  demand  for  cigarettes 
than  for  semiconductors  and  steel. 
These  are  the  same  stocks  that  were 
selling  at  30  or  40  times  earnings  and 


were  in  every  growth  portfolio  at  the 
end  of  1972.  For  those  of  us  who 
didn't  inventory  them,  they  are  now 
investment  opportunities. 

In  early  December  practically  every 
stock  market  technician  in  the  coun- 
try turned  bearish.  The  reasons  are 
irrelevant,  but  obviously  the  breadth 
of  the  market  had  been,  at  best,  neu- 
tral for  some  time.  Actually,  litde 
short-selling  and  no  convincing  lead- 
ership emerged  during  the  entire  mar- 
<  ket  recovery  of  1975.  There  was  rotat- 
ing interest  and  rotating  disinterest. 
The  initial  fling  in  low-priced  stocks 
and  growth  issues  faltered  by  early 
summer.  Despite  a  sizable  rally  in  the 
bond  market  this  October,  interest- 
sensitive  issues  had  a  pall  cast  on 
them  by  the  plight  of  the  banks  with 
their  loan  losses  and  the  uninspiring 
statistics  in  housing  and  insurance  un- 
derwriting. OrJy  utilities  made  some 
headway  from  yields  which  in  many 
instances  were  double  digit  and  well 
covered  by  rising  earnings. 

It  was  a  sobering  year,  with  some 
quarters  of  negative  growth  and  an 
unemployment  rate  of  near  depression 
proportions.  On  the  surface,  the  so- 
bering statistics  made  little  impression 
on  the  market,  which  was  already 
focusing  on  a  1976  that  was  ex- 
pected to  show  real  and  conservative- 
ly stated  corporate  earnings  growing 
at  a  hardy  25%.  When  the  leading 
economic  indicators  started  wobbling 
in  November,  the  market  was  scared 
out  of  its  mind.  What  everyone  knew 
subliminally  was  actually  starting  to 
unfold.  The  early  foot  of  the  inven- 
tory reaccumulation  phase  had  died 
even  before  the  quarter  pole  had 
been  passed.  Where  was  the  country 
really  going?  What  were  stocks  worth 
in  a  stop-and-go  setting? 

The  fragility  of  confidence  is  a  re- 
current theme.  My  only  surprise  was 
that  the  belief  in  sustainable  economic 
resurgence  was  so  pervasive.  That  the 
market  could  be  cracked  wide  open 
by  a  few  technicians  in  a  matter  of 
days  is  just  a  shabby  sidelight  of  how 
trendy  securities  markets  have  be- 
come. There  are  elaborate  studies  on 
source  and  application  of  funds  done 
by  the  big  brokerage  houses  which 
prove  conclusively  that  there  is  plenty 
of  money  around  for  stocks,  partic- 
ularly institutional  money.  I  think 
these  studies  are  crazy,  because  every 
pension  fund  trustee  I  talk  to  is 
scared  to  death  of  the  market  and  on- 
ly wants  some  reasonable  rate  of  re- 
turn commensurate  with  inflation. 
There  is  no  major  money  pool  in  the 
country  that  isn't  reevaluating  its 
thinking  as  to  what  is  a  suitable  ratio 
for  equities  to  fixed-income  securi- 
ties. Everyone  is  siding  with  bonds, 
and  the  market  is  just  beginning  to 
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show  the  symptoms  of  the  disease- 
sharply  breaking  prices  once  bids  are 
pulled  for  even  a  few  days.  The  pub- 
lic is  much  smarter.  Since  1970,  the 
number  of  shareholders  in  the  U.S. 
has  declined  from  over  30  million  to 
25  million,  an  indicator  of  how  bull- 
ish on  America  the  country  is  not. 
It  will  probably  take  Wall  Street 
another  few  years  to  face  up  to  the 
basic  reorientation  of  investment 
thinking  that  is  going  on.  Our  per- 
ceptions are  never  good  enough  to 
cope  with  the  "Great  Humbler,"  the 
New  York  Stock  Exchange.  If  you 
were  a  defensive  investor  ten  years 
ago,  you  couldn't  have  been  faulted 
for  putting  a  lot  of  money  in  AAA 
bonds  yielding  4.5%  and  in  growth 
utilities  selling  at  27.6  times  earnings. 
I  cite  this  example  only  to  show  that 
you  can't  even  rest  under  the  blanket 
of  conservatism.  If  you  did  what  was 
conservative  to  do  ten  years  ago,  the 
chances  are  that  you  lost  over  50%  of 
your  capital  before  adjusting  for  infla- 
tion. Today,  many  utilities  yield  a 
comparable  9%  and  sell  at  six  or  seven 
times  earnings  but  nobody  wants 
them.  There  is  an  expression— money 
always  returns  to  its  rightful  owners. 
I  have  yet  to  find  out  who  that  own- 
er may  be. 

All  Losers 

Another  expression— the  market  is 
a  zero-sum  game;  there  is  always  a 
v/inner  and  a  loser— is  nonsense.  First 
of  all,  the  market  can  collapse  on  light 
volume,  and  everyone  except  a  hand- 
ful of  short-sellers  loses.  On  another 
level,  we  are  all  losers.  What  are  the 
consequences  of  the  investment  busi- 
ness being  one  of  the  most  poorly 
managed  in  the  world  in  terms  of 
satisfying  its  clients'  needs?  Putting 
the  business  in  perspective,  you 
should  know  that  the  market  value  of 
corporate  bonds  and  equities  ap- 
proaches $2  trillion.  This  makes  it,  in 
one  sense,  the  biggest  business  in  the 
country. 

Look  what  happens  when  the  mon- 
ey is  placed  unevenly.  Perhaps  70% 
of  the  stocks  on  the  Big  Board  sell  at 
book  value  or  less.  There  are  utilities 
that  have 'had  to  sell  new  equity  at 
65%  of  book  value.  Nobody  likes  to  do 
this,  or  to  sell  preferred  stocks  that 
yield  11%  or  bonds  at  10.5%.  It  is  too 
diflBcult  to  make  a  reasonable  return 
on  the  capital.  As  a  consequence, 
utility  capital  spending  programs  are 
getting  cut  back,  and  by  1980  there 
should  be  a  sizable  power  shortage. 
The  country  can't  grow  and  provide 
new  jobs  without  more  power,  and  it 
costs  $20  billion  a  year  to  provide  it. 

Here's  another  example.  Almost  ev- 
ery major  bank  now  sells  at  a  discount 
to  stated  book  value.  So  what?  They 


allocated  $10  billion  or  $20  billion  to 
a  bunch  of  real  estate  operators,  and 
everyone  built  condominiums  in  Ft. 
Lauderdale  and  St.  Petersburg  at  the 
same  time.  They  got  what  they  de- 
served. But  everyone  else  who  bor- 
rows money  from  the  banks  must  pay 
more  to  make  up  for  all  the  bad  loans 
already  on  the  books.  Try  getting  a 
mortgage  for  less  than  9%. 

And  then  there  is  the  insurance  in- 
dustry. Practically  every  fire  &  casual- 
ty company  is  highly  leveraged  in  the 
stock  market.  This  is,  in  a  sense,  their 
craziness— betting  their  net  worth  on 
the  averages— because  historically  this 
is  what  they  have  always  done  to  stay 
competitive.  But  they  all  lost  heavily 
in  the  1973-75  period,  and  rates  are 
raised  substantially.  To  be  fair,  infla- 
tion killed  them  on  claims  costs,  too, 
as  it  killed  the  utilities.  (The  fire  & 
casualty  industry  should  have  one  of 
the  sharpest  earnings  recoveries  of 
any  industry  during  1976-77.) 

Must  I  touch  some  nerve  endings 
and  point  out  all  the  foundations  and 
endowment  funds  that  have  been 
roughed  up  by  their  policy  of  cau- 
tious audacity— being  too  exposed  to 
markets?  What  about  all  the  pension 
funds  where  benefits  could  have  been 
increased  if  performance  even  ap- 
proached the  rate  of  return  on  Trea- 
sury bills  during  the  last  ten  years? 
And  so  it  goes;  the  social  costs  of  poor 
allocation  of  investment  capital  mount 
up.  Why  were  the  real  estate  invest- 
ment trusts  able  to  raise  $15  billion? 
Shouldn't  it  have  gone  elsewhere? 
Why  did  $150  billion  go  down  the 
drain  in  Southeast  Asia  and  not  else- 
where? Why  is  there  a  bitter  debate 
in  Congress  about  defense  spending? 
Isn't  it  our  gross  national  product  not 
•growing  fast  enough  that  keeps  us 
from  allocating  the  same  percent- 
age to  defense  as  the  Russians? 

And  now  back  to  all  the  recent- 
vintage  mayors  of  New  York  who 
tried  to  feed  so  many  mouths  with 
borrowed  bread.  We  are  all  indebted 
to  them  for  proving  to  us  before  it  is 
too  late  that  capital  must  be  rationed 
in  the  country  under  some  master 
plan.  The  days  of  the  Federal  Reserve 
Board's  indirect  allocation  must  be 
ended.  This  is  what  I  see  coming  in 
the  1980s  when  the  utilities  sputter 
and  Russia  is  allocating  twice  as  much 
of  its  GNP  to  defense  as  we  are  and 
the  Secretary  of  Defense  is  tearing  out 
his  hair.  As  the  economic  sophistica- 
tion of  the  country  grows,  its  strength 
will  be  found  in  the  streets  just  as  it 
was  when  we  were  threatened  in  the 
early  Forties.  It  has  to  do  with  how 
people  feel  and  what  we  believe  in 
and  are  willing  to  work  for.  Money 
is  too  precious  a  commodity  to  be  left 
in  the  hands  of  politicians.   ■ 
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COMPANY 


30  Rockefeller  Plaza 
New  York,  N.  Y.  10020 


Notice  of 
Increased  Dividend 

7~HE  BOARD  OF  DIRECTORS  has 
this  day  declared  Dividend  No. 
112,  a  regular  quarterly  divi- 
dend of  Fifty-Six  cents  (56^) 
a  share  on  the  common  stock  of 
the  Company,  payable  February 
16,  1976,  to  stockholders  of 
record  at  the  close  of  business 
January  IS,  1976. 

This  quarterly  dividend  rep- 
resents an  increase  of  IV^^  a 
share  over  the  previous  rate  of 
541/2^. 

The  new  rate  will  mark  the 
eleventh  consecutive  year  of  in- 
creased dividends. 

W.  C.  Kronke,  Vice  President 

December  8,  1975 
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DIAMOND 

INTERIMATIONAL. 

CORPORATIOIM 


95th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
International  Corporation  on  Decem- 
ber 4,  1975,  declared  a  quarterly  divi- 
dend of  500  per  share  on  the  Common 
Stock,  payable  February  2,  1976,  to 
shareowners  of  record  January  5, 1976. 
GEORGE  PASCALE 
Vice  President-Secretary 
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100    Minimum    $225.    Your    logo 
etched  in  up  to  5  matched  colors. 
Spread  good  will  at  minimum  cost. 
Free  sample  paperweight  and  liter- 
ature.   Letterhead    requests    only. 
PAPERWEIGHTS,  INC.  Dept.  IK 
100  Broadway,  Garden  City  Park, 
New  York  11040  (516)  741-2800 
LONDON   PAPERWEIGHTS  LTD. 
47A  Hay's  Mews  •  London  WIX  7  RT 
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Janet  and  other  mem- 
bers of  her  boating  club 
volunteer  to  take  kids  from 
the  inner  city  out  to  have  fun. 
And  to  learn  water  safety. 

She  believes  it  may  help 
those  kids  grow  as  people. 
She's  sure  it's  helping  hen 

That's  the  way  it  is 
when  you  volunteer  You  start 
out  to  help  people.  And  soon 
find  that  the  time  you  give  is 
precious  and  enriching  for  you 
as  well. 

We  can  help  you  find 
organizations  in  your  town 
that  really  need  you.  Call  the 
Voluntary  Action  Center 
where  you  live.  Or  write: 
"Volunteer",  Washington, 
D.C  20013. 

If  you  can  spare  even  a 
few  hours  a  week,  why  not 
spend  them  feeling  ten 
feet  tall?       ^fM^ 

Wunteer. 

The  National  Center  forXbluntary  Action 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  VitoYz  higher. 

OVER  6,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  CatalogI 

EMPIRE  DIAMOND  CORP.,  DepT"46,'66fhlL 
Empire  State  Bldg.,  New  York,  N.Y.  10001 
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The  Market  Outlook 


Stocks  For  ^76 


By  Sidney  B.  Lurie 


I  USUALLY  MAKE  a  spccial  eflFort  to 
avoid  a  year-end  forecast.  No  one 
can  wave  a  magic  wand  and  make  the 
outlook  clearer  simply  because  the 
calendar  changes.  No  one  has  ever 
profited— at  least  in  the  stock  market 
—from  the  supposedly  learned  fore- 
casts of  the  GNP,  the  coming  unem- 
ployment rate,  etc.  Intelligent  specu- 
lation or  investment— the  two  terms 
are  interchangeable— is  a  business  of 
specifics,  not  generalities. 

With  the  mood,  and  psychology', 
so  reminiscent  of  the  defeatism  that 
existed  a  year  ago  this  time,  however, 
I  think  it  is  important  to  remember 
that  the  apocaly^pse  was  avoided  in 
1975.  I  think  it  will  be  in  1976,  too, 
and  that  the  underlying  stock-price 
bias  continues  to  be  upward.  Why? 
The  upside  momentum  of  the  busi- 
ness cycle  is  still  in  force  (and  not 
just  because  previous  economic  recov- 
eries invariably  lasted  at  least  two 
years).  Our  corporate  hquidity  and 
consumer  buying  capability  are  better 
than  a  year  ago,  and  the  banking  sys- 
tem is  healthier.  The  market  is  usually 
strong  in  Presidential  election  years, 
particularly  when  the  incumbent  po- 
litical party  is  returned  to  power. 

Apart  from  the  fact  that  economic 
history  indicates  that  this  is  a  yoimg 
bull  market  with  a  youthful  business 
recovery,  it  is  important  to  note  that 
we  are  more  competitive  in  world 
trade  than  ever  before.  Our  unit  la- 
bor costs  have  risen  only  modestly, 
whereas  they  have  ballooned  in  other 
industrial  nations.  The  U.S.  is  still  the 
best  investment  environment  in  the 
Free  World;  our  economy  has  more 
vitality  with  less  inflation  than  other 
industrial  nations.  Also,  the  pros- 
pect of  a  major  upturn  in  the  bond 
market,  which  would  have  important 
constructive  repercussions  in  the  stock 
market,  is  strengthened  by  the  promise 
of  a  lower  rate  of  price  inflation; 
the  bond  market  liaditionally  carries  a 
yield  premium  over  the  inflation  rate. 
Finally,  food  prices  in  1976  will  prob- 
ably rise  at  about  half  last  year's 
rate  of  increase. 

Reports  from  industry  show  new- 
ly emerging  pockets  of  strength,  par- 
ticularly in  companies  that  have  a  spc- 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


cial  claim  to  security  buying  interest 
today.  For  example,  with  consumer 
spending  increasing  and  distributor  in- 
ventories being  rebuilt,  I  believe 
Champion  Spark  Plug,  the  largest 
manufacturer  of  replacement  spark 
plugs,  has  turned  the  comer.  More- 
over, the  shift  in  emphasis  to  smaller 
cars  hasn't  adversely  affected  demand 
for  its  product.  Illustrative  of  the 
point,  Champion's  foreign  sales,  35% 
of  the  corporate  total,  have  increased 
even  faster  than  the  5%  to  7%  growth 
rate  in  the  U.S.  Its  first  European 
plant,  built  ten  years  ago,  has  been 
tripled  in  size  and  another  is  now 
being  added.  With  1975  earnings 
likely  to  exceed  the  $1.29  per-share 
profit  of  1974  and  better  results  in 
prospect  for  1976,  I  consider  the 
common  stock  (around  11,  paying  60 
cents)  of  this  strongly  financed  com- 
pany an  interesting  speculation. 

Record  Earnings  Ahead? 

I  believe  Goodyear  Tire  6-  Rubber 
(around  20,  paying  $1.10)  is  an  at- 
tractive commitment,  and  not  just 
because  General  Motors  is  the  com- 
pany's largest  customer  in  the  origi- 
nal-equipment tire  field.  Goodyear 
enjoys  close  to  a  30%  share  of  the  re- 
placement-tire market;  with  replace- 
ment-tire prices  about  twice  that  of 
original-equipment  tires,  this  obvi- 
ously is  the  "money  product."  With 
the  number  of  cars  in  use  at  rec- 
ord levels,  replacement-tire  demand 
should  increase  for  the  remainder  of 
this  decade.  Significantly,  radial  tires 
have  only  about  a  30%  share  of  the 
replacement  market,  and  Goodyear 
is  the  largest  producer  of  this  high- 
profit-margin  product.  I  think  foreign 
earnings,  which  were  off  sharply  last 
year,  will  turn  the  comer  in  1976 
when  the  company's  total  profits  could 
be  up  some  20%  to  25%  to  a  new 
peak.  Eamings  last  year  were  around 
$2.30  per  share,  vs.  $2.18  in  1974. 

The  action  of  American  Standard's 
board  in  raising  the  common  stock's 
annual  dividend  to  $1  points  up  the 
fact  that  the  present  management  has 
just  about  completed  its  reshaping  and 
rehabilitation  of  the  c-ornpany's  liasic 
operating  complexion  by  closing 
plants,  eliminating  marginal  opera- 
tions, etc.   It   will  be  entirely  out   of 
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the  heating  business  in  the  U.S.  by 
this  month,  and  it  is  the  largest  fac- 
tor, both  here  and  abroad,  of  its 
chief  building  product,  plumbing  fix- 
tures. As  a  result  of  the  internal 
housecleaning  which  has  sharply  re- 
duced the  number  of  employees,  the 
company  is  in  a  position  to  make  a 
little  money  even  when  the  housing 
industry  is  depressed,  and  to  do  quite 
well  when  housing  starts  return  to  the 
1.7  million  annual  rate  (which  I 
think  hkely  in  1976).  Although  the 
capital  goods  area  of  the  company's 
business  that  enabled  1975  earnings 
to  about  duplicate  the  $2.40  per- 
share-profits  peak  of  1974  now  is 
trending  down,  there  are  factors 
which  should  result  in  a  quite  sat- 
isfactory level  of  earnings  this  year, 
such  as  declining  interest  costs  as  a 
result  of  a  heavy  debt-reduction  pro- 
gram. The  stock  is  an  interesting 
speculation  at  around  15. 

Turnaround 

Although  every  New  Yorker  knows 
Macy's,  the  New  York  area  stores 
probably  account  for  only  about  35% 
of  the  company's  total  sales  volume. 
There  are  strong  indications  that  the 
decline  in  the  New  York  division  in 
recent  years  has  now  turned,  an  up- 
side earnings  leverage  that  could  be 
quite  impressixe  given  a  return  to 
normal  profit  margins.  Although 
Bamberger's  main  store  in  Newark  is 
about  10%  of  this  division's  total  vol- 
ume, the  Bamberger  chain  as  a  whole 
(including  suburban  stores)  contrib- 
utes a  very  profitable  30%  or  so  of 
total  corporate  volume.  The  Bamber- 
ger chain  plus  the  Macy's  California 
division,  which  has  been  and  still  is 
growing  by  leaps  and  bounds  (it  con- 
tributes about  20%-25%  of  total  cor- 
porate sales),  have  in  effect  been 
carrying  the  company.  The  stock 
(around  25),  with  the  promise  of 
sharply  higher  earnings  in  fiscal  1976 
than  the  $2.56  fully  diluted  of  fiscal 
1975,  is  interesting. 

As  I  see  it,  popular  opinion  is  un- 
derestimating the  extent  of  the  earn- 
ings upturn  that  can  develop  in  1976, 
the  possibility  that  corporate  earn- 
ings will  reach  an  alltime  record  and 
be  of  better  quality  than  in  1974 
when  inventory  profits  inflated  results. 
I  also  believe  that  the  business  up- 
turn will  be  broader  based  than  is 
now  generally  anticipated.  For  exam- 
ple, the  nation's  farm  areas,  where 
the  unemployment  rate  has  been  well 
below  the  *  national  average  and 
the  savings  rate  higher,  have  be- 
come a  new  pocket  of  prosperity.  Ag- 
ricultural exports  will  probably  in- 
crease again  in  1976,  and  the  net 
trade  balance  exceed  last  year's  $12 
billion  alltime  record.    ■ 
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Thoughts . . .  Business  of  Life 


Fear  not  that  thy  hfe  shall  come 
to  an  t'nd,  but  rather  fear  that 
it  shall  never  have  a  beginning. 
John  Cardinal  Newman 


A  patient,  humble  temper 
gathers  blessings  that  are  marred 
by  the  peevish  and  overlooked 
by  the  aspiring. 
Edwin  Chapin 


There  is  a  proper  dignity  and 
proportion  to  be  observed  in  the 
^performance  of  every  act  of  life. 
Marcus  Aurelius 


As  I  approve  of  a  youth  who 
has  something  of  the  old  man 
in  him,  so  I  am  no  less  pleased 
with  an  old  man  who  has  something 
of  the  youth.  He  that  follows 
this  rule  may  be  old  in  body, 
but  can  never  be  so  in  mind. 
Cicero 


Growing  old  is  no  more  than 
a  bad  habit  which  a  busy  man 
has  no  time  to  form. 
Andre  Maurois 


if  youth  knew;  if  age  could. 
Henri  Estienne 


Memory,  wit,  fancy,  acuteness, 
cannot  grow  young  again 
in  old  age,  but  the  heart  can, 
Jean  Paul  Richter 


Life  is  a  long  lesson  in  humility. 
James  M.  Barrie 


/  Resolve 

To  strive  to  contribute  something 

to  the  world,  its  work  and 

the  people  in  it. 

To  spend  and  be  spent 

in  worthy  service. 

To  adhere,  the  best  I  can, 

to  the  Golden  Rule. 

To  philosophize  more, 

recalling  ahvays,  when  things  go 

awry,  "This,  too,  will  pass." 

To  try  always  to  see 

viewpoints  other  than  my  own. 

To  make  humility  and  simplicity 

so  much  a  part  of  myself 

that  I  sJiall  become  as  a  child, 

as  one  of  those  of  whom 

the  Master  declared,  "For  of 

such  is  the  kingdom  of  heaven." 

B.C.  Forbes 


That  is  good  which  doth  good. 
Ralph  Venning 


Such  is  the  state  of  life 
that  none  are  happy  but  by 
the  anticipation  of  change. 
Samuel  Johnson 


Beauty  flows  out  of  simplicity. 
William  Feather 


The  appearance  of  things  change 
according  to  the  emotions 
and  thus  we  see  magic  and  beauty 
in  them,  while  the  magic  and 
beauty  are  really  in  ourseKes. 
Kahlil  Gibran 


We  do  not  see  things  as  they  are, 
we  see  things  as  we  are. 
The  Talmud 


The  present  is  burthened  too  much 
with  the  past.  We  have  not  time, 
in  our  earthly  existence, 
to  appreciate  what  is  warm  with 
life,  and  immediately  around  us. 
Nathaniel  Hawthorne 


Banish  the  future.  Live  only 
for  the  hour  and  its  allotted  work. 
Think  not  of  the  amount  to 
be  accomplished,  the  difficulties 
to  be  overcome,  or  the  end  to  be 
attained,  but  set  earnestly  at  the 
little  task  at  your  elVjow,  letting 
that  be  sufficient  for  the  day. 
William  Osler 


We  cannot  o\erstate  our  debt 
to  the  past,  but  the  moment 
has  the  supreme  claim. 
Ralph  Waldo  Emerson 


A  knowing  simplicity  is  easily 
distinguished  from 
the  barrenness  of  ignorance, 
Charles  B.  Rogers 


Good,  the  more  communicated, 
more  abundant  grows. 
John  Milton 


A  Text .  . 


?f"u  ^,.\'^  '^"^  ^'Ph  Jones,  Boise. 
Idaho.  What  s  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  hook  at  $9.95.  Also  Fact 
and  Comment— </ie  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  1001 1.  N.Y.  State 
residents,  add  4% -8%  sales  tax. 


For  which  cause  wc  faint  not;  but 
though  our  outward  man  perish,  yet 
the  inward  man  is  renewed  day  by 
day. 

n  CORINTIUANS  4: 16 


240 


FORBES.   JANUARY    1.    1976 


I 


•'••  i, 


'^■»-   ■_   ■•■•:    -v-»r 


JANUARY  15, 1976  /  ONE  DO 


Pull  'Em  Apart? 


^*lgK    /-JJH-W 


y^^r 


..i*^. 


010^6    VJ 


3WV0M 


9ZAnN         TdV      esfzz 


■  f^  u  ■ 


- /-  ;o 


BUKL!M5AME 
JAN  13  1975 
LIBRARY 

''Kodak  showed  US  how  to  save  ^50,000  a  month 

Un  COnipUieV  VepOVlS.  Those  are  the  savings  reported  by  a  major 

West  Coast  bank  we  at  Kodak  helped  get 
started  in  computer  output  microfilming. 

This  is  not  an  isolated  example.  Two 
years  ago,  following  a  Kodak  proposal,  a 
midwestem  insurance  company  installed  a 
'  COM.  Since  then,  they  Ve  converted  150 

programs  fi^om  paper  to  film.  Savings  add 
up  to  $114,000  a  year. 

You  already  know  you  save  money  with 
Kodak  microfilm.  But  in  cases  like  these, 
we're  talking  about  a  Kodak  contribution 
that  can  have  a  real  impact  on  an  organiza- 
tion's profitability. 

To  make  this  kind  of  progress  in  your 
organization  takes  your  determination  to 
>  seek  better  answers.  And  then  to  act  on 

them.  The  sooner  you  ask  us,  the  sooner  we 
can  help  with  an  in-depth  Proposal. 
If  you've  already  re- 
ceived a  Kodak 
Proposal,  why  not 
act  on  it  now  and 
start  saving. 

Write  on  your 
letterhead  to  D.  W.  Storey, 
Eastman  Kodak  Company, 
Dept.  6505,  Rochester,  N.Y.  14650.  What 
you're  saving  now  with  microfilm  is  only 
the  beginning. 


Ask 
us 
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Above  Temptation 


TheBdccmlO 


How  come  the  Falcon  10  can  fly  the  tough  missions 
when  the  other  small  business  jets  can't? 

Because  the  Falcon  10  is  a  wholly  new  generation 
aircraft. 

Unlike  our  nearest  competitor,  we  resisted  the  temp- 
tation to  "re -hash"  an  existing  plane.  Merely  add  new 
engines.  Save  money  by  using  the  same  wing.  Tack  on 
some  performance  rather  than  build  it  in. 

Instead,  we  started  from  scratch.  Set  out  to  find  the 
ideal  answer  to  the  market's  changing  needs. 

Result:  A  totally  new  aerodynamic  design.  A  very 
advanced  new  wing.  The  strongest  airframe  and  undercar- 
riage in  the  business.  The  Falcon  10. 


That's  why  this  aircraft  flies  further  and  faster  on  less 
fuel  under  the  toughest  conditions:  short  runways;  hot 
weather;  high  elevation  airports.  And  why  it  can  take  off 
with  full  fuel,  fly  less  than  120  miles*,  and  land  with 
heavy  fiiel  weight  still  in  the  tanks. 

That's  why  the  leading  firms  are  going  with  the 
Falcon  10.  And  turning  their  backs  to  lower-price  jets. 

Want  to  know  how  the  Falcon  lO's 
performance  compares  with  other  jets'? 
A  12-page  booklet  has  the  answers. 
Just  drop  a  line  to  C.C.  Fleming, 
President,  at  the  address  below.       f^LCOMJET 

*  With  7  passengers  CORPORAUOty 

Teterboro  Airport  •  New  Jersey  07608 


local  Programs  Jan.  3-9 


In  1975,  more  than  ever  before,  Americans  demanded  performance  and 
value  from  what  they  bought.  Under  those  conditbns;  for  the  second  year  in  a  r^^ 
readers  bought  a  billion  copies  of  TV  Guide.  And,  last  year,  advertisers  invested 
over  $127  million  (PIB)  in  TV  Guide-more  than  was  spent  in  any  other  magazine. 

TV  Guide.  The  top  performer  in  magazine  publishing. 
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Oil  And  Politics 

As  the  1976  Presidential  election  heats  up,  businessmen 
and  investors  will  be  hearing  a  great  deal  about  propos- 
als for  breaking  up  the  giant  oil  companies.  They  are  a 
handy  target  these  days,  and  their  once-vast  political 
power  has  been  weakened  by  public  dissatisfaction  over 
high  petroleum  prices  and  by  revelations  about  pay- 
ofiFs.  And,  of  course,  a  furor  over  breaking  up  the  oil 
companies  may  well  bring  center  stage  the  whole  ques- 
tion of  bigness  in  business— with  incalculable  r&sults  for 
dominant  companies  in  other  industries,  for  example. 
General  Motors,  International  Business  Machines,  Amer- 
ican Telephone  &  Telegraph.  All  this  will  have  a  big 
eflFect  on  the  stock  market. 

In  this  issue,  oiir  Washington  bureau  chief,  Paul 
Sturm,  examines  the  oil  company  breakup  proposals, 
and  points  out  that  there  really  are  two  questions  involved  here:  1)  Is  Big 
OH  partly  responsible  for  high  prices?  2 )  Is  Big  Oil  so  big  as  to  be  political- 
ly and  socially  dangerous?  The  evidence,  Sturm  suggests,  is  overwhelmingly 
that  the  first  proposition  is  wrong  and  that  the  second  is  something  the 
American  people  will  have  to  decide  for  themselves.  But  keep  this  in  mind: 
A  breakup  will  almost  inevitably  mean  a  larger  government  role  in  oil.  Is 
the  record  of  government  regulation  and  control  so  reassuring  as  to  cause 
us  to  trust  one  Big  Government  as  opposed  to  a  large  number  of  Big  Oils? 
The  story  starts  on  page  20 


Paul  Sturm 


Staff  Writer  Malcolm  S.  Forbes  Jr.  (Steve)  is  hold- 
ing a  handsome  Steuben  crystal  owl  that  he  won  last 
month  for  having  made  the  best  economic  predictions 
for  1975.  Each  year  the  U.S.  Steel  Corp.  holds  an  an- 
nual press  limcheon  and  asks  the  reporters  present  to 
make  predictions  about  the  coming  year.  Of  some  40 
contestants  in  the  year-end  1974  sweepstakes,  Steve 
Forbes  came  closest  to  the  mark.  For  example,  he  pre- 
dicted that  the  Dow  Jones  industrials  would  be  at  850 
by  1975  year's  end.  This  took  a  bit  of  courage:  The  DJI 
was  vmder  600  when  Steve  made  his  prediction.  On 
what  did  he  base  his  optimism?  "I  felt  that  the  market 
was  grossly  oversold  late  in  1974,  and  that  it  didn't  mat- 
ter too  much  what  the  economy  did:  Barring  total  col- 
lapse, it  was  going  up.  It  was  a  situation  almost  like 
that  of  1932  when  the  DJI  was  at  40;  you  didn't  have 
to  have  a  business  pickup  for  the  market  to  go  up." 
Steve  Forbes  attended  the  U.S.  Steel  press  luncheon 
again  this  year.  Here  are  his  predictions  for  late  1976: 
Gross  National  Product  $1.7  trillion,  up  13%;  imem- 
ployment  7.5%;  prime  rate  7%;  consumer  price  index, 
up  5.5%,  vs.  about  an  8%  increase  in  1975.  And  the 
stock  market?  At  950,  Steve  guesses,  up  a  shade  more 
than  10%.  "I'm  figuring  that  business  will  be  much  bet- 
ter this  year,"  he  says,  "but  that  the  market  will  be  held  back  by  inflation 
and  by  these  high  yields  on  bonds;  people  don't  have  much  motive  to  bid  up 
stocks  when  they  can  get  yields  Uke  that  with  near  absolute  safety."  ■ 


M.S.  Forbes  Jr. 


GUESS 

WHOJUSTPUT 

TOGETHER 

M  BIGGEST 

BANK  MERGER 

INUL&MSIORir 


If  you  guessed  Marine  means  one  big,  solid  bank  with  ser\'ices  and  capabilities  you'd 

Midland,  you  guessed  right.  over  $11 -billion  in  assets.  More  expect  from  one  ofthe  12  largest 

The  new  Marine  Midland  than  $500-million  in  capital  banks  in  the  United  States. 

Bank.  Created  as  of  January  1,  and  reserves.  Over  300  The  brand  new  Marine 

1976  by  the  merger  of  ten  branches,  29  overseas  offices.  Midland  Bank, 

regional  banks.  and  22  associated  financial  Who  would  have  guessed? 

Now  "Marine  Midland"  institutions.  And  of  course,  the  Marine  Midland  Bank. 
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Trends  &Tangents 


Business 


Profitable  Gift 

A  Midwestern  gas  distributor, 
finding  himself  with  increasing  peak- 
period  demands,  has  taken  a  unique 
approach  to  the  problem  of  peak- 
shaving.  The  company  purchased 
nine  50,000-gallon  fuel  tanks,  in- 
stalled the  tanks  at  three  of  its  larg- 
est industrial  accounts,  filled  them 
with  fuel  oil— and  charged  its  cus- 
tomers nothing  for  the  complete  in- 
stallation. The  distributor  claims 
that  the  money  he  saved  by  shaving 
peak-period  gas  consumption  has 
more  than  offset  the  cost  of  purchas- 
ing, installing  and  filling  the  tanks. 

Box  Top  Special 

The  standard  3M  trademark  may 
be  the  newest  fashion  design  to 
hit  the  ski  slopes  this  winter— only 
it  will  not  be  "in"  to  be  seen  wearing 
it.  The  Minneapohs  company  has 
thoughtfully  put  its  engineering  de- 
signers to  work  on  a  precise  mark- 
ing system  making  it  easy  to  convert 
3M's  corrugated  medical  shipping 
cartons  into  temporary  spUnts.  Hos- 
pitals in  ski  areas  are  advised  to 
set  these  cartons  aside  for  free 
pickup  by  emergency  squads  and 
ski  patrols.  After  cutting  and  fold- 
ing along  the  carefully  worked  out 
dotted  lines,  the  spUnts  need  only  to 
be  quickly  trimmed  to  bind  an  in- 
jured limb  at  the  accident  site. 


Foreign 


It's  An  III  Wind  . . . 

Thank  Scottish  nationalism  for  the 
British  government's  offer  of  some 
$330  million  in  grants  and  loans  to 
save  Chrysler-U.K.  A  key  factor  was 
Chr>'sler's  plant  at  Linwood,  Scot- 
land, with  7,000  workers  out  of  a 
Chr>'sler-U.K.  total  of  22,000.  In 
fact,  the  rescue  scheme  calls  for 
transferring  -some  work  to  Linwood 
from  Coventry  in  England,  where 
some  6,500  will  be  laid  off.  But  Prime 
Minister  Harold  Wilson's  Labour 
government  owes  its  thin  majority  in 
Parliament  to  Labour's  41  Scottish 
seats,  now  under  threat  from  the 
insurgent  Scottish  Nationalists.  So 
rather  than  see  Chrysler  close, 
throw  7,000  Scots  out  of  work  and 
give  the  Nationahsts  a  perfect  cam- 
paign issue,  the  Labour  government 
ignored  the  advice  of  a  commission 
set  up  to  study  Britain's  troubled 
auto  industry  and  decided  to  cough 
up  the  aid  for  Chrysler. 


Crime,  Italian  Style 

A  frequent  visitor  to  Milan  was 
recently  alarmed  to  find  fellow  din- 
ner party  guests  wearing  guns  be- 
neath their  well-tailored  suits.  The 
reason  is  the  recent  rash  of  kid- 
nappings in  Italy.  ItaUan  kidnappers 
now  are  after  not  only  the  very 
wealthy  but  also  the  merely  prosper- 
ous, who  are  perhaps  more  accessi- 
ble, and  their  children.  Besides  tot- 
ing guns,  many  businessmen  are 
equipping  themselves  and  their  fam- 
ilies with  walkie-talkie  systems  that 
keep  them  in  constant  contact  with 
hired  security  guards. 

Happy  Error 

The  German  government  was  sur- 
prised but  pleased.  Revised  budget 
figures  show  that  Germany  borrowed 
more  than  it  needed  this  year,  so 
the  $2  billion  excess  will  go  back  into 
the  money  market.  The  windfall  of 
sorts  resulted  from  higher-than-expect- 
ed  tax  income  and  lower-than-ex- 
pected  government  spending.  While 
the  extra  money  is  peanuts  compared 
with  Germany's  $15-biUion  total  bor- 
rowing, it  is  still  enough  to  make 
the  British  envious.  The  U.K.,  whose 
abihty  to  borrow  on  acceptable  terms 
is  in  doubt,  will  probably  need  over 
$7  bilUon  just  to  cover  its  current 
deficit  in  the  next  two  years.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

»  To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer,  n  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 
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IVI^VmiME  IVIiai-/KIMO  BiXIMK 


Total  investment  securities $  1.4  billion 

Total  loans  and  mortgages 6.4  billion 

Other  assets  3.2  billion 

Total  assets $11.0  billion 

Total  deposits $  9.1  billion 

Capital  and  reserves  for  possible 

loan  losses 6  billion 

Other  liabilities 1.3  billion 

Total  liabilities,  reserves 

and  capital  $11.0  billion 

HERE'S  WHERE 

IN  NEW  YORK  STATE 

Main  Offices  In: 

Buffalo— One  Marine  Midland  Center,  14240 
New  York-140  Broadway,  10015 
Other  Regional  Headquarters  in: 
Syracuse— One  Marine  Midland  Tower,  13201 
Rochester— One  Marine  Midland  Plaza,  14639 
Binghamton-One  Marine  Midland  Plaza,  13902 
Troy-4th  &  Grand  Streets,  12180 
310  other  banking  offices  throughout  New  York 
State,  plus  41  other  offices  in  12  states 

WORLDWIDE 

EUROPE  AND  THE  MID-EAST 

Branch  Banking  Offices  in  London  and  Paris 
A  Merchant  Bank  in  London 
Other  offices  in  Beirut,  Brussels,  Frankfurt, 
Madrid,  Rome,  and  Tehran 

ASIA 

Branch  Banking  Offices  in  Singapore  and  Tokyo 
Other  offices  in  Hong  Kong,  Jakarta,  Manila, 
Seoul,  Sydney,  and  Tokyo 

THE  AMERICAS 

Branch  Banking  offices  in  Panama  City  and 

Nassau 
Other  offices  in  Bogota,  Buenos  Aires,  Caracas, 

Mexico  City,  PanamS  City,  Rio  de  Janeiro,  Sao 

Paulo  and  Toronto 

ASSOCIATED  FINANCIAL 
INSTITUTIONS  in  Australia,  Brazil, 
Canada,  Cayman  Islands,  Colombia,  Costa  Rica, 
France,  Hong  Kong,  Ireland,  Italy,  Japan, 
Lebanon,  Malaysia,  New  Zealand,  Panama,  Phil- 
ippines, Turkey,  and  Venezuela 

IVI/\FlirjE   IVIIDI-^VI\IC3 
BA.I\IK 


Member  FDIC 
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STEARNS 


Incom  International  Inc 

has  acquired  certain  of  the  businesses 
and  assets  of  the 

Industrial  Components  Group 

from 

Rockwell  International  Corporation 


The  undersigned  initiated  this  management  purchase 
and  acted  as  a  principal  in  the  transaction. 


$91,746,000 

Incom  International  Inc 

Notes,  Preferred  and  Common  Stock 

The  undersigned  negotiated  the  direct  placement 
of  the  above  securities  for  the  acquisition  financing. 


Bear,  Stearns  &  Co. 

55  Water  Street 

New  York,  New  York  10041 
Members  New  York  Stock  Exchange,  Inc. 

Atianta/Boston/Chicago/Dallas/Los  Angeles/New  York/San  Francisco 
Amsterdam/Geneva/Paris 

December  18, 1975 


Real  Estate  in  Australia? 
Advice  in  New  Yorts. 


375  Park  Ave..  New  York.  N.Y  1CX)22  (212)  688-8181 
Offices  in:  Sydney,  Canberra,  Melbourne,  Brisbane, 
Adelaide,  Perth;  associated  offices  in  Ctirlstchurcti, 
Auckland;  other  offices  In  London  City  &  West  End. 
Croydon,  Glasgow,  Edinburgh.  Jersey,  Dublin, 
Brussels,  Antwerp.  Paris,  Rotterdam,  Amsterdam, 
Frankfurt,  Hamburg,  Hong  Kong.  Singapore,  Kuala 
Lumpun  Kuching.  Beirut. 


JONES  LANG 


Charter eO  Survcvocs 

kntemational  Real  Estate  Consultants 


Readers  Say 


Mobil  And  Marcor 

Sir:  Re  >our  critical  comment  on 
Mobil's  acquisition  of  an  interest  in 
Marcor  (Fact  b-  Comment,  Dec.  15). 
The  duty  of  management  is  to  protect 
the  shareholders'  interests.  If  the 
political  and  economic  climate  is  such 
that  Mobil  thinks  it  is  more  worth- 
while to  do  other  things  than  drill 
for  oil,  that  is  their  right,  and  in- 
deed their  responsibilit>-. 

—Walter  Yovngquist 
Eugene,  Ore, 

Sir:  Looking  at  what  Congress  has 
done  and  is  doing  to  oilmen,  I'd  say 
Mobil's  move  made  good  sense. 

— VV.A.  Eraser 

Opal  Oil  Co. 

Washington,  D.C. 

Sir:  Capital  will  go  where  it  can 
anticipate  a  good  return.  When  Mo- 
bil Oil  starts  selling  sheets  and  pil- 
lowcases, that  should  tell  us  some- 
thing about  the  kind  of  incentives 
our  present  batch  of  politicians  have 
created. 

—Maurice  J.  Brown 
Rapid  City,  S.D. 

Sir:  Cheap  shot.  Cancel  my  sub- 
scription immediately. 

— D.A.  Gillies 
Richardson,  Tex. 

Sir:  You  imply  that  Mobil  was  ne- 
glecting its  energy  business  because 
of  its  investment  in  Marcor.  The 
Marcor  investment  did  not  prevent 
us  from  laying  out  nearly  L^  times 
as  much  as  we  earned  last  year  in 
capital  expenditures  for  energy.  This 
year  we  will  spend  about  the  same 
amount.  All  Marcor  did  was  provide 
us  with  an  earnings  anchor  in  an 
era  of  extreme  uncertainty  as  to  the 
Government's  ground  rules  under 
which  energy  companies  will  be  al- 
lowed to  operate.  Editors  enjoy  the 
right  to  comment,  to  let  their  imagi 
nations  soar  as  free  as  one  of  your, 
balloons.  It  remains  for  tho.se  of  us 
in  more  prosaic  occupations  to  pro- 
vide the  facts  that  act  as  ballast  anil 
bring  flights  of  fancy  back  to  earth. 

— Rawlkic;h  Warner  Jh 

Chairman, 

Mobil  Oil  Corp. 

Nru  York.  N.Y. 

Prcsunuihly  if  Mohil  IkuIii'I  invrsl- 
ed  in  the  shirt  and  hox  business, 
that  $800  million  would  have  been 
available  for  further  inrestnient  ii\ 
the  energy  l>usine.ss—\lSl\ 

(Continued  on  pane  68) 


FORBES,   JANUARY    15,    1976 


lAiMOUKtuiq  STANDARD  &  POOR'S 


NEW  1976  STOCK  MARKET  ENCYCLOPEDIA 


m 


A  Uniquely  Important  Publishing  Event— The  Results  of 
Standard  &  Poor's  Multi-Million  Dollar  Research  Over 
The  Years  Into  The  Investment  Merits  of  1 ,020  Common 
Stocks  Published  In  ONE  Comprehensive,  Easy-To-Use 
1,024  Page  Reference  Volume! 


Responding  to  the  greater-than-ever  need  of  in- 
vestors for  the  meaningful  FACTS  and  FIGURES 
upon  which  sound  investment  decisions  can  be  based, 
Standard  &  Poor's  has  created  this  authoritative 
STOCK  MARKET  ENCYCLOPEDIA-containing, 
we  believe,  more  significant  information  on  a  greater 
number  of  stocks  than  has  ever  before  been  assembled 
between  the  covers  of  one  book. 

With  its  comprehensive  reports  on  1,020  widely-traded 
stocks  — each  including  Standard  &  Poor's  carefully 
spelled  out  opinion  of  the  future  course  of  operations 
for  these  companies . . .  with  its  tens  of  thousands  of 
important  investment  facts  that  answer  practically 
any  question  you  may  have  regarding  a  stock . . .  with 
its  over  1,000  individual  stock  charts ...  it- is  an  in- 
valuable addition  to  your  investment  library.  Most 
important,  it  could  open  your  eyes  to  new  profit  op- 
portunities—putting you  a  great  stride  forward  — 
acting  on  sound  information  before  you  buy  or  sell 
a  stock. 

We  are  so  certain  of  the  dollar  and  cents  value  of  this 
unique  ENCYCLOPEDIA  to  you,  we  want  you  to  use 
it  and  profit  from  its  use  in  conjunction  with  a  10 
weeks  $19.50  trial  of  Standard  &  Poor's  famous 
weekly  Investment  Service,  The  OUTLOOK,  normally 
$110  a  year  — and  not  pay  us  one  additional  penny  for 
this  $37.50  volume!  Furthermore,  if  at  any  time  dur- 
ing this  period  you  feel  you  are  not  getting  many 
times  your  money's  worth  from  the  weekly  editions 
of  The  OUTLOOK,  cancel  it  and  receive  a  prompt 
refund  on  the  unused  part  of  your  subscription.  The 
$37.50  STOCK  MARKET  ENCYCLOPEDIA  remains 
your  property  regardless!  But  because  we  have  only 
a  limited  number  of  STOCK  MARKET  ENCYCLO- 
PEDIAS available,  we  urge  you  in  your  own  interest 
to  mail  the  Coupon  below  at  once. 
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•  1,024  Information- 
Packed  Pages!  •  Indi- 
vidual Full-Page  Reports 
on  1,020  Stocks  •  Over  1,000 
"4-way"  Charts! 


standard  &  Poor's  Corporation  AN6-4FON02 

345  Hudson  Street,  New  York,  N.Y.  10014 

Please  enter  my  10  week  Trial  Subscription  to  the  weekly 
OUTLOOK,  and  bill  me  only  $19.50.  Include  the  $37.50  BONUS 
197G  STOCK  MARKET  ENCYCLOPEDIA  at  no  extra  cost.  If  at 
any  time  I  wish  to  cancel  my  subscription,  I  will  receive  a  pro-rata 
refund  on  the  unused  portion.  The  ENCYCLOPEDIA  is  mine  to 
keep  in  any  event.  □  Check  enclosed.  □  Bill  me  later. 

NAME 


Mail  Coupon  to  STANDARD  &  POOR'S 
345  Hudson  Street,  New  York,  N.Y.  10014 


ADDRESS. 


CITY. 


.STATE. 


.ZIP. 


No  assignment  of  this  agreement  without  subscriber's  consent. 


When  is  a  f  idl-size  Che 


When  you're  six  people  and  could  use  the  room. 

Sure,  the  six  of  you  would  be  almost  as  comfortable 
divided  into  two  smaller  cars.  But  that's  not  economy. 
Or  you'd  all  fit  into  some  compact  model. 
But  that's  not  comfort. 

Slip  into  a  full-size  1976  Chevrolet  sedan  (either 
Impala  or  our  luxurious  Caprice).  Now,  that's  room. 
According  to  published  dimensions,  our  full-size  4-door 
sedans  are  roomier  than  those  from  our  nearest  sales 
competitor — more  shoulder  and  leg  room  in  both  the 
front  and  rear  seats. 

While  we're  talking  room,  note  that  the  trunk  of  a 
'76  Impala  or  Caprice  sedan  will  hold  almost  19  cubic 
feet  of  luggage  (more  than  shown  here). 


'76  Caprice  interior  with  available  50/50  split  front  seat. 
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When  you  hook  up  your  trailer  and  know  yo 
Chevrolet  was  built  to  tow  it. 

The  full-size  '76  Chevrolet  with  proper  trailering 
equipment  can  pull  loads  up  to  6,000  pounds.  That' 
about  a  ton  more  than  the  recommended  limit  for 
any  American-made  compact. 


1976  Caprice  Classic  Sport  Sedan. 


let  an  economy  car? 


en  you  look  at  resale.  On  a  nationwide 
rage,  3-  and  4-year-old  Impala  and  Caprice 
pes  and  sedans  have  a  higher  resale  value 
n  the  most  similar  models  from  our 
rest  sales  competitor. 

let,  a  4-year-old  Caprice  sedan  has  a  higher  resale 
e  than  most  other  full-size  sedans. 

better 
mileage 

EPA 

citxtest 

en  you  consider  Impala's  improvement  in 
mileage  over  1974. 

ording  to  city  mileage  tests  conducted  by  the  EPA  on 

and  1976  models,  the  Impala  Custom  Coupe  with 
dard  350-2  V8  power  team  shows  a  21  %  improvement 
lel  economy.  (Highway  mileage  tests  were  not  run 
he  EPA  in  1974.) 

PA  Buyer's  Guide  ratings  for  all  1976  Caprice  and 
ala  sedans  and  coupes  with  standard  350-2  V8  are 
npg  City,  18  Highway. 

emember:  EPA  mileage  ratings  are  estimates.  The 
al  mileage  you  get  will  vary  depending  on  the  type 
riving  you  do,  your  driving  habits,  your  car's 
Jition  and  available  equipment.  For  California  EPA 
igs  and  power  team  combinations,  see  your 
vy  dealer. 


When  you  could  save  over  $530  in  recom- 
mended maintenance  costs  on  the  '76  model, 
compared  to  the  '74. 

In  50,000  miles  of  driving,  if  you  follow  the  Owner's 
Manual  for  recommended  service,  a  full-size  1976 
Chevrolet  with  a  standard  350  V8  engine  using 
unleaded  fuel  could  save  you  over  $530  in  maintenance 
costs,  compared  to  the  '74  model  using  leaded  fuel. 

While  parts  and  labor  costs  will  vary  throughout  the 
country,  we've  used  current  list  prices  for  parts  and 
lubricants,  and  a  figure  of  $12  an  hour  for  labor. 


When  you  realize  a 
full-size  Chevrolet 
is  probably  priced 
lower  than  the 
full-size  you  had 
in  mind. 

Comparing  Manufacturers'  Suggested  Retail  Prices  for 
base  models,  you'll  find  full-size  Chevrolets  are  priced 
lower  than  all  full-size  cars  from  our  nearest  six  sales 
competitors.  For  that  matter,  they're  not  priced  much 
higher  than  similarly  equipped  smaller  cars. 

The  full-size  1976  Impala  or  Caprice:  It  could  be  your 
next  economy  car. 


Chevrolet 


itnote.^l?S^^^ 


rr«5ssss  >^ 


'»"'  uasV^ 


Great  Northern  Nekoosa  Corporation 


iCorii, 
-4000  Kl, 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


DELIGHTFUL  REVERSE  TWIST 

I   overheard   at  lunch   two   ageless   elderly  ladies   discussing  a   third: 
"You  know,  my  dear,  she  says  she's  85  but  I  know  she  can't  be  over  79." 

IT  TOOK  COURAGE  FOR  FORD  TO  VETO 


the  construction  industry  picketing  bill. 

It  took  courage,  not  because  the  bill  didn't  need  to 
be  vetoed— it  most  certainly  did— but  because  the  Pres- 
ident had  to  reverse  an  earlier  promise  to  sign  it.  Ad- 
ditionally, this  totally  ill-advised  piece  of  legislation  was 
an  Administration  bill  largely  put  together  under  the 
aegis  of  Secretary  of  Labor  John  Dunlop. 

While  the  bill  apparently  had  some  arguable  poten- 
tial merits  in  a  few  areas,  its  basic  purpose  was  to 
permit  picketing  of  a  whole  building  site  when  any  one 


of  myriads  of  union  locals  had  a  quarrel  against  any 
one  of  a  myriad  of  subcontractors. 

Not  only  would  the  measure  have  put  insuperable 
pressure  for  capitulation  to  any  extravagant  or  unrea- 
sonable union  demand,  it  probably  also  would  have  made 
it  well-nigh  impossible  for  any  nonunion  contractors  or 
workers  to  land  many  contracts  or  much  employment. 

The  last  thing  the  long  and  deeply  depressed  build- 
ing industry  needs  is  more  harassment  and  higher  la- 
bor costs. 


WHEN'S  A  COMMISSION  A  PAYOFF?    WHEN'S  A  RETAINER  A  BRIBE? 


Those  are  not  easily  answered  questions  for  corpora- 
tions selling  $millions  and  $billions  of  U.S.  goods  and 
services  abroad.  It's  not  the  simple  matter  the  Outraged 
Righteous  in  Washington,  some  in  Congress,  certain  reg- 
ulatory agencies  and  other  self -anointec^  pulpiteers  would 
have  us  believe. 

Millions  in  this  country  make  a  living  selling.  Most 
are  paid  by  commission  or  retainer  as  well  as  salary, 
or  a  combination  of  all  three.  Whether  a  small  compa- 
ny sells  $10,000  worth  of  their  thing  abroad,  or  a  huge 
corporation  sells  a  $billion  or  two  of  military  hard- 
ware, a  selling  cost  is  involved. 


And  for  most  everything  we  sell  abroad,  there  are  oth- 
er sources  for  such  from  other  lands.  If  we  don't  land 
the  order— and  get  the  business  which  adds  to  the  jobs 
of  Americans— someone  else  will. 

Sure,  there's  a  distinction  between  blatant  bribery 
(that  results  in  an  order  for  something  of  less  value 
at  inflated  costs)  and  a  commission  to  the  man  who 
successfully  handles  the  sale  of  complicated,  costly  stuff 
because  he  knows  the  who  and  how  of  getting  it  done 
in  his  country.  Trumpeting  every  such  commission  as 
immoral  is  not  only  wrong,  but  potentially  very  cost- 
ly juvenility. 


JUMPING  ON  CALLAWAY  BECAUSE  HE  JUMPED  ON  REAGAN 


is  pretty  silly.  There  may  be  other  reasons  why  some  Re- 
publican wheels  are  mad  at  Mr.  Ford's  campaign  man- 
ager, but  this  surely  shouldn't  be  one. 

The  President's  "Bo"  better  jab  a  few  at  Mr.  Ford's 
primary  Primary  opponent— particularly  when  the  polls  in- 
dicate the  honey-toned  movie  Profile  is  ahead. 

If  Mr.  Callaway  didn't  point  out  that  Ronnie's  perfor- 
mance as  California  governor  was  quite  the  opposite  of 
what  he  promises  as  President,  the  campaign  manager 
would  deserve  to  be  sacked. 

Mr.   Reagan  is  promising  that,  as  President,  he  could 


reduce  the  Federal  payroll,  balance  the  budget,  reduce 
the  national  debt  and  cut  taxes.  Yet  in  his  eight  years 
as  governor  of  California,  the  state  budget  more  than 
doubled;  the  state's  tax  take  doubled,  including  a  sales 
tax  upped  from  4%  to  6%,  corporate  income  taxes  from 
5.5%  to  9%,  and  the  top  personal  income  rate  increased 
from  7%  to  11%;  the  number  of  state  employees  went 
up  5.7%  during  the  time  Federal  civilian  employees  de- 
clined by  3%. 

Discussing  the  records  of  Presidential  contenders  is  ap- 
plaudable,  not  deplorable. 
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THE  FEARLESS  FOSDICK  WHO 

than  any  other  writer  (or  any  journal)  hap- 
pens also  to  do  it  with  the  most  style  that's 
been  seen  since  Robin  Hood  patrolled  Sher- 
wood Forest.  I  am  referring,  of  course,  to  Alan 
Abelson  who,  in  his  weekly  Barron's  column, 
flays  and  slays  the  stray  villains  of  Street  and 
corporate  Scene  with  rapier  wit,  pith  and  paro- 
dy. He  unearths,  too,  the  occasional  do-good- 
ers and  good  corporate  performers. 


FINGERS  MORE  HNANOAL  FINAGLERS 

I  love  to  quote  some  of  his  great  lines,  like 
this  recent  observation  on  the  forthcoming  elec- 
tion: "We  seem  in  real  danger  of  being  treat- 
ed to  a  prolonged  contest  of  wits  between  un- 
armed opponents." 

As  an  editor  of  another  publication  who  per- 
mitted the  integrity  of  Able  Alan's  \\Titing  to 
be  slurred  has  discovered,  the  discerning  Abel- 
son  ain't  never  unarmed. 


TWO  DEAD  HEROES 


Nobody  of  normal  mind  (if  there  is  such  a  thing)  seeks 
to  be  heroic  in  life-endangering  circumstances.  The  most 
that  most  of  us  hope  is  that,  when  there's  no  choice  or  no 
alternative,  we'll  behave  with  some  degree  of  cool  as  the 
ship  goes  down  or  there's  no  way  out  of  the  flames. 

But  the  other  day,  two  New  Yorkers  died  from  good 
deeds.  Sixty-six-year-old  Andrew  Maresca  and  his  wife 
were  driving  down  a  Brooklyn  street  when  he  saw  a  man 
being  mugged.  He  jumped  from  his  car  as  the  flattened 
victim's  pockets  were  being  emptied.  In  the  ensuing 
chase,  Mr.   Maresca  dropped  dead  of  a  heart  attack. 


Twenty-four  hours  later,  Fred  Pirone,  aged  52,  saw  a 
12-year-old  black  girl  being  beaten  by  20  white  teenage 
girls  and  he  jvunped  from  his  family-filled  car  and  suc- 
ceeded in  driving  off  the  attackers.  His  family  walked 
the  victim  away  from  the  area  and  Mr.  Pirone  went  back 
for  his  car.  An  hour  later,  they  foimd  him  beaten  and 
stomped  and  dead  (oflBcially  of  heart  failure)  N\ith  broken 
ribs  and  face  smashed,  apparently  by  the  girls  and  some 
of  their  boyfriends. 

Dead  heroes  these  two  didn't  seek  to  be.  But  in  dying 
from  doing  brave  good  deeds,  they  died  heroically. 


CHRISTMAS  WRAP-UP 


Gift  from  a  colleague:  "You're  a 
difficult  case,  but  I  finally  found 
something  you  probably  don't  have." 
He  was  right— enclosed  was  a  little 
red-bound  book  entitled  Citati  Pred- 
sedniha  Mao  Ce  Tunga  (Serbian  for 
Quotations  from  Chairman  Mao 
Tse-tung). 


Gift  from  a  son:   a  1910  song  sheet  entitled,  "What's 
the  Matter  with  Father." 

Sample  verse: 

"A  bunch  of  college  freshmen 
were  as  homesick  as  could  be 

They  shed  their  tear  for 
mother  dear  until  they  could 
not  see 

'Twas  mother  this,  sister  that, 
and    mother,    dear,    some    more 

Till  one  of  them  jumped  up  and 


W«ri1llE  MATTER 
WITH  fATBER 


threw  his  glass  upon  the  floor.  Rah!  Rah!  Rah! 
(Chorus) 

What's  the  matter  with  father,  he's  all  right 
What's  it  matter  if  father's  hair  is  white? 
I'm  very  strong  for  the  other  sex. 
But  Dad's  the  fellow  that  sends  the  checks 
What's  the  matter  with  father,  he's  all  right." 
*     *     * 
'Twas  amusing  to  see  some  of  the  most  expensive  whis- 
keys being  pushed  in  gift  decanters.  People  serving  wines 
and  hquors  in   decanters  most  often  do  so  only  when 
they're  passing  out  the  least  expensive  stuff. 

«  *  « 
Our  aged-two-plus  granddaughters'  prior  party  experi- 
ence was  at  birthdays.  Faced  with  Christmas  and  presents, 
they  started  singing  "Happy  Birthday  to  You."  We  all 
started  to  explain  that  it  was  Christmas  before  we  realized 
their  choice  of  song  was  far  more  appropriate  than  most 
Christmas  jingles.  Santa  Claus  has  pretty  thoroughly  taken 
over  from  the  One  whose  birthday  started  it  all. 


FROM  THE  PRINCETON  CLASS  OF  '41   NOTES 

"My  wife  and  I  prayed  every  night  for  children  until  we  dis- 
covered that's  not  the  way  to  ha\e  them.  Now  we  have  five." 


THE  HEREAFTER 

Those  who  know  the  answers  never  seem 
to  be  in  a  position  to  provide  them. 


IN  MEMORIAM 

That  was  a  good  man 
said  the  worm. 
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-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Money  Hard  To  Come  By 

One  man  who  has  run  for  Presi- 
dential oflBce  said  to  me,  "Rich  peo- 
ple—you have  to  go  to  rich  people. 
These  were  the  worst,  most  humiliat- 
ing experiences  of  my  life.  There  is  a 
certain  feeling  that  they  know  best, 
that  they're  expert.  Here  I've  spent 
20  years  in  government,  and  some 
jerk  whose  father  made  a  lot  of  money 
is  lecturing  me.  He  doesn't  know  up 
from  down  and  he's  lecturing  me  on 
everything.  One  time,  I  was  talking 
with  a  car  dealer.  He  said,  'You  have 
to  smash  through  with  an  issue.'  I 
said,  'What  issue?'  He  said,  'I'm  not 
going  to  get  into  that.'  He  makes  a  lot 
of  money,  so  he's  a  political  expert. 
You  spend  too  much  time  listening  to 
people  who  have  money.  Not  that 
they  shouldn't  be  listened  to,  but  they 
shouldn't  have  that  special  access  to  a 
politician's  ear." 

—Elizabeth  Drew, 
The  New  Yorker. 

^'^Things  Vve  Got,  Vve  Taken** 

On  a  job,  you  are  a  paid  slave. 
I  am  a  slave  sometimes,  but  not  a 
paid  slave.  The  things  I've  got,  I've 
taken.  ...  I  could  have  done  better 
with  my  life.  I  had  jobs  when  I  was 
young;  I  worked,  I  saved.  But  the 
dope  thing  really  took  me  down.   I 


was  even  a  Boy  Scout  once.  ...  If 
I'm  facing  down  a  dude,  I  can't  be 
thinking  about  the  things  he  might 
do  to  me.  I  just  think  about  what 
I'm  gonna  do  to  him.  If  it's  meant  for 
you  to  lose,  you  will  lose,  that's  all. 
You  can't  predict  life,  because  life  can 
end  in  the  next  second.  You  have  to 


enjoy  it. 


—by  James  Willwerth, 
Jones:  Portrait  of  a  Mugger. 


Giving  the  Kid  a  Break 

It  is  reassuring  indeed  to  know  that 
however  tight  the  job  crunch,  ours  is  a 
profession  that  will  always  find  room 
for  a  bright  comer.  The  Ladies'  Home 
Journal  hired  Lynda  Johnson  Robb  as 
a  contributing  editor;  The  Saturday 
Evening  Post  hired  Julie  Nixon  Eisen- 
hower as  a  consulting  editor  and  gave 
her  a  seat  on  its  board  of  directors; 
the  Viking  Press  hired  Jacqueline 
Kennedy  Onassis,  also  as  a  consult- 
ing editor.  And  recently,  in  a  not-un- 
related aflBrmative  action,  the  As- 
sociated Press's  Washington  bureau 
manfully  foimd  a  place  on  its  staflF 
for  its  first  female  photographer, 
Susan  Ford. 

The  emerging  employment  pattern 
seems  to  beg  for  analysis,  but  what- 
ever the  interpretation,  one  shining 
truth  is  clear:  in  this  land  of  opportu- 
nity, where  any  little  boy  may  dream 


of  being  President,  any  little  girl  can 
grow  up  to  be  Editor. 

—Columbia  Journalism  Review. 

Stiff  Conversation 

So  you  think  a  couple  of  drinks  at  a 
cocktail  party  will  loosen  things  up 
and  make  conversation  free  and  easy? 
Well,  we've  got  bad  news.  Along  with 
its  other  corrosive  eflFects,  alcohol  vir- 
tually obliterates  intelligent  conversa- 
tion, according  to  three  University  of 
California  psychiatrists.  The  research- 
ers put  18  young  couples  in  a  room, 
gave  each  person  two  very  stiff  drinks 
and  then  taped  the  ensuing  babble. 
An  analysis  of  the  transcript  showed 
that  the  drinkers  paid  little  attention 
to  what  anyone  else  said.  Instead, 
they  tended  to  interrupt  and  solilo- 
quize. When  they  did  respond  to 
someone  else's  remarks,  more  often 
than  not  the  retort  was  unrelated  to 
what  they  had  just  heard.  The  re- 
searchers later  gave  the  same  group 
two  placebo  drinks  and  the  conversa- 
tions were  uniformly  more  interactive, 
unselfish  and  lucid.        —New  Times. 

Grounding  Ford 

The  way  to  keep  the  President  at 
home  more  is  to  take  Air  Force  One 
away  from  him   and  make  him   fly 
Allegheny. 
—Peter  Lisagor,  syndicated  columnist. 


A  REPUTATION  IS  A  FRAGILE  THING 


That  point  was  hammered  home 
to  me  over  the  holidays  when 
looking  over  a  fascinating  batch 
of  old  newspapers,  some  dating 
back  to  the  Civil  War,  which  my 
parents  had  given  me  for  Christ- 
mas. Among  them  was  a  1923, 
black-bordered  edition  of  the  New 
York  Times  announcing  in 
screaming  headlines  the  sudden 
death' of  Warren  G.  Harding. 

People  today  tend  to  forget  how 
extraordinarily  popular  Harding 
was  as  President,  but  that  New 
York  Times  gave  vivid  proof.  The 
outpouring  of  grief  over  Hard- 
ing's demise  surpassed  that  of 
Abraham  Lincoln's. 

"We  ^  have  lost  one  of  otu:  great- 
est statesmen,"  cried  a  teary-eyed 
former  Vice  President.  "A  com- 
mon man  who  did  an  uncommon 
job,"  pronounced  a  noted  ptindit 
of  the  day.  "A  martyred  Presi- 
dent" was  how  Harding  was  de- 


by  M.S.  Forbes  Jr. 

scribed  by  scores  of  that  day's 
Prominent  People.  Friend  and  foe 
alike  commented  on  how  decent 
and  land  a  man  Harding  was.  The 
phrase  "a  nation's  heartfelt  loss" 
was  genuinely  heartfelt. 

Yet  within  a  year,  Harding's 
reputation  was  in  tatters,  shred- 
ded by  exposes  of  widespread  Ad- 
ministration corruption  and  by 
tales  of  Harding's  loose  and  high- 
living  ways.  The  "martyred  Presi- 
dent" soon  became  a  tawdry  sym- 
bol of  the  roaring  Twenties. 

Something  of  a  Harding-like 
metamorphosis  in  reputation  seems 
to  be  taking  place  with  another 
once-beloved  President,  John  F. 
Kennedy.  Like  Harding,  Kennedy 
was  only  in  his  third  year  of  of- 
fice at  the  time  of  his  death.  Like 
Harding,  Kennedy's  death  was 
widely,  deeply  mourned.  Both  had 
been  proclaimed  as  men  of  peace 
(Harding  for  the  Naval  Disarma- 


ment Conference  of  1922,  Kenne- 
dy for  the  1963  Nuclear  Test  Ban 
Treaty). 

Yet  today  the  public  is  treated 
daily  to  salacious  gossip  about 
JFK's  love  Hfe  (though  no  woman 
has  pronoimced  Kennedy  to  be 
the  father  of  her  child  as  Nan  Brit- 
ten did  with  Harding. 

Kennedy's  Administration  was 
not  corrupt  in  the  H.irding  sense, 
but  millions  of  one-time  admirers 
are  almost  as  shocked  over  FBI- 
and  CIA-related  revelations  con- 
cerning John  and  Brother  Bob,  as 
Harding's  contemporaries  were 
over  Teapot  Dome. 

As  one  of  many  millions  who 
lived  and  grieved  through  those 
November  days  more  than  12 
years  ago,  I  never  could  have 
imagined  that  JFK's  reputation 
could  have  fallen  to  so  shabby  an 
estate.  Reputations,  like  yesterday's 
clippings,  can  age  quickly. 
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CBHEHITHESKTSTHELIIJII 


Things  are  looking  up  for  portland 
cement,  the  key  ingredient  in  con- 
crete. Concrete  skyscrapers  get  taller 
and  taller.  Architects  and  builders 
keep  finding  ingenious  new  uses  for 
this  versatile  building  material. 
Today's  manufacturers  of  cement 
have  ample  reason  for  optimism.  De- 
mand is  on  the  rise  Excess  capacity 
is  no  longer  the  problem  it  was.  Indus- 
try forecasts  are  uniformly  favorable. 
As  the  leading  cement  producer  in  the 
entire  Wes:ern  Hemisphere.  Lone  Star 
Industries  is  m  a  unique  position  to 
take  advantage  of  this  situation. 

U  S  CEMENT  CONSUMPTIOt^ 

(millions  oHons)  ,,.. 


1947    50 


Beyond  this,  Lone  Star  is  also  deeply 
committed  to  another  field  that  has 
shown  strong  growth.  We're  a  leading 
retail  distributor  of  do-it-yourself 
building  materials,  through  a  network 
of  Home  Care  Centers. 

Two  industries  on  the  move.  And  Lone 
Star  IS  well  positioned  in  both  of  them. 
We  call  that  being  in  the  right  place  at 
the  right  time. 

If  you'd  like  to  know  m.ore  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


LONE  ^ 
STAR  M 
INDUSTRIES 


THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


Forbes 


Yankee, 
Come  Back! 


The  Vietnamese  want 
U.S.  businessmen 
and  U.S.  capital. 
And  we  want  their  oil. 

Imagine  this  vacation.  You  fly  Pan 
Am  to  Saigon.  Check  into  a  Hobday 
Inn.  Then  fill  up  your  Hertz  car  with 
Shell  gas  and  drive  over  to  the  Bank 
of  America  office  to  pick  up  some 
cash  before  touring  the  "historic 
battlefields  of  Vietnam." 

Only  nine  months  after  Ameri- 
cans were  scrambling  onto  trans- 
port planes  (in  living  color)  to  es- 
cape the  victorious  North  Vietnam- 
ese, a  number  of  our  largest  com- 
panies are  talking  to  attentive  Com- 
munists about  reestablishing  trade, 
industrial  development  and  even  tour- 
ism in  Vietnam.  This  is  no  half- 
baked  eff^ort.  Despite  "official"  U.S. 
opposition,  the  push  is  being  spear- 
headed by  the  likes  of  the  Bank  of 
America,  many  of  the  biggest  U.S. 
oil  companies  and  the  Asia  Pacific 
Council  of  American  Chambers  of 
Commerce,  which  claims  to  repre- 
sent 4,500  U.S.  businessmen. 

The  idea  boggles  most  minds  and 
sickens  many  stomachs.  But  the 
prospects  for  U.S. -Vietnamese  joint 
ventures  are  excellent,  mainly  for 
one  big  reason— oil.  Vietnam  has  it, 
probably  more  than  4  billion  barrels 
of  it  sitting  offshore,  untapped. 

By  war's  end  in  April,  Shell  (U.S.) 
and  Mobil  were  drilling  test  holes  in 
the  South  China  Sea,  with  three  of 
four  wells'  showing  oil  traces— a  good 
showing.  Dn  Apr.  4,  Shell's  giant  semi- 
submersible  Ocean  Prospector  rig  be- 
gan drawing  1,500  barrels  a  day  from 
a  site  200  miles  southeast  of  the  Me- 
kong Delta. 

Shell  and  its  50%  partner  in  the 
Vietnam  project.  Cities  Service— both 
hungry  for  new  crude  supplies  here— 
were  lured  into  the  South  China  Sea 
by  the  U.S.  Government  and  the  old 
Republic  of  Vietnam  in  1973.  The 
hope  was  that  oil  revenues  would 
prop  up  the  Vietnamese  government. 
In  all,  such  companies  as  Exxon, 
Skelly,    Union    Texas     (part    of    Al- 


Only  yesterday  Americans  were  fighting  to  get  out  of  Vietnam.  Now 
they     are     trickling     back,     carrying     briefcases     instead     of     rifles. 


lied  Chemical),  Marathon,  Sun  Oil 
and  Amerada  Hess  paid  $64  million 
for  concession  tracts  to  start  drilling, 
and  had  committed  at  least  another 
$160  million  to  complete  tests. 

"Based  on  our  short  experience, 
Vietnam  had  the  promise  of  becom- 
ing a  new  oil  province,"  the  chair- 
man of  Cities  Service,  Robert  V. 
Sellers,  told  Forbes.  "We'd  like  to 
get  back  and  confirm  whether  that 
is  right  or  not." 

Permission  Granted 

As  early  as  the  summer,  the  ma- 
jor oil  companies  began  calling  on 
the  U.S.  departments  of  State,  Com- 
merce and  Treasury,  requesting  the 
right  to  talk  to  the  new  Vietnamese 
government  about  going  back  in.  The 
State  Department,  at  least,  was  recep- 
tive. "It  was  a  question  of  cutting 
your  losses  now  or  pressing  on  in 
hopes  of  recouping  your  investment," 
says  a  State  Department  spokesman. 
The  Government  quietly  gave  them 
approval  to  talk. 

For  the  past  six  months  the  com- 
panies have  been  meeting  with  en- 
voys of  the  North  Vietnamese  and 
the  South's  Provisional  Revolutionary 
Government  in  Paris,  Singapore,  Ja- 
karta, Canberra  and  wherever  else 
they  can  find  them.  One  company 
even  managed  to  fly  an  oil  consultant 
to  Hanoi. 

Nothing  is  set;  but  U.S.  oilmen 
say  they  got  the  impression  that  the 
Vietnamese  wanted  to  deal. 

In  interviews  conducted  by  Forbes' 
Associate  Editor  Wilham  Reddig  and 
Reporter-Researcher  Susan  Denvir 
with  the  North  Vietnamese  commer- 
cial attache  in  Paris,  Do  Thanh,  and 
press  officer  Huynh  Nghiep,  the 
Communists  went  further  and  threw 
the  door  wide  open.  "The  proof  that 
we  want  to  develop  the  offshore  oil 
is  that  we  have  created  a  special 
department  for  oil   and   gas   that   re- 


ports directly  to  the  General  As- 
sembly," said  Do  Thanh,  who  then 
added:  "For  American  companies, 
along  with  other  foreign  companies, 
there  is  no  problem  on  coming  back." 

The  North  Vietnamese,  under- 
standably, will  not  honor  the  oil 
companies'  old  South  Vietnamese  con- 
tracts. But  Do  Thanh  did  say  that  a 
variety  of  new  arrangements  could  be 
made— "production-sharing,  service  or 
an  'enterprise'  [partnership  or  joint 
\'enture]  contract." 

"The  latter  would  involve  some  type 
of  cooperation  between  a  foreign  com- 
pany and  the  national  [Vietnamese] 
company,"  added  attache  Nghiep.  "I 
can  not  tell  you  ff  the  companies  that 
already  had  contracts  will  have  a  pref- 
erence, but  we  are  favorably  disposed 
to  work  with  those  companies." 

Apparently  the  Vietnamese  are  in 
a  hurry  to  develop  their  oil  industry 
and  then  spend  the  new  oil  revenues 
rebuilding  the  economy.  Unlike,  say, 
the  Chinese,  they  have  no  illusions 
about  being  able  to  develop  the  oil 
by  themselves.  They  need  and  want 
the  best  technology.  The  U.S.  com- 
panies have  it— and  can  also  save  them 
two  years'  lead  time.  The  Americans 
have  completed  their  seismic  tests  and 
are  about  ready  to  drill. 

Vietnam  has  been  getting  a  lot  of 
its  oil  from  Russia,  .:)ut  in  their  new- 
est trade  pact,  announced  Oct.  31, 
the  Russians  told  the  Vietnamese 
the  free  ride  is  over.  Vietnam  will 
have  to  pay  for  what  it  gets. 

China  is  no  help  either.  Right  now, 
it  needs  every  drop  of  oil  for  its 
own  industry  and  to  fill  its  export 
commitments  to  Japan.  Also,  China's 
recent  claims  on  two  sets  of  Viet- 
namese offshore  islands,  the  Para- 
cels  and  the  Spratlys,  are  another 
factor  driving  the  Vietnamese  into 
American  arms.  The  Spratlys  lie 
near  the  presumably  oil-rich  conti- 
nental shelf  of  Vietnam. 
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American  businessmen  believe  oil 
is  only  the  first  thing  the  Vietnam- 
ese have  in  mind.  Louis  Saubolle, 
the  Bank  of  America's  Asia  repre- 
sentative, spent  part  of  July  in  North 
Vietnam  meeting  trade  officials  and 
touring  the  Hanoi  area.  He  told 
Forbes  that  his  impression  is  that 
Vietnam  "wants  to  develop  realistic, 
mutually  beneficial  trade  contracts 
with  American  corporations."  He 
says  the  Vietnamese  talk  about  trad- 
ing their  coal  and  timber  for  our 
grain,  agricultural  implements,  com- 
munications gear,  trucks  and  auto- 
mobiles. Thanks  to  American  aid, 
Vietnam  has  a  sophisticated  infra- 
structure of  ports  and  roads.  And 
oil  could  go  a  long  way  toward  re- 
building war  damages.  But  Viet- 
namese ambitions  go  beyond  that, 
says  Do  Thanh:  "We  would  like  sci- 
entific and  technical  cooperative  rela- 
tions, as  well  as  economic." 

The  Vietnamese  have  even  been 
talking  about  tovuism,  although  one 
must  strain  to  imagine  busloads  of 
Americans  (or  French,  for  that  mat- 
ter) taking  snapshots  at  the  bloody 
battle  sites  of  Hue  or  Khesanh.  And 
the  climate  is  hot  and  muggy. 

The  Competition 

The  next  hurdle  for  U.S.  business- 
men is  convincing  the  Government 
here  to  lift  oiu:  trade  embargo  com- 
pletely. Businessmen  note  that  Jap- 
anese trade  officials  are  all  over 
Vietnam.  Companies  almost  as  well 
equipped  to  do  ofi^shore  drilling  as 
the  Americans,  hke  Italy's  state- 
owned  ENI  and  France's  ELF,  are 
also  talking  to  the  Vietnamese.  Sun- 
ningdale,  the  leader  of  a  Canadian 
consortium  that  had  an  old  con- 
tract (see  map),  now  has  a  man  in 
Vietnam  negotiating  a  return. 

The  Ford  Administration  may  be 
willing  to  lift  the  embargo.  In  de- 
claring his  "new  Pacific  doctrine"  on 
his  way  home  from  China  Dec.  7, 
President  Ford  said  the  U.S.  is  now 
"prepared  to  reciprocate  gestures  of 
goodwill"  in  Indochina.  In  an  earlier 
speech  in  Detroit,  Secretary  of  State 
Kissinger  flashed  the  same  kind  of 
signal. 

Vietnam,  too,  is  responding.  Its 
radio  has  stopped  talking  of  "heal- 
ing the  wounds  of  war,"  a  veiled 
request  for  war  reparations  from 
the  U.S.  Then  in  a  surprise  move 
last  month  North  Vietnam  returned 
the  bodies  of  three  American  air- 
men. Says  Representative  Gillespie 
V,  Montgomery  (Dem.,  Miss.), 
chairman  of  the  House  Select  Com- 
mittee on  Missing  Persons  in  South- 
east Asia  who  picked  up  the  bodies 
in  Hanoi:  "They  mentioned  twice 
that  they'd  like  to  develop   their  oil 


At  war's  end,  the  companies  named 
below  held  Vietnamese  tracts. 
It's  a  new  ball  game  now. 


A.  UNION  TEXAS-SKELLY- 

lOL 

B.  MARATHON  GROUP 

C.  MOBIL  KAIYO 

D.  MOBIL-KAIYO-AQUITAINE 

E.  SHELL  BHP 

F.  SHELL-CITGO 

G.  OMCO 
H.  EXXON 

J.  SUNNINGDALE-ELF 


Darker  tone  indicates  areas  of  test  drilling 


offshore.  I  got  the  idea  tht-y  wanted 
further  talks  along  that  line." 

How  soon  will  the  Yankees  be  re- 
turning to  Vietnam?  Several  politi- 
cal observers  doubt  that  President 
Ford  would  risk  lifting  the  embargo 
in  the  election  year.  But  when 
Forbes  asked  N^iep,  he  replicxl 
confidently  that  decisions  on  both 
sides  will  be  made  "dans  un  avenir 
relativement  proche"  (in  the  rela- 
tively near  future) . 

"In  time,  it  always  seems  to  hap- 
pen that  our  worst  enemies  be- 
come our  best  friends,"  says  Jack  C. 
Threet,  Shell's  vice  president  for  in- 
ternational exploration.  "I  think  Viet- 
nam    is     going     to     fall     into     that 


category." 

At  the  niomcnl,  the  whole  idea  may 
seem  farfetched  to  Americans,  still 
counting  the  toll  of  the  stmigth-sap- 
ping,  soul-searching  war.  But  aren't 
Japan  and  West  Ciermany,  our  World 
War  II  foes,  two  of  our  closest 
friends  today?  Isn't  it  possible,  in- 
deed likely,  that  fear  of  China  and 
distrust  of  the  Soviet  Union-along 
with  a  desperate  need  for  money- 
may  fracture  whatever  feelings  of 
solidarity  the  Vietnamese  may  main- 
tain with  their  ideological  brothers 
in  Peking  and  Moscow? 

Di'-tente,  Vietnamese  .style?  Strang- 
er things  than  that  have  happ<'ned. 
But  this  soon?  ■ 
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Eveready  Diapers? 


What's  Union  Carbide  doing 
in  the  diaper  business?  Diversifying,  says 
Chairman  Perry  Wilson.  But  that  can 
be  a  dangerous  trap. 


Wilson 

of 

Union 

Carbide 


Giant  Union  Car- 
bide Corp.  (1975 
sales:  $5.7  billion)  is 
awash  in  cash  after 
two  bumper  years  for 
chemicals,  the  compa- 
ny's basic  business.  In 
those  two  years  it  net- 
ted almost  as  much 
profit-$900  million-as 
it  did  in  the  previous 
five.  Add  to  that  an- 
other $550  million  in 
cash  that  it  began 
1974  with,  plus  the 
proceeds  of  a  $300- 
million  debenture  issue. 
In  sum,  you  can  see  why  Carbide  is 
having  no  trouble  financing  a  capital- 
spending  program  that  dwarfs  any- 
thing in  the  com.pany's  history. 

But  all  this  prosperity  may  be 
tempting  Carbide  onto  dangerous 
ground.  In  an  apparent  effort  to  add 
some  glamour  to  what  Wall  Street 
has  long  regarded  as  a  commodity 
chemicals  company.  Chairman  F. 
(for  Francis)  Perry  Wilson  is  launch- 
ing an  ambitious  program  to  make 
Carbide  more  of  a  factor  in  consumer 
products.  His  executives  talk  of 
spending  as  much  as  $150  million 
over  the  next  three  or  four  years  to 
expand  their  bridgehead  in  such 
products  as  water-treatment  equip- 
ment, medical  instruments,  fish  farm- 
ing and  even— hold  on  to  your  chair- 
disposable  diapers.  The  target:  $1  bil- 
lion of  profitable  revenues  by  1980. 

Why  is  Carbide  risking  a  classic 
business  mistake— tackling  somebody 
else's  hne  of  business?  For  one  thing, 
it  simply  has  the  cash  to  risk.  Also, 
historically,  chemical  booms  tend  to 
be  followed  by  busts;  successful  di- 
versification could  come  in  handy. 
But  perhaps  more  significantly,  the 
61 -year-old  Wilson  seems  determined 
to  create  a  flourish  in  the  four  years 
he  has  left  before  retirement.  Says  he: 
"These  businesses  are  people-inten- 
sive, not  capital-intensive.  We  have  a 
lot  of  talent. in  this  company  that  has 
not  been  used  in  the  past." 

Carbide,  of  course,  is  not  a  total 
stranger  in  consumer  products.  Its 
Eveready  batteries  are  a  $550-million- 
a-year  part  of  its  lineup,  and  have 
been  tops  in  their  field  since  Carbide 
got    into    the    business    back    in    the 


Twenties.  Carbide  also  makes  Glad 
food  wrap,  Prestone  antifreeze  and  its 
own  Eveready  brand  of  light  bulbs. 
In  trying  to  move  beyond  chemicals, 
however.  Carbide  has  also  had  its 
share  of  flops.  It  has  dabbled  and 
lost  in  semiconductors,  lasers,  fibers, 
synthetic  gems  and  is  now  pulling  out 
of  consumer  insecticides.  Its  medical 
instrument  group  is  still  tiny  and  the 
older  electronic  material  division  is 
less  than  2%  of  sales. 

Nevertheless,  the  burly  Wilson 
bubbles  with  confidence  when  he 
talks  about  Carbide's  prospects  be- 
yond the  chemical  industry.  He  points 
to  the  22  king-sized  greenhouses  in 
California's  SaUnas  Valley,  where  the 
company  is  growing  celery,  lettuce 
and  the  like.  When  the  plants  are 
three  or  four  inches  tall,  they  are  sold 
to  farmers.  By  substituting  plants  for 
seeds.  Carbide  claims  that  farmers  can 
cut  down  growing  time  enough  to  add 
another  yearly  planting.  Thus  does 
Union  Carbide  see  a  future  for  itself  in 
finding  ways  to  feed  the  world's  ever- 
increasing  billions. 

Also  on  the  food  front.  Carbide  is 
running  two  sea  farms  for  salmon  and 
trout  near  Seattle.  The  idea  is  to  feed 
the  fish  foods  that  make  them  grow 
faster,  and  then  rush  them  frozen  to 
"supermarkets  when  they  reach  "pan 
size."  Elapsed  time:  14  months,  vs. 
the  24  required  by  nature.  By  1980 
Carbide  hopes  the  two  farming  ven- 
tures will  add  $100  million  worth  of 
profitable  business. 

But  the  big  dream  is  disposable 
diapers.  Wilson  insists  that  he  has  a 
winner  in  his  Drydees,  which  will  be 
marketed  in  supermarkets  through 
Glad's  established  distribution  chan- 
nels. In  the  company's  first  test  mar- 
ket, which  runs  from  Boston,  Mass.  to 
Bangor,  Me.,  Wilson  claims  Drydees 
captured  better  than  18%  of  the  mar- 
ket at  $1.19  to  $1.22  for  a  box  of  12, 
vs.  $1.22  for  P&G's  Pampers.  The 
company,  however,  has  no  grandiose 
plan  to  blanket  the  U.S.  in  the  next 
few  months  with  its  diapers.  First,  it 
will  expand  into  other  East  Coast 
markets.  Then,  if  successful,  to  other 
regional  markets.  Wilson  says:  "It 
should  be  a  profitable  product  by  the 
time  I  reach  the  company's  manda- 
tory retirement  age  of  65  [in  1979]." 

W'ill    it?   Others   with   more    estab- 


Union  Carbide  is  hoping  housewives 
will  buy  its  Drydees  diapers  as 
eagerly  as  they  buy  its  Eveready 
batteries.  If  not,  Carbide  has 
wasted  a  lot  of  time  and  money. 


Ushed  consumer  businesses  have 
made  predictions  like  that  and  lived 
to  eat  their  words.  Procter  &  Gamble's 
Pampers  command  80%  of  the  market 
—and  even  its  main  competitor  Kim- 
berly-Clark loses  money  despite  the 
fact  that  its  Kimbies  hold  a  10%  mar- 
ket share.  Can  Union  Carbide  buck 
the  P&G  tide?  It  seems  improbable, 
to  say  the  least.  Its  product  doesn't 
appear  to  offer  a  revolutionary  im- 
provement over  Pampers.  Carbide's 
big  claim  is  that  Drydees  are  more 
absorbent,  so  the  baby's  bottom  stays 
drier.  But  P&G  has  been  making  simi- 
lar claims  about  Pampers  for  years. 
The  only  quick  route  open  to  Carbide 
is  to  cut  the  price  of  Drydees— a  step 
it  is  understandably  reluctant  to  take 
for  fear  of  losing  even  more  money 
and  also  for  fear  of  P&G's  retaliation. 

What  if  Drydees  flop?  Wilson  con- 
cedes with  a  wry  smile:  "I  wouldn't 
want  to  be   around  to  write  it  off." 

Wilson  is  aware  that  in  trying  to 
crack  consumer  markets,  he  is  rushing 
in  where  other  big,  technically  ori- 
ented companies  have  failed,  but  this 
isn't  stopping  him.  In  addition,  one  of 
his  diversification  moves  involves  the 
soon-to-be-announced  purchase  of 
Westinghouse  Electric's  waste-treat- 
ment business.  Westinghouse  is  get- 
ting out  of  the  business  because  it  is 
slimming  itself  dowTi  to  its  basic  lines 
(Forbes,  Dec.  1,  1975).  Maybe  Car- 
bide can  succeed  where  Westing- 
house failed,  but  it  will  take  some  do- 
ing. It  just  could  be  that  all  of  Car- 
bide's cash  has  led  Perry  Wilson  into 
some  dangerous  temptations.   ■ 
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The  Oil  Giants: 

An  Irresistible  Target 


Politicians  are  in  full  cry  against 

the  international  oil  companies.  Barring  a  change  in  public 

attitudes,  their  breakup  seems  inevitable. 


William  Slick,  an  Exxon  senior 
vice  president,  finished  his  testimony 
and  looked  up  nervously.  The  Senate's 
antitrust  subcommittee  was  consider- 
ing a  hill  to  break  up  big  oil  compa- 
nies, and  he  had  just  ticked  off  Ex- 
xon's version  of  the  economic  con- 
sequences: a  sharp  drop  in  spending 
to  look  for  oil,  which  exceeded  $15 
billion  last  year;  higher  costs  to  con- 
sumers of  $14  billion  annually;  and 
the  loss  of  470,000  jobs. 

Slick  could  have  done  less  home- 
work. Despite  the  crowd  of  lobbyists, 
staffers  and  newsmen,  only  one  sen- 
ator showed  up— Presidential  aspi- 
rant Birch  Bayh  (Dem.,  Ind.).  The 
witness  waited  anxiously  for  ques- 
tions. The  first  thing  Bayh  wanted  to 
to  know  was:  "What  does  Exxon  pay 
senior  vice  presidents  these  days?" 
Slick  huddled  with  his  attorneys  and 
soon  shot  back  an  answer:   $125,000. 

Another  question:  Was  Slick  a 
country  boy?  Had  he  ever  driven  a 
tractor,  planted  wheat  or  built  hog 
houses?  Unfortunately  not.  So  the 
Senator  recounted  his  own  rural 
background  and  railed  about  the  im- 
pact of  high  oil  prices  on  farmers. 
Soon  the  roll-call  buzzer  sounded. 
Bayh  hurried  off  to  vote,  and  the 
session  was  over. 

The  Senator  knew  as  well  as  the 
next  man  that  Slick's  salary  was  nei- 
ther exorbitant  nor  a  principal  cause 
of  rising  gasoline  prices.  He  was 
simply  playing  to  the  gallery.  Nev- 
ertheless, the  sometimes  clownish 
proceedings  at  these  hearings 
should  blind  no  one  to  the  fact  that 
the  drive  to  break  up  giant  oil  com- 
panies is  serious.  If  it  succeeds,  the 
entire  face  of  U.S.  "  industry  may 
change.  The  impact  will  be  far  great- 
er than  the  historic  1911  breakup 
of  Standard  Oil.  The  effect  on  in- 
vestors {see  box,  p.  29)  will  be 
enormous. 

There  has  already  been  one  close 
call.  Last  October  Senate  liberals 
slipped  an  amendment  to  break  up 
the  big  oil  companies  into  a  key  nat- 
ural gas  bill.  The  proposal  limited 
any  major  firm  to  just  one  phasp 
of  the  business:  production,  trans 
portation,  refining  or  marketing.  It 
would  have  split  the  five  major  U.S. 


oil  companies  into  at  least  two  doz- 
en smaller  firms.  The  amendment 
received  45  votes— support  that 
amazed  both  sides.  "When  I  intro- 
duced that  bill  four  years  ago,  ev- 
erybody laughed,"  says  Senator 
James  Abourezk  (Dem.,  S.D. ).  "Now 
it's  liable  to  be  an  electiouj  issue." 

No  Laughing  Matter 

The  oil  companies  aren't  laughing. 
After  the  Senate  vote,  hearings  there 
and  in  the  House  gained  momentum. 
The  Federal  Trade  Comrnission  quick- 
ly rejected  a  staff  recommendation 
to  drop  its  three-year-old  suit  seek- 
ing similar  restnicturing.  Now  ev- 
ery major  Democratic  Presidential 
candidate  except  George  Wallace  is 
on  record  for  oil  company  breakups. 

President  Ford's  backers  opposed 
hasty  action  during  the  fall  Senate 
votes,  but  even  the  Administration 
is  not  firmly  against  the  breakups. 
The  Federal  Energy  Administration 
is  beginning  a  massive  study  of  ener- 
gy companies.  "There's  bound  to  be  a 
major  change  in  the  structure  of 
the  oil  industry  within  the  next  five 
years,"    says    FEA    Deputy   Adminis- 


trator John  Hill.  "Forces  have  been 
unleashed  here  that  can't  be  stopped." 

The  stakes  are  enormous.  E.xxon's 
1975  revenues  of  $44.5  billion  rough- 
ly match  the  gross  national  prod- 
uct of  Belgium.  Of  the  ten  biggest 
profitmakers  in  the  U.S.,  six  are  oil 
companies  (Forbes,  May  15,  1975). 
Oil  giants  also  produce  21%  of  the 
nation's  coal,  32%  of  our  uranium 
and  20%  of  the  world's  petrochemi- 
cals. This  is  an  industry  where  $1 
billion  is  small  and  where,  conse- 
quently, the  potential  for  power  and 
abuse  of  power  is  immense. 

The  sentiment  for  breaking  up  the 
oil  leviathans  is  not  restricted  to  the 
left.  Some  conservatives  are  as  con- 
cerned about  giantism  in  industry  as 
about  giantism  in  government  and 
labor.  Big  Oil  has  few  outside  defend- 
ers these  days— even  though,  some- 
what belatedly,  it  is  trying  hard  to 
polish  its  image. 

Only  a  small  part  of  the  electorate 
is  interested  in  political  philosophy. 
But  as  men  like  Senators  Bayh  and 
Abourezk  well  know,  the  voters  want 
a  scapegoat  for  inflation .  in  general 
and  high  oil  prices  in  particular.  The 


OIL'S  FIXED  ASSET  PIE 

Each  segment  of  the  petroleum  industry 
is  a  major  industry 
in  its  own  right.  Dollar 
amounts  are  for  1974. 


CHEMICALS 

$11  BILLION  (7%) 
OTHER 

BILLION  (3%) 

TRANSPORTATION 

$16  BILLION  (10%) 


PRODUCTION 

$71  BILLION  (44%) 


Sourct:  Chase  Manhattan  Bank 


NING 

$32  BILLION  (20%) 

MARKETING 

$26  BILLION  (16%) 
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logical  target,  the  Organization  of 
Petroleum  Exporting  Countries,  is  be- 
yond the  reach  of  Congress.  But  what 
is  more  handy  than  International  Big 
Oil,  five  of  whose  seven  major  com- 
panies are  American?  And  that  steady 
stream  of  revelations  about  political 
payoffs— isn't  it  confirmation  to  the 
man  in  the  street  that  Big  Oil  has 
abused  its  size  and  power? 

The  breakup  proposals,  says  Stan- 
dard of  California's  Chairman  Harold 
Haynes,  "are  the  most  important  chal- 
lenge facing  our  industry  today." 
Haynes  heads  a  trade  association  com- 
mittee—with a  reported  $l-miUion 
budget— that  has  just  been  set  up  to 
oppose  the  breakups.  (Proponents 
have  their  own  Energy  Action  Com- 
mittee—staffed chiefly  by  former  Sen- 
ate lawyers— and  hope  to  raise  a 
matching  $1  million  through  news- 
paper advertisements. ) 

Of  course,  the  oil  companies  have 
just  begun  to  fight.  They  now  under- 
write public  television  specials  instead 
of  offering  free  glasses  at  the  pumps. 
Issue-oriented  advertising  aims  at 
polishing  images  rather  than  selling 
products.  But  there  are  risks:  If  Big 
Oil  mounts  a  slick  campaign  on  its 
own  behalf  it  will  be  accused  of  abus- 
ing its  power;  ditto  every  time  it  but- 
tonholes a  legislator.  Not  to  fight  is  to 
lose,  but  to  fight  too  hard  is  also  to 
risk  losing. 

What  form  would  the  potential 
breakups  take?  Divestiture,  the  tech- 
nical term  for  any  restructuring, 
comes  in  two  types:  horizontal  and 
vertical.  Horizontal  changes  would 
be  the  least  drastic,  forcing  firms 
to   get  rid  of  their  vast  nonoil  busi- 


nesses like  chemicals,  coal  and  nu- 
clear energy.  Their  elaborate  petro- 
leum networks  would  stay  intact. 
Vertical  breakups  would  be  far  more 
brutal,  requiring  integrated  oil  com- 
panies to  divide  their  operations  by 
function  and  allowing  each  new  firm 
to  engage  in  only  one  aspect  of  the 
business— production,  transportation, 
refining  or  marketing. 

If  either  form  becomes  law,  how- 
ever, it  would  most  likely  be  carried 
out  through  tax-free  spin-offs  to 
stockholders.  In  a  horizontal  break- 
up the  petroleum  company  would  re- 
main intact,  but  shareholders  might 
get  a  spin-off  of  coal  or  chemical 
holdings.  In  a  vertical  breakup,  the 
shareholder  might  well  end  up  with 
four  separate  pieces  of  oil  paper 
where  formerly  he  held  only  one. 

Messy  Divorce 

Any  change  would  be  messy.  As- 
sets, cash,  debt,  inventories  and  re- 
ceivables would  have  to  be  appor- 
tioned. So  would  management.  This 
could  take  years;  instead  of  tending 
to  business,  executives  would  spend 
time  on  divestiture.  There  is  a  re- 
cent but  far  simpler  precedent:  An 
antitrust  decree  split  movie  produc- 
tion and  theater  ownership  in  1948. 
But  even  this  relatively  simple  sep- 
aration took  seven  years. 

Congress,  however,  can  reach 
only  so  far.  Any  anti-oil  bill  would 
touch  directly  only  the  five  U.S.  in- 
ternationals—Exxon, Gulf,  Mobil, 
Standard  of  California  and  Texaco. 
It  would  have  little  effect  on  Royal 
Dutch/ Shell  and  British  Petroleum. 
Even    forcing    them    to    divest    their 


U.S.  interests  might  expose  U.S. 
firms  to  punishment  overseas.  "Peo- 
ple forget  to  look  at  this  thing  from 
OPEC's  perspective,"  says  one  oil 
company  president.  "If  U.S.  compa- 
nies aren't  around,  producers  would 
just  contract  with  BP  or  Shell.  Then 
we  would  have  to  buy  from  them, 
perhaps  with  some  extra  margin 
added."  In  short,  OPEC  wouldn't  be 
weakened  but  the  American  ability  to 
bargin  with  OPEC  might  be. 

Why  bother  to  break  up  Big  Oil? 
This  is  really  two  questions.  One 
is  economic:  Is  Big  Oil  using  its 
size  to  extort  profits  from  custom- 
ers? The  other  question  is  one  of 
political  philosophy:  Do  giant  oil  com- 
panies have  more  power  than  is  wise 
for  a  democracy  to  entrust  to  or- 
ganizations only  indirectly  respon- 
sive to  the  people? 

The  first  question  is  relatively  easy. 
No,  Big  Oil  has  not  soaked  consumers. 
Overall,  the  industry  has  not  been  es- 
pecially profitable.  Return  on  stock- 
holders' equity  of  the  top  domestic  oil 
companies  has  averaged  only  10.2% 
since  1954— slightly  lower  than  the 
rest  of  American  industry.  Smaller 
firms  engaged  only  in  production 
showed  better  profit  rates  than  the 
big  integrated  oils.  Probably  the  big 
companies  made  only  minimal  profits 
on  refining  and  distribution.  Instead 
of  greater  earnings,  their  integration 
made  for  lower  profitability. 

Last  year,  when  profits  were  high, 
the  international  oil  companies 
netted  13.3%  on  stockholders'  equity 
(Forbes,  Jan.  1).  This  was  several 
points  higher  than  the  all-industry 
medians,   but   well  below   the   profit 


Where  Shareholders'  Assets  Are 

The  oil  companies  have  followed  different  investment  policies.  After  a  split-up,  Standard  of  Indiana  shareholders 
might  end  up  u'ith  shares  chiefly  in  the  company's  sizable  exploration  and  production  divisions.  By  contrast, 
Mobil  shareholders  could  get  smaller  exploration  and  production  ventures,  but  more  refining  and  marketing. 

Assets  by  Major  Categories  (Billions) 


Properties 

Exploration  and 

Refineries 

Marketing 

Transportation 

Chemicals 

At  Cost,  1974 

Production 

Company 

(Billions') 

Atlantic  Richfield 

$  6.8 

$3.6  (53%) 

$1.2(17%) 

$0.7  (10%) 

$0.7(10%) 

$0.4  (6%) 

Continental 

4.4 

2.2  (50%)* 

0.6(14%) 

0.3  (  7%) 

0.3  (  7%) 

0.2  (5%) 

Exxon 

25.9 

9.2  (36%) 

5.6(22%) 

4.4(17%) 

3.8  (15%) 

1.7(7%) 

Gulf 

11.8 

5.6(47%)** 

1.9(16%) 

1.7  (14%) 

1.1  (  9%) 

0.7(6%) 

Mobil 

11.2 

4.4  (39%) 

2.6  (23%) 

2.4(21%) 

1.1  (10%) 

0.5  (4%) 

Shell 

7.5 

3.7  (49%) 

2.1  (28%  )t 

1.0(13%) 

0.5  (  7%) 

NA 

Stanciard  (Calif.) 

9.5 

4.8(51%) 

2.0(21%) 

1.4(15%) 

0.9  (  9%) 

0.3  (3%) 

Standard  (Indiana) 

9.6 

5.4(56%) 

1.2  (13%) 

1.0  (10%) 

0.9  (  9%) 

0.9(9%) 

Sun 

4.3 

1.6  (37%)t+ 

1.0(23%)t 

0.8(19%) 

0.3  (  7%) 

NA 

Texaco 

14.1 

8.1  (57%) 

2.9(21%)+ 

1.9  (13%) 

1.0  (  7%) 

NA 

*Doe3  not  include  coal 

operations  assets 

of  %667  million,  16%  of  total  assets. 

**Does  not  includ 

e  natural  gas  liquic 

s  assets  of  $381 

million,  3%   of  total   assets.         flndudes 

chemical   manufocturfn 

g   assets,   which 

company  does  not 

report  separately. 

tfDoes  not 

include  mining  assets  ol 

$348  million,  8% 

of  total  assets.         NA 

-Not  Available. 
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rates  of  such  industries  as  coal,  chem- 
icals, drugs  and  trucking.  (Bloated 
1974  oil  profits  were  largely  one-shot 
inventory  gains  from  oil  in  the  pipe- 
lines during  the  big  price  hike.) 

The  second  question  is  more  diffi- 
cult: Should  Big  Oil  be  broken  up  to 
prevent  undue  concentration  of  pow- 
er? It  involves  one  of  the  great  de- 
bates of  our  time.  Centrahzation  usu- 
ally brings  economic  efficiency,  but 
often  at  the  price  of  human  ahenation 
and  unresponsive  institutions. 

Americans  have  never  given  a  clear- 
cut  answer  to  this  question.  The 
Sherman  Antitrust  Act  and  the  whole 
line  of  laws  and  court  decisions  that 
followed  in  its  Jeffersonian  train  was 
one  response.  But  in  many  other 
areas  we  permitted  concentrations  of 
power  for  economic  efficiency. 

In  granting  a  near  monopoly  on 
telephone  service,  for  example,  we 
received  in  return  a  low-cost  product 
and  a  fair  measure  of  responsiveness. 
(The  1969  service  crisis  in  New  York, 
however,  showed  what  can  happen 
when  a  monopolist  makes  planning 
errors.)  When  the  supermarket  re- 
placed the  mom-and-pop  grocery 
store,  we  ruled  for  efficient  bigness; 
the  mom-and-pop  store  supplied 
neighborhood  gossip  and  credit,  but 
it  lacked  efficiency.  We  permitted 
huge  labor  imions  to  force  their  wdll 
on  fragmented  industries  like  truck- 
ing and  construction.  We  have  given 
Big  Government  increasing  power 
over  everyone's  lives.  Whatever  tradi- 
tion may  say,  Americans  are  ambiva- 
lent about  concentration  of  economic 
power:  In  theory  they  dislike  it;  in 
practice  they  enjoy  its  fruits. 

Abuse  Of  Power? 

Has  Big  Oil,  unlike  Big  Supermar- 
kets and  Big  Telephone,  abused  its 
power? 

If  sheer  market  share  is  the  measure 
of  abuse,  it  is  difficult  to  make  a  case 
against  the  industry.  Huge  as  it  is, 
Exxon  controls  only  8.5%  of  domestic 
production.  The  top  five  majors  ac- 
count for  barely  35%.  There  are  thou- 
sands of  small-time  drillers;  20  inde- 
pendents have  built  refineries  since 
1950;  the  penetration  of  nonbranded 
marketers  is  uo  from  18%  in  1965  to 
30%  today.  "The  sheer  statistics,"  con- 
cedes Thomas  Kauper,  the  Justice  De- 
partment's antitrust  chief,  "suggest 
that  this  isn't  one  of  our  more  con- 
centrated industries." 

Those  favoring  breakup,  however, 
are  often  merely  pursuing  their  ov^ti 
self-interest.  The  United  Mine  Work- 
ers, for  example,  opposes  oil  firms' 
coal  activities  because  it  is  harder 
to  bargain  with  a  diversified  energy 
producer  than  a  one-product  coal 
company.  Similarly,  the  35,000-mem- 
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Mixing  Oil  And  Coal. 

Since  1964  big  oil  firms  have  been  on  a  coal  buying 
binge.  They  now  own  or  control  over  20%  of  U.S. 
output-and  nearly  as  great  a  portion  of  the  nation's 
reserves.  Continental  Oil,  for  example,  has  more 
coal  than  Peabody,  Pittston  and  Westmoreland 
combined.  Critics  say  potential  conflicts  of  inter- 
est could  slow  coal  development,  but  oilmen 
argue  that  their  capital  is  a  boon  to  mining. 
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ber  Marine  Engineers  Beneficial  As- 
sociation contends  that  oil  company- 
owned  pipelines  may  divert  business 
from  tankers. 

Other  criticism  comes  from  small- 
er companies  that  claim  oil  company 
integration  hurts  them.  Take  Ronald 
Peterson,  who  operates  Chicago's 
200-station  Martin  Oil— one  of  the  na- 
tion's largest  independent  market- 
ers. Before  1973  he  got  his  gasoline 
f'-om  a  small  refiner  and  undersold 
the  majors  by  4  cents  a  gallon.  Dur- 
ing the  embargo,  his  supplies  were 
cut  off.  Now  he  claims  he  can't  match 
the  prices  at  Gulf's  new  discount 
stations  near  him.  "It's  awfully  hard 
to  compete  against  someone  when 
you  have  to  buy  your  product  from 
him,"  he  complains. 

Those  who  favor  divestiture  dear- 
ly love  the  smoke-filled-room  hypoth- 
esis. They  fasten  on  things  like 
crude  oil  exchange  agreements  and 
joint  ventures. 


Exxon,  for  example,  trades  nearly 
one-third  of  its  900,000-barrel  daily 
production  with  other  firms.  If  a 
Mobil  oiffield  is  near  an  Exxon  re- 
finery and  vice  versa,  they  swap 
crude.  Such  barter  helps  transporta- 
tion efficiency,  but  small  refiners  claim 
it  limits  the  crude  market  and  makes 
supplies  harder  to  get. 

The  majors  are  also  deep  into 
joint  ventures.  In  the  Middle  East, 
for  example,  Exxon,  Mobil,  Socal  and 
Texaco  are  partners  in  Arabian 
American  Oil  Co.  Back  home,  ten 
big  oil  firms  share  the  Texas-to-New 
England  Colonial  Pipeline.  Around 
the  world,  there  are  hundreds  of 
common  leases  and  production  proj- 
ects. "There's  a  complex  series  of 
structural  relationships  that  limit  com- 
petition," claims  Henry  Banta,  a  Sen- 
ate antitrust  attorney. 

But  are  these  intercompany  deals 
really  sinister?  London  economist 
Paul    Frankel,    a    respected    indepen- 
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Moody's  new  first  quarter  '76  Handbook  is  just  off  the  press. 
Here  in  one  neat  volume  is  important,  unbiased  information  on 
928  of  America's  most  widely  held  companies... facts  you 
should  have  to  make  sound  investment  decisions. 

In  today's  market ,  smart  investors  are  buying  the  companies, 
not  just  a  story  or  their  stock. 

All  the  more  reason  that  you  should  have  at  your  fingertips 
a  complete  run-down  on  the  company  you're  considering. . . 
to  help  verify  a  hunch... to  check  out  the  background  behind 
a  recommendation. 

You'll  find  it  presented  in  Moody's  Handbook  as  no- 
where else. 
•Company  background— A  description  of  the  business,  its 

products,  services,  markets,  acquisitions.  Sates  and  earnings 

broken  down  in  important  marketing  areas. 

•  Recent  developments.  Current  prospects.— E>etails  of  latest 
quarterly  sales  and  earnings.  Important  recent  events  which 
could  affect  performance.  An  evaluation  of  outlook  for 
the  current  year  and  longer  term. 

•Price  Action  Chart— 20-year  pattern  of  monthly  price 
ranges,  plus  appropriate  industry  and  general  market  trends 
for  easy  comparison. 

•  10-year  history —Comparative  numbers  going  back  10  years 
including  revenues,  profit  margins,  net  income,  working 
capital,  earnings,  stock  price  range,  etc. 

•  Shareholdings— Most  recent  report  of  current  sharehold- 
ings by  individuals  and  institutions. 

•  Moody's  comment— An  unbiased  evaluation  from  Moody's 
research  analysts  which  highlights  the  unique  character  of 
the  stock  and  classifies  it  as  high  grade,  investment  grade, 
medium  grade  or  speculative. 

•  Dividends— Most  recent  declarations  with  record  and  pay- 
able dates,  to  help  you  with  financial  planning. 

•  Interim  earnings— This  year's  quarterly  per-share  earnings, 
plus  three  previous  years,  to  show  seasonal  pattern. 

•Capitalization— Dollar  and  percentage  breakouts  of  debt. 
Preferred  and  common  stock,  and  surplus.  Plus  number  of 
common  shares  currently  outstanding. 

•  Plus— Essential  facts  at  a  glance.  Where  the  stock  is  traded. 


ticker  symbol,  indicated  dividend,  recent  price  and  yield, 

current  year  price  range. 

It's  all  here.  And  Moody's  updates  it  quarterly  to  keep  cur- 
rent facts  current. 

In  addition,  you'll  find  a  special  editorial  feature  which 
changes  with  every  issue  to  reflect  current  market  interest. 
Featured  in  Winter  '76:  Moody's  Economic  Forecast.  Analysis 
of  Stock  Price  Movements.  Plus  a  feature  on  Companies  show- 
ing strong  dividend  growth. 

These  are  the  facts. 

You  need  them  to  back  up  your  own  opinions. 

You  need  them  to  research  the  recommendations  you  get. 

You  need  them  stated  clearly  and  without  bias. 

You  get  all  this,  4  times  each  year,  in  Moody's  Handbook. 
Use  the  coupon  to  order  yours  today.  If  you're  not  fully  satis- 
fied return  the  Handbook  within  10  days  for  a  full  refund. 
I— ^  — —  —  — .— i  — —  —  —  —  —  —  —  —  —  —  — .  — —  —  —  . 

Moody's  Investors  Service  Inc. 
99  Church  Street 
New  York  10007 

TEN  DAY  TRIAL  OFFER -Order 
Moody's  Handbook  and  examine  it  thor- 
oughly. If  you're  not  fully  satisfied,  return 
it  within  10  days  for  full  refund. 

I  Gentlemen,  Please  send  Moody's  Handbook  under  (check  one) 

I  D  Trial  Plan— I  receive  Winter  '76  Handbook.  My  check  for 
I      $20  is  enclosed. 

I  D  Special  Savings  Plan— I  receive  all  4  Handbooks  for  1976, 
I     for  the  price  of  3.  My  check  for  $60  is  enclosed.  D  Bill  g 

I      me  later.  s 

I  i 
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Smart  Management?  Or  Preparing  For  The  Inevitable? 

Now  Gulf  Oil— and  several  other  firms— are  restructuring  their  oil  operations. 
The  goal:  to  raise  rates  of  return  on  refining  and  marketing.  Such  an 
organization  would  also  cushion  the  shock  if  Congress  breaks  up  the  industry. 
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dent  expert,  thinks  not.  He  says  huge 
capital  demands  make  these  deals  de- 
sirable: Not  even  Exxon  could  build 
the  $7-billion  Alaska  pipeline  alone. 
"Vertical  integration,"  Frankel  ex- 
plains, "is  the  natural  habitat  of 
risky,  high-investment  industries." 
New  York  oil  consultant  Walter  Levy 
—the  man  who  first  warned  of  the 
Middle  East  price  hikes— agrees:  "If 
you  cut  the  corporate  ties,  they'll 
quickly  be  replaced  by  long-term  con- 
tracts. What  have  you  gained?" 

In  short,  it  may  make  good  copy 
to  talk  darkly  of  conspiracy.  But  most 
of  the  joint  deals  are  made,  not  to 
keep  prices  up,  but  to  keep  costs 
down  and  finance  the  capital-guzzling 
monster  that  is  the  oil  business. 

There's  another  theory— advanced 
by  MIT  Professor  Morris  Adelman,  no 
frien^d  of  Big  Oil— that  integration 
keeps  the  industry  honest.  If  the  big 
boys'  power  makes  it  hard  for  a  small 
refiner  to  sell  his  product,  he  can  per- 
haps open  his  own  stations.  Also,  inde- 
pendents still  compete  successfully: 
When  Occidental  entered  Libya  in  the 
mid-Sixties,  oil  prices  soon  came  down 
throughout    Europe.     When    private 
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THRKE  FUNCTIONALLY  DIVIDED 
rREE-STANDING  PROFIT  CENTERS 


GULF  ENERGY 
&  MINERALS  CO. 

ASSETS  $4.5  BILLION 

REVENUES  $6.0  BILLION 

RETURN  ON  CAPITAL  18% 

E.  B.  WALKER,  President 


GULF  TRADING 
&  TRANSPORT  CO. 

ASSETS  $1.7  BILLION 

REVENUES  N.A. 

RETURN  ON  CAPITAL  11% 

H.  I.  Goodman,  President 


GULF  REFINING 
&  MARKETING  CO. 

ASSETS  $3.0  BILLION 
REVENUES  $6.0  BILLION 
RETURN  ON  CAPITAL  0% 

R.  W.  BALDWIN,  President 


marketers'  self-service  selling  caught 
on,  the  majors  brought  out  their  own 
"fighting  brands"— hke  Exxon's  Alert 
and  Gulfs  Easy  Go. 

In  the  end,  the  strongest  case 
against  Big  Oil  is  that  its  sins  are 
political  and  social,  rather  than  eco- 
nomic. In  his  bestselling  book  The 
Seven  Sisters,  British  writer  Anthony 
Sampson  reminds  readers  how  Big 
Oil  won  huge  tax  concessions:  Not 
only  depletion  and  drilling-expense 
deductions,  but  tax  credits— worth  bil- 
lions of  dollars  a  year— which  were 
used  to  ofi^set  what  were  really  royal- 
ties to  foreign  governments. 

The  industry  used' its  power,  how- 
ever, not  to  pile  up  excessive  profits 
but  to  assure  its  growth,  to  avoid  de- 
structive price  fluctuations  and-sur- 
prisingly-to  keep  the  cost  of  oil  rela- 
tively low.  If  Big  Oil  squeezed  the 
Treasury  out  of  tens  of  billions,  it 
did  so  Robin  Hood-style-by  passing 
cheaper  prices  along  to  consumers. 
This  was  no  act  of  charity.  In  com- 
panies as  big  as  the  oil  giants,  man- 
agement thinks  more  of  long-term 
growth  and  stability  than  of  quick 
profit.  Lower  prices  served  that  end. 
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Revenues  for  first  nine  months  1975. 
Returns  are  annualized. 
N.A.  not  available. 

To  the  extent  that  cheap  gasoline 
encouraged  wasteful  ways,  perhaps 
the  oil  companies  were  guilty  of 
abuse  of  power.  But  Big  Oil's  op- 
ponents also  argue  that  this  power  led 
to  unwise  allocation  of  capital. 

Look  what  happened  between  1955 
and  1970— the  greatest  years  of  low- 
cost  oil.  Industry  investment  in  mar- 
keting (mainly  service  stations) 
jumped  from  12*  to  18%  of  total  fixed 
assets.  At  the  same  time,  spending  to 
develop  new  oil  fell  ten  percentage 
points,  to  44%.  Money  was  going  into 
gas  pumps,  not  production. 

This  was  a  sensible  enough  decision. 
Middle  Eastern  oil  was  cheap.  Do- 
mestic oil  was  tax-sheltered  by  the 
depletion  allowance.  The  more  crude 
the  giants  could  sell,  the  more  money 
they  made.  So  they  were  willing  to 
lose  money  selling  oil  in  order  to  move 
more  of  it.  Critics  say  this  was  not  in 
the  national  interest:  Dollars  that 
might  have  been  spent  searching  for 
more  oil  went  instead  to  create  great- 
er sales  for  cheap  oil.  Otherwise,  our 
dependence  on  OPEC  producers 
might  now  be  less. 

During    those    years,    U.S.    service 
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Long  Distance  means  business. 


Bell  System 
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Bankers  Trust 
by  any  orfier  name 

is  Bankers  Trust. 


Bankers  Trust  isn't  always  called  Bankers  Trust  overseas.  But  we're  there.  All  over 
the  world  financing  foreign  trade.  I  n  all  the  major  money  centers.  And  we  also  offer  the 
full  scale  of  international  banking  services  — commercial,  investment  and  trust. 

Bankers  Trust  owns  a  part,  or  all,  of  each  of  the  five  financial  institutions  you  see 
here,  plus  an  interest  in  6  others.  We  also  have  26  representative  offices,  7  branches 
and  4  international  banking  subsidiaries.  Every  day  we're  handling  local,  national 
and  international  transactions  in  many  countries  you  might  want  to  be  in. 

So  take  a  look  at  our  list  when  you're  going  overseas.  (It's  grown  tremendously  in 
the  last  ten  years.) 
• 

International  Branches:  London  (The  City  and  West  End),  Milan,  Paris, Tokyo,  Singapore  and  Nassau. 
International  Banking  Subsidiaries:  BANKERS  TRUST  international  (Midwest)  CORPORATION,  Chicago,  BANKERS 
TRUST  INTERNATIONAL  (Southwest)  CORPORATION,  Houston,  BANKERS  TRUST  INTERNATIONAL  (Pacific)  CORPORATION, 
Los  Angeles,  BANKERS  TRUST  INTERNATIONAL  (Miami)  CORPORATION,  Miami. 

Affiliated  Institutions:  BELGIUM  Banque  du  Benelux,  S.A.,  Antwerp,  Brussels;  ENGLAND  Bankers  Trust 
International  Ltd.,  London;  GERMANY  Deutsche  Unionbank,  G.m.b.H.,  Frankfurt  am  Main,  Dusseldorf, 
Hamburg,  Munich;  ITALY  Bankers  Trust  Finanziaria,  S.p.A.,  Rome;  SWITZERLAND  Bankers  Trust  A. G.,  Zurich; 
CANADA  B. 7.  Capital  Services  Ltd.,  Toronto;  REPUBLIC  OF  PANAMA  Bonkers  Trus/S. A.,  Panama  City;  ARGENTINA 
Bullrich  S.A.  de  Inversiones,  Buenos  Aires;  AUSTRALIA  Ord-6. 7.  Co.,  Ltd.,  Sydney;  HONG  KONG  BT  Finance  Ltd., 
Hong  l<ong;  THAILAND  7ho/  Investment  and  Securities  Co.,  Ltd.,  Bangkok. 

Representative  Offices:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Birmingham,  Manchester, 
Brussels,  Copenhagen,  Madrid,  Rome,  Mexico  City,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Janeiro,  Sao  Paulo, 
Lagos,  Beirut,  Tehran,  Hong  Kong,  Jakarta,  Manila,  Seoul,  Sydney  and  Taipei. 

Welcome  to  the  Wide  World  of 
Bankers  Trust  Company 

Head  Office:  280  Park  Avenue,  New  York,  N.Y.  10017 


Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


WHEN  SHOULD  YOU 
TRACE  IN  YOUR  1976  ROLLS-ROYCE? 


When  most  people  purchase  a  new 
automobile,  they  already  know  how  long 
tlie  relationship  will  last.  They  recognize, 
from  the  outset,  that  the  car  they  drive  out 
of  the  showroom  today  will  rapidly  lose 
both  its  value  and  its  appeal. 

Fortunately,  there  is  an  exception  to 
this  rule.  The  Rolls-Royce  Silver  Shadow 
or  the  Rolls-Royce  Comiche.  Tradition- 
ally, these  cars  have  been  designed,  engi- 
neered and  built  not  for  the  moment— but 
for  the  ages.  Of  all  the  Rolls-Royce  motor 
cars  built  since  1904,  more  than  half  are 
still  on  the  road.  Perhaps  this  is  why  the 
Rolls-Royce  holds  its  resale  value  better 
than  any  ordinary  luxury  car. 


1979 


After  just  3  years,  most  luxury 
cars  have  been  separated  from  their  origi- 
nal owners  in  the  classic  syndrome  of 
trade-in  or  trade-up. 

Meanwhile,  you  and  your  Rolls-Royce 
are  still  enjoying  the  honeymoon.  Practi- 
cally every  day  you're  still  discovering 
new  Rolls-Royce  features:  A  sympathetic 
green  light  that  comes  on  when  your  fuel 
supply  is  down  to  three  gallons,  an  auto- 
matic speed  control  system,  eight  differ- 
ent adjustments  for  leg  room,  seat  height 
and  angle.  Your  Rolls  still  smells  like  a  new 
car  with  its  English-leather  bucket  seats, 
all-wool  carpets  and  rare  wood  work. 

Ic/OU  Maintenance  is  important  with 
any  car.  Your  Rolls-Royce  owner's  manual 
reminds  you  that  after  every  96,000  miles 
you  should  fit  new  flexible  hoses  into  the 
braking  systems.  It  is  interesting  to  note 


that  every  Rolls  carries  not  one,  but  three, 
independent  braking  systems,  including 
two  sets  of  massive  disc  brakes. 


1994 


An  automobile  with  180,000 
miles  under  its  belt  can  usually  be  expected 
to  develop  some  rather  disturbing  noises 
and  mannerisms. 

Your  Rolls-Royce  will  surprise  you. 
The  front  and  rear  suspension  systems  will 
continue  to  support  you  with  unflappable 
dignity,  regardless  of  speed.  The  alumi- 
num V-8  engine  will  purr  in  muffled  silence, 
responsive  to  your  every  wish. 


2011 


Any  35-year-old  car,  which  is 
still  on  the  road,  is  certain  to  make  heads 
turn.  But  it  won't  be  dated  styling  which 
people  will  admire  in  your  Rolls.  It  won't 
even  be  the  miracle  of  mechanical  endur- 
ance, for  this  has  come  to  be  expected 
from  these  fine  motor  cars.  Rather,  your 
Rolls  will  represent  a  worthy  and  almost 
timeless  investment  in  the  highest  art  of 
4-wheeled  transportation. 

At  your  earliest  convenience  visit  your 
Rolls-Royce  Dealer  (check  listing  on  op- 
posite page).  And  at  the  same  time  send 
for  the  188-page,  leather-bound  Owner's 
Manual— a  virtual  encyclopedia  of  fasci- 
nating information  on  the  specifics,  main- 
tenance and  operation  of  this  legendary 
motor  car.  Mail  $50  to  Mr.  Lynn 
Perkins,  Public  Relations  and 
Advertising  Manager,  Rolls- 
Royce  Motors  Inc.,  Depart- 
ment S306A,  Box  564,Paramus, 

N.J.  07652.  ©Rolls-Royce  Motors  Inc.  1976 
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SEE  THE  NEW 
ROLLS-ROYCE 
AT  ANY  OF 
THESE  DEALERS. 


ALABAMA 

Birmingham/Doug  Willey  Pontiac  Inc. 

ARIZONA 

Scotlsdale/Max  of  Switzerland 

ARKANSAS 

Sherwood  (near  Little  Rock)/ 
Russell  Chevrolet 

CALIFORNIA 

Beverly  Hills/Turnbull  &  Gamble  Inc. 
Costa  Mesa/Roy  Carver  Inc. 
Fresno/Fresno  Dodge/Rolls-Royce 
Pasadena/Peter  Satori  Co.,  Ltd. 
San  Francisco/British  Motor  Car 

Distributors,  Ltd. 
Sunnyvale/Mozart  Rolls-Royce 
Van  Nuys/Hamilton  Buick  Company 

COLORADO 

Denver/The  Kumo'  Motor  Car  Company 

CONNECTICUT 

E.  Hartford/Hoffman  Oldsmobite,  Inc. 
Greenwich/Imported  Cars  of  Greenwich,  Inc. 

FLORIDA 

Fort  Lauderdale/Taylor  Imported  Motors  Inc. 

Miami/C.  R.  Berry  Rolls-Royce,  Inc. 

St.  Petersburg/Scarritt  Motors,  Inc. 

West  Palm  Beach/Taylor  Imported  Motors  Inc 

GEORGIA 

Atlanta/lWitchell  Motors,  Inc 

HAWAII 

Honolulu/Universal  Motor  Co.,  Ltd. 

ILLINOIS 

Chicago/Loeber  Motors 

INDIANA 

Zionsville  (near  Indianapolis)/ 
Albers  Rolls-Royce 

KANSAS 

Overland  Park/Heshion  Motors  Incorporated 

LOUISIANA 

New  Orleans/ Durham  Motors,  Inc 

MARYLAND 

Bethesda/McNey  Motors  Inc. 
Glen  Burnie/Lee  Oldsmobile,  Inc. 

MASSACHUSETTS 

Boston /Foreign  Motors,  Inc. 

Natick,  Foreign  Motors  West  Incorporated 

MICHIGAN 

Detroit/Falvey  Motor  Sales  Co 
Troy/Falvey  Motors  of  Troy,  Inc. 

MINNESOTA 

Minneionka/Sears  Imported  Autos,  Inc. 

MISSOURI 

St.  Louis/Charles  Schmilt  &  Co. 

NEVADA 

Reno/Modern  Classic  Motors 

NEW  JERSEY 

Montclair/lmported  Motor  Car  Co. 

NEW  YORK 

Glen  Cove/Rallye  Motors,  Inc. 
New  York/Park  Ward  Motors,  Inc. 
Palmyra/Palmyra  Motors  Inc. 

NORTH  CAROLINA 

High  Point/Transco,  Inc. 

OHIO 

Cincinnati/Williams  Ford  Sales,  inc. 
Cleveland/Qua  Buick,  Inc. 
Columbus/Rolls-Royce  of  Columbus,  Inc. 

OKLAHOMA 

Tulsa/Siggi  Grimm  Motors,  Inc. 

OREGON 

Portland/British  Motor  Cars  df  Portland 

PENNSYLVANIA 

Philadelphia/Keenan  Motors,  Inc. 
Sewickley/Ascot  Imported  Cars,  Inc. 

RHODE  ISLAND 

Pawtucket.'Stemgoid  Pontiac  Corp. 

TENNESSEE 

Memphis,' Robertson  Motors,  Inc. 
Nashville/E.  Gray  Smith 

TEXAS 

Dallas/Overseas  Motors  Corporation 
Fort  Worth/Overseas  Motors  Corporation 
Houston/Sam  Montgomery  Oldsmobile  Co. 

UTAH 

Salt  Lake  City/Peck  &  Shaw  Fine  Cars,  Inc. 

VIRGINIA 

Richmond/Dominion  Rolls-Royce  Ltd. 

WASHINGTON 

Seattle/British  Motor  Cars  of  Seattle,  Inc. 

WISCONSIN 

Milwaukee/Uptown  Motors,  Inc. 

Mr.  Lynn  Perkins 

Public  Relations  and  Advertising  Manager 

Rolls-Royce  Motors  Inc  ,  Oept   S306A 

Box  564,  Paramus,  N  J.  07652 

rj   I  enclose  $50  00.  Please  send  me  a 

Rolls-Royce  Owner's  Manual, 
r]   I  enclose  $5.00.  Please  send  me  the 

broctiure  on  the  new  Rolls-Royces. 


Name- 


Address- 
City 


-Zip. 


stations  increased  by  25%,  to  nearly 
230,000.  FEA  officials  estimate  that's 
perhaps  twice  the  number  the  market 
can  now  support.  "The  majors  built 
sales  networks  that  the  customer  real- 
ly doesn't  want  to  pay  for,"  says 
Thomas  Sigler,  a  senior  vice  president 
at  Continental  Oil. 

Today,  all  of  that  has  changed. 
With  a  lower  depletion  allowance  and 
no  more  cheap  imported  oil,  the  ma- 
jors are  scrambling  for  real  earn- 
ings from  refining  and  marketing. 
"We've  got  a  $2.5-billion  downstream 
investment,  and  we're  barely  break- 
ing even,"  concedes  Exxon's  Bill 
Slick.  Gulf,  to  reflect  the  new  era, 
has  just  completed  a  total  reorgani- 
zation (see  chart,  p.  24).  Other  com- 
panies are  making  similar  changes 
so  each  integrated  function  will  be- 
come a  true  profit  center. 

The  drive  to  end  downstream  sub- 
sidies brings  new  problems.  A  key 
objective  is  to  reduce  the  number  of 
service  stations.  But  this  causes  cries 
of  foul  from  poUtically  powerful  in- 
dependent operators,  many  of  whom 
favor  industry  breakups.  Aheady, 
Pennsylvania  has  a  tough  new  "deal- 
ers' day  in  court"  bill— similar  to  fed- 
eral legislation  covering  auto  fran- 
chises. Maryland  has  another  new  law 


Can  5^5  =  10? 


How  does  Wall  Street— what  is  left  of 
it— feel  about  the  possibiUty  of  break- 
ing up  the  oil  companies?  A  good 
many  analysts  are  convinced  that  the 
parts  could  wind  up  being  worth  more 
than  the  whole.  Here's  how  that  rea- 
soning works. 

"If  Congress  made  firms  sell  assets, 
it  would  be  a  disaster,"  says  Faulk- 
ner, Dawkins  &  SuUivan's  Joseph 
Tovey.  "But  if  they  allowed  tax-free 
spin-offs  [a  more  likely  alternative], 
I'd  tell  my  clients  to  buy  the  hell  out 
of  most  major  oil  sticks." 

Look  at  the  arithmetic.  Texaco  as 
an  integrated  company  now  sells  for 
$23  a  share,  vs.  a  book  value  of  $35. 
Its  market  value  is  $6.2  bilUon.  But 
its  U.S.  oil  output  is  over  700,000 
barrels  per  day.  Wall  Street  currently 
prices  domestic  wells  at  about 
$10,000  per  daily  barrel— based  on 
values  of  pure  production  companies 
like  Louisiana  Land  and  Superior  Oil. 
By  this  standard,  Texaco's  domestic 
wells  alone  are  worth  $7  billion— more 
than  the  whole  company  today. 

Texaco  has  foreign  oil  too— five 
times  its  U.S.  production.  This  isn't 
worth  $10,000  per  barrel,  but  it  is 
worth  something. 

Now  turn  to  refining.  Common- 
wealth Oil,  a  so-so  refinery,  has  a  mar- 
ket value  of  nearly  $500  per  barrel  of 


(being  tested  by  an  Exxon  suit)  that 
bars  company-operated  stations. 

This  is  only  one  challenge  that 
oil  majors  face.  Others  come  from 
price  controls  and  the  entitlements 
program.  These  regulations  now 
Keep  many  independent  refiners  ahve, 
largely  at  the  majors'  expense.  Final- 
ly, the  new  energy  bill  mandates  a 
federal  probe  of  oil  company  account- 
ing—a search  for  those  hidden  profits 
that  critics  know  are  there. 

What  about  the  poUtical  clout  that 
served  Big  Oil  so  well  in  the  hey- 
day of  Lyndon  Johnson,  Sam  Ray- 
bum  and  Wilbiu"  Mills?  The  very 
image  has  now  become  a  burden. 
Railroads,  too,  once  had  vast  politi- 
cal power;  it  contributed  to  the  back- 
lash that  eventually  trapped  the  in- 
dustry in  a  maze  of  regulation. 

The  American  people  have  never 
quite  made  up  their  minds  how  se- 
riously to  take  their  alleged  aversion 
to  bigness.  Are  they  more  afraid 
of  big  oil  companies  than  of  econom- 
ic inefficiency?  That  is  the  real  choice 
here,  although  it  isn't  the  way  pol- 
iticians present  the  issue.  Breaking 
up  the  international  oils— a  major  na- 
tional asset  in  many  ways— is  not 
something  to  do  without  carefully 
weighing  costs   and  consequences.   ■ 


daily  capacity.  Thus,  Texaco's  million- 
barrel-a-day  U.S.  refineries  should  be 
worth  nearly  $500  million. 

Then  there  are  the  tankers,  the 
pipelines,  the  gas  stations.  What  are 
they  worth?  The  foreign  refineries  and 
marketing  networks? 

By  this  logic,  Texaco's  parts  end  up 
being  more  valuable  separately  than 
in  combination.  The  result  is  the  same 
for  most  other  oil  giants. 

Why,  then,  should  oil  company  ex- 
ecutives fight  the  breaking  up  of  their 
industry  at  all?  In  theory  they  repre- 
sent the  owners.  So  why  don't  they 
welcome  the  proposed  spin-offs  as  a 
handy  way  of  raising  prices  and  boost- 
ing stock  values? 

"Enhghtened  management  of  a 
company  this  size  can't  just  concen- 
trate on  the  shareholders,"  says  Mobil 
Chairman  Rawleigh  Warner.  "Inter- 
national oil  companies  are  a  national 
asset.  I've  got  to  think  about  what's 
good  for  government  and  the  pubUc." 

There  is  that— though  the  idea  of 
businessmen  defining  the  national  in- 
terest irks  the  enemies  of  Big  Oil.  And 
there  is  the  sentiment  of  Winston 
Churchill,  who  opposed  freedom  for 
India  with  the  famous  words:  "I  have 
not  become  the  JCing's  First  Minister 
in  order  to  preside  over  the  Uquida- 
tion  of  the  British  Empire." 
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The  Light  Beer  Game 


Miller  looks  like  the  early  winner,  Schlitz  a  bigger 
one  long  term.  And  score  another  one  for  advertising. 


The  Miller  Brewing  Co.,  since  1969  a 
subsidiary  of  Philip  Morris,  has  the 
fastest-growing  major  beverage  in  the 
country— Lite  beer.  Since  its  national 
introduction  last  January,  Miller  hasn't 
been  able  to  make  its  Lite  fast 
enough.  In  fact,  all  Miller  beers  are 
now  "on  allocation."  Lite  accounts  for 


20%  of  Miller's  production  of  12.6  mil- 
bon  barrels  last  year,  worth  around 
$100  million. 

Miller  achieved  the  sales  despite 
some  basic  drawbacks.  Its  Lite  is  es- 
sentially watered-down  beer.  A  12- 
ounce  can  has  96  calories,  vs.  150  for 
regular  beer    (but   two   for  diet   soft 


drinks).  In  other  words,  >'Ou  can  sUll 
get  heavy  drinking  Lite. 

Ordinary  beer  is  90^  water,  plus 
1;)arley,  malt,  yeast  to  ferment  the 
brew,  hops  to  add  a  tasty  bitterness 
and  sometimes  such  grains  as  com 
and  rice.  To  make  beer  light,  you  sim- 
ply increase  the  water  content.  You 
also  filter  out  nonfermentable  grain 
sugars  in  order  to  cut  the  calories. 
You  reduce  the  alcohol  content  from 
"around  5%  per  can  to  4.3%.  The  re- 
sult is  beer  with  much  of  the  beer- 
iness  taken  out. 

Despite  that  handicap,  plus  the  dis- 
mal failure  of  all  pre\ious  light  beers 
stretching  back  20  years,  the  boys  at 
Miller  and  the  McCann-Erickson  ad- 
vertising agency  saw  a  way  to  sell 
Lite  as  "everything  you  always 
wanted  in  a  beer— and  less."  Instead 
of  pitching  it  as  a  sissy,  diet  drink, 
they  sold  it  to  he-men  to  drink  all 
night  long  and  not  "get  filled  up." 

You've  seen  the  commercials,  no 
doubt.  In  one,  former  Chicago  Bear 
Dick  Butkus,  who  is  built  hke  a  bear, 
says  he  drinks  Lite  and  then  rockets 
a    strike    that    seemingly    turns    the 


The  Long  Hairs  Vs.  The  Stuffed  Shirts 


In  the  past,  Data  General  and  Digital  Equipment  have  prospered  in  the 
$1.5-billion  minicomputer  game  by  following  a  like  course.  But  no  longer. 


Seven  yeabs  ago  two  engineers  and 
a  computer  programmer  at  Digital 
Equipment  Corp.  did  what  many  ex- 
ecutives dream  about.  They  quit 
their  jobs,  took  in  a  Fairchild  semi- 
conductor salesman  and  a  Wall  Street 
deal-making  lawyer,  and  started  their 
own  minicomputer  company.  But  un- 
like dozens  of  other  fledgling  entre- 
preneurs, they  did  not  get  washed 
out.  All  are  now  multimillionaires. 
And  their  company.  Data  General, 
has  been  a  better  money-maker  than 
even  Digital  Equipment  (DEC). 

With  sales  of  only  $108  million  in 
its  last  fiscal  year  (ended  Sept.  30) 
Data  General  is  just  one-fifth  DEC's 
size.  But  dec's  profits  inched  up 
4.5%,  to  $46  million  ($3.85  a  share); 
Data  General's  soared  30%,  to  $12.9 
million  ($1.51  a  share).  Its  return  on 
equity  rose  a  bit  to  26%;  DEC's 
slipped  from  15.9%  to  13.5%. 

A  number  of  Wall  Street  analysts 
are  sure  they  know  what  DEC's 
trouble  is.  They  say  DEC— itself  an 
18-year-old  minicomputer  pioneer- 
has  become  a  stuffy  company  top- 
heavy  with  management;  the  vice 
president  of  sales  even  has  a  glass  and 
wood-paneled  office  and  a  built-in 
stereo  system. 


A  few  miles  away  at  Data  Gener- 
al's headquarters  in  Southboro,  Mass. 
the  contrast  is  striking.  There  are  only 
two  types  of  oflBce  furniture:  cheap 
steel  desks  and  cheap  folding  tables, 
the  kind  its  computers  are  made  on. 
Some  of  the  top  brass  wear  their  hair 
hippie-long  and  work  out  of  offices 
jammed  with  computer  printout  mate- 
rial. Pencil-thin  founder  and  president 
Edson  deCastro,  at  37  one  of  Data 
General's  oldest  executives,  never 
wears  a  tie  or  coat  and  hates  to  get 
to  work  before  10  a.m.  Some  analysts 
believe  the  company  really  has  no  top 
financial  man,  but  divides  those  re- 
sponsibilities among  top  management, 
which  also  includes  two  other  DG 
founders,  Herbert  Richman  and  Hen- 
ry Burkhardt  (picture  at  right). 

To  give  DEC  its  due,  it  was  the 
pioneer,  the  innovator.  It  took  the 
big  chances  and  made  some  mistakes. 
Data  General,  following  in  its  foot- 
steps, not  only  ran  a  leaner  ship, 
but  profited  from  DEC's  inevitable 
mistakes.  Data  General,  in  short,  has 
been  a  very  sharp  me-tooer. 

Data  General  and  DEC  sell  rough- 
ly comparable  machines  to  similar  cus- 
tomers. The  average  minicomputer 
costs  $2,500  to  $200,000.   Typically, 


scientific  labs  use  them  to  compute 
complex  formulas;  chemical  compa- 
nies use  them  for  production  control. 

But  now  the  two  companies  are 
going  their  separate  ways.  The  boys 
at  Data  General  want  to  build  a  fuUy 
integrated  company,  an  ambitious 
but  risky  course.  Their  old  DEC 
bosses  are  content  to  buy  parts  from 
others  and  concentrate  on  making  new 
and  better  computers. 

Data  General  already  makes  near- 
ly everything  in  its  computers,  from 
printed  circuit  boards  to  core  and 
semiconductor  memories.  Now  it  is 
gearing  up  to  make  the  most  of  its 
own  peripheral  devices.  Next  year 
alone  this  will  cost  $12  million. 

"The  minicomputer  industry  is  like 
the  auto  industry  in  the  late  1920s 
and  early  1930s,"  says  Data  General's 
deCastro,  "when  a  lot  of  companies 
made  various  bits  and  pieces.  Now 
there  are  only  a  few  fully  integrated 
companies.  The  small  computer  busi- 
ness is  going  that  way." 

Is  it?  One  person  who  disagrees  is 
chunky  Kenneth  Olsen,  49,  DEC's 
founder-president  shown  at  right 
with  DEC  director  Vernon  Alden. 
Says  Olsen:  "People  learned  in  school 
that  integration  was  the  thing,  ^^'hat 
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bowling  pins  into  match  sticks.  In  an- 
other, comedian  Rodney  Dangerfield 
is  in  a  beer  joint  so  tough  "that 
the  hatcheck  girl  is  named  Dominick." 

Miller  put  over  the  Ughthearted, 
macho  image  by  spending  a  fortune 
on  the  advertising.  Paine,  Webber's 
astute  beverage  analyst,  C.  James 
Walker  III,  estimates  Miller  poured 
in  $10  million-roughly  $4  per  bar- 
rel, vs.  the  industry  norm  of  $1. 

Miller  sold  a  lot  of  Lite,  but,  due  to 
the  astronomical  cost  of  launching  it, 
has  made  little  money  so  far,  even 
though  Lite  is  cheaper  to  make  than 
regular  beer  and  sells  at  a  slight  pre- 
mium ($1.75  per  six-pack,  vs.  $1.65 
for  Anheuser-Busch's  Budweiser) . 

Miller's  success  is  having  a  predict- 
able result.  It  is  attracting  competi- 
tion. Some  of  it  doesn't  look  too  seri- 
ous. For  example,  Rheingold  Corp.  is 
dusting  oflF  its  old  flop  called  Gab- 
linger 's.  Genesee  has  just  come  out 
with  "Fife  and  Drum  Extra  Lyte." 
Pabst,  the  nation's  third-largest  brew- 
er, is  gearing  up  a  light  beer.  But  An- 
heuser-Busch shows  no  interest. 

The  biggest  threat  to  Miller's  do- 


minion of  the  new  market  comes  from 
the  No.  Two  beer  maker  Schlitz 
(with  23.5  million  barrels  a  year), 
which  is  getting  into  the  act.  Though 
Schlitz  has  sold  only  100,000  barrels 
so  far,  already  Paine,  Webber's  Walk- 
er estimates  that  the  company  will 
sell  close  to  1  million  barrels  of  its 
Schlitz  Light  this  year,  thus  taking 
the  wind  out  of  Lite's  sales  growth. 

Schlitz  has  a  lot  going  for  it.  First 
off,  it  has  a  broader  distribution  net- 
work than  Miller.  Also,  thanks  to  Mil- 
ler's blitz  campaign,  there  isn't  enough 
Lite  to  satisfy  all  the  light  beer  drink- 
ers. Schlitz  doubts  that  it  will  have  to 
advertise  very  heavily.  "Miller  broke 
the  ice,"  says  Robert  A.  Uihlein, 
president  and  chairman  of  Schlitz, 
"and  other  people  can  come  in  on  a 
more  reasonable  support  basis." 
(Schhtz  ads  wiW  knock  the  compet- 
ing Ught  brands.)  Some  who  have 
tried  both  brands  say  Schlitz  Light 
tastes  more  like  beer  than  Lite. 

Miller  is  fighting  back.  It  contends 
that  Schlitz  is  illegally  using  the  name 
"Light."  Miller  has  filed  a  trademark- 
infringement  suit  in  the  federal  dis- 


trict court  in  Milwaukee  against 
Schlitz  and  two  other  brewers.  The 
case  will  come  to  trial  in  mid- 1976. 

"If  you  look  at  the  can,"  complains 
Miller's  marketing  vice  president,  Lau- 
ren Williams,  "the  'Schlitz'  is  damn 
small.  In  all  Schlitz's  advertising,  the 
brand  is  presented  as  'Light.'  "  Which, 
of  course,  sounds  the  same  as  Lite. 
Schlitz's  Uihlein  counters  that  "light" 
is  a  generic  term.  "Before  we  got  into 
this  our  lawyers  told  us  Miller  would 
not  have  a  leg  to  stand  on,"  he  says. 

Barring  a  big  loss  in  court,  Schlitz 
should  emerge  as  the  winner.  And  its 
overall  profit  margins  should  improve 
because,  imhke  Miller,  it  has  surplus 
capacity  to  give  to  Light. 

WTiatever  the  outcome  of  the 
Schlitz-Miller  battle,  the  beer  business 
may  never  be  the  same  again.  What 
Philip  Morris  has  done  with  Miller  is 
to  adapt  to  the  tradition-oriented  beer 
business  some  of  the  marketing  tech- 
niques that  have  made  PM  so  profit- 
able in  tobacco.  What  will  come  next? 
Chocolate-flavored  beer?  Beerless 
beer?  Or  will  the  whole  thing  just 
peter  out?  ■ 


The  three  fellows  on  the  left  founded  Data  General.  They  used  to  work  for  the  guys  in  the  suits,  who  now  help  run 
DEC.   The  strategies  of  the  two  companies  will   soon    make   them    as   different   as   the   executive   style   of  dress. 


that  really  means  is,  if  you're  in  a  sta- 
ble business  and  there  is  no  place  to 
grow,  you  grow  backwards.  We  v/ant 
to  save  our  capital  and  smart  people 
for  things  we  can't  buy  outside." 

DEC  does  make  some  of  its  own 
peripheral  gear  and  recently  started 
a  small  ^'semiconductor  operation,  but 
that's  all.  Olsen  firmly  believes  DEC 
can  make  more  money  by  spending 
its  capital  dollars,  which  this  year  wiU 
reach  an  estimated  $50  million,  on 
designing  and  developing  new  prod- 
ucts. Last  year  alone  DEC  brought 
out  over  40  new  products,  vs.  Data 
General's  15. 

Who's  right?  Investors  are  giving 
DEC  a  thin  edge.  DEC's  stock  re- 
cently sold  for  30  times  earnings; 
Data  General's  24. 

DEC  does  have  a  good  hand  to 
play.  It  has  a  sohd  35%  of  the  $1.5- 
billion  minicomputer  market.  By  con- 


trast, giant  Hewlett-Packard  and  In- 
ternational Business  Machines  each 
command  only  10%  to  11%.  Data  Gen- 
eral ranks  fourth,  with  8%. 

Most  knowledgeable  analysts  ex- 
pect Data  General  to  continue  to  grow 
rapidly,  too.  To  get  the  business  in 
the  past.  Data  General  reUed  heavily 
on  its  ability  to  make  the  machines 
cheaper  than  DEC,  and  then  sell 
them  at  a  lower  price.  Data  Gen- 
eral keeps  its  manufacturing  costs 
low  by  such  devices  as  using  plain- 
gray  toggle  switches  on  the  face  of 
its  machines;  DEC  uses  chrome- 
plated  ones.  And  in  the  biggest  sav- 
ing of  all,  Data  General  was  the  first 
minicomputer  company  to  use  plug- 
in  printed  circuit  boards  in  its  com- 
puters, which  eliminated  a  lot  of  ex- 
pensive hand  wiring. 

In  the  future,  Data  General  may  be 
free  to  raise  some  prices.   It  is  go- 


ing into  markets  where  DEC  has  so 
far  feared  to  tread.  Specifically,  it 
is  now  testing  its  own  computerized 
point-of-sale  system.  "This  is  a  large 
market  where  everybody  uses  al- 
most the  same  thing,"  deCastro  says, 
"so  our  investment  will  be  minimal. 
Nor  do  you  need  a  large  sales  force. 
There  are  only  a  few  large  super- 
market chains  in  the  country."  And 
Data  General  has  cash  for  such  ven- 
tures: $40-million-plus  at  last  year- 
end  and  almost  no  long-term  debt. 

But  DEC  too  is  well-heeled.  It  has 
around  $330  million  in  working  capi- 
tal and  a  debt/equity  ratio  of  20%. 

The  important  difference  between 
the  companies  now  is  that  Data  Gen- 
eral must  spend  money  both  on  new 
products  and  backward  integration. 
DEC  can  concentrate  on  new  prod- 
ucts only.  It  can  afford  a  mistake  or 
two.  Data  General  can  not.  ■ 
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Graham  Claytor's  Model  Railroad 


The  Southern  is  a  most  convincing  demonstration  of  why  the 
railroads  should  be  left  in  private  hands. 


Graham  Claytor  gets  as  starry- 
eyed  over  railroads  as  a  boy  gets  with 
his  electric  choo-choo.  He  even  has  a 
scaled-down  freight  line  in  his  back- 
yard, and  one  of  his  neckties  sports  a 
brakeman's  lantern. 

Claytor,  of  course,  operates  a  lot 
more  than  just  a  backyard  train.  The 
63-year-old  lawyer— former  clerk  to 
Learned  Hand  and  Louis  Brandeis— 
is  president  of  Southern  Railway,  the 
nation's  eighth-largest,  with  revenues 
of  $900  million.  (Brother  Robert 
Claytor  is  executive  vice  president 
of  the  competing  Norfolk  &  Western. ) 

And  Claytor  operates  very  well. 
Southern  is  far  and  away  the  nation's 
most  profitable  railroad.  By  Forbes 
Yardsticks  (/an.  i),  its  9.3%  five-year 
return  on  equity  is  nearly  double 
the  industry  median. 

What's  more  impressive,  Southern 
achieved  these  results  by  sticking  to 
railroading.  Other  lines  have  oil  (Un- 
ion Pacific),  timber  (Burlington 
Northern)  or  coal  (Norfolk  &  West- 
em)  properties  that  throw  off  income. 
Still  others— like  IC  Industries  or  Santa 
Fe  Industries— have  become  diversi- 
fied holding  companies.  Not  South- 
em.  "We  don't  pretend  to  know  any- 
thing about  pantyhose,"  says  Clay- 
tor, referring  to  one  IC  subsidiary. 

History  and  geography  provided  the 
setting  for  Southern's  success.  "The 
South  stayed  depressed  after  the  Civil 


War,"  says  Claytor,  "so  our  system 
didn't  overbuild  like  [those  in]  the 
Northeast."  And  he  adds:  "Our  ter- 
ritory [bounded  roughly  by  St.  Louis, 
New  Orleans,  Jacksonville  and  Wash- 
ington, D.C.]  is  the  fastest-growing 
industrial  area  in  the  country." 

Beyond  that.  Southern's  achieve- 
ment stems  from  hard  work  and  huge 
investments.  Under  D.  WiUiam  Bros- 
nan  III,  still  a  Southern  director  at 
71,  Southern  led  the  industry  by 
posting  capital  investments  of  nearly 
$500  million  from  1955  to  1965. 
While  rivals  paid  dividends  or  spent 
to  diversify,  Brosnan  stubbornly 
(and  wisely)  poured  his  cash  flow 
and  borrowings  into  new  equipment. 

The  spending  paid  off.  This  year 
the  Southern  will  carry  50%  more 
freight  than  it  did  in  1965  with  rough- 
ly the  same  number  of  employees. 
Also,  today  six  automated  yards  han- 
dle the  bulk  of  Southern's  traflBc.  The 
transfer  cost  per  car  is  under  $5,  ts. 
nearly  $10  for  the  labor-intensive 
switching  that  predominates  on  most 
other  lines. 

Southern's  ample  equipment  and 
well-maintained  track  enable  it  to  of- 
fer top-notch  service  that  helps  lure 
new  industries— like  the  Volvo  plant 
now  under  construction  on  its  south- 
western Virginia  mainline. 

Southern's  tip-top  shape  pays  off 
even  more  in  down  years— like  1975. 


For  lawyer  Graham  Claytor,  running  Southern  is  a  regular  rail  fan's  holiday. 


Through  September,  its  carloading 
was  off  18%;  fuel  costs  were  up  near- 
ly 50%,  and  wages  were  inflated  by 
^0%.  Yet  the  railroad  cut  expenses  by 
4%.  One  reason:  Southern  closed  its 
repair  shops  for  six  months  (and  fur- 
loughed  2,300  employees)  while  wait- 
ing for  business  to  pick  up.  It  could 
afford  to  do  that  because  its  ratio 
of  disabled  cars  was  the  lowest  in 
the  industry.  Still  Southern's  net 
income  was  off  nearly  30%— bad,  but 
not  nearly  as  bad  as  the  64%  drop  at 
the  neighboring  Seaboard  Coast  Line 
or  the  55%  decline  at  Southern  Pacific. 

The  Capital  Spender 

Graham  Claytor  is  keeping  the  faith. 
Like  Brosnan,  he  is  pouring  money  in- 
to plant  and  equipment.  At  $145 
million  last  year,  his  capital  spending 
was  the  highest  for  any  railroad  of 
its  size.  Southern's  biggest  gamble 
involves  a  $6-million  piu-chase  of 
Penn  Central's  200-mfle,  Norfolk-to- 
Wilmington  Delmarva  branch.  Re- 
building the  run-down  line  to  give  it 
access  to  high-revenue  chemical  traf- 
fic will  cost  $30  million  more. 

Working  behind  the  scenes,  Clay- 
tor has  been  intimately  involved  in 
creating  Conrail,  the  Northeast  re- 
gion's new  government-backed  carrier 
with  which  the  Southern  interchanges 
a  sizable  portion  of  its  freight.  Though 
Conrail  is  about  to  roll,  Claytor  is  wor- 
ried: "The  politicians  may  decide 
they've  given  the  railroads  their  mon- 
ey and  that's  it.  They've  just  hospital- 
ized the  terminally  ill;  now  we've  got 
to  cure  the  disease." 

Claytor's  cure  isn't  government  mon- 
ey. "Just  equalize  the  costs  of  trans- 
portation," he  argues.  "Railroads  spend 
23%  of  their  revenues  on  right-of- 
way  costs;  through  taxes,  truckers  pay 
about  4.5%;  barges  pay  nothing.  If 
we  raise  our  rates  to  cover  costs, 
we  lose  market  share  to  the  trucks." 

What  Claytor  wants,  then,  is  not 
direct  help  for  his  own  industry,  but 
fewer  subsidies  for  others.  Politically, 
that's  more  difficult  than  simply  get- 
ting additional  rail  aid. 

"We've  got  a  fighting  chance,"  says 
Claytor  bravely.  But  then  he  adds: 
"Unless  something  changes,  I  give 
the  rail  system  as  we  know  it  only 
about  ten  years."  By  running  a  model 
railroad,  he  makes  an  excellent  case 
for  leaving  the  industry  in  private 
hands  rather  than  trying  to  solve  its 
problems  with  the  ineffectual  pana- 
cea of  nationalization.   ■ 
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TWO  NEW  SMALL  CARS 

FROM  CHRYSLER  CORPORAnON 

HELP  YOUR  FLEET  IN  BIG  WMTS! 

The  standard  cars  of  the  future... 

the  new  Plymouth  Volare  and  Dodge  Aspen 

are  now  available  to  qualified  buyers  on  the 

Chrysler  Corporation  Fleet  Purchase  Plan. 


Big-Car  Satisfaction 

Chrysler  Corporotior^  has  taken  the 
things  people  wanted  in  big  cars  and 
engineered  them  into  two  new  kinds  of 
small  cars:  Dodge  Aspen  and  Plymouth 
Volar§.  They  offer  big-car  ride  with  a  totally 
new  suspension.  And  they  rival  big-car 
quiet  with  new  sound-deadening 
systems.  Plus  you  can  add  all  the 
important  options  to  match  the  comfort 
and  convenience  of  a  big  car.  And  the 
price  and  cost  of  operation  might  be 
the  biggest  surprise  of  all. 
Big-Car  Comfort... Small  Size! 
Aspen  and  Volar§  are  the  products  of 
years  of  intensive  Chrysler  Corporation 
design  and  testing.  With  their  roomy 
interiors  and  exclusive  isolated  transverse 
suspension,  they  are  as  comfortable 
and  ride  more  like  a  full-size  car. 
Low  Operating  Cost... Low  Maintenance 
With  Chrysler's  famous  Slant-6  improved 
for  even  better  fuel  economy  Volare  and 
Aspen  offer  good  mileage  combined 
with  low  maintenance  costs.t 


How  Do  You  Qualify  To  Buy? 

If  you  presently  have  as  few  as  ten 
vehicles  registered  in  your  name,  you 
qualify  for  Chrysler  Corporation's  gener- 
ous fleet  deals.  (They  con  be  in  any 
combination  of  cars  or  trucks  and  need 
not  be  Chrysler  products.] 
What  Do  You  Have  To  Do? 
See  your  participating  Chrysler-Plymouth 
or  Dodge  Dealer  now.  Incidentally  he's 
also  got  some  great  fleet  buys  on  larger 
Chrysler-built  cars,  plus  vans  and  trucks! 

AND  HERE'S  THE  "CUNCHER!" 


For  the  first  12  months  of  use,  any  Chrysler 

Corporation  dealer  will  fix,  without 

charge  for  parts  or  labor,  any  part  of  our 

1976  passenger  cars  we  supply  (except 

tires)*  which  proves  defective  in  normal  use, 

regardless  of  mileage.  Of  course,  the  owner 

is  responsible  for  normal  maintenance 

like  changing  filters  and  wiper  blades. 


'Tires  ore  covered  bv  tf^eir  own  monufOC'urer 

tEPA  estimated  mileage  for  sedan  and  coupe  models  equipped 
with  6-cylinder  engines  and  manual  transmissions  City  18  MPG. 
Highway  27  lylPG.  wagon  models  City  18  MPG,  Highway  30  MPG, 
Your  actual  mileage  may  differ  depending  on  your  driving 
habits,  the  coridition  of  your  car  and  optionol  equipment 


PLYMOUTH  VOLARE 
2-Door  Coupe 


PLYMOUTH  VOLARE 
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...Our  corporate  specialists  work  with  the  nation's  leading  companies  to  process  and  ship 
food  to  consumers  in  every  state— and  in  countries  around  the  world. 
Consider  the  source.  _, 

Manufacturers  Hanover 
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The  Electric  Ec<niom]K 
idea  viiose  time  nas 
ceme-again. 


•    II 


At  the  turn  of  the  century, 
America  had  some  good 
ideas.  Trolleys  clanged 
their  way  through  cities, 
leaving  the  air  as  clean  as 
they  found  it. 

Electric  automobiles 
hummed  around  town 
—leaving  the  dignity  of 
their  owners  intact.  And 
the  local  horse  population 
unperturbed. 

But  energy  of  all  types 
was  abundant.  Air  quality 
was  something  we  took  for 
granted.  Progress  often 
became  synonymous  with 
expediency.  And  good 
ideas  gave  way  to  what 
some  thought  were  better 
ideas. 

Times  have  changed. 
We  see  an  Electric 
Economy  witli  a  score  of 
new  ideas  powered  by 
electricity  Plus  some  of 
those  good  old  ideas 
coming  back. 


The  trolley  is  a  prime 
example.  Plans  for  "light 
rail  vehicle  systems"  are 
springing  up  all  across  the 
country  —  because  trolleys 
cost  a  fraction  of  a  super- 
highway or  subway.  They 
don't  pollute.  And  the 
electricity  that  powers  them 
can  be  generated  with 
relatively  plentiful  fuels  like 
coal  and  uranium. 

In  The  Southern 
Company  system,  we're 
going  to  meet  the  demands 
of  trolleys,  electric  cars  and 
trains,  and  just  about 
everything  that  moves 
electrically. 

That  means  working  with 
our  customers  to  shift 
consumption  patterns  and 
help  balance  the  system 
load.  Working  with 
engineers  and  scientists  to 
develop  new  energy 
sources  and  improve 
existing  ones  like  coal. 


And  working  on  projects 
such  as  seasonal  pricing, 
air  conditioning  cycling, 
and  more. 

It'll  take  a  lot  of  hard 
work.  But  it  means  we'll 
be  able  to  welcome  in  the 
biggest  idea  of  all  —The 
Electric  Economy. 


The  Southern  Company: 

Alabama  Power 

Company 

Georgia  Power  Company, 

Gulf  Power  Company, 

Mississippi  Power 

Company, 

Southern  Services,  Inc. 

The 

Southern 

Company 

Perimeter  Center  East 
Atlanta,  Georgia  30346 
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The  Old  Nei/vspaper  Man 

Yesterday's  newspapers  may  be  dull. 

But  Media  General,  a  diversified  news  publisher, 

is  making  a  bundle  on  bundles  of  old  paper. 

Like  most  newspaper  chains  last  year, 
Richmond-based  Media  General's  six 
dailies  got  caught  between  rising 
newsprint  costs  and  falling  adver- 
tising. But  President  Alan  S.  Donna- 
hoe,  59,  shed  no  tears.  Not  with  per- 
share  earnings  for  1975  likely  to 
reach  $1.80,  up  45%  over  1974. 

It  isn't  that  Donnahoe  has  devised 
some  magic  publishing  formula  for 
his  newspapers— two  each  in  Rich- 
mond, Tampa  and  Winston-Salem, 
with  a  total  daily  circulation  of 
560,000.  Rather,  it  is  his  adeptness 
at  nonpublishing  ventures  that  has 
kept  Media  General  on  its  steep 
climb,  even  turning  higher  newsprint 
costs  to  its  advantage.  "We're  the  one 
publisher,"  he  says,  "that  benefits 
from  higher  newsprint  prices." 

It  does  so  because  it  is  in  the  old- 
newspaper  business,  as  well  as  the 
news  business.  Its  Garden  State  Pa- 
per Co.  subsidiary  takes  in  several 
hundred  thousand  tons  of  waste  pa- 
per yearly  and  turns  it  into  some 
280,000  tons  of  newsprint  that  it  sells 
at  about  $255  a  ton,  a  shade  below 
the  price  of  virgin  newsprint.  Its 
prime  customers  include  the  New 
York  Times,  the  Washington  Post 
and  the  Los  Angeles  Times.  That  re- 
cycling accounted  last  year  for  an  es- 
timated 40%  of  the  company's  $170- 
million  total  revenues  and  52%  of  pre- 
tax earnings. 

Newsprint  from  waste  paper  is  not 
Media  General's  only  diversification. 
But  it  is  the  big  one,  responsible  for 
all  the  profit  improvement  over  1974. 
Its  Tampa  TV  station  and  radio  out- 


let and  Fredericksburg  (Va. )  cable- 
vision  operation  brought  in  about  $11 
million  in  revenues  (7%  of  the  total) 
and  probably  a  bit  more  than  $4  mil- 
lion in  pretax  net  last  year,  while  five 
smaller  and  newer  ventures  lost  a 
small  amount  on  $5-million  revenues. 
Media  General  got  into  newsprint 
via  a  purchase  that  almost  ended  in 
disaster.  Garden  State— which  Media 
General  has  since  greatly  expanded 
—was  originally  half  of  a  $34-mil- 
lion  package,  bought  in  1970,  that 
included  the  ailing  Newark  Evening 
News.  Donnahoe  thought  he  could 
turn  the  paper  arotmd,  but  promptly 
ran  into  an  11-month  strike  by  the 
reporters,  one  of  the  bitterest  in  U.S. 
newspaper  history.  Finally,  in  1972, 
he  closed  down  the  Evening  News— 
after  recouping  the  initial  investment 
(and  then  some)  by  selling  the  Sun- 
day News  to  its  main  competitor,  the 
Star-Ledger,  for  $20  million;  he  also 
salvaged  $8-million  worth  of  equip- 
ment for  the  company's  Tampa  Times. 

Profit  From  Adversity 

Donnahoe,  a  former  printer's  dev- 
il who  earned  a  law  degree  at  night 
before  joining  the  company's  flag- 
ship Richmond  Times-Dispatch  in 
1950,  showed  a  similar  blend  of 
toughness  and  opportunism  at  the 
ill-starred  Financial  Daily.  That  pa- 
per, 80  pages  of  graphs  and  statis- 
tics, simply  didn't  sell  from  its  first 
day,  Aug.  7,  1971.  But  Donnahoe 
used  the  high-speed  computerized 
composing  and  printing  technology 
installed  for  that  project  to  break  a 


Al  Donnahoe  and 
his  gold  mine. 
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printers'  strike  at  the  Richmond  pa- 
per in  1971.  Now  production  pro- 
c-esses  at  all  the  company's  six  pa- 
pers are  among  the  most  advanced 
in  the  nation,  using  three-fourths 
the  employees  (at  lower  wages)  and 
half  the  floor  space  than  formerly. 

Bom  and  bred  in  the  newspaper 
business  though  it  was,  Media  Gen- 
eral last  year  for  the  first  time  got 
just  under  half  its  revenues  from  its 
newspapers,  vs.  55%  in  1974.  The 
percentage  could  well  continue  to  de- 
cline. A  newsprint  recycling  joint 
venture  with  the  Mexican  govern- 
ment will  start  production  this 
spring,  and  another,  with  the  Knight- 
Ridder  chain,  is  mider  consideration 
now.  But  Media  General's  futxire  in 
the  paper  business  depends  most  of 
all  on  raw  material  supply:  You  can't 
dig  or  grow  old  newspapers  from 
which  the  recycling  operation  starts. 

Donnahoe  is  approaching  the 
problem  with  characteristic  direct- 
ness. The  biggest  user  of  waste  pa- 
per—in the  form  of  fiberboard— is  the 
residential  construction  market. 
Having  seen  a  homebuilding  boom, 
and  then  heavy  foreign  demand,  more 
than  double  the  price  of  waste  news- 
print between  summer  1973  and 
early  1974,  Donnahoe  reacted  by 
buying  one  of  the  biggest  waste  pa- 
per brokers  in  the  New  York  area 
and  signing  long-term  contracts  with 
several  West  Coast  dealers.  He  is 
even  talking  about  setting  up  his 
own  national  collection  network. 

The  object  is  not  to  make  money  in 
the  collection  business  itself:  As  the 
1973-74  price  swings  suggest,  waste 
paper  is  a  wildly  cyclical  game.  But 
Media  General  needs  above  all  an 
assured  raw  material  supply  for 
what  is  already  its  most  profitable 
business  and  is  rapidly  becoming  its 
largest.  Says  Donnahoe,  "We'll  make 
sure  it's  worth  the  Boy  Scouts'  time 
to  go  out  en  masse."  ■ 
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Western's  172  offices 
and  our  experienced  staff 
are  what  make 
our  company  special. 

Western  managers 
have  real  savvy 
in  the  personnel  field . . . 
20%  have  been  with  us 
over  five  years. 
We  recruit  high-caliber  people 
and  select  exactly 
the  right  temporary 
for  your  specific  needs. 

Since  1948  we've  proven 

temporary  help 

is  a  money  saver. 

Call  Western  today... 

we're  in  the  white  pages. 

Western 

TEMFOEAaY  SERVICES.  INC 

WESTERN  GIRL  (OFFICE) 
MARKETIN6  /  INDOSTRIAL  /  MEDICAL  /  SANTA 

Corporate  Headquarters: 
123  Front  Street,  San  Francisco,  Calif.  94111 
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The  Numbers  Game 


Who's  Shafting  Whom? 


Libya's  Qabdafi  grabs  U.S.  oil  prop- 
erties and  pays  a  pittance.  That's 
called  Islamic  Renaissance.  The  for- 
mer government  of  Chile  confiscates 
U.S.  copper  properties  and  refuses  to 
pay  for  them.  That's,  called  exercise 
of  national  sovereignty.  Uganda's  "Big 
Daddy"  Amin  takes  anything  that 
strikes  his  fancy.  That's  called  anti- 
colonialism. 

A  U.S.  company  asks  to  get  paid 
when  its  overseas  subsidiary  is  na- 
tionalized. That's  called  American  im- 
perialism. Screaming  headlines  about 
political  payoffs  and  "meddling"  by 
Gulf,  Exxon,  ITT  and  others  don't 
make  it  any  easier  for  U.S.  firms  to 
defend  themselves. 

U.S.  multinationals  have  become 
everybody's  villain.  Now  the  United 
Nations  \s  getting  into  the  act.  The 
UN  has  established  what  it  calls  the 
Center  on  Transnational  Corporations, 
which  will  train  accountants  from 
poorer  coimtries  so  that  they  can  deal 
more  knowingly  with  the  multina- 
tionals. The  implication  is  that  Third 
World  tax  men  are  getting  a  fast  count 
from  the  big  corporations. 

The  main  issue  at  stake  \s  what  is 
known  as  transfer  pricing.  Transfer 
pricing  involves  the  shift  of  goods 
from  one  division  of  a  company  to 
another.  The  UN  is  interested  be- 
cause transfer  pricing  takes  place 
when  a  multinational  company  moves 
goods  from  a  subsidiary  in  one  coun- 
try to  a  subsidiary  in  another.  The 
argument  is  that  multinationals  mini- 
mize overall  tax  liability  by  manipu- 
lating their  transfer  prices. 

Take  a  hypothetical  example.  U.S. 
Global,  Inc.  has  a  turpentine  factory 
in  a  South  American  country  that 
taxes  corporations  at  a  70%  rate.  By 
charging  its  subsidiary  high  prices  for 
chemicals  that  Global  makes  in  the 
U.S.,  Global  can  siphon  income  from 
its  subsidiary  back  to  the  U.S.,  where 
taxes  are  lower.  Or  it  can  go  one  bet- 
ter by  undercharging  its  Swiss  sub- 
sidiary for  the  South  American  turpen- 
tine, shifting  pretax  net  into  Switzer- 
land, where  taxes  are  still  lower. 

In  practice,  however,  income  taxes 
are  only  one  of  many  reasons  for  vary- 
ing transfer  prices.  For  example,  Glob- 
al may  want  to  lower  transfer  prices 
to  avoid  steep  import  tariffs,  which 
would  make  its  goods  noncompetitive. 
It  might  want  to  exploit  export  sub- 
sidies or  minimize  foreign  exchange 
risk.  Now  add  a  dash  of  politics  to 
the  recipe:  Global  may  prefer  to  show 
a   slim   profit   in   some   countries   for 


public  relations  purposes.  Or  if  a  hos- 
tile government  throws  up  a  barrier 
to  the  remission  of  profits.  Global  may 
try  to  retrieve  its  earnings  covertly 
through  its  transfer  prices. 

If  it  is  very  dextrous.  Global  can 
take  advantage  of  interest  rate  dif- 
ferentials too.  It  can  make  prepay- 
ments to  subsidiaries  in  countries  with 
high  interest  charges,  and  delay  intra- 
firm  payments  of  accounts  receivable 
to  subsidiaries  in  low-interest  nations. 

The  multinationals  charge  not  only 
for  goods,  but  for  services  as  well. 
They  set  "royalties"  or  "management 
fees"  for  the  use  of  their  name  or  ex- 
pertise. If  a  firm  wants  to  get  income 
from  abroad,  it  may  set  the  royalty 
very  high;  it's  often  more  advanta- 
geous (for  tax  purposes)  to  use  roy- 
alties rather  than  dividends  to  remit 
money.  Because  of  this,  one  subsid- 
iary might  be  charged  a  much  higher 
rate  than  another— with  the  host  coun- 
try's full  knowledge.  The  same  pohti- 
cians  who  excoriate  Citibank  or  Exxon 
or  ITT  or  General  Motors  often  co- 
operate with  them.  Multinationals 
make  good  targets.  They  also  make 
convenient  bedfellows. 

One  chemical  company  executive 
says  privately  that  his  firm's  transfer 
prices  are  "compromises"  between 
what  is  optimal  for  tax  purposes  and 


Mark  Twain  had  some  nasty  thinj^s 
to  say  about  statistics  and  statisti- 
cians. It's  a  good  thing  he  never 
had   to  deal   with    "transfer  prices." 
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what  the  tax  man  would  allow.  It's 
the  oldest  game  in  the  world.  Ho£F- 
mann-La  Roche,  the  supersecret  Swiss 
pharmaceutical  firm,  admitted  when 
it  was  hauled  before  the  British  au- 
thorities that  transfer  prices  had  al- 
ways been  determined  by  "what  is 
reasonable  for  tax  purposes."  The  big 
oil  companies  are  masters  at  this. 

But  there  is  more  than  chicanery 
involved  here.  There  are  some  very 
difficult  questions.  How  do  you  pin 
down  a  proper,  "arm's-length"  transfer 
price?  Cost-plus?  Market  value?  Try 
cost-jJus:  How  do  you  accovmt  for 
research  and  development,  overhead, 
transportation,  reasonable  profit?  Try 
market  value:  How  do  you  decide 
which  market  value  to  use— the  price 
charged  by  a  cash-rich  firm  in  a  stable 
environment,  or  the  price  charged  by 
a  cash-starved  firm  in  a  fluctuating 
market?  Says  a  Conrmerce  Depart- 
ment official:  "With  floating  rates 
these  days,  if  anyone  thinks  he  can 
show  the  true  cost  of  something,  he's 
damn  good."  Transfer  pricing  is  an 
art,  not  a  science. 

The  multinationals  are  often  caught 
in  the  middle.  "We've  got  Third  World 
countries  saying  our  transfer  prices  are 
too  high,  while  the  [U.S.]  IRS  says 
they  aren't  high  enough"  complains 
one  drug  company  executive. 

The  U.S.  tax  authorities  are  very 
sophisticated  in  tracking  down  trans- 
fer price  abuses.  Armed  with  Section 
482  of  the  Internal  Revenue  Code, 
agents  produced  well  over  $300  mil- 
lion worth  in  one  recent  year.  The 
Code  specifies  that  the  correct  trans- 
fer price  should  be  determined  first 
of  all  by  market  value.  If  no  market 
price  exists  for  the  product  in  ques- 
tion, then  two  other  methods  are  used. 
If  neither  of  these  work,  the  agents 
and  company  lawyers  try  a  fourth 
method:  haggling.  It's  a  testimony  to 
the  complexity  of  transfer  prices  that 
haggling  is  the  most  common  method. 

The  IRS  even  has  difficulty  hag- 
gling consistently.  Hansard  Business 
School  Professor  Robert  Stobaugh,  an 
authority  on  multinationals,  cites  the 
case  of  one  Michigan  company  that 
appHed  a  cost-plus- 10%  method  for  as- 
signing transfer  prices;  the  local  tax 
men  had  no  questions.  But  an  East 
Coast  company,  manufacturing  the 
same  product,  was  pinched  for  the 
same  cost-plus  markup— by  East  Coast 
U.S.  agents.  "The  local  IRS  people 
set  the  rules.  It's  a  crazy  thing,"  says 
Stobaugh. 

If  U.S.  tax  authorities  have  trouble 
with  transfer  pricing,  what  hope  is 
there  that  the  developing  countries— 


or  a  pohtical  body  hke  the  UN— can 
deal  with  it  fairly?  The  people  who 
call  the  tune  at  the  UN  today— most- 
ly Communist  and  Third  World  na- 
tions—are always  happy  to  take  a 
whack  at  multinational  companies. 
How  can  such  an  organization  be  ex- 
pected to  deal  objectively  with  a 
complex  subject  like  transfer  prices? 

Mark  Twain  observed  that  there 
are  lies,  damned  lies  and  statistics— 
in  that  order.  Had  he  known  about 
transfer  prices  he  could  have  added  a 
supersuperlative. 

In  one  controversial  case,  the  Co- 
lombian government  prosecuted  sev- 
eral multinational  drug  firms— includ- 
ing Upjohn,  Pfizer  and  Abbott  Lab- 
oratories—for charging  their  Colom- 
bian subsidiaries  transfer  pripes  that 
exceeded  "world  prices"  an  average 
155%.  The  Colombians  say  they  com- 
puted world  prices  based  on  average 
quotations  plus  a  generous  margin  for 
error.  The  companies  scoff:  "They 
based  their  'world  prices'  on  the  Ital- 
ian price— and  everyone  knows  the 
Itahan  price  is  low  because  there  are 
no  patent  laws  [to  protect  R&D  costs] 
in  Italy,"  says  one  Pfizer  executive. 
Adds  an  Upjohn  vice  president:  "It 
was  just  a  political  thing." 

A  Respect  For  Facts 

Fortunately,  the  UN's  New  York 
man  at  the  Center  is  no  demagogue. 
He  is  a  talented.  Harvard-trained  econ- 
omist named  N.T.  Wang,  who  is  high- 
ly respected  both  by  Americans  and 
by  Third  Worlders.  Wang  personally 
is  not  interested  in  creating  propagan- 
da for  anti-Americans.  He  argues  in 
support  of  the  Center:  "Some  of  the 
government  officials  in  developing 
coimtries  don't  even  know  where  they 
can  find  the  necessary  figures." 

Besides  Wang's  sincerity,  there  is 
a  further  safeguard.  A  good  deal  of 
the  information  the  UN  would  need 
is  in  the  hands  of  our  Internal  Rev- 
enue Service.  The  UN  would  like  to 
see  some  treaties  signed  providing  for 
exchange  of  this  land  of  data.  But, 
says  a  U.S.  Treasury  official:  "We  are 
not  about  to  sign  treaties  that  would 
make  it  easier  for  anyone  to  put  the 
squeeze  on  American  companies." 

Harvard  Professor  Stobaugh  has 
this  to  say  in  defense  of  the  new  Cen- 
ter: "It  will  teach  the  developing 
countries  that  the  multinationals  don't 
reaUy  have  as  much  freedom  as  they 
think  they  do."  Stobaugh  is  assuming, 
of  course,  that  the  Third  World  gov- 
ernments are  interested  in  facts  rather 
than  in  a  statistical  excuse  for  break- 
ing their  promises.  ■ 
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too  Short  ? 


If  you're  like  many  busy,  successful  people, 
you've  undoubtedly  done  too  little  toward 
keeping  yourself  physically  fit.  And  that  can 
mean  you're  on  the  road  to  a  heart  attack, 
stroke,  or  a  host  of  other  "executive  killers." 
You  can  do  something  about  It  now  by  writ- 
ing for  tf>e  free  Bill  Em'^ierton  Indoor  Fitness 
Program  brochure.  It  explains  a  complete 
indoor  exercise  plan  devised  by  an  Australian 
marathon  runner  to  motivate  you  to  a 
healthier,  longer  life. 

Clip  and  mail  the  coupon  for  your  free 
brochure  today.  Because  what  good  is 
success  if  you're  not  around  to  enjoy  it? 
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Free-Enterprise  Answer? 


Nobody  has  a  magic  formula  for  reducing  today's  high  hospital  bills. 
But  the  profit-making  hospitals  are  at  least  chipping  away  at  the  problem. 


Soaking  hospital  costs  are  like  a  can- 
cer eating  away  at  the  body  econom- 
ic; hospital  bills  now  amount  to  40% 
of  total  medical  costs,  which  in  turn 
are  8^  of  gross  national  product. 
Consider  these  sickening  figures:  In 
the  nation's  6,000  community  hos- 
pitals, the  average  daily  cost  of  in- 
patients rose  from  an  offensive  $73.73 
per  day  in  1970  to  an  outrageous 
$113.21  in  1974.  Administrators  in 
this  mostly  nonprofit  field  blame  ris- 
ing wages,  inflation,  the  malpractice 
crisis  and  costly  demands  of  physi- 
cians. The  doctors,  in  turn,  blame  in- 
efficient administration. 

There  is  a  ray  of  hope,  albeit  dim 
and  flickering.  The  costs  at  investor- 
owned  hospitals  aren't  growing  as 
fast  (see  chart).  Even  after  allowing 
for  profits,  those  hospitals'  average 
total  bill  is  a  full  8.5%  less  than  that 
of  nonprofit  institutions.  That  hap- 
pens, despite  high  daily  charges,  be- 
cause patients  have  shorter  stays  in 
the  for-profit  hospitals. 

Are  free-enterprise  operators  more 
efiBcient  than  the  old  nonprofit  ad- 
ministrators? And  can  they  show  the 
nonprofits  how  to  cut  costs?  For  an 
insight  into  the  issue,  Forbes'  Jon 
Kingsdale  singled  out  Richmond,  Va.'s 
334-bed,  for-profit  Johnston-Willis 
Hospital,  one  of  62  owned  by  Hos- 
pital Corp.  of  America,  the  nation's 
top  chain  (estimated  1975  net  of  $21 
million  on  operating  revenues  close  to 
$400  mUhon).  Kingsdale's  report: 

In  1968,  when  HCA  took  over  the 
dowdy-looking,  50-year-old  "]-W,"  as 
people  around  here  call  it,  the  hos- 
pital was  making  $3.07  per  patient 
day.  Today  it  nets  $6.36,  and  shows 
a  robust  30%  return  on  equity. 

For  the  most  part,  HCA's  financial 
improvements  at  the  $14-million  (rev- 
enues) facility  have  come  from  such 
elementary  stuff  as  discounts  on  bulk 
purchasing,  less  costiy  employee  in- 
surance, sharing  personnel  and  facih- 
ties  with  the  firm's  nearby  Chippen- 
ham Hospital  and  refiguring  cost-plus 
reimbursement  contracts.  Says  J-W's 
affable  director,  John  Tol)in  Jr.: 
"We've  got  someone  looking  over  our 
shoulder  every  month  [from  the  head 
oflBce].  If  our  figures  don't  match 
parameters,  we  hear  about  it." 

Although  some  for-profit  hospitals 
have  reputations  for  cutting  costs 
and  services,  this  does  not  seem  true 
of  J-W.  It  is  considered  one  of  Rich- 
mond's finest  hospitals.  The  Reverend 
Fletcher  Low,  who  has  sent  members 


of  his  own  family  to  J-W,  claims:  "It 
has  the  best  emergency  ward  in  the 
whole  city."  Doctors  who  practice  at 
J-W  and  nearby  nonprofit  St.  Mary's 
and  Richmond  Memorial  add  that 
J-W  has  generally  faster  admissions 
and  laboratory  service,  which  can  re- 
duce a  patient's  stay  at  the  hospital 
—and  the  bill. 

Even  the  J-W  nurses,  who  still 
complain  about  HCA's  decision  to 
eliminate  the  Christmas  bonus,  laud 
the  parent  company  for  regularly  buy- 
ing new  and  expensive  equipment. 

Still,    at    least    one    long-standing 


criticism  of  for-profit  hospitals  applies 
to  J-W:  It  shifts  the  burden  of  treat- 
ing the  poor  and  training  physicians 
to  nonprofit  and  government  hospitals. 

If  you  arrive  at  J-W  dying  and  pen- 
niless, you  won't  be  turned  away. 
However,  J-W's  parent  company  tries 
not  to  locate  its  hospitals  where  the 
dying  and  penniless  hve.  (Only  2%  of 
its  patients  are  on  Medicaid,  vs.  a 
statewide  average  of  7%.)  Richmond 
Memorial  Administrator  John  Simp- 
son, while  generally  complimentary  of 
J-W,  adds:  "The  key  issue  is  accessi- 
bility. They  [the  for-profits]  put  them- 
selves where  the  aflBuent,  paying  pa- 
tients are."  Indeed,  J-W's  Tobin  con- 
cedes that  the  company  is  thinking 
of  abandoning  J-W's  urban  location 
for  Richmond's  white  suburbs. 

In  addition,  though  J-W  maintains 
necessary  money-losers  like  pediatrics 
and  psvchiatry  wards,  its  doctors  are 


encouraged  to  admit  a  "fair  share  of 
their  indigents  elsewhere,"  as  To- 
bin delicately  puts  it. 

The  result  of  such  practices  is  that, 
to  an  extent,  the  community  and 
charity  hospitals  take  the  unwanted 
poor,  while  J-W  and  other  business- 
run  hospitals  get  the  cream  of  the 
patients.  In  defense  of  the  for-profits, 
however,  men  like  Tobin  point  out 
that  J-W  pays  real  estate  and  corpo- 
rate income  taxes  that  help  support 
Richmond's  public  Medical  College  of 
Virginia  Hospital. 

"To  judge  the  for-profits,  >ou  need 
the  wisdom  of  King  Solomon,"  says 
Richard  Hughes,  Arthur  D.  Little's 
health-care  program  director.  But  he 
adds:  "If  you  consider  that  the  em- 
phasis in  health  care  over  the  last 
five  years  has  shifted  to  efficiency,  then 
the  chains  are  making  a  significant 
contribution." 

In  other  words,  the  for-profit  chains, 
if  only  by  example,  are  showing  tra- 
ditional hospital  administrators  that 
if  they  worry  more  about  saving 
money,  they  might  be  able  to  worry 
less  about  fund-raising  drives  to  cov- 
er deficits. 

Significandy,  since  1972  some  100 
mostly  nonprofit  hospitals  have 
awarded  management  contracts  worth 
about  $30  million  a  year  to  the  na- 
tion's 29  for-profit  chains.  The  leader 
in  the  management  field  (with  39 
contracts)  is  HCA's  Nashville  neigh- 
bor, Hospital  AfiBliates.  Both  firms 
have  begun  exporting  their  expertise. 
HCA  won  a  record  $70-million  con- 
tract to  build  and  manage  Saudi 
Arabia's  new  250-bed  King  Faisal 
Specialist  Hospital  in  Riyadh. 

Those  management  contracts,  plus 
the  rapid  growth  of  the  for-profit 
chains,  which  now  command  $2  bil- 
lion in  annual  revenues  and  6%  of  the 
hospital  market,  are  giving  critics 
pause.  For  example.  Representative 
Paul  Rogers  (Dem.,  Fla.),  once  an 
outspoken  skeptic  of  the  for-profit 
chains,  now  says:  "I'm  favorably 
impressed." 

Still,  Medicare  reimbursement  con- 
tracts limit  for-profit  chains  to  5%  or 
6%  aftertax  return  on  equity.  Nation- 
al health  insurance  could  extend  that 
formula  to  all  revenues— and  thereby 
knock  most  of  the  companies  out  of 
the  business.  The  for-profits  may  not 
have  the  magic  formula  for  slashing 
hospital  costs,  but  they  seem  to  de- 
serve a  better  fate  than  death  by  leg- 
islative fiat.  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


December  18, 1975 


4,000,000  Shares 


TESORO  PETROLEUM  CORPORATION 


$2.16  Cumulative  Convertible  Preferred  Stock 

($1  stated  Value) 


Convertible  into  Common  Stock  at  the  rate  of  approximately  1.724  shares  of 
Common  Stock  for  each  share  of  New  Preferred  Stock  (equivalent  to  a  conver- 
sion price  of  $14.50  per  share),  subject  to  adjustment  under  certain  conditions. 


Price  $25  Per  Share 

plus  accrued  dividends  from  the  date  of  original  issue. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State 
from  only  such  of  the  undersigned  and  other  dealers 
as  may  lawfully  offer  these  securities  in  such  State. 
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The  taming 
of  a  rough  diamond. 


^ 


You  are  looking  at  the  two  most  important  stages  of  a  diamond. 
As  nature  formed  it.  And  as  man  transformed  it. 

The  search.  Created  in  darkness,  and  born  of  volcanic  eruption, 
rough  diamonds  are  usually  found  embedded  deep  within  volcanic  rock  or 
buried  under  tons  of  sand.  Forcing  man  to  move  mountains  to  track  them  down. 

The  capture.  It  is  the  cutter  who  tames  a  rough  diamond.  A  master 

who  never  goes  against  the  nature  of  the  stone.  He  works  with  it  to  bring  out 

the  best  that  it  can  be.  Seeing  an  infinity  of  possibilities,  he  seeks  out  the  one 

"cut"  above  all  others.  In  size,  color,  clarity  and  shape.  For  the  destiny  of  each 

and  every  diamond  is  entirely  in  man's  hands. 

The  conquest.  This  is  a  3-carat  emerald  cut  diamond  worth  appro: 
imately  $18,000.*  It  is  a  rare  breed.  Because  it  is  large,  and  large  diamonds 
are  becoming  scarcer  every  day.  And  it  is  an  emerald  cut,  a  very  uncommon 
cut  for  diamonds  today.  A  magnificently  proportioned  diamond  that  turns 
light  into  a  million  prisms.  An  individual  with  a  character  and  a  personality 
all  its  own.  Tamed,  as  all  diamonds  are,  to  behave  beautifully.  Forever. 


A  diamond  is  forever. 

'This  value  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary 
in  value,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines.  Ltd. 


ati  Imericiiii  shoe  manufacturer 
get  a  toehold!  in 


He  couldn't  even  get  a  foot  in  the  door. 

Holland  imports  no  American  shoes. 

It  does,  however,  import  a  variety  of  other 

products  and  the  question  an  American 

multinational  company  needs  answered  is: 

"NX^at  are  the  markets  and  how  do  I  reach 

them?" 

TIME  may  be  able  to  help  you  in  this  area, 
not  only  in  Holland,  but  countries  every- 
where in  the  world.  With  international 
representation,  TIME  has  access  to  market 


information  that  would  surely  be  of  interest. 

As  to  how  you  reach  your  prospects,  you 
can't  miss  in  the  international  editions  of 
TIME.  Here  you  can  reach  a  continent,  a 
region,  or  a  single  country.  Once  you  know 
precisely  where  your  market  is,  the  rest  is 
easy. 

Before  you  draw  up  your  next  multi- 
national marketing  strategy,  why  not  talk 
it  over  with  TIME?  It's  likely  to  prove  fruitful, 
indeed. 


TIME 

Fcrr  multinational  marketing 


The  Marines  Have  Landed! 

Could  the  U.S.  seize  the  Middle  Eastern  oil  fields?  In  a 
realistic  new  adult  game  called  Oil  War^  the  answer  is: 
Yes,  but  it  would  be  an  empty  victory. 


President  Rockefeller  told  a 
stunned  nationwide  television  audi- 
ence last  night  that  the  U.S.  82nd 
Airborne  Division  had  made  a  sur- 
prise landing  at  the  Saudi  Arabian 
port  city  of  Dhahran;  U.S.  forces  were 
in  the  process  of  seizing  the  Saudi 
Arabian  oil  fields  and  port  facilities. 

President  Rockefeller?  A  U.S.  in- 
vasion of  Saudi  Arabia?  No,  it  didn't 
all  happen  while  you  were  away  for 
the  holidays.  It  is  part  of  a  scenario 
from  a  new  war  game  called  Oil  War 
that  simulates  an  armed  U.S.  take- 
over of  Persian  Gulf  oil  facilities. 

Ever  since  the  Arab  oil  embargo  of 
1973  and  the  quintupling  of  oil 
prices,  there  have  been  dark  rum- 
blings about  a  possible  U.S.  invasion 
of  the  Middle  East.  Now  Strategy  b- 
Tactics  magazine  has  tried  to  quantify 
the  possibilities  inherent  in  such  an 
invasion.  The  result  is  Oil  War. 

Strategy  ir  Tactics  is  a  smallish 
(32,000  subscribers)  bimonthly  mag- 
azine devoted  to  the  hobby  of  war 
gaming— the     simulation     of     battles 


based  on  their  actual  history  and  hy- 
pothetical future  wars.  The  maga- 
zine's editor  is  James  Dunnigan,  a 
former  game  designer  for  Avalon 
Hill,  another  publisher  of  war 
games.  He  became  editor  in  1969. 

Each  issue  of  the  magazine  con- 
tains a  new  game.  The  games  resem- 
ble a  sophisticated  sort  of  chess.  Ini- 
tially, learning  the  special  rules  is  dif- 
ficult and  time-consuming.  But  once 
mastered,  playing  the  game  is  chal- 
lenging and  fun.  Instead  of  a  chess- 
board, you  get  a  detailed  map  of  the 
battle  area.  In  place  of  chessmen,  you 
get  tiny  cardboard  counters  represent- 
ing military  units  of  varying  strength 
and  mobility.  A  throw  of  the  dice 
decides  the  outcome  of  individual  en- 
counters, but  chance  plays  only  a 
minimal  part;  sharp  strategy  and  tac- 
tics, not  blind  luck,  rule  the  game. 

"These  games  force  you  to  think," 
says  Dunnigan.  "You  cannot  simply 
assume  that  a  situation  is  going  to 
come  out  the  •  way  it  did  in  history. 
When  they  started  playing  our  games 


at  West  Point,  the  cadets  would  in- 
variably beat  the  staff,  because  the 
staff  was  going  in  with  fixed  [no- 
tions] about  tactics.  Our  games 
teach  you  what  can  happen.  The 
Army  teaches  you  doctrine." 

For  people  who  like  both  history 
and  games,  this  can  be  endlessly  ab- 
sorbing. A  match  can  take  from  two 
to  12  hours.  In  the  comfort  of  your 
living  room,  you  can  be  Napoleon 
and  remake  history  by  walloping  Well- 
ington at  Waterloo— just  as  Napoleon 
might  have  done  had  Marshal  Ney 
brought  his  forces  up  faster.  You  can 
shorten  the  U.S.  Civil  War  by  driving 
through  the  border  states  early  in  the 
game  and  cutting  the  Confederacy  in 
two.  You  can  change  the  outcome  of 
World  War  I  by  concentrating  all 
the  German  forces  on  the  Western 
Front,  leaving  the  Eastern  Front  to 
the  Austro-Hungarians  to  defend. 

The  games  are  highly  realistic.  The 
quirks  of  history  are  factored  in.  For 
example,  in  the  Civil  War  game,  the 
Union  player's  numerical  superiority 
is  partly  offset  by  his  inferior  gen- 
erals; a  special  rule  restricts  the  num- 
ber of  men  he  can  move  at  any  one 
time,  just  as  the  Union's  incompetent 
generals  did  in  the  war. 

In  1974,  after  letters  from  several 
of  his  readers,  Dunnigan  decided  to 
design  a  game  to  simulate  a  Middle 
East    invasion.     He    measured    Arab 


capabilities  by  extensive  reading  and 
by  talking  to  the  builders  of  the  oil 
production  infrastructure  and  other 
experts.  He  assessed  the  U.S.  forces' 
logistical  problems  by  studying  the 
Pentagon's  own  field  manuals  and 
even  built  in  the  differences  in  train- 
ing. Thus,  the  game  allows  for  the 
superiority  of  a  U.S.  squadron  of 
F-4  fighters  over  a  larger  squadron 
of  Iranian  F-4s,  and  so  on. 

Dunnigan  made  a  series  of  assump- 
tions. He  assumed  outbreak  of  yet  an- 
other Arab-Israeli  war  and  another 
oil  embargo.  The  European  nations 
would  help,  or  at  least  acquiesce  in, 
a  U.S.  invasion,  and  Israel  would  pro- 
vide base  facilities.  Iran  would  come 
to  the  aid  of  Saudi  Arabia  to  protect 
its  sphere  of  influence.  And,  in  the 
game,  Saudi  Arabia  would  defend  it- 
self better  than  some  expect. 

Who  Wins?  Nobody 

The  Oil  War  game  raises  some 
fascinating  speculations.  Who  would 
win  such  a  war?  Dunnigan  says,  at 
least  going  by  his  game,  "Nobody 
wins  really."  He  adds,  "It's  a  ques- 
tion of  racing  the  clock.  If  it  takes  us 
longer  than  two  weeks  [to  take  over] 
the  facilities  will  be  98%  destroyed." 

Dunnigan  believes  that  the  Arabs 
would  not  set  fire  to  the  oil  since  it 
could  never  be  replaced.  But  the  pro- 
duction facilities— the  pumping  sta- 
tions, the  refineries  and  port  facilities 
—could  easily  be  sabotaged.  And  in 
the  game— as  probably  in  real  life 
—America's  firepower  advantage 
would  be  oflFset  by  the  need  to  keep 
our  scattered  forces  supplied. 

The  Arabs  would  have  little  trouble 
destroying  their  own  production  in- 
frastructure. "A  pumping  station  can 
be  destroyed  by  misuse  just  as  ef- 
fectively ...  as  by  dynamite,"  says 
Dunnigan.  "After  two  days  the  facil- 
ities would  be  20%  to  50%  destroyed." 
Even  assuming  a  crash  effort  to  re- 
place the  facilities,  no  oil  would  flow 
for  three  or  four  months,  and  it  might 
take  a  couple  of  years  to  get  back  to 
full  production.  And  it  would  cost 
biUions  of  dollars.  Meanwhile,  the 
whole  world  would  be  crippled  by  the 
lack  of  oil. 

Dunnigan  is  no  advocate  of  a  real 
oil  war.  "You're  gambling  too  much," 
he  concludes.  "You're  risking  a  world- 
wide depression  that  would  take  a  lot 
longer  to  recover  from  than  the  loss 
of  oil.  It's  an  unacceptable  risk." 

Isn't  Dunnigan  concerned  that  his 
Oil  War  game  might  put  ideas  into 
the  heads  of  future  commanders?  "It 
doesn't  scare  me  to  know  that  people 
in  the  Army  are  thinking,"  Dunnigan 
rephes  with  a  wry  grin.  "Most  of  the 
problems  in  the  past  have  been  when 
the  Army  didn't  think."  ■ 


The  Ratings  Game 

TV  programmers  have  enormous  salaries^  limos^  free  houses- 
even  shoeshine  boys  in  their  offices.  And  they  also  have 
about  the  worst  job  in  all  U.S.  business. 


Millions  ride  on  your  every  move. 
But  because  you  have  no  facts,  you^ 
must  rely  on  hunches.  If  you  guess 
wrong,  you  are  fired.  And  to  top  it 
off,  while  you  are  worrying  about  your 
own  neck,  you  are  also  personally 
responsible  for  many  of  the  compa- 
ny's worst  prima  donnas  and  misfits. 

The  job— perhaps  the  worst  in 
American  business— is  chief  pro- 
grammer for  any  of  the  top  three 
television  networks.  It  pays  over 
$250,000  a  year,  but  even  Mike 
Dann,  once  one  of  the  most  success- 
ful programmers  ever  at  CBS,  con- 
cedes: "It's  the  kind  of  job  that  sends 
you  to  the  Cornell  cardiac  arrest 
center."  (Or  as  in  his  case,  into 
consulting  for  public  television  five 
years  ago. ) 

This  year  the  job  is  worse  than 
ever.  Because  of  the  recession,  ad- 
vertisers decided  to  wait  and  buy 
only  the  season's  proven  hits.  Prior  to 
the  start  of  the  season  only  30%  of 
total  prime-time  commercial  space  for 
the  full  year  was  presold,  down  from 
an  average  of  50%  to  55%. 

Tuning  Out 

Instead  of  hits,  the  programmers 
served  up  a  succession  of  flops.  Only 
ten  of  September's  26  new  shows  are 
still  on  the  air.  There's  only  one 
big  hit-CBS's  "Phyllis." 

The  price  of  TV  commercials  de- 
pends on  the  show's  ratings.  A  top- 
rated  show  like  "All  in  the  Family" 
can  command  as  much  as  $60,000 
per  half  minute;  a  low-rated  show 
like  "Fay"— the  first  one  dropped  this 
season— may  bring  only  $15,000. 

The  effect  of  this  year's  clinkers 
on  network  profits  may  be  quite  dra- 
matic, though  you  won't  see  the  full 
impact  until  advertisers  start  bidding 
on  the  holdovers  for  next  season.  Ev- 
ery prime-time  rating  point— which 
equals  about  696,000  homes— can  rep- 
resent as  much  as  $10  million  in  pre- 
tax profits  to  a  network,  according  to 
Mike  Darm. 

By  the  end  of  the  year,  NBC's  and 
CBS's  respective  ratings  were  down 
1.9  and  1.4  rating  points.  ABC's  was 
up  1.6  points.  The  net  probable  ef- 
fect is  that  next  season  ABC  should 
get  $40  million  more  revenues,  and 
NBC  and  CBS  each  $20  million  less, 
than  would  otherwise  be  the  case. 

All  that  makes  for  enormous  pres- 
sure on  the  three  top  television  pro- 


grammers—ABC's Fred  Silverman, 
NBC's  Marvin  Antonowsky  and  CBS's 
Lee  Currlin. 

Though  he's  only  38,  Silverman's 
rumpled  suits  and  lifeless  monotone 
make  him  seem  at  least  ten  years  old- 
er. When  asked  about  the  pressure 
he's  under,  he  just  rolls  his  eyes 
toward  the  ceiling  and  says  nothing. 

Silverman  succeeded  his  mentor 
Darm  in  1970  and  preserved  CBS's  20- 
year  record  as  the  No.  One  rated  net- 
work. His  trademark  is  "hammock- 
ing,"  or  sUpping  in  a  new,  unproved 
show  between  two  winners.  That's 
what  he  did  with  "Phyllis."  That  show 
prospers  resting  between  "Rhoda"  and 
"All  In  the  Family"  on  Monday  nights. 

Last  May  ABC  lured  him  away  by 
offering  over  $250,000,  plus  such 
perks  as  a  chaufiFeur-driven  limousine, 
houses  and  oflRces  on  both  coasts.  The 
day  ABC  landed  him,  its  stock  climbed 
$4  per  share  (for  a  $69-million  in- 
crease in  market  value) . 

Silverman  got  to  ABC  too  late  to  do 
anything  about  this  fall's  shows.  How- 
ever, ABC  has  posted  a  surprisingly 
strong  record.  Two  of  its  initial  nine 
new  shows  are  moderate  hits— "Starsky 
and  Hutch"  ( about  cops )  and  "On  the 
Rocks"  (about  robbers  in  jail).  Such 
are  the  vagaries  of  programming  that 
the  man  largely  responsible  for  those 
shows,  Martin  Starger,  was  eased  out. 

For  the  so-called  second  season,  be- 
ginning this  month,  Silverman  is  stick- 
ing to  tried-and-true  formulas.  For  in- 
stance, his  new  situation  comedy, 
"Laveme  and  Shirley"  is  a  spin-off  of 
"Happy  Days",  and  "Bionic  Woman" 
is  the  distaff  side  of  "The  Six-Million- 
Dollar  Man."  A  12-part,  nighttime 
soap  opera  will  be  based  on  Irwin 
Shaw's  bestselling  epic.  Rich  Man, 
Poor  Man.  Silverman  is  gearing  up 
for  next  fall  too,  partly  by  pirating 
away  Nancy  Walker,  the  housekeep- 
er on  NBC's  "McMillan  &  Wife"  and 
the  mother  on  CBS's  "Rhoda." 

NBC  has  a  new  man,  too— Marvin 
Antonowsky,  formerly  head  of  re- 
search at  ABC.  But  while  Silverman 
is  careful  not  to  boast,  Antonowsky 
started  the  season  claiming  that  NBC 
would  knock  CBS  out  of  the  top  spot. 
For  a  couple  of  weeks  early  in  the 
season,  NBC's  World  Series  coverage 
did  just  that.  Lately,  however,  NBC 
has  been  consistently  trailing  CBS  by 
a  full  rating  point. 

Antonowsky  has  reacted— some  say, 
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ABC's  hit  "Starsky  and 
Hutch"  helped  the  net- 
work's ratings  to  chmb. 
But  programmer  Fred  Sil- 
verman can't  take  the  cred- 
it, or  the  blame  for  super- 
dud  "Mobile  One"  forthat 
matter.  He  was  still  at 
CBS  when  his  predecessor 
picked  the  shows.  His  first 
shows  are  airing  now  for 
TV's  "second  season." 


CBS  programmer  Lee  Cur- 
rlin  is  new  to  the  job,  too. 
He  replaced  Silverman.  So 
he  also  doesn't  deserve 
credit  for  TV's  only  smash, 
"Phyllis."  The  blame  for 
the  worst  bomb,  "Beacon 
Hill,"  goes  to  boss  Bill 
Paley.  He  liked  the  show— 
a  soap  opera  with  preten- 
tions. CBS  is  still  No. 
One,  but  vulnerable. 


Marv  Antonowsky's  grab 

so  far  has  been  longer 

than  his  reach.  Despite 

his  vows,  NBC  still  trails 

CBS.  Only  two  of  his 

eight  new  shows  are  still 

on  the  air.  Aging  cop  "Joe 

Forrester"  is  solid,  but 

"Ellery  Queen"  is  not.  If 

ratings  don't  improve, 

NBC  might  give  him  what 

he  gave  disappointing 

"Fay"— the  axe. 


overreacted— by  killing  six  of  NBC's 
eight  new  shows.  Traditionally,  pro-' 
grammars  waited  many  weeks  to  get  a 
clear  reading  of  the  public's  reaction. 
But  Antonowsky,  the  aggressive  son 
of  a  Brooklyn  fruit  store  owner,  con- 
tends that  he  can  make  accurate 
judgments  after  just  two  weeks,  partly 
through  phone  surveys— Did  you  like 
the  show?  Will  you  watch  again? 
When  he  killed  "Fay"  after  only  three 
weeks,  the  show's  star,  Lee  Grant, 
denounced  Antonowsky  on  national 
TV  as  "the  mad  programmer." 

The  criticism  of  his  approach  has 
turned  the  once-champagne  taste  in 
Antonowsky's  mouth  to  sour  grapes. 
The  mere  mention  of  his  rivals  drives 
the  six-foot,  six-inch  executive  right 
up  his  postered  walls. 

"I've  heard  a  lot  of  comments  from 
CBS  executives  that  Silverman  had 
lousy  program  development  for  three 
years,"  says  Antonowsky.  "That's 
why  CBS  is  having  such  problems 
in  prime  time  now.  Besides,  Silver- 
man left  CBS  with  a  terrible  day- 
time situation." 


Then  why  did  ABC  want  Silver- 
man enough  to  pay  him  $250,000  plus 
perks?  With  a  wave  of  his  hand 
meant  to  dismiss  Silverman,  An- 
tonowsky says:  "You're  talking  about 
a  company  that  was  desperate.  They 
got  a  guy  with  a  reputation  and  they 
paid  big  bucks  for  him." 

Over  at  CBS,  the  man  who  got 
Silverman's  job,  Lee  Currlin,  is  the 
epitome  of  comportment.  The  for- 
mer Benton  &  Bowles  ad  executive 
who  came  from  the  sales  side  at  CBS 
dresses  conservatively  and  says  quiet- 
ly and  sincerely:  "All  my  meetings 
with  Paley  have  been  calm." 

William  Paley,  who  built  CBS  by 
demanding  performance,  can't  blame 
Currlin  for  this  season's  disappoint- 
ment. Currlin  inherited  the  shows 
from  Silverman,  but  that  doesn't 
mean  that  Paley  isn't  putting  pressure 
on  him,  demanding  (for  openers)  im- 
proved replacements  for  the  "second 
season."  "I'm  sure  Paley  is  calling 
Currlin  morning,  noon  and  night," 
says  Dann,  Paley's  programmer  for 
eight  years. 


Because,  in  effect,  each  of  the  net- 
works has  a  new  programmer,  the 
pattern  so  far  is  to  axe  shows,  not 
people.  But  if  the  ratings  slide  con- 
tinues into  next  season,  the  axe  may 
be  swung  at  some  heads.  Barring  a 
complete  collapse,  Silverman  should 
survive.  ABC  brass  made  too  much 
of  a  splash  landing  him;  they'll  give 
him  every  opportunity  to  prove  how 
clever  they  were.  Currlin,  however, 
will  be  on  less  sure  ground.  And 
Antonowsky  could  be  in  real  trouble. 

Antonowsky  says:  "The  NBC 
management  will  give  me  at  least 
that  long  [into  next  season]."  Mean- 
while, he's  talking  tough. 

And  Shields  Model  Roland  Inc.'s 
astute  TV  analyst  Anthony  Hoff- 
man looks  on  all  three  programmers 
with  sympathy:  "The  Marv  Antonow- 
skys  of  the  world  have  very  short 
career  spans.  They  lose  their  touch, 
and  some  new  whiz  kid  comes  along, 
and  they're  replaced."  He  adds,  "I 
don't  begrudge  them  their  money.  Af- 
ter all,  they  have  to  earn  their  estate 
in  a  very  short  time."  ■ 
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The  amazing  Mercedes-Benz  450SE. 

lake  a  good,  close  look. 
IfouVe  never  seen  anydiing  like  it. 

Here's  a  walk-around  checklist  for  one  of  the  most 

important  sedans  ever  engineered  by  Mercedes-Benz  —  or  by  anyone  eke. 

It'U  help  you  see,  firsthand,  why  the  450SE  deifies  imitation 

...and  why  it  deserves  your  closest  consideration. 


1. 

Start  here.  Look  at  the  trunk  space.  An  uncluttered  18.2  cubic  feet. 

Spare  tire  is  stored  out  of  the  way,  flat  under  the  floor, 

where  it  can  also  serve  as  an  additional  impact-absorbing  device. 


14. 


2. 

Heated  rear 
window.  Auto- 
matic timer 
prevents  wasted 
energy.  Tinted 
glass  all  around. 
Standard 
equipment. 

3. 

Rain  channels  use 

airflow  to  divert 
rainwater  from  side 
and  rear  windows. 


4. 

Chrome  strip/side 
protection  molding  is 

rubber-mounted  to 
eliminate  metal- to-metal 
contact. 

5. 

Interior  is  fully  padded 
for  safety  and  sumptu- 
ousness.  Sealed  against 
noise  and  heat.  Four 
different  sound- 
absorbing  materials. 

6. 

Maximum- visibility 
windshield.  All- 
around  visibility  in 
the  450SE  totals  313°. 
Overlapping  windshield 
wipers  clear  73  percent 
of  the  entire  wind- 
shield. 

7. 

Steel-belted  radial 
tires.  Standard 
equipment. 


8. 

Safety  bumpers, 

rubber  protected, 

hydraulic-regenerative 

Front  and  rear. 


Aerodynamically  ribbed  rear 

lights  use  airflow  to  stay  clear  in 

foul  weather  or  on  dusty  roads. 

13. 

Cockpit.  Control  panel  has 
full  instrumentation.  Tach- 
ometer, quartz  crystal  clock, 
control,   AM/FM 
stereo  radio, 
electrically 
operated 
windows  are  all 
standard 
equipment. 

12. 

Safety 

cone  door 

locks.  So 

strong  that 
one  of  them 
can  support 

the  weight 

of  the  entire 

450SE. 

11. 

Central  locking 

system.  Locks  all 

doors,  trunk  uiul 

gas  filler  port  at  the 

turn  of  a  key. 


10. 

The  outside  rearview 

mirror.  Distort  ion -free. 

folds  full  forward  ni\d 

rear  for  pedestrian  safety. 

Large,  inside  rearview 

mirror  folds  and  breaks 

away  on  impact  for 

driver  and  passenger 

safety. 


9. 

Halogen  fog  lights. 

Standard  equipment, 


The  amazing  Mercedes-Benz  450SE. 

Nov^  look  at  8  things  you  dorft  see. 

IfouVe  still  never  seen  anything  like  it. 

You'll  experience  and  appreciate  some  of  them  during 

your  test  drive.  (Your  Dealer  can  arrange  it  at  your  convenience.) 

The  others  are  special  Mercedes-Benz  bonuses. 

All  of  them  are  standard  equipment. 


15. 

Automatic 
Climate  Control 

maintains 
a  preselected 
temperature; 
dehumidifies, 
heats  and 
cools. 

16. 

Undercoating 

extends  up  to  the 
rocker  molding  for 
extra  protection. 
The  underside  of  the 
450SE  is  buffered  by  four 
different  materials  including 
anti-corrosion  wax  and  al- 
most 24  pounds  of 
plastic  ized  vinyl. 

17. 

A  unique  engine.  A  trim 
4.5  liter,  overhead  camshaft 
V-8  with  a  breakerless, 
transistorized  ignition 
system  and  an  all-new, 
mechanically  operated 
fuel  injection  system  that 
maintains  optimum  fuel/ 
air  mixture  at  all  times. 

18. 

Fully  independent 
front  and  rear 
suspension^ 

TTiey  set  new  handling 
standards  —  even  for 
Mercedes-Benz.  No  do- 
mestic sedan  has  any- 
thing like  them. They 
combine  with  the  sophis- 
ticated Mercedes-Benz 
recirculating  ball-type 
power  steering  to  give  you 
extraordinary  control  at 
all  times. 

Power  disc  brakes  on  all  four  wheels. 

The  brakes  are  ventilated  —  then  further  cooled  by  specia 
turboblades.They  are  designed  to  stop  you  smoothly, 
securely  time  after  time— without  disconcerting  fade. 


22. 

Safety  advances.  The  entire 

passenger  compartment  is  protected 

by  collapsible  extremities  and  a  rigid 

steel  shell.  The  shell  is  an  enormously 

strong,  welded  structure.  The  roof 

alone  can  sustain  over  5  tons  weight. 

The  gas  tank  is  mounted  over  the 

rear  axle,  nearly  four  feet  in  from  the 

rear  bumper,  and  surrounded  by 

steel  bulkheads. The  gas  filler  pipe  is 

designed  to  pinch  closed  on  impact. 


21. 

Remarkably  smooth 
automatic  transmission, 

3  speeds,  with  torque  con- 
verter. You  shift  without 
interrupting  power  flow 
and  can  even  override  the 
automatic  to  shift  manu- 
ally within  proper  engine 
speed  ranges. 

2a 

Retained  value. 

Based  on  the  average 

official  used  car  prices 

over  the  past  5  years, 

Mercedes-Benz  holds 

its  value  better  than 

any  make  of  luxury 

car  sold  in  America. 

And  among 

Mercedes-Benz  models 

listed,  the  450SE's 

figures  are  outstanding. 


Mercedes-Benz 

Engineered  like  no  other  car  in  the  world. 

©1975  Mercedes-Benz 


Faces  Behind  the  Figures 


From  Kitchen 
To  Boardroom 

Ix  OUTLINE,  you've  seen  the  Revell, 
Inc.  story  a  thousand  times.  You 
know,  the  Uttle  company  that  wants 
to  he  big,  then  diversifies,  leverages 
and  falls  on  its  face.  Enter  the  tough 
young  president  who  cleans  up,  tight- 
ens up  and  saves  the  day. 

But  at  the  Revell  toy  company,  the 
story  has  a  strange  twist.  The  new 
president  replaced  her  own  husband. 

"I  probably  had  the  image  of  the 
ruthless  manager,"  recalls  Royle 
Glaser  Lasky,  who  is  now  45  and 
Rexell's  chairman.  "But  I  didn't  care. 
There  wasn't  time  to  think  of  any- 
thing but  how  to  survive." 

The  petite  mother  of  two  had 
joined  Revell  in  the  middle  Fifties  as 
head  of  new  product  development 
primarily  to  be  with  her  hardwork- 
ing husband,  Lewis  Glaser,  Revell's 
founder.  A  classic  entrepreneur, 
Glaser  wasn't  content  running  the 
world's  leading  maker  of  scale-mod- 
el hobby  kits.  He  insisted  on  diver- 
sifying despite  one  money-losing  fail- 
ure after  another.  He  also  insisted 
on  employing  unproductive  friends. 
Finally  in  1970  earnings  dropped 
95%,  and  a  stock  oflFering  that  would 
have  at  least  reduced  Revell's  mount- 
ing debt  never  got  off  the  ground. 

"My  husband  was  the  world's 
greatest  optimist,"  Lasky  explains 
quietly.    "He    always    believed    there 


would  be  a  way  out." 

His  way  out,  ultimately,  was  to 
step  aside  and  let  his  wife  make  the 
unpleasant  decisions.  She  got  rid  of 
the  money-losing  operations,  cut  the 
management  structure  to  the  bone 
and  reduced  debt.  Result:  From  1971 
to  1974  sales  doubled  and  profits  in- 
creased tenfold.  For  1975  Revell's 
earnings  are  estimated  at  $1.90  per 
share,  up  20%  over  1974,  on  esti- 


mated record  sales  of  $32.5  million. 

Today  Lasky,  who  succeeded  her 
husband  as  chairman  when  he  died 
in  1972,  says,  "All  the  years  I  was  at 
Revell,  I  tried  to  be  popular  to  prove 
that  it  wasn't  nepotism  that  was 
keeping  me  here.  When  the  big 
crunch  came,  I  couldn't  think  bke 
that.  And  I  haven't  since."  She  points 
to  her  lean  organization:  "Everyone 
here  does  more  than  one  job." 

The  no-nonsense  approach  is  re- 
flected  in    Revell's   products,    too.    It 


is  back  to  concentrating  on  models, 
like  its  new  premium  model  of  the 
Goodyear  blimp. 

Running  the  company  is  a  contin- 
uing strain,  though.  Lasky,  who  pre- 
fers being  liked  rather  than  feared, 
has  been  through  analysis,  group 
therapy  and  sensitivity  training  to 
help  her  deal  with  her  executive  role. 

She  concludes:  "I  think  what  the 
company  went  through  relates  to  life. 
Everything  you  go  through  makes  you 
that  much  tougher  afterwards."  ■ 


k-- 


i 
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The  Calculator  Peril 

A    FEW    MONTHS    BACK,    blunt,    tOUgh- 

talking  Charles  Sporck  fired  the  man 
who  was  running  National  Semicon- 
ductor Corp.'s  calculator  division  and 
took  over  himself.  What  the  National 
president  has  learned  about  the  cut- 
throat business  has  left  him  shaking 
his  head.  There  are  now  rumors 
around  Wall  Street  that  within  three 
years  his  profitable,  $235-million 
(sales)  company  could  be  out  of  the 
$l-billion  worldwide,  hand-held  cal- 
culator market. 

What  Sporck  fears  is  a  new  wave 
of  price-cutting  in  1976  from  the 
same  Singapore,  Hong  Kong,  Taiwan 
and  South  Korean  cheap-jack  opera- 
tors that  now  give  us  the  $2  transistor 
radio.  When  the  flood  subsides,  hand- 
held calculators  could  be  selling  for 
as  little  as  $4  or  $5  each. 

Sporck   figures   that   the   Asian   as- 

Sporck  of  National  Semiconductor 


semblers  can  cut  prices  like  that  and 
still  make  money  for  two  reasons. 
First,  they  pay  their  workers  as  little 
as  60  cents  to  70  cents  an  hour,  and 
also  they  pay  barely  half  as  much 
taxes  as  U.S.  manufacturers. 

"The  business  is  going  through  a 
transition,"  says  the  tall,  lean,  mus- 
tachioed Sporck,  who  has  been  head 
of  California-based  National  since 
1968.  "I'm  not  certain  just  where 
it's  all  going  to  end." 

Sporck  has  options.  He  could  get 
out  of  the  business  altogether,  though 
National  and  Hewlett-Packard  are  the 
only  major  manufacturers  that  have 
always  made  money  making  calcula- 
tors. Or  he  could  just  drop  his  low- 
end  models,  which  account  for  the 
bulk  of  his  sales,  and  take  his  chances 
seUing  high-priced  specialty  models 
against  Hewlett-Packard  and  Texas 
Instruments.  His  other  alternative  is 
to  begin  assembling  in  Southeast 
Asia,  too. 

He'll  probably  decide  soon.   ■ 
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Energy  and 
raw  matenals 
reciting  news  in  Utah! 
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In  just  a  short  two-week  period 
recently,  Utah  newspapers  ran  the 
following  headlines  and  stories: 

"No  need  to  worry  about  natural 
gas  supply,"  quoting  B.  Z.  Kastler, 
president  of  Mountain  Fuel  Supply, 
who  said:  "Gas  reserves  are  substan- 
tially better  in  Utah  than  in  the 
nation  as  a  whole." 

Deseret  News.  October  13,  1975 

"New  oil  field  touted,"  telling 
of  new,  high-producing  oil  wells  in 
Utah,  a  part  of  the  Green  River  Basin 
development  extending  into  Wyoming 
with  an  estimated  multi-billion  barrels 
of  petroleum,  along  with  immense 
gas  reserves. 

Deseret  News,  October  20.  1975 

"Two  Shale  Tracts  Gain  Utah's 
Okay,"  pointing  to  new  developments 
to  test  two  new  recovery  methods  of 
getting  oil  frdm  the  vast  Utah  oil 
shale  deposits. 

Salt  Lake  Tribune,  October  21 ,  1 975 

"The  3000-megawatt  Kaiparowits 
power  plant  in  Southern  Utah,  capable 


of  handling  the  electrical  needs 
•of  a  city  of  3,000,000.  is  expected  to 
start  operations  in  1981." 

Salt  Lake  Tribune.  October  12,  1975 

"Boom  Walts  Mllford-City  Ready," 

relating  the  start  of  a  huge  new 
development  to  mine  the  largest  known 
deposits  of  alunite  in  the  world  to 
make  aluminum.  This  same  news  story 
in  the  Tribune  reported  that  just 
15  miles  away  from  the  proposed  plant 
site  "geothermal  test  wells  began 
spouting  commercial  quantities  of 
hot  water  and  steam,  signaling  potential 
future  creation  of  power  generating 
plants  there." 

Salt  Lake  Tribune,  October  20,  1975 

"Lithium  from  the  brines  of 
Great  Salt  Lake  is  being  used  to 
power  batteries,  touted  as  the 
possible  breakthrough  to 
a  practical  electric 
automobile." 

Deseret  News, 
October  19,  1975 


Another  story  told  of  the  huge 
increase  in  production  and  shipments 
of  coal  from  Utah's  vast  coal  reserves, 
via  unit  coal  trains,  to  out-of-state 
electric  companies. 

Salt  Lake  Tribune,  October  10,  1975 

These  indeed  are  exciting  develop- 
ments in  light  of  glooming  national 
predictions  and  forecasts  of  "brown- 
outs," shortages,  and  uncertainties. 

The  brightest  picture  for  continued 
energy  and  abundant  raw  materials, 
particularly  in  the  fields  of  metals, 
minerals,  and  chemicals,  is  UTAH. 

In  planning  for  a  new  plant  or 
office,  write  for  full  information  from: 
Utah  Industrial  Development  Division 
Dept  F-3 

#2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 

Win  the  West  from 


unui! 


\      Heart  of  the  33  mi 
Western  market 


lion 


Faces  Behind  the  Figures 


/Have  Resume, 
Will  Travel 


Trowbridge  of  Allied  Chemical 

The  bounding  wallaby  of  career- 
hopping— Alexander  (Sandy)  Trow- 
bridge—is  at  it  again.  After  four  years 
at  Caltex  and  six  at  Exxon,  running 
the  Commerce  Department  for  two 
years  and  the  American  Management 
Association   for   one,   plus   five   years 


as  president  of  The  Conference 
Board,  Trowbridge,  46,  is  jumping  to 
Allied  Chemical  as  vice  chairman. 

Trowbridge  insists  it  will  be  no 
dead-end  job,  as  many  vice  chairman- 
ships are.  He  hopes  to  catapult  him- 
self into  the  chairmanship  when  his 
old  friend  and  mentor,  John  T.  Con- 
nor, retires  in  four  years  at  65. 

Trowbridge  knows  the  $2.2-bil- 
lion-sales  chemicals,  fibers  and  ener- 
gy company  very  well  after  seven 
years  on  the  board.  And,  of  course, 
he  knows  Connor  well,  too.  Connor, 
while  President  Lyndon  Johnson's  Sec- 
retary of  Commerce,  hired  Trow- 
bridge away  from  Exxon's  Latin 
American  operation  in  1965  and 
made  him  his  Assistant  Secretary  of 
Commerce.  When  Connor  resigned 
two  years  later  to  assume  AUied's 
presidency,  Trowbridge  succeeded 
him  at  37  to  become  the  youngest 
Commerce  Secretary  in  history.  But 
Washington  was  not  without  its  haz- 
ards: Within  18  months  he  had  a 
heart  attack.  After  a  second  scare 
two  years  later,  he  resigned  in  1968 
to  join  the  AMA  and  then,  in  1970, 
The  Conference  Board,  a  low-pres- 
sure outfit  specializing  in  business 
and  economic  research. 

Trowbridge   faces    competition   for 


AUied's  top  spot  from  sales  and 
marketing  man  Robert  Mulcahy,  a 
43-year-old  company  lifer  who  was 
appointed  president  last  month.  Ap- 
parently, Connor  wants  the  two  men 
to  operate  under  pressure  (and 
throw  a  few  elbows)  for  a  few  years 
"^  before  he  picks  his  successor. 

The  next  few  years  could  be  cru- 
cial for  Allied.  Connor  took  charge 
in  1967  of  a  sprawling,  fragmented, 
sick  company  (Forbes,  Jan.  15, 
1972).  He  has  since  pared  debt  and 
payroll,  centralized  control  and 
moved  top  managers  around  like 
chessmen.  Results:  Thanks  to  that 
and  the  chemical  boom,  earnings 
have  increased  nearly  200%  since 
1968,  to  around  $4  per  share  last 
year.  But  a  company  Uke  Allied  that 
is  heavy  in  chemicals  and  oil  faces 
the  threat  of  increased  public  op- 
position and  government  regulation. 
Trowbridge,  with  his  oil  and  govern- 
ment background,  says  he's  ready  to 
make  a  contribution. 

Trowbridge  stresses  that  his  job- 
hopping  is  one  of  his  biggest  at- 
tributes: "My  dad  used  to  tell  me 
that  careers  are  like  tapestries.  You 
weave  a  thread  at  a  time,  and  if  one 
complements  the  last,  the  end  result 
ought  to  be  interesting."  ■ 


Dollars  Vs.  Sense 

Most  Arab  states  are  up  to  their  ears 
in  potential  business  partners.  But 
poor  Jordan  has  nary  an  oil  well,  and 
King  Hussein's  government  has  hired 
a  Wall  Street  pubhc  relations  firm  to 
help  scare  up  would-be  investors. 

"We're  a  nonproducer  on  the  pe- 
riphery of  all  that  purchasing  pow- 
er," complains  Crown  Prince  Hasan, 
King  Hussein's  Oxford-educated  28- 
year-old  brother  who  supervises  eco- 
nomic development.  "Companies  are 
racing  to  build  white  elephants  in  the 
producing  countries;  investing  in  Jor- 
dan gets  a  lower  priority." 

For  Jordan's  ruling  Hashemite  fam- 
ily, history  has  taken  a  bitterly  ironic 
twist.  Hussein  and  Hasan's  great- 
grandfather was  Sharif  of  Mecca. 
For  centuries  their  ancient  family 
ruled  chunks  of  what  is  now  Saudi 
Arabia.  However,  in  1924  the  Sharif 
and  his  clan  were  driven  from  Mecca 
by  their  enemy,  Ibn  Saud.  Jordan— 
roughly  the  size  of  Indiana— is  all  that 
remains  of  the  Sharifian  empire.  Had 
the  Hashemites  managed  to  hang  on, 
today  they  would  be  oil-rich  and  pow- 
erful—instead of  the  caretakers  of  a 


poor  country,  largely  dependent  on 
foreign  subsidies. 

Jordan  gets  some  $100  million  a 
year  from  Kuwait  and  Saudi  Arabia. 
That— plus  $75  million  in  U.S.  aid  and 
$80  million  sent  home  by  Jordanians 
working  in  the  Arabian  peninsula- 
leads  to  a  slim  balance-of-payments 
surplus. 

Surprisingly,  Jordan  has  a  num- 
ber of  attributes  to  offer  investors. 
The  country's  2.5  milUon  people  main- 
tain an  agricultural  economy  with  a 
per-capita  gross  national  product  of 
over  $400  annually— not  much  by 
Western  standards,  but  five  times 
better  than  Saudi  Arabia  without  oil. 
Jordan  also  has  favorable  soil  and 
climate,  as  well  as  a  relatively  skilled 
labor  force.  Irrigation  and  mining 
(phosphates,  copper)  could  support 
solid  development. 

Despite  such  natural  advantages, 
Jordan's  chances  of  luring  U.S.  busi- 
nessmen aren't  good.  A  $200-million 
fertihzer  plant  (built  by  the  govern- 
ment and  Tulsa's  Williams  Cos.)  is 
the  only  joint  venture  in  the  works. 
And  it  seems  much  more  likely  that 
the  big  investments  will  be  made  in 
Saudi  Arabia,  which  has  money,  rath- 


er than  in  Jordan— or  Egypt— which 
has  manpower  and  an  agricultural 
infrastructure. 

"Investment,"  argues  Prince  Ha- 
san, "ought  to  be  done  in  a  way  that 
makes  long-term  sense."  Ought  to 
be,  but  his  part  of  the  world  isn't 
ruled  by  sense.  It  is  ruled  by  oil.  ■ 

Crown  Prince  Hasan 
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Faces  Behind  the  Figures 


Double  Trouble 

Thebe's  truth  in  all  that  stuff  you've 
been  reading  about  the  Social  Secur- 
ity system  heading  for  the  poorhouse. 
But  the  Social  Security  Commissioner 
thinlcs  at  least  one  helpful  change  can 
—and  will— be  made  easily. 

Commissioner  Bruce  Cardwell, 
52,  former  Assistant  Secretary-Con- 
troller at  Health,  Education  and  Wel- 
fare, who  has  been  on  the  job  two 
years,  says  his  biggest  headache 
was  created  by  nothing  more  sinister 
than  a  lousy  law  that  can  be  re- 
pealed and  rewritten. 

The  law  passed  in  1972  was  Con- 
gress' eflFort  to  "index"  benefits  to 
inflation;  the  higher  the  rate  of  in- 
flation, the  higher  the  benefits. 
Sounds  fair.  Only  Congress  unin- 
tentionally "double  indexed"  benefits. 
As  the  law  is  written,  benefits  rise 
with  increases  in  prices  and  increases 
in  wages.  If  you  took  college  statis- 
tics, you  know  that  can  be  a  formula 
for  disaster.  If  you  skipped  the  course 
(or  slept  through  it),  consider  this: 
Yovmg  low-income  workers  entering 
the  labor  force  in  a  few  years  can  ex- 
pect to  receive  retirement  benefits 
greater  than  their  work  income.  High- 
income  workers  would  profit,  too. 

Put   another   way,    current   projec- 


Commissioner  Cardwell 

tions  based  on  the  double-indexing 
quirk  show  that  by  2050  benefits 
could  easily  exceed  26%  of  the  na- 
tion's taxable  payroll  covered  by  So- 
cial   Security,    compared    with    just 


10%  today.  That  means  staggering 
deficits,  or  increasing  the  tax  from 
today's  10  cents  per  payroll  dollar 
to  26  cents— or  both. 

Cardwell  is  no  dummy.  He  knows 
that  lowering  Social  Security  bene- 
fits is  political  dynamite.  But  he 
thinks  lawmakers  might  simply  "de- 
couple" benefits.  That  is,  make  fu- 
ture benefits  depend  upon  wage  in- 
creases or  price  increases,  but  not 
on  both.  One  possible  refonn:  Work- 
ers' benefits  would  be  based  on  their 
lifetime  earnings,  and  adjusted  up- 
wards by  the  wage  inflation  over 
their  working  lives.  But  benefits  as 
a  proportion  of  various  earnings 
levels  at  retirement  wouldn't  change 
from  the  current  ratios. 

Under  such  a  system,  CardweU's 
actuaries  estimate  that  by  2050  to- 
tal benefits  would  amount  to  16%  of 
the  country's  payroll.  That's  scary, 
but  it's  better  than  26%. 

Cardwell  is  realistic.  He  concedes 
that  no  matter  what  Congress  does, 
the  system's  reserves  are  in  trouble. 
Pure  demographics,  based  on  the 
World  War  II  baby  crop  reaching  re- 
tirement, means  that  by  2030  there 
will  be  only  two  workers  to  support 
each  retiree,  rather  than  today's  3-to- 
1  ratio.  The  way  out  of  that  is  to  re- 
form our  low  fertility  rates.  ■ 


Cracking  The  Club 

EuroPartners  Securities  Corp. 
started  out  innocently  enough,  says 
its  President  Friedhelm  Jost.  "The 
back  offices  of  Wall  Street  broker- 
age houses  were  in  a  hell  of  a  mess 
in  1968,"  he  recalls.  "Our  member 
banks  thought  we  ought  to  have  our 
own  U.S.  brokerage  for  safe  custody 
and  clearing."  Now  EuroPartners, 
owned  by  five  large  European  banks, 
is  involved  in  a  big  battle  over  its 
request  for  a  seat  on  the  New  York 
Stock  Exchange. 

The  recent  strengthening  of  the 
U.S.  dollar,  coupled  with  the  grow- 
ing attractiveness  of  U.S.  markets, 
thrust  EuroPartners  into  its  present 
predicament.  EuroPartners  vastiy 
expanded  its  investment  banking  as 
its  parents— Banco  di  Roma  of  Italy, 
Commerzbank  AG  of  Germany, 
Credit  Lyoonais  of  France,  Bank  Leu 
AG  of  Switzerland  and  Nordic  Bank 
of  London  (total  assets  $65  billion) 
—looked  to  the  U.S.  to  raise  the  cap- 
ital their  big  customers  needed.  For 
example,  EuroPartners  recently  co- 
managed    a    $60-million    issue    here 


for  French  National  Railways.  In  ad- 
dition, its  brokerage  house  trading 
volume  rose  to  more  than  $1  bil- 
lion a  year,  as  foreign  investors 
turned  to  U.S.  stocks. 

Last  year,  when  a  new  federal  law 
approved  foreign-dominated  broker- 
age houses  for  membership  on  the 
Big  Board,  EuroPartners  was  the  first 
to  jump  in.  Initially,  the  Exchange 
stalled.  Then  last  month,  just  as 
Forbes  was  interviewing  Jost,  word 
arrived  that  the  Exchange  had  just 
passed  new  rules  barring  firms  like 
EuroPartners,  because  branches  of  its 
parents  do  commercial  banking  in 
the  U.S. 

"Utterly  ridiculous,"  said  Jost,  af- 
ter he  had  had  time  to  study  the 
move,  his  voice  rising  to  a  shout. 
Then  he  added  in  a  bitter  tone,  "The 
Exchange  appears  to  be  a  closed 
club  fighting  for  old,  established 
principles.  But  what  it  boils  down  to 
is  hunger  for  commissions." 

The  question  of  the  Stock  Ex- 
change's new  rules  ultimately  will 
be  judged  by  the  Securities  &  Ex- 
change Commission.  SEC  Chairman 
Roderick  Hills  already  has  said  he's 


inclined  to  let  in  foreign-dominated 
firms.  After  all,  it's  hard  to  justify 
blocking  them  just  to  make  life  a  bit 
easier  for  Wall  Street.  But  there  is 
another  side  to  the  argument:  Would 
the  foreigners  reciprocate  by  drop- 
ping their  own  exchange  barriers  to 
U.S.  firms?  ■ 


Jost 

of 

EuroPartners 

Securities 
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state  betting  agencies  have  found  a  winner  at 
last  with  instant  lotteries.  Now  they  are  eyeing 
the  $40-billion  illegal  gambling  market. 


In  Ohio,  the  televised  drawings  of 
lottery  winners  attract  more  viewers 
than  "The  Waltons." 

At  New  Jersey's  Hoboken  railroad 
terminal,  commuters  line  up  ten  deep 
for  lottery  tickets,  frequently  arrive 
at  the  window  only  to  face  a  penciled 
sign:  "Instant  Sold  Out."  In  New 
Hampshire,  the  lottery  is  having  its 
best  year  since  it  began  in  1964. 

Overall,  1975  ticket  sales  in  the  13 
lottery  states  probably  topped  $1  bil- 
lion, up  from  1974's  $681  million. 

Only  18  months  ago  state  lotteries 
seemed  headed  for  trouble.  New 
Jersey's  ticket  sales  had  slumped  from 
$142  million  to  $78  miUion  between 
1972  and  1974-frightening  the  half- 
dozen  states  then  just  jumping  on  the 
lottery  bandwagon.  The  weekly  av- 
erage bet  per  person  was  down  from 
23  cents  in  1973  to  18  cents  in  1974. 
Then  suddenly,  the  trends  reversed. 

Why  the  U-tvuTi?  In  a  word,  sales- 
manship. Frightened  of  a  still  further 
downturn,  the  states  did  a  better  job 
of  selling  gambUng  to  the  pubUc. 
"We're  like  Procter  &  Gamble,"  says 
Massachusetts  Lottery  Director  Wil- 
liam Perrault.  "We're  in  the  market- 
ing business.  If  P&G  stayed  only  with 
Tide  it  would  soon  go  out  of  business." 

Taking  a  leaf  from  P&G's  book,  the 
state  lottery  commissions  laimched  a 
passel  of  new  products,  raised  prizes 
sharply  and  even  went  on  television 
with  game  shows  and  commercials. 

The  biggest  winner  of  all  was  the 
instant  lotter>'.  Basically,  the  instant 
lottery  works  Uke  this:  On  each  $1 
ticket  are  four  to  six  squares.  Rub  a 
coin  across  them  and  numbers  or  let- 
ters appear.  Three  or  more  matching 
squares  and  you  win  anywhere  from 
$2  to  $10,000.  The  odds  range  from 
one  in  12  to  one  in  125,000.  The 
big  advantage  is  that  there  is  no  wait- 
ing. If  you  win,  you  get  paid  on  the 
spot  from  the  place  that  sold  you  the 
ticket  (though  often  the  biggest  prizes 
are  redeemed  at  participating  banks 
or  savings  &  loan  offices) . 


The  father  of  that  lottery  is  32- 
year-old  John  Koza,  a  1973  graduate 
of  the  University  of  Michigan  with  a 
Ph.D.  in  computer  sciences.  An  astute 
businessman  as  well  as  computer  ex- 
pert, he  set  up  Scientific  Games  De- 
velopment Corp.  in  Atlanta,  Ga.  only 
a  year  ago  to  design  and  market  in- 
stant lotteries.  He  hit  the  jackpot.  With 
contracts  from  nine  states  and  vir- 
tually no  competition,  Scientific's  rev- 
enues (for  consultants'  fees  and  the 
materials  it  supplies)  mushroomed 
from  under  $1  million  in  1974  to  $9.7 
million  last  year,  all  of  it  from  set- 
ting up  16  instant  lotteries. 

Perhaps  the  nicest  thing  about 
Koza's  success  is  that  everybody  wins. 
In  a  six-week  period  last  year,  Michi- 
gan's instant  lottery  netted  $20  mil- 
Uon,  enough  to  wipe  out  1%  of  the 
state's  projected  deficit.  Connecticut 
expects  to  double  its  lottery  take  this 
year  to  around  $30  miUion,  mainly  be- 
cause of  Koza's  game.  This  spring 
Maryland  will  launch  an  instant  lot- 
tery, while  Michigan,  New  Hamp- 
shire and  Maine  will  offer  updated 
versions  of  games  they  ran  last  year. 

Safe  As  A  Bank  Note 

Each  week  foolish  thieves  steal  about 
3,000  lottery  tickets.  "They're  the 
worst  thing  in  the  world  to  steal," 
says  John  Koza,  president  of  Scientific 
Games  Development  Corp.,  a  maker 
of  lottery  games.  As  the  culprits  soon 
discover,  the  tickets  are  computer- 
coded  and  easily  traceable.  In  fact, 
lottery  sellers  boast  that  their  tickets 
are  as  secure  as  bank  notes.  And 
equally  hard  to  counterfeit. 

Made  from  special  paper  contain- 
ing identifiable  amounts  of  sulfur,  the 
tickets  carry  fluorescent  marking  in- 
visible to  the  eye.  Further,  tickets  are 
purposely  printed  with  imperfections 
like  nicked  numerals. 

However,  not  every  system  is  fail- 
safe.   Boston    consultants    Arthur    D. 


The  hot  instant  lottery  works 
this  way:  For  50  cents  or 
$1  you  get  a  ticket  with  four 
to  six  squares.  You  rub  a  coin  across 
them;  if  enough  matching  letters  or 
numbers  appear,  you  win  from  $2 
to  $10,000.  The  odds  are  against 
you.  From  1  in  12  for  $2  or  so, 
up  to  1  in  125,000  for  big  bucks. 


No  one  is  claiming  that  lotteries 
will  save  the  states.  After  paying  off 
winners  and  deducting  15%  or  so  for 
expenses,  lotteries  yield  $400  million, 
or  roughly  2%  of  the  budget  in  the 
13  states  running  them.  But  these 
days,  every  dollar  helps.  "We  expect 
a  big  rush  into  lotteries  in  spring  1977," 
says  Koza,  who  claims  legislators  in 
27  states  are  weighing  the  idea. 

Lotteries  are  as  old  as  the  Liberty 
Bell.  In  1776  the  U.S.  Congress  au- 
thorized a  national  lottery,  and  lot- 
teries helped  finance  New  York  City's 
early  fortifications  and  the  founding 
of  King's  College  ( now  Columbia  Uni- 
versity). In  fact,  in  1790  New  York 
—even  then  knee-deep  in  debt— paid 
off  its  creditors  with  lottery  proceeds. 
Ironically,  last  year  when  its  financial 
needs  were  greatest.  New  York  State 
scrapped  its  lottery  in  a  scandal  over 


Little  claim  that  in  a  frightening  lapse 
of  security,  New  York  State's  lottery 
allowed  workers  access  to  the  winning 
ticket  numbers  and  the  codes  show- 
ing which  sales  agents  held  those  tick- 
ets. "That's  like  giving  somebody  both 
keys  to  the  safe,"  says  Koza.  "Our 
company  [which  runs  nine  state  lot- 
teries] keeps  one  list,  the  state  the 
other."  The  New  York  lottery  is  now 
closed  down  and  under  investigation. 

Strict  security  pays  off  for  the  states 
and  the  players.  After  a  $100  Massa- 
chusetts winner  accidentally  burned 
her  ticket,  the  ashes  were  put  inside 
Georgia  Tech's  nuclear  reactor  and 
bombarded  with  neutrons,  revealing 
enough  coded  material  to  prove  her 
claim  was  genuine. 
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rjgged  drawings  and  inept  computer 
programming  {see  box,  p.  54). 

Scandals,  mismanagement  and  mo- 
rality laws  helped  push  lotteries  into 
eclipse  for  almost  70  years  until  the 
mid-1960s,  when  New  Hampshire  be- 
gan a  modern  revival  with  $3  lottery 
tickets  drawn  twice  yearly. 

Other  states  dropped  the  price  to 
50  cents  and  introduced  monthly  and 
then  weekly  drawings  to  lower  the 
time  between  hope  and  gratification, 
but  after  an  initial  surge,  sales  invari- 
ably faltered.  The  trouble  was  that 
most  of  the  new  lotteries  were  run  ini- 
tially by  ex-FBI  and  prison  o£Bcers. 
Their  security  against  counterfeiting 
was  airtight;  their  marketing  poor. 

"The  typical  weekly  lottery,"  says 
Peter  Reuter,  research  director  at  the 
National  Gambling  Commission,  "is  a 
slow  game.  It's  too  passive  to  appeal 
to  real  gamblers." 

Big-Money  Target 

Where,  then,  are  the  real  gamblers? 
Add  up  the  figures,  and  the  state  lot- 
teries are  still  a  nickel-and-dime  busi- 
ness alongside  U.S.  illegal  gambling, 
which,  says  the  Justice  Department, 
runs  to  about  $40  billion  a  year. 

But  now  the  lottery  boys  have  got 
ambition.  "We  are  going  into  direct 
competition  with  illegal  gambling," 
says  Massachusetts'  Perrault.  This 
spring  he'll  launch  a  lottery  named, 
logically  enough,  "The  Numbers 
Game."  The  designer:  John  Koza. 
Varying  only  slightly  from  New  Jer- 
sey's "Pick-it,"  players  will  select  their 
own  digital  combination  and  bet  any 
amount.  Tickets  will  go  through  a 
validating  machine  and  then  be  de- 
livered by  messengers  for  a  daily  draw 
live  on  television.  Each  evening  you'll 
know  if  you  won— "Hurrah!"— or  you 
lost— "[expletive  deleted]." 

Lottery  men  talk  of  introducing  a 
steady  stream  of  new  games.  Some 
will  be  designed  by  the  firms  that  used 
to  produce  games  for  oil  companies 
and  supermarkets.  Some  will  be  copies 
of  popular  foreign  lotteries  like  West 
Germany's  Lotto  and  Canada's  Lotto 
Perfecta.  Massachusetts  and  New 
Hampshire  ^re  even  considering  state- 
run  sports  betting,  and  there's  talk  of 
lotteries  that  can  be  played  while  you 
watch  your  living  room  television. 

One  clue  that  the  states  are  on  to 
something:  Washington,  through  the 
Internal  Revenue  Service,  wants  a 
20%  withholding  tax  on  lottery  win- 
nings over  $1,000,  plus  a  federal 
stamp  tax  on  lottery  sales  agents  and 
is  even  talking  of  a  national  lottery. 

"This  business,"  says  Edward  Pow- 
ers, longtime  director  of  New  Hamp- 
shire's lottery',  "is  like  a  plane  going 
down  the  runway.  We're  about  to 
I'ftoff."  ■ 


We  are  pleased  to  announce 

that  the  public  offering  of 

our  two  new  mutual  funds 

has  become  effective. 

TRINWAU  BOND  FUHD JNC. 

—a  high  quality  bond  fund  seeking  maximum 
yield  consistent  with  preservation  of  principal. 

TRINWAU  CASH  RESEIIVE.INC 

—a  high  quality  money  market  fund  seeking  the  highest  current 
yield  consistent  with  liquidity  and  preservation  of  principal. 

For  prospectuses  containing  more  complete  information  about 
these  two  funds^  including  charges  and  expenses,  fill  out  and  mail 
the  coupon  below  or  call  toll  free  (800)  221-5233.  In  New  York 
call  (212)  944-8787.  Read  the  prospectuses  thoroughly  before 
you  invest  or  send  money. 


_,,  ,  f       D  Trmwall  Bond  Fund,  Inc. 

Please  send  prospectus  tor   r— ,  t-  .        n  /-    i  n  i 

'       '  LJ  Tnnwall  Cash  Reserve,  Inc. 


NAME, 


ADDRESS- 


Forbes 


P.  Eberstadt  &  Co., 

Managers  &  Distributors,  Inc. 

Sponsors  of  4  Mutual  Funds  with  Assets  of  $1  billion. 
61  Broadway,  New  York,  N.Y.  10006 


.ZIP- 


For  people 

who  have  a  thing 

about^  golf. 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  ond 
orterlal  expressways.  Write  for  brochure  I. 
Sam  Mandalarl,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lokes.Florlda 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

€f  Country  Club 


>MOOdworking  benches 
woodcrdning  tools 

Danish  crafted  SOLID  Danish  Beech 
woodworking  benches  ruggedly  made  and 
finished  like  fine  furniture 
Built-in  vertical  and  horizontal 
vises  and  adjustable  surface 
dogs  hold  any  shape 
workpiece.  Available 
in  49  *,  60"  and  80" 
models.  One  even  folds 
for  easy  storage 
HAND  FORGED  turning 
gouges,  chisels  and 
sculptor's  gouges, 
carving  tools,  handsaws 
and  uniquely  styled 
woodscrew  drivers  from 
Europe's  finest  tool- 
makers.  The  best  the 
world  can  offer 


Send  for 

FREE 

new  20  page 

full  color 

catalog. 


Name  _ 
Address 
City  


State- 


Zip 


LEICHTUNG,  INC. 

5187 E  Mayfield  Rd.    Cleveland,  Ohio  44124 
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IfYouVe 
Got  The 
lime... 
We've  Got 
The  Place. 


. . .  and  we're  certain  that  your  time 
will  not  be  wasted  if  you  take  a 
good,  close  look  at  what  North 
Carolina  can  offer  industry.  Not 
only  do  we  have  a  place  for  your 
business,  there  is  much  more  that 
deserves  your  attention. 

Official  estimates  indicate  a  current 
available  labor  force  of  183,800 
capable,  willing  workers,  many  of 
them  trained  in  a  variety  of  skills 
necessary  for  industrial  expansion. 
With  our  network  of  technical 
schools  and  community  colleges, 
the  workers  selected  by  you  can  be 
trained  to  your  specifications  in  a 
state  program  that  is  recognized  as 
one  of  the  best  in  the  nation. 
If  you  need  a  modern  industrial 
building,  you  will  be  able  to  choose 
from  a  variety  of  prime  facilities 
located  throughout  the  state  that  are 
available  for  immediate  occupancy. 
Sizes  vary  from  the  very  small  up 
to  225,000  square  feet.  If  you  need 
to  build  your  own  facility,  you  will 
discover  that  building  costs  are 
extremely  favorable.  Dodge  Building 
Cost  Services  reports  that  industrial 
building  costs  in  North  Carolina  are 
the  second  lowest  in  the  nation. 
There  are  many  other  factors  that 
make  North  Carolina  an  excellent 
choice  for  any  industry— superb 
educational  and  research  facilities 
—two  deep-water  ports  with 
worldwide  service  ...  an  excellent 
transportation  system  and  an  AAA 
rated  state  government  which 
provides  complete  plant  location 
services  and  environmental  permit 
assistance. 

These  are  some  of  the  factors  that 
are  favorable  for  your  location  in 
North  Carolina.  Take  the  time  to 
discover  for  yourself  all  the  reasons 
why  North  Carolina  means  business! 
Phone,  telex  or  write: 
Bob  C.  Gofor'ih,  North  Carolina 
Department  of  Economic  Development, 
Dept.  SP3 
P.O.  Box  27687, 
Raleigh,  North  Carolina  27611. 
Phone:  (919)  829-4151, 
Telex:  57-9480. 


r^K&J^ 


The  Funds 


Classy  Junk 


North  Carolina 


Keystone  Custodian  Funds'  B4  bond 
fund  (assets:  $300  million)  gets 
about  the  highest  yield  in  the  mutual 
fund  industry  today— over  10%— by 
loading  up  on  speculative,  deep-dis-c 
count  bonds.  "A  businessman's  risks" 
is  how  Keystone  Vice  President  O. 
Leonard  Darling  describes  them; 
they're  "junk  bonds"  in  the  trade. 

B4's  portfolio  brims  with  untouch- 
ables issued  by  TWA,  Pan  Am,  Rap- 
id-American, Avco,  Telex,  LTV,  Fu- 
qua,  Chrysler  Financial  and,  yes, 
W.T.  Grant. 

Playing  the  junk  game  is  risky,  of 
course.  B4,  for  instance,  bought  the 
Grant  bonds  a  year  before  the  re- 
tailer went  into  bankruptcy.  Darling 
says  he  was  convinced  Grant's  banks 
would  save  the  company.  The  fund 
also  owns  other  disasters:  real  es- 
tate investment  trusts  such  as  First 
Mortgage  Investors;  railroads  such 
as  the  Lehigh  Valley  and  financial 
companies  such  as  Finance  America 
(nee  GAG).  B4's  most  recent  an- 
nual report  listed  four  issues  that 
it  "deemed  worthless." 

Yet  despite  the  clinkers,  B4's  per- 
formance over  the  years  has  usually 
exceeded  that  of  other  bond  and  in- 
come funds.  In  the  past  five  years,  B4 
has  appreciated  more  than  35%  (as- 
suming reinvestment  of  dividends 
and  capital  gains).  That's  on  a  par 
with  Keystone's  medium-grade  B2 
bond  fund  and  Investors  Selective. 
And  it's  better  than  Keystone's  pre- 
mium-grade bond  fund,  Bl,  or  Unit- 
ed's  Bond  Fund,  and  far,  far  better 
than  most  equity  funds.  Not  surpris- 
ingly, B4  enjoys  hefty  net  sales;  in 
both  1974  and  1975  sales  exceeded 
redemptions  by  almost  $50  million. 

The  key  to  B4's  success  is  that 
it  doesn't  buy  only  a  little  junk;  it 
buys  a  lot.  Thus,  the  risk  is  spread 
over  more  than  150  different  bonds. 
Says  Darling:  "Certainly  not  all  of 
these  are  going  bankrupt." 

Darling  does  more  than  pick  the 
junkyard  clean.  He  says,  "First,  we 
look  at  cash  flow  projections— can  the 
company  service  the  debt?  We  give 
greater  weight  to  a  company  with 
marketable  assets.  Rapid-American, 
for  example,  could  sell  Playtex  and 
generate  $220  million  in  cash." 

Darling  also  tries  to  look  "through 
the  reported  numbers,"  as  he  puts 
it.  "With  inflation,  some  companies' 
assets  are  worth  significantly  more 
than  what  the  balance  sheet  carries 


them  at.  Sometimes  the  balance  sheet 
isn't  as  good  as  it  says,"  He  cites 
LTVs  5%s  of  1988,  an  issue  he  has 
studied  but  never  bought.  "You  can't 
look  at  the  parent  company's  consoli- 
dated numbers.  For  instance,  LTVs 
call  on  its  Aerospace  company  is  only 
what  it  can  get  through  its  equity 
ownership  of  it.  Aerospace's  senior 
lenders  have  a  mighty  big  say  on 
what  [earnings]  can  upstream." 

But  Darling  did  buy  certain  Pan 
Am  bonds  in  1974  when  the  finan- 
cial community  was  full  of  rumors 
about  teetering  Pan  Am.  "We  bought 
some  of  their  1114%  equipment  trust 
certificates  at  around  58."  The  rea- 
son: The  instruments  \vere  backed 
by  specific  747s  owned  by  solid,  spe- 
cial trusts.  Rickety  Pan  Am  merely 
leased  the  planes.  Today  those  equip- 
ment issues  sell  at  85. 

Since  the  1973-74  money  crunch. 
Darling  has  upgraded  B4's  portfolio, 
first  by  letting  the  fund's  cash  posi- 
tion build  up  ( at  one  point  it  reached 
25%  of  assets,  vs.  around  5%  now)  and 
then  by  investing  in  higher  grade  se- 
curities. In  1973  only  26%  of  the  fund's 
assets  were  in  issues  rated  Baa  and 
higher.  Now  it's  56%.  Has  B4  gone 
chicken? 

Not  really.  What  Darling  "up- 
graded" into  were  utilities,  which  in 
1974  and  early  1975  were  being 
downgraded  by  the  rating  services 
and  dumped  from  many  an  institu- 
tional portfolio.  As  others  bled,  B4 
saw  a  rare  opportunity. 

"We  did  a  lot  of  work  on  utilities," 
says  Darling,  "and  we  concluded  that 
all  of  them  couldn't  go  under.  So  we 
bought  high-coupon  intermediate 
bonds  such  as  Duke  13%s  of  1979." 
Utilities  now  make  up  the  biggest 
sector  of  B4's  portfolio. 

VN'ill  Darling  now  reverse  himself  as 
he  did  in  1970  and  take  his  profits . 
by  selling  his  comparatively  high- 
grade  bonds?  He  says  that  he  doesn't 
have  to  do  that.  "There  has  been  a 
lowering  of  the  overall  quality  of  the 
debt  in  the  system,  so  we  will  con- 
tinue to  focus  pretty  much  on  the 
higher  end  of  our  spectrum."  Key- 
stone's executive  vice  president  for  in- 
vestments, William  Hennig,  adds, 
"The  market  has  dri\en  the  yields  of 
many  companies,  which  are  Baa  and 
A,  in  the  direction  of  what  we  need  to 
maintain  our  dividend.  Why  step 
down  to  buy  yourself  more  trouble?" 

In  short,  today's  junk  has  class.  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


December  17, 1975 


$150,000,000 


International  Paper  Company 

8.85%  Sinking  Fund  Debentures  Due  2000 


Price  100^ 

plus  accrued  interest  from  December  IS,  1975 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Morgan  Stanley  &  Go. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Blyth  Eastman  Dillon  &  Go. 

Incorporated 


Goldman,  Sachs  &  Go. 


Dillon,  Read  &  Go.  Inc. 


Halsey,  Stuart  &  Go.  Inc. 

Affiliate  of  Bache  &  Co.  Incorporated 

Kuhn,  Lo^b  &  Go. 


Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


Lazard  Freres  &  Go. 


Lehman  Brothers 

Incorporated 


Kidder,  Peabody  &  Go. 

Inc  Tporated 

Salomon  Brothers 


Drexel  Burnham  &  Go. 

Incorporated 

E.  F.  Hutton  &  Gompany  Inc. 
Loeb,  Rhoades  &  Go. 


Paine,  Webber,  Jackson  &  Gurtis     Reynolds  Securities  Inc.     Smith,  Barney  &  Go.     Wertheim  &  Go.,  Inc. 

Incorporated  Incorporated 


White,  Weld  &  Go. 

Incorporated 


Dean  Witter  &  Go. 

Incorporated 


Warburg  Paribas  Becker  Inc. 


« 


Interactive  computing 

gaveusabii^  ^ 
boost  in  producdvityr 


When  people  without  a  data  processing  background  can  use  terminals  to  interact  directly 
with  a  computer —to  get  information,  prepare  reports  and  solve  problems —the  result  may  be 
significant  benefits  throughout  the  entire  organization.  Work  can  be  done  faster.  Programming 
time  and  costs  may  be  reduced.  The  entire  data  processing  system  can  be  used  more  efficiently. 

Here  three  companies  report  on  their  experiences  with  IBM  programs  that  permit  multiple 
users  to  communicate  interactively  with  System/370  computers. 


Running  on  one  of  ABC  s  two  Model  158 
computers,  APL  is  used  to  determine 
costs  and  schedules  of  network  shows. 


At  ABC,  "analyses  that  would  have 
taken  days  can  now  be  done  in  hours'.' 

"A  particularly  effective  way  of  getting  select 
information  we  need  in  the  form  we  want— when  we 
want  it'.' 

That's  how  Mark  Cohen,  vice  president  for  finance 
and  planning  for  the  ABC  Television  Division,  sums 
up  the  value  of  interactive  computing  with  A  Pro- 
gramming Language  (APL),  which  his  department 
finds  easy  to  learn  and  use.  An  advanced  IBM  version 
of  APL,  which  provides  access  to  a  wide  range  of  data 
bases,  is  used  primarily  for  analyzing  TV  schedules 
and  costs  up  to  78  weeks  in  the  future. 

"With  the  flexibility  of  APL,  we  can  react  much 
faster  to  completely  new  situations  we're  constantly 
facing','  points  out  Al  Rubin,  the  TV  network's  vice 
president  of  business  analysis  and  financial  planning. 
"Analyses  that  would  have  taken  days  can  now  be 
done  in  hours,  since  there's  no  need  for  elaborate  com- 
puter rei)rogramming  to  meet  changing  conditions'.' 


At  Hydraulic  Research,  "improved  engineering  performance 
through  more  thorough  simulation!' 

In  the  design  of  high-technology  aerospace  products,  engineers  at  Hydrauh'c  Research  and 
Manufacturing  Company  use  mathematical  models  to  simulate  such  factors  as  stress  and 
thermal  reactions.Thousands  of  simulations  may  be  needed  for  each  project. 
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Product  testing  at  Hydraulic  Research,  a  Textron  company, 
at  Valencia,  California.  Engineering  simulations  are 
conducted  interactively  with  the  computer  using  CMS. 


The  simulations  are  now  being  done 
interactively  on  the  company's  Model  135 
via  nine  IBM  3277  display  terminals.'The 
result  is  improved  engineering  perfor- 
mance through  more  thorough  simula- 
tion',' says  Samuel  X.  Garcia,  president. 
"Interactive  computing  gave  us  a  big 
boost  in  productivity.  We're  designing 
better  products  because  of  it— and  we're 
doing  it  faster." 

Hydraulic  Research  uses  the  Conver- 
sational Monitor  System  (CMS),  an  IBM 
interactive  program  that  operates  on 
System/370  computers  with  Virtual  Machine  (VM)  capability.  Engineers  program  their  own  re- 
quirements in  conversational  mode  with  the  computer,  eliminating  coding  and  keypunching. 
"They  like  the  response  they  get  and  their  ability  to  make  online  corrections  early,  avoiding 
time-consuming  reruns','  says  Reed  F.  Simpson,  director  of  management  services.  "And  we're 
saving  at  least  $250,000  a  year  on  outside  time-sharing  costs'.' 

At  Niagara  Mohawk  Power, 

"quicker  and  better  evaluation  of 

planning  possibilities." 

Where  should  transmission  line  substations  be 
located  for  greatest  efficiency?  What  will  be  the  effect 
if  a  line  is  taken  out  of  service?  Answers  to  such  ques- 
tions required  up  to  a  week  before  Niagara  Mohawk 
Power  Corporation  installed  IBM's  interactive  Time 
Sharing  Option  (TSO)  on  its  computer  system.  Now  a 
day  at  most  is  needed. 

"TSO  has  resulted  in  quicker  and  better  evalua- 
tion of  planning  possibilities','  says  Donald  Raymond, 
manager  of  system  planning  for  the  upstate  New  York 
utility.  "It^  made  our  two  Model  158  computers  far 
more  accessible,  with  170  people  now  qualified  to  use 
TSO  through  our  terminal  network'.' 

TSO  has  also  meant  faster  turnaround  time  in  pro- 
gram development  and  maintenance,  according  to 
Robert  J.  Brunner,  director  of  information  systems. 
"We've  conipleted  as  many  as  30  program  tests  in  one  day,"  he  reports.  "That  contrasts  with  a 
maximum  of  four  tests  previously  possible.  You  can  see  why  TSO  aids  productivity." 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write  IBM 
Corp.,  Dept.  83F-FB,  1133  Westchester  Avenue,  White  Plains,  N. Y.  10604. 

Computers  help  get  things  done. 


The  location  of  Niagara  Mohawk  substations 
is  determined  with  computer-aided  studies 

running  under  TSO. 


IBM. 

Data  Processing  Division 


ow  to  get  up  to  1L9% 
on  your  money 


^^^^^ 


Just  published! 

New  issue  gives  66  ways  to  get 

high  yields — right  now. 


Free!  16  pages  packed  with  new  facts 
and  sound  suggestions.  Includes 
these  opportunities: 

High-yielding  preferred  stocks 

Preferreds  are  priced  like  stocks  but 
act  like  bonds.  So  you  get  a  fixed  rate 
of  return  at  prices  you  can  afford. 
Right  now,  certain  issues  have  un- 
usually high  yields.  We  list  47  solid 
preferred  stocks  yielding  up  to  11.9%. 

Tax-free  income 

Municipal  bonds  and  notes  are  at 
record  highs.  And  the  interest  they 
pay  is  free  of  Federal  taxes.  We  list 
12  issues  yielding  up  to  7.8%  tax-free. 

Government  guarantees 

You  can  get  up  to  8.5%  on  your  money 
—  without  going  out  on  a  limb.  We 
list  7  govermment-giiarmiteed  issues. 
Plus  18  attractive  stocks  we  think 
are  especially  good  buys  now.  How  to 
be  a  better  commodity  speculator. 
And  more. 


Mail  today  for  free  copy!  "Investments  For  a  Changing  Economy." 

Mail  to:  Merrill  Lynch  Service  Center,  Box  700,  Nevada,  Iowa  50201 
Please  rush  me  your  latest  report.  I  wouldn't  mind  getting  high  yields. 

Name . 


Address. 
City 


-State. 


.Zip. 


Home  Phone, 


.Business  Phone. 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


Merrill  Lynch  Pierce  Fenner  8  Smith  Inc. 


l/Copyritfht  1970  Merrill  Lynch  Pierce  Kenner  &  Smith  Inc.  Member,  Securities  Inveslur  I'ruleclion  Corporation  (SIIT) 
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Cuinposeii  ()t  the  tollnw  ing 

Production 

•  How  much  are  we  producing'  (Ffderal  Re- 
serve Board  Index  of   Induitnal   Production; 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  pri\atel\  ownt'd  hnm'-inf;  starts) 

Consumption 

•  How  much  are  people  spending'  (Bureau  of 
The  Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt' 
(Federal  Reserve  net  change  in  consumer  in- 
stallment debt) 

•  How  costly  are  services'  'L  S    IDept   o1  Lalxn 


service  price  index  related  to  the  consumer 
price  index) 

Income 

How   much   are  workers   earning'    (Dept     of 

Commerce  personal  income,  wage  and  salary 

disbursements) 

How  many  people  have  been  laid  off?  (US 

Dept    of  Latmr  initial  unemployment  claims) 


Market  Comment 


Stocks  For  Your  Portfolio 


By  L.  O.  Hooper 


There  probably  will  be  no  great  bear 
market  this  year  unless  new  conser- 
vative governments  here,  and  all  over 
the  world,  decide  to  bite  the  bullet 
and  deflate— and  have  the  nerve  to 
live  through  the  great  depression 
consequences.  There  probably  will 
be  no  great  bull  market  this  year 
unless  inflation  speeds  up  enough 
to  cause  a  wild  rush  from  money  to 
material  things. 

As  I  see  it,  neither  one  of  these 
extremes^  is  probable.  Therefore,  al- 
though stocks  this  year  will  from 
time  to  time  try  to  go  up  rapidly 
and  come  down  rapidly,  the  range 
between  the  1976  highs  and  the 
1976  lows  in  the  averages  will  prob- 
ably be  smaller  than  the  range  in  1975. 
I  think  we,  can  assume  that  the  trend 
will  be  a  little  more  plus  than  minus 
or  neutral,  that  it  will  be  more  impor- 
tant to  think  about  individual  issues 
than  about  "the  market." 

It  seems  an  appropriate  time,  there- 
Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &   McKinnon  Auchincloss   Kohlmeyer   Inc. 


fore,  to  devote  more  of  this  column 
to  specific  issues,  to  use  a  lot  of  names. 
The  broader  market  trend  ahead  has 
in  past  years  been  loudly  hinted  at  by 
what  happens  in  the  month  of  Jan- 
uary. Generally,  if  the  DJI  sells  high- 
er in  January  than  its  December 
high,  it  has  been  an  indication  that 
the  market  environment  for  the  next 
few  months  will  be  more  pleasant  for 
the  optimists  than  for  the  pessimists. 
If,  on  the  other  hand,  the  DJI  makes 
a  low  in  January  lower  than  the  De- 
cember low,  it  has  usually  suggested 
that  the  bulls  won't  be  too  comfort- 
able during  the  late  winter.  Broadly 
speaking,  I  surmise  that,  as  far  as  the 
long  pull  is  concerned,  what  happens 
between  now  and  summer  is  likely  to 
be  much  ado  about  nothing.  There 
should,  however,  be  some  significant 
action  in  specific  issues. 

The  outlook  for  the  automobile  in- 
dustry in  this  country  this  year  is  bet- 
ter than  the  outlook  for  the  building 
industry,  where  I  expect  the  moderate 
improvement  to  be  halting  rather  than 


impressive.  General  Motors  (58)  pro- 
phetically registered  a  new  recovery 
high  late  in  December.  Ford  Motor 
(44)  is  probably  a  little  cheaper  and 
may  have  a  greater  percentage  rise 
potential,  but  it  is  not  of  as  good  in- 
vestment quality. 

Chrysler  (9),  which  lately  has  de- 
veloped a  "sold-out"  chart  at  around 
9-10,  is  what  I  would  call  an  "all-or- 
none"  stock  as  the  company  is  strug- 
gling to  keep  a  place  in  the  sun.  If 
it  succeeds,  Chrysler  will  not  be  as  big 
or  as  important  a  company  as  it  has 
been  in  the  past,  but  the  stock  could 
be  a  very  profitable  speculation.  Amer- 
ican Motors  (5)  represents  a  cheap 
way  to  participate  in  the  highly  com- 
petitive small-car  market.  The  stock, 
I  think,  is  one  of  the  more  desirable 
under-10  issues,  but  shares  of  some 
of  the  parts  companies  probably  in- 
\olve  smaller  risks. 

Among  the  auto  parts  companies, 
Arvin  Industries  (9)  is  probably  one 
of  the  most  simon-pure  auto-related 
units.  It  has  always  had  excellent 
management,  is  a  leader  in  exhausts 
and  antipollution  parts.  Debt,  which 
was  too  heavy  for  a  while,  is  rapidly 
being  reduced.  Federal-Mogul  (12)  is 
a  good  company  which  is  auto  parts 
related.  Timken  (38)  is  certainly  the 
quality  issue,  with  its  long  dividend 
record,  negligible  debt  and  excellent 
earnings  in  diflBcult  years  like  1975. 
Eaton  Corp.  (29)  is  much  more  in- 
volved with  truck-related  parts  than 
some  of  the  others,  but  few  companies 
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in  the  group  have  a  better  record  or 
are  as  large.  Libbey-Owens-Ford 
(22)  should  certainly  benefit  from  a 
better  automotive  market. 

Seaboard  Coast  Line  Industries 
(20)  earned  about  $4  a  share  last 
year  and  pays  $1.40  to  offer  a  return 
of  around  7%.  The  stock  is  currendy 
a  favorite  of  some  of  the  more  dis- 
tinguished rail  analysts,  with  1976 
earnings  estimates  all  the  way  from 
$5  to  $6  a  share.  This  stock  repre- 
sents the  old  Seaboard  Air  Line  plus 
the  Atlantic  Coast  Line  and  the  Louis- 
ville &  Nashville.  Nonrail  properties 
include  three  northern  Florida  news- 
papers and  some  valuable  real  estate. 
Coal,  paper  and  the  growth  of  Florida 
and  other  parts  of  the  southeast  are 
important  in  the  traffic  picture.  The 
price  of  the  stock  since  1972  has 
ranged  between  17?8  and  665^,  so  the 
issue  is  now  not  far  abo\'e  its  four- 
year  low. 

Science  Specialist 

EGirG  Inc.  (14)  is  l>elieved  to  have 
earned  around  $1.15  a  share  last  year 
on  sales  of  about  $180  million.  Back 
in  1968  it  sold  as  high  as  72  on  sales 
of  $113  million  with  earnings  of  72 
cents  a  share.  Per-share  profits  have 
been  higher  each  year  since  1970. 
This  is  a  high-science  research  con»- 
pany  par  excellence,  with  interests  in 
specialized  instruments,  environmental 
ser\ices,  energy  research,  biomedical 
services,  nuclear  developments,  elec- 
tronics, lasers  and  industrial  seals. 
Much  of  its  contract  research  is  gov- 
ernment subsidized.  EG&G  is  especial- 
ly strong  in  advanced  nuclear  tech- 
nology. The  stock  has  sold  at  least  as 
high  as  19T8  in  every  year  since  1965. 
It  has  an  active  market  on  the  NYSE. 

There  is  less  inclination  among  peo- 
ple who  follow  the  airlines  to  be  pes- 
simistic alx)ut  them.  There  are  three 
main  factors  about  the  industry: 
1 )  the  cost  and  availability  of  loans 
and  the  mone>'  needed  to  service 
them;  2)  traffic  and  fare  rates;  and 
3)  the  very  high  cost  of  fuel,  especial- 
ly kerosine  for  jets.  Presently  not  much 
new  money  is  needed,  and  creditors' 
are  reasonably  cooperative.  Traffic 
trends  could  be  better  and  fares  are 
somewhat  chaotic,  but  generally  there 
is  improxement.  Fuel  is  still  terribly 
high,  but  there  has  lately  been  some 
significant,  if  minor,  easing  in  prices. 

The  stronger  companies,  financially, 
are  Delta  Air  Lines  (34),  Northwest 
Airlines  (21),  UAL  (25)  and  Ameri- 
can Airlines  (8).  All  the  airlines  are 
highly  leveraged  because  of  their  debt 
structures.  The  highest  leverage  is  in 
Pan  American  (5)  and  in  TWA  (7). 
I  expect  the  airlines,  which  always 
are  speculative,  to  act  better  this  year 
than  they  did  in  1975.   ■ 
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Stock  Comments 


Good  But  Not  Great 


By  Heinz  H.  Biel 


As  FAR  as  the  stock  market  is  con- 
cerned, 1975  came  in  hke  a  lion  and 
went  out  like  a  lamb.  Despite  a  fee- 
ble attempt  at  a  year-end  rally,  it 
never  managed  to  rise  above  its  re- 
covery high  of  last  July.  However, 
de  mortuis  nil  nisi  bonum.  With  a 
)'car-to-year  gain  in  the  Dow  of  over 
38%,  1975  was  one  of  the  best  on 
record.  But  this  was  due  primarily 
to  the  fact  that  it  started  from  an 
extremely  depressed  base.  I  expect 
1976  to  be  another  plus  year,  but 
anything  approaching  a  38%  rise  is 
highly  improbable. 

Con  Edison  (Forbes,  Dec.  1, 1975), 
having  sold  its  Indian  Point  No.  3  nu- 
clear power  plant  on  New  Year's 
Eve  to  the  N.Y.  State  Power  Au- 
thority for  $394  miUion,  now  has 
adequate  ixmds  for  1)  current  capi- 
tal expenditures,  2)  repayment  of 
short-term  loans  and  3)  retirement 
of  maturing  bonds.  There  should  be 
no  need  for  Con  Ed  to  seek  new  fi- 
nancing, debt  or  equity,  in  the  fore- 
seeable future. 

With  1975  earnings  estimated  at 
about  $3.50  a  share  and  this  year's 
earnings  projected  at  better  than  $4 
—Argus  Research  looks  for  $4.35  a 
share— an  increase  in  the  present 
$1.20  dividend  rate  seems  imminent, 
perhaps  to  $1.40  at  first  and  to  $1.60 
before  the  year  is  out.  Ck)n  Ed  (15) 
lost  status  when  it  omitted  a  quar- 
terly dividend  in  the  spring  of  1974. 
That  is  why  the  stock  is  still  sell- 
ing at  an  absurdly  low  multiple  and 
even  the  intermediate-term  bonds  are 
yielding  better  than  11%.  In  my  opin- 
ion, both  deserve  a  better  rating. 

I  don't  know  when  the  housing  in- 
dustry wiU  emerge  from  its  continu- 
ing slump,  but  when  it  does,  Louisi- 
ana-Pacific (12)  will  be  a  major  ben- 
eficiary, and  the  still  deeply  de- 
pressed stock  should  rebound 
strongly.  This  spin-oflF  (in  1973) 
from  Georgia-Pacific  is  an  aggres- 
sively and  competently  managed,  ex- 
pansion-minded forest  products  com- 
pany. After  two  exceedingly  profit- 
able years,  earnings  fell  apart  in 
1975  when  prices  slumped  as  a  re- 
sult of  weak  demand,  particularly 
for  building  materials.  Louisiana-Pa- 
Mr.  Biel  is  a  senior  vice  president  of  the  New 
Vork  Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


cific's  business  is  highly  leveraged, 
and  if  the  American  economy  contin- 
ues to  improve  with  housing  finally 
participating,  earnings  are  likely  to 
recover  rapidly  from  last  year's  es- 
timated 75  cents  or  80  cents  a  share. 
The  stock  is  speculative  and  the  yield 
is  a  neghgible  1.7%,  but  the  poten- 
tial is  suflBcientiy  intriguing  to  make 
it  attractive  for  investors  willing  to 
take  a  reasonable  risk. 

Not  Gourmet,  But  Growing 

The  fast-food  restaurant  business 
keeps  growing  by  leaps  and  bounds. 
These  places  may  not  make  Malcolm 
Forbes'  hst  of  gourmet  restaurants, 
but  the  food  is  edible  and  aflFordable. 
McDonalds  (58),  of  course,  is  the 
kingpin  of  the  industry.  Its  growth 
has  been  spectacular  and  its  profit 
margin  is  enviable.  No  wonder  the 
stock  seUs  at  26  times  estimated 
1975  earnings  of  $2.20  a  share,  even 
though  it  has  yet  to  pay  its  first  cash 
dividend. 

Kentucky  Fried  Chicken  and  Bt^r- 
ger  King  are  \mder  the  umbrella  of 
Heublein  (47)  and  Pillsbury  (38), 
respectively,  two  companies  for 
which  I  have  the  highest  regard  and 
•which  continue  to  be  suitable  for  in- 
vestment despite  their  steep  ad- 
vance last  year.  I  rarely  mention 
over-the-cotmter  stocks,  but  111 
make  an  exception  with  Chart  House, 
which  is  the  largest  franchisee  of 
Burger  King,  operating  227  of  them 
plus  53  steak  houses. 

Although  Chart  House  is  still  not 
weU-known  in  The  Street,  this  com- 
pany is  now  doing  a  business  ap- 
proaching $150  million.  Profits  have 
grown  apace,  from  45  cents  a  share 
in  1970  to  about  $2.25  last  year,  or 
roughly  the  same  as  MCD.  While 
its  aftertax  profit  margin  is  only  a 
little  more  than  5%  compared  with 
nearly  10%  for  MCD,  Chart  House 
sells  at  20  for  a  price/ earnings  ra- 
tio of  only  9,  or  one-third  that  of 
McDonald's.  Chart  House  even  pays 
a  respectable  dividend  of  60  cents. 
The  stock  is  speculative  and  not  well 
seasoned;  the  over-the-cotmter  mar- 
ket is  fair.  I  consider  Chart  House 
an  attractive  way  to  participate  in 
an  industry  that  seems  destined  to 
grow  and  grow.   ■ 
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Stock  Trends 


A  Stop-&-Go  Market 


By  Myron  Simons 


If  we  were  back  in  the  early  1960s, 
we'd  take  one  look  at  the  earnings 
forecast  for  this  year  and  start  talk- 
ing about  when  the  Dow  Jones  av- 
erage would  break  the  2000  barrier. 
Instead,  anyone  who  talks  about  it 
getting  much  above  1000  is  apt  to  be 
branded  as  some  kind  of  nut. 

We  live  in  an  age  of  skepticism,  no 
longer  in  an  age  of  great  expecta- 
tions. Our  largest  city'  has  gone 
bankrupt  in  fact  if  not  in  name  and  a 
number  of  corporations  have  been 
accused  of  payola  or  of  reporting 
padded  earnings.  And  every  time  we 
begin  to  feel  good  about  the  future, 
Arthur  Bums  croaks  at  us  hke  Poe's 
raven,  warning  about  inflation  and  the 
need  to  restrain  credit.  Thus  a  lot  of 
individuals  have  deserted  the  market, 
and  institutional  managers  are  asking 
whether  it  makes  any  sense  to  have 
the  lion's  share  of  their  portfolios 
in  common  stocks. 

It  used  to  be  said  that  in  a  time  of 
inflation  it's  better  to  have  equity 
than  anything  else.  People  no  longer 
believe  this— and  not  without  reason. 
Today  the  Government  is  pledged  to 
fight  against  inflation,  and  when  it 
does,  it  not  only  destroys  the  growth 
in  corporate  earnings  from  time  to 
time,  but  it  creates  competition  from 
superhigh  interest  rates.  All  of  this 
adds  up  to  the  possibihty  of  a  dimin- 
ished total  demand  for  stocks. 

So,  we  won't  get  2000  in  the  DJI, 
or  even  the  1300  figure  that  historical 
standards  would  generally  call  for. 
But  we  should  get  an  attempt  to 
reach  the  950-1000  level  sometime  in 
the  first  half  of  1976.  After  all,  the 
earnings  forecasts  for  the  Dow  stocks 
range  from  $90-$  100,  and  a  price/ 
earnings  multiple  of  10-11  times 
should  be  assigned  as  soon  as  there 
is  real  conviction  that  the  economic 
recovery  is  firmly  on  course. 

But  even  that  modest  bull  market 
is  likely  to  have  a  more  jagged  struc- 
ture than  those  of  the  past.  The  up- 
ward surge  will  probably  take  place 
in  giant  steps,  and  in  between  them 
there  will  be  some  sharp  sinking  spells 
every  time  there's  a  suspicion  that 
something  can  go  wrong.  An  invest- 
ment strategy  which  pays  major  at- 

Mr.  Simons  is  director  of  research  it  the  securities 
firm  of  Wecden  &  Co. 


tention  to  market  timing  is  clearly 
called  for.  What's  more,  you'll  prob- 
ably be  more  successful  if  you  buy 
the  leading  companies  in  their  indus- 
tries rather  than  looking  downstream 
for  stocks  that  may  represent  more 
evident  value  but  are  likely  to  be 
ignored  by  institutional  in\estors.  It's 
going  to  mean  paying  a  lot  of  atten- 
tion to  the  financial  and  political 
news,  but  that  will  be  the  only  way 
to  keep  up  with  the  violent  fluctua- 
tions caused  by  the  institutions. 

Stick  With  The  Basics 

One  of  the  problems  with  a  market 
that  concentrates  on  a  strategy  of 
timing  is  that  the  names  of  the  stocks 
that  command  attention  tend  to 
change  after  every  sinking  spell.  Right 
now,  I  belie\e  that  there  will  be  some 
concentration  on  the  basic  industries 
that  have  been  depressed,  and  on  the 
consumer  industries  that  will  benefit 
from  the  refilling  of  the  in\entory 
pipelines. 

Textiles  are  a  case  in  point.  Burling- 
ton Industries  (27),  J. P.  Stevens 
( 18 )  and  Celanese  ( 44 )  should  bene- 
fit from  the  fact  that  the  huge 
Christmas  selling  season  will  force  re- 
plenishment of  inventories. 

The  aluminum  stocks  have  just  bo- 
gun  to  move  out  of  the  doldrums.  The 
industry  has  suffered  from  oversupply, 
but  incoming  orders  look  better.  As 
the  economy  picks  up,  so  should  alu- 
minum. I  Uke  Alcoa  (40)  and  Kaiser 
Aluminum  (27). 

The  oil  companies  were  under  a 
cloud  while  a  new  energy  program 
was  being  developed.  The  rollback  in 
prices  wasn't  favorable  for  the  indus- 
try, but  at  least  the  companies  know 
where  they  stand  and  can  now  go  on 
with  their  programs  for  drilling  and 
marketing.  Exxon  (89)  in  the  inter- 
nationals, Marathon  (44)  among  the 
domestics,  and  Dresser  (62)  among 
the  suppliers  would  be  my  preference. 

Perhaps  the  Presidential  election 
campaign  this  fall  will  flush  out  plans 
for  the  future  of  our  economic  and 
political  Ufe  about  which  we  can  feel 
some  confidence.  If  so,  the  ground- 
work can  be  laid  for  a  sustained  bull 
market.  If  not,  investors  might  as  well 
resign  themselves  to  living  with  an 
erratic  bull  market.  ■ 
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Send  the  reply  card  today  and  get  the 
results  of  56  years  of  experience  in  United's 

1976  Planning  Kit 

25  Most  Active  Stocte 

of  1975 

Buy?  Hold?  Sell? 

Facts,  figures,  individual  analysis,  appraisal  of  risk,  and  specific  advice 
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Retirement  Now      Retirement  Later 


If  you  are  thinking  about  easing  off,  or  you 
have  already  started  to.  you  might  be 
particularly  interested  in  this  Report.  United 
has  picked  an  8  issue  portfolio  designed  to 
yield  $300  per  month  income  now.  We 
think  these  issues  give  you  an  opportunity 

'for  higher  income  and  gain,  too,  with 

"•  reasonable  safety. 


The  prudent  business  men  and  women  of 
today  don't  wait  until  they  are  middle-aged 
to  plan  for  retirement.  This  Report  should 
especially  interest  those  people  starting  to 
plan  now  for  the  future..  Although  there  are 
risks  involved,  United  recommends  8  stocks 
that  we  rate  favorably  for  long-term  capita, 
growth. 


Plus  a  Full  4- Week  Guest  Subscription  to  United  Reports 


4-issue  subscription  to  United  Reports  alone  is  a  $9  value—  this  entire  package  only 


$3 
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210  Newbury  Street,  Boston,  Massachusetts  021 16 
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We  believe  some  of  the  best  opportunities  today  may  be  among 
these  depressed  issues.  All  are  well  known  stocks  down  at  least 
40%  —  some  as  much  as  70%  —  from  their  5-year  highs. 
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We  don't  rate  all  as  buys  by  any  means.  But  we  believe  10  can 
be  bought  now  for  their  recovery  prospects.  As  a  Bonus  with 
your  trial  subscription  you  will  receive  10  full-page  buy  reports 
on  these  stocks. 

PLUS  THESE  EXTRA  BONUSES 

■  BABSON'S  BUY  -  SELL  -  HOLD 
ADVICE  ON  100  MAJOR  STOCKS 
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■  SPECIAL  REPORT  — 
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Every  Monday  morning  for  two  full  months  you  will  get  profes- 
sional investment  advice  on  the  market  —  buy,  hold  and  sell 
advice  on  stocks  in  the  news  —  industries  on  the  move  All  for 
only  $5.00  —  half  the  regular  fee. 

Here  is  a  great  opportunity  to  check  your  investment  strategy 
with  Babsons  —  one  of  the  Country's  oldest  and  largest  inde- 
pendent investment  advisory  organizations. 

GUARANTEE  — We  sincerely  believe  you  will  be  pleased  with 
your  trial  subscription.  However,  if  at  any  time  you  are  not  en- 
tirely satisfied,  we  will,  at  your  request,  send  you  a  full  refund 
by  return  mail  —  fair  enough? 

Start  your  2-month  trial  subscription  today  Simply  mail  this 
coupon  — all  reports  sent  by  Ist-dass  mail 

r-  4Wl^  babson's  reports  inc.- 

■  Wellesley  Hills,  Mass.  02181  f  593  _ 

FO'JNOEO  l^4  1904  By  ROGEO  W    BA9S0N 

Please  send  my  2-monlh  trial  PLUS  BONUSES 

$5  enclosed 
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Street  &  No 

City  State  Zip 

This  subscription  will  not  be  assigned. 


Readers  Say 


(Continued  from  page  8) 
Nature  Bigger  Villain 

Sir:  Re  your  article  on  coal  (Dec. 
15).  Environmentalists  assume  that 
what  nature  does  is  good  and  what 
man  does  is  bad.  Nature  has  done  and 
is  doing  more  damage  to  the  enWron- 
ment  than  man.  No  voice,  for  just  one 
example,  is  raised  in  protest  about  the 
milhon  tons  of  topsoil  washed  dowii 
the  Mississippi  River  every  year  to 
be  wasted  in  the  salty  Gulf. 

—Cecil  J.  Rogers 
Ft.  Lauderdale,  Fla. 

Fair  Agreement 

Sir.  Knowing  the  generosity  of  this 
great  country,  I  have  no  doubts  that 
there  will  be  a  fair  agreement  to 
the  contro\ersial  Concorde  problem 
(Fact  6-  Comment,  Nov.  1).  More- 
over President  Giscard  d'Estaing,  on 
his  oflBcial  visit  to  the  U.S.  in  May 
1976,  will  board  the  Concorde. 

— Ger.\rd  Gaussen 

Consul  General  of  France 

New  York,  N.Y. 


It  Figures 

Sir:  Har\ard  ran  a  deficit  this  past 
year.  Some  of  the  branches  of  the 
uni\ersity  ran  at  a  surplus,  some  at 
a  loss.  Naturally,  the  Har\ard  Busi- 
ness School  showed  a  surplus.  And 
it  figures:  The  largest  deficit  was  at  ■ 
the  School  of  Go\ernment. 

—Samuel  M.  Robbing 
West  Newton,  Mass 


A  Matter  Of  Zeros 

Sir:  Re  your  qurry  "What's  A  Tril- 
lion Dollars?"  (Fact  b-  Comment,  Dec. 
15).  Actx>rding  to  the  dictionary,  a 
trillion  is  a  cardinal  number  repre- 
sented in  the  U.S.  and  France  by  a 
one  followed  by  12  zeros;  in  Britain 
and  Germany,  by  a  one  followed  by 
18  zeros. 

— Lt.  Col.  John  C.  Stewart, 

USAF  (Ret.) 

Sonoma.  Calif. 


Coca-Cola  In  Forefront 

Sir:  Re  the  article  on  the  Coca-Cola 
Co.  and  its  recently  concluded  con- 
tract negotiations  with  the  United 
Farm  Workers  (Dec.  15):  Coca-Cola 
iK'gan  in  1968  major  and  concentraterl 
efforts  to  significantly  change  tlw 
life-style  of  up-to-then  migrant  farm 
workers.  By  the  end  of  1970.  all 
grove  workers  and  six  full  harvestiiii; 
crews  were  made  "regular"  employ<'<'s 
with  the  full  fringe  benefits  of  tlx- 
corporation.  By  Octol>er  1971,  13 
harvesting  imits  had  hcvu  converted 
to  regular  status.  In  Februar>  1971, 
a  benefits  program  was  implemented 
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for  seasonal  farm  workers— the  first 
of  its  kind  certainly  in  Florida  and 
probably  in  the  country. 

Coca-Cola  launched  this  program 
long  before  the  media  pressure  de- 
scribed in  the  article  and  certainly 
before  the  union  ever  appeared  on 
the  scene.  The  demonstrations  and  sit- 
ins,  except  on  occasion  in  Florida, 
generated  relatively  little  coverage 
even  in  the  cities  where  they  oc- 
curred. They  had  no  eflFect  on  the  ulti- 
mate outcome. 

—J.  Paul  Austin 

Chairman, 

The  Coca-Cola  Co. 

Atlanta,  Ga. 

Working  Less  For  The  Dollar 

Sir:  Re  your  remark  "What  is  in- 
flation? Taxation.  Nothing  more,  noth- 
ing less.  It's  the  devastating  price  of 
the  Free  Lunch"  (Fact  ir  Comment, 
Dec.  15).  The  reason  the  dollar  won't 
do  as  much  for  people  as  it  used  to 
is  because  people  won't  do  as  much 
for  the  dollar  as  they  used  to  do. 

-T.H.  Davis 
Winston-Salem,  N.C. 

No  Loan  To  Grant 

Sib:  Re  "A  Chat  With  Class- Action 
Lawyer  Izaak  Walton  Bader,  A  Bond- 
holder's Best  Friend"  (Dec.  15).  Mr. 
Bader  says  that  "About  a  year  be- 
fore [Interstate  Stores]  went  bank- 
rupt. Bankers  Trust  makes  a  direct 
loan  to  Interstate  and  makes  that 
loan  superior  to  the  bondholders  it 
was  supposed  to  protect. . . .  We've 
got  the  same  problem  now  in  W.T. 
Grant  where  I've  sued  the  Chase 
Manhattan  and  U.S.  Trust  for  doing 
the  same  thing,  only  the  case  is  even 
stronger."  U.S.  Trust  has  made  no 
loan  to  W.T.  Grant  at  any  time.  Its 
sole  responsibility  in  the  Grant  Chap- 
ter XI  proceeding  is  as  successor 
indenture  trustee  for  $92.5  million 
subordinated  debentures. 

—J.  SiN'CLAIR  AbMSTRONG 

Executive  Vice  President, 

Corp.  Trust  and  Agency  Adm., 

U.S.  Trust  Co. 

New  York,  N.Y. 

Big  Response 

SiB:  Re  your  Chemetron  article 
( Dec.  1).  I  must  confess  that  I 
would  ha\e  been  more  than  happy 
if  the  streaking  remark  stayed  as 
the  last  sentence— under  the  assump- 
tion that  a  lot  of  readers  would  not 
have  noticed^  it.  However,  since  you 
put  it  in  headlines  on  your  editorial 
page,  my  mail  this  week  is  positively 
anatomical. 

-John  P.  Gallagher 

President, 

Chemetron  Corp. 

Chicago,  111. 
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I  noughts . . .  Business  of  Life 


The  rung  of  the  ladder 
was  never  meant  to  rest  upon, 
but  only  to  hold  a  man's  foot 
long  enough  to  enable  him  to 
put  the  other  somewhat  higher. 
Thomas  Huxley 


Most  troubles  arise  from  loafing 
when  we  should  be  working  or 
talking  when  we  should  be  listening. 
Arnold  Glasow 


There  is  no  merit  where 
there  is  no  trial;  and  till 
^experience  stamps  the  mark 
of  strength,  cowards  may  pass 
for  heroes  and  faith  for  falsehood. 
Aaron  Hill 


Success  is  counted  ^weetest  by 
those  who  ne'er  succeed. 
Emily  Dickinson 


Even  doing  nothing  takes  doing. 
Frank  Tycer 


To  know  that  which  before  us  lies 
in  daily  life,  is  the  prime  wisdom. 
John  Milton 


One  never  learns  by  success. 
Success  is  the  plateau  that  one 
rests  upon  to  take  breath  and 
look  down  from  upon  the  straight 
and  difficult  path,  but  one 
does  not  climb  upon  a  plateau. 
Josephine  Preston  Peabody 


One  monster  there  is  in  the  world: 
the  idle  man. 
Thomas  Carlyle 


Success  seems  to  be  largely 
a  matter  of  hanging  on 
after  others  have  let  go. 
William  Feather 


The  attempt  and  not 
the  deed  confounds  us. 
Shakespeare 


I've  never  known  a  man  worth 
his  salt  who  in  the  long  run, 
deep  down  in  his  heart, 
didn't  appreciate  the  grind, 
the  discipline.  ...  I  firmly 
beheve  that  any  man's  finest  hour 
—this  greatest  fulfillment  to 
all  he  holds  dear— is  that  moment 
when  he  has  worked  his  heart  out 
in  a  good  cause  and  lies  exhausted 
on  the  field  of  battle— victorious. 
Vince  Lombard! 


It's  all  right  to  aim  high 

if  you  have  plenty  of  ammunition. 

Hawley  R.  Everhart 


It  is  harder  to  climb 
than  to  stroll  along  level  road 
or  dawdle  down  hUl.  But  every 
man  who  wants  to  rise 
above  the  level  of  the  beast 
desires  to  ascend,  not  descend. 
Difficulties  are  stepping-stones 
leading  to  the  top. 
Therefore,  do  not  dodge  them, 
do  not  run  away  from  them. 
B.C.  Forbes 


To  drift  is  to  be  in  hell, 
to  be  in  heaven  is  to  steer. 
George  Bernard  Shaw 


If  all  else  fails, 

immortality  can  always  be  assured 

by  spectacular  error. 

John  Kenneth  Galbraith 


Make  your  plans  as  fantastic 
as  you  like,  because  25  years 
from  now,  they  will  seem  mediocre. 
Make  your  plans  ten  times  as  great 
as  you  first  planned,  and  25  years 
from  now  you  will  wonder  why  you 
did  not  make  them  50  times  as  great. 
Henry  Curtis 


A  Text . . . 


Sent  in  by  Charles  Patrona.  Westminster, 
Calif.  What  3  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


As  a  man  without  forethought 
scarcely  deserves  the  name  of  man, 
so  forethought  without  reflection 
is  but  a  metaphorical  phrase 
for  the  instinct  of  a  beast. 
Samxjel  Taylor  Coleridge 


If  I  have  talent  and  intelUgence, 
I  shall  get  on;  if  not,  it 
isn't  worth  pulling  me 
out  of  the  mud. 

MUSORGSKI 


Slumber  not  in  the  tents 
of  your  fathers.  The  world  is 
advancing.  Advance  with  it. 
Giuseppe  Mazzini 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  lOOll.  NY.  State 
residents,  add  4%-8%  sales  tax. 


Through  wisdom  is  an  house  huildrd; 
and  by  understanding  it  is  established: 
and  by  knowledge  shall  the  chambers 
be  fillvd  with  all  precious  and  pleasant 
riches. 
Proverbs  24:  3,4 
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DOLLA 


The  Tender  Game 


Ruthlessness  By  The  Rul 
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From  the  international-sized  Seville  to 
the  family-sized  Coupe  deVille,  Cadillac 
offers  the  luxury  of  choice.  You  can 
select  fronn  ten  basic  Cadillac  models 


Two  kinds  of  luxury. 
One  great  name. 


Including  Eldorado,  with  the  only 
convertible  built  in  America.  And  the 
Cadillac  Limousine,   only  U.S.-built 


production  car  designed  and  hui 
as  a  limousine. 

Whatever  you  want  in  a  luxury  d 
Cadillac  has  it. 
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COMPREHENSIVE  FINANCIAL 

MANAGEMENT 


//  your  assets  are  substantial  and  include  more  than  ordinary 

marketable  securities,  you  need  a  financial  advisor  who  is 

qualified  to  deal  not  only  with  your  stocks  and  bonds  but  also  with 

investments  in  real  estate,  closely-held  companies, 

tax-sheltered  investments,  valuable  personal  property, 

and  other  investment  media. 

Bessemer  Trust  Company,  N.A.  can  offer  you  the  comprehensive 

financial  management  we  now  provide  for  a  limited  number 

of  clients.  Our  experienced  tax  and  investment  specialists 

can  manage  your  assets,  as  well  as  provide  personalized  financial 

services,  from  estate  analysis  to  security  custody. 

Call  our  President,  John  R.  Whitmore,  at  949-7777,  or  write 


BESSEMER  TRUST  COMPANY,  N.  A. 

245  Park  Avenue 
New  York,  New  York  10017 


Get  The  Great  Rates 
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Compare 

The  Great  Rates 

of  Budget 

with  Hertz 

"Super  Saver  Rates" 

or  any  other 

"deflated  rates." 

Budget  has  always 

saved  you  money 

...and  still  does. 


per  day 
as  available 
Chevette,  Vega  or  similar 

No  Mileage 
Charge! 
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Step  up  to  a 
roomy  Grand 
Prix  for  even 
less  than  Hertz 
charges  for 
a  compact  car. 

Compare  the  savings  on  a  typical  one-day 
70  mile  round  trip: 


per  day 
140  a  mile 

Grand  Prix 
or  similar 


Save 

Save 

Save 

$9.14 

$5.14 

$2.16 

over  Hertz 
LTD 

over  Hertz 
Granada 

over  Hertz 
Maverick 

($18.95  a  day/ 
190  a  mile) 

($16.95  a  day/ 
170  a  mile) 

($14.95  a  day/ 
150  a  mile) 

Get  The  Great  Rates  where  you're  going! 

These  are  only  some  of  The  Great  Rates  available  right  now  at 
most  Budget  airport  locations.  Compare  The  Great  Rates  of  Budget 
with  Hertz  on  all  sized  cars.  To  learn  the  savings,  check  the 
Budget  counter  when  you  land  or  call  ahead  for  The  Great  Rate  at 
your  destination. 


For  reservations  call: 


800-228-9650 


Budget 

rentacar  T'' 


ATransamenca  Company 


All  rates  shown  non-discountable  plus  gas.     Hertz  rates  confirmed  at  Hertz  reservation  center.  Nov.  28    1975 
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Risk  Ma 


To  control  all  aspects  of  an 
organization^  exposure  to 
asset  damage  and  loss,  many 
companies  have  recognized 
the  importance  of  a  compre- 
hensive function  called  cor- 
porate risk  managements 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


A  companys  assets  may  be  valued  in  bil- 
lions of  dollars, or  thev  mav  be  much  less— but 
all  of  those  assets,  in  varying  degrees,  are  ex- 
jx)sed  to  continuing  risks  of  damage  or  loss.  By 
applying  management  techniques  to  the  han- 
dling of  such  risks,  threats  to  the  companys 
earning  power  and  even  to  its  continued  exis- 
tence can  be  reduced  or  eliminated.  Corporate 
risk  management,  in  short,  can  enhance  cash 
flow,  shield  profitability,  and  contribute  to  long- 
term  growth. 

The  concept  of  risk  management  combines 
risk  control,  including  loss  prevention  and  re 
duction,  and  risk  finance,  the  provision  of  funds 
at  the  lowest  cost  for  financing  possible  loss. 

Within  a  company,  risk  management  often 
starts  with  painstaking  identification  of  the  pos- 
sibilities of  loss  to  which  the  firm  is  exposed. 
For  example,  a  risk  manager  may  conduct  an 


extensive  physical  inspection  of  company  fa- 
cilities and  operations.  Such  a  survey  may  be 
reinforced  by  the  use  of  standardized  question- 
naires intended  to  uncover  hidden  exposures 
common  to  manv  business  firms.  Examina- 
tions  of  flow  charts  and  financial  and  other 
documents  may  suggest  further  hazards. 

Ranking  potential  losses 

The  next  step,  risk  measurement,  cstab 
lishes  the  relative  imjxjrtance  of  potential  losses 
—  their  frequency,  severity,  predictability  and 
probability.  This  is  followed  by  determining  the 
best  technique  for  handling  the  firm's  risks, 
whether  through  risk  control,  risk  finance  or  a 
combination  of  both. 

The  cardinal  rule  is  to  obtain  the  greatest 


gement 


possible  protection  at  the  least  possible  cost  to 
the  company. 

Under  risk  control,  a  decision  might  be 
made  not  to  build  a  warehouse  in  a  flood  plain 
(risk  avoidance).  It  might  be  to  install  guards 
on  machinery  to  prevent  employee  injuries 
(loss  prevention).  It  might  be  to  install  a  sprin- 
kler systenl  in  a  plant  (loss  reduction). 

Under  risk  finance,  the  decision  is  how  to 
allocate  the  risks  between  risk  transfer^  usually 
insurance,  and  risk  retention,  with  the  com- 
pany paying  any  losses  from  its  own  resources. 

Insurance  alone  does  not  constitute  total 
risk  management,  as  insurance  professionals 
have  long  pointed  out. 

Invariably,  insurance  is  most  useful  and 
least  costly  when  accompanied  by  all  other  prac- 


ticable means  for  reducing  exposure  to  loss. 

Once  risk  management  decisions  have  been 
made,  the  next  step  is  implementation. 

Here  risk  managements  responsibility  is  pri- 
marily that  of  managing  people,  so  that  desired 
actions  are  taken.  Finally,  having  put  programs 
into  action,  results  are  constantly  checked  to 
see  if  the  desired  effects  have  been  realized.  At 
the  same  time,  the  risk  manager  remains  alert 
to  changes  in  loss  exposures  which  may  call  for 
new  approaches  and  strategies. 

As  a  fuller  discussion  of  risk  management 
from  an  objective  standpoint,  INA  has  pre- 
pared a  booklet  entitled,  "Risk  Management: 
Some  Professional  Considerations!'  Copies 
may  be  requested  by  writing  INA  Corporation, 

1600  Arch  Street,  Philadelphia,  Pa.  19101. 
*       *        * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadel- 
phia, in  1792.  Today  INA  and  its  affiliated  com- 
panies operate  around  the  world  with  major 
interests  in  property  and  casualty  insurance, 
marine  insurance,  life  insurance,  reinsurance 
and  risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— -professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 


Insurance  Professionals 
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SWISSAIR 
GOES  WHERE  VOURE  GOING 

IN  THE  MIDDif  EAST. 


SWITZERLAND 


ABU  DHABI 


The  next  time  your  business 
takes  you  to  both  Switzerland 
and  the  Middle  East,  consider 
Swissair.  Maybe  you're  just 
starting  to  do  business  in  the 
Middle  East.  But  Swissair  has 
been  taking  people  and  cargo 
there  for  almost  thirty  years. 
Thirty-one  times  a  week  Swiss- 
air's DC-8's  and  wide-bodied 
DC-lO's  fly  business  travellers 
from  Zurich  and  Geneva  where 
they  want  to  go.  Throughout 
the  Middle  East. 

Besides  being  a  logical  gate- 
way from  Europe  to  the  Middle 
East,  Switzerland  is  right  in 


the  center  of  Europe.  It's  the 
hub  of  the  European  financial 
and  business  world.  And  it's 
the  perfect  spot  to  get  in  a  few 
days  of  pure  relaxation.  So  all 
in  all  it's  the  ideal  place  to 
plan  your  trip  around.  There 
are  frequent  plane  connections 
to  and  from  Switzerland.  So 
you  can  get  to  your  business  as 
quickly  as  you  have  to.  No 
matter  where  it  is. 

Getting  from  the  United 
States  and  Canada  to  Switzer- 
land is  iust  as  simple  as  getting 
from  Switzerland  to  the  Middle 
East.  Swissair  is  the  only  airline 


flying  roomy,. comfortable, 
wide-bodied  planes  to  Zurich 
and  Geneva.  You  can  get  747 
service  every  day  from  New 
York.  And  DC-10  flights  five 
days  a  week  from  Boston  and 
Chicago.  Plus  4  DC-10  flights 
each  week  from  Toronto  and 
Montreal. 

For  reservations  and  more  in- 
formation call  your  travel  agent, 
your  corporate  travel  consul- 
tant, or  local      ^^ 
Swissair  office.   ^^ 


SWISSAIR 
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Weberman  at  Forbes 


Our  IMewv  Investment  Section 

Starting  with  this  issue,  we  are  doing  away  with  the  old  "Finance"  section 
—a  landmark  in  Forbes  for  a  quarter  of  a  century— and  replacing  it  with 
an  expanded  section  entitled  "Money  And  Investments." 

As  our  readers  will  discover,  M&I  is  a  diversified  package.  It  will,  of 
course,  continue  to  carry  our  two  popular  stock  market  columnists,  Lucien  O. 
Hooper  and  Heinz  Biel,  as  well  as  other  stock  market  writers  from  time  to 
time.  In  this  issue,  we  are  adding  a  column  on  commodities  written  for  us 
by  Stanley  W.  Angrist,  a  versatile  and  well-informed  professor  at  the  Car- 
negie-Mellon Institute  in  Pittsburgh.  In  future  issues,  contributing  colum- 
nists will  write  on  such  topics  as  real  estate,  personal  finance  and  so  on. 

But  this  is  only  the  beginning. 
We  have  been  fortunate  in  per- 
suading Ben  Weberman  to  jo.'n 
our  staff  as  Economics  Editor. 
Weberman,  formerly  Financial 
Editor  of  The  American  Banker 
and  before  that  of  the  old  New 
York  Herald  Tribune,  is  possibly 
the  best-informed  reporter  in 
the  U.S.  in  the  banking  and 
money  market  fields.  His  col- 
umn in  the  Banker  was  must 
reading  for  bankers;  we  think  his 
new  signed  column  in  the  M&I 
section  will  be  must  reading  for 
all  businessmen.  It  is  on  page  52. 

The  M&I  section  is  led  off  by  a  concise  analysis  of  what  is  going  on  in  the 
economy;  accompanying  it  is  an  old  standby,  the  Forbes  Index. 

Three  existing  Forbes  features  move  to  the  new  section:  "The  Money 
Men,"  our  thoughtful  analysis  of  a  leading  securities  expert  and  his  views; 
"The  Funds,"  our  coverage  of  the  investment  company  scene,  and  the  short 
statistical  features  that  regularly  appear  in  Forbes. 

As  you  will  see,  M&I  is  not  just  a  face-lift  for  Forbes.  It  represents  a 
significant  deepening  and  broadening  of  our  service  to  our  readers. 

A  COUPLE  OF  YEARS  AGO  in  this  space,  we  said:  "All  of  our  writers  and 
editors  are  generalists;  none  is  a  specialist."  So  what  are  we  doing  with 
an  economics  editor,  Ben  Weberman,  who  has  followed  finance  since  1938? 

Because  we  have  been  increasingly  distressed  of  late  by  the  arcane, 
contradictory  and  often  plain  wrong  coverage  in  the  press  about  what  is 
going  on  in  banking  and  in  the  money  markets.  What  we  felt  was  needed 
was  not  just  another  "expert"— there  are  too  many  of  those  already— but  a 
seasoned  observer  who  could  judge  the  experts  and  help  our  readers 
reconcile  the  contradictions. 

At  52,  Weberman  is  clearly  the  man  for  the  job.  He  began  calling  Trea- 
sury Secretary  WiUiam  Simon  daily  for  news  20  years  ago,  when  Simon 
was  a  beginning  bond  trader  and  Weberman  was  already  a  seasoned  pro- 
fessional. The  news  sources  of  Weberman's  youth  are  the  managers  of  the 
American  economy  today.  Not  because  he  is  necessarily  kind  to  them  in 
print,  but  because  they  trust  and  respect  him,  these  economic  managers 
talk  freely  with  Weberman.  There  is  no  reporter  with  better  access  to  the 
experts  and  managers  of  the  economy.  And  there  is  no  story  of  more  con- 
tinuing significance  to  the  businessman-reader.   ■ 


Australia 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank . . .  over  1300  offices 

throughout  Australia,  New  Zealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  NY.,  10017. 

Telephone:  (212)  986-2248/9 

or  William  A  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 

360  Post  Street,  San  Francisco,  California, 

94108.  Telephone:  (415)433-1330. 

Bank  of 
New  Sout:h  Wales 

The  bank  that  knows  Australia  best 

Head  Office:  60  Martin  Place,  Sydney,  N.S.W., 

Australia,  2000 
I753411C1US  Z519 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•  •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 

•  •     •     •     * 

For  further  information  on  how  you 
can  intelligently  participate  In  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


Trends  &Tangents 


Business 


The  Keyless  Hotel 

A  new  kind  of  plastic  card  is  bid- 
ding to  replace  the  hotel  room  key. 
A  guest  inserts  the  card  into  a  slot 
next  to  his  door,  which  opens  only  if 
a  matching  card  is  id  an  electronic 
console  behind  the  hotel  desk.  A  lost 
card  can  be  replaced,  or  a  new  card 
issued  with  a  new  combination,  for 
3  cents  each  in  a  matter  of  seconds. 
The  system,  developed  by  ex-Honey- 
well aerospace  engineers  Herschel 
Hochman  and  Dennis  Hogan  and 
marketed  by  American  District  Tele- 
graph Co.,  is  so  far  used  mainly  in 
the  East:  The  first  and  largest  instal- 
lation was  in  the  960-room  Orlando 
(Florida)  Hyatt  House,  opened  in 
1973.  But  last  summer  the  system 
was  also  installed  in  New  York's 
famed  Algonqtoin  Hotel.  Though  de- 
signed mainly  to  improve  hotel  se- 
curity, the  system's  extras  can  include 
room  fire  sensors  and  power  cutofiFs, 
which,  it  is  estimated,  can  save  a  ho- 
tel 15%  on  fire  insurance  premiums 
and  power  bills. 

Roadway  Revival 

A  1.4-mile  stretch  of  rural  highway 
in  northwestern  Iowa  may  be  the 
prototype  for  a  change  in  highway- 
repair  technique.  The  Iowa  Depart- 
ment of  Transportation  plans  this 
spring  to  renovate  experimentally  a 
highway  surface  by  recycling  the  con- 
crete already  in  place.  At  the  site,  the 
old  concrete  will  be  crushed,  mixed 
with  sand  and  new  cement  and  reset. 
According  to  department  laboratories, 
concrete  so  recycled  is  as  strong  as 
the  original,  fully  applicable  even  to 
construction  of  bridges.  Because  of 
significandy  cut  transportation  costs 
(much  of  the  raw  material  is  literally 
on  site  and  there  is  no  waste  mat- 
ter to  haul)  a  department  engineer 
calculates  a  15%  saving  in  total  road- 
repair  expense.  And  the  process 
should  be  especially  attractive  appli- 
cation to  urban  areas:  If  ever  the  in- 
ner cities  had  an  inexhaustible  re- 
source, it  is  old  concrete. 

You  Are  What  You  Use 

It  will  probably  come  as  no  sur- 
prise to  anyone  that  heavy  coffee 
drinkers  are  heavy  smokers.  But  what 
about  the  fact  that  heavy  diet-mar- 
garine users  tend  to  use  more  cello- 
phane tape  than  the  average  person? 
Or  that  women  who  backpack  are 
heavy  users  of  hair  conditioners? 
These,  and  more  than  20,000  other 
fascinating   correlatives   between   life 


style  and  product  use,  are  available 
from  a  New  Hampshire  research  firm 
that  cross-indexes  for  advertisers 
heavy  users  of  certain  products  and 
services  against  200  "life  style  attri- 
butes." For  $90,  buyers  can  receive 
the  full  235  product  categories,  al- 
though no  reasons  are  offered  as  to 
why,  for  example,  people  who  roller- 
skate  chew  more  gum. 

Lightwave  Communications 

Pulsing  laser  beams  may  soon  be 
used  to  transmit  telephone  calls  over 
hair-like  glass  fibers  bimdled  in  cable 
form.  Early  this  year  Bell  Labs  will 
begin  active  testing  of  an  experimen- 
tal lightwave  conmiunications  system 
at  its  Atianta  facility.  It  seems  that 
voice  sound  waves  can  easily  be  con- 
verted into  electrical  impulses,  then 
into  lightwaves  and  back  again.  The 
new  system  has  several  advantages 
over  the  old:  The  100-plus  fiber  ca- 
ble has  greater  message  carrying  ca- 
pacity, uses  less  electrical  power  and 
may  be  cheaper  on  a  mass-produced 
basis  than  traditional  copper  cable. 
The  miniature  lasers  or  diodes  (it  is 
possible  to  use  either)  are  durable 
and  are  no  bigger  than  grains  of  salt. 
The  first  use  of  the  new  system  will 
be  for  main  trunk  lines  between  tele- 
phone switching  centers  in  cities. 

{Continued  on  page  75) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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The  need: 

One  of  a  kind  fire  protection  systems  for 

of  f  siiore  oii  rigs  in  tlie  Nortli  Sea.       „ 


Tiie  Kidde  response: 

The  most  sophisticated  fire  and  expiosion 

suppression  system  in  tiie  worid. 


The  great  challenge  of  our  times  is  in 
finding  new  supplies  of  energy.  And 
the  offshore  resources  of  the  North 
Sea  can  mean  millions  of  barrels  of 
oil  for  an  energy-starved  world. 

That's  why  the  fire  detection  and 
suppression  systems  on  the  North 
Sea  rigs  are  so  vital.  Why  they  must 
be  the  most  efficient  and  foolproof  in 
existence.  Because  that  oil  and  its 
energy  potential  are  irreplaceable. 

Kidde  custom-engineers  sys- 
tems for  those  ventures,  just  as  we 
design  specific  systems  for  every 
conceivable  protection  situation.  For 
LNG  (liquified  natural  gas),  petro- 
leum, petrochemical,  nuclear  and 


electrical  energy  installations.  And  it 
is  that  unique  expertise  that  has 
made  Kidde  the  leader  in  fire  and 
explosion  protection  and  suppression 
throughout  the  world. 

Kidde  remains  the  world  leader 
in  fire  protection  by  responding  to 
the  needs  of  tomorrow  today.  That 
kind  of  response  is  the  reason  sales 
by  Kidde  Fire  Protection  Divisions 
are  well  ahead  of  last  year. 

To  learn  just  how  Kidde  re- 
sponded to  all  of  its  customers'needs, 
write  for  our  Annual  Report.  Walter 
Kidde  &  Company,  9  Brighton  Road. 
Clifton,  New  Jersey  07012. 


AHJUinS  NEW  POCie  PAlOe  CHANGINq 
M  LOOK  OF  nS  DOIMniWVN  LATDSIM 


"Atlanta  has  succeeded  in  buck- 
ing the  trends  in  other  cities  in  its 
use  of  urban  space"  says  Mayor 
Maynard  Jackson.  "Take  the  area 
where  I'm  standing  now.  A  ver\' 
generous  Atlantan  donated  $9  mil- 
lion to  acquire  this  land  to  build  a 
park.  So  now  we've  added  grass, 
trees,  fountains  and  a  beautiful 
view  of  open  space  in  the  heart  of 
the  City's  financial  district.  And 
Central  City  Park  is  just  one  ex- 
ample of  the  growing  number  of 
pocket  parks  that  dot  Atlanta!' 

Projects  like  the  pocket  parks 
are  part  of  the  City's  remarkable 
amenities  that  are  keeping  Atlan- 
ta's current  development  moving 

a  rate  that  more  than  doubles 


our  record  pace  of  the  1960's.  In 
fact,  while  many  cities  find  them- 
selves facing  economic  chaos,  At- 
lantans  are  showing  their  confi- 
dence in  the  future  with  more  than 
$1.5  billion  in  private  downtovvTi 
development  already  under  con- 
struction or  firmly  committed. 

It's  this  kind  of  firm  commit- 
rrent  that  continues  to  make  At- 
lanta one  of  the  unique  cities  in 
the  world. 

For  more  information  about  At- 
lanta, write  to  J.H.  Wilkerson,  Di- 
rector of  Economic  Development 
and  Research,  Atlanta  Chamber 
of  Commerce,   i354  Commerce 
Bldg.,  Atlanta,  Georgia  30303, 
phone  (404)  521-0845. 


People  Shaping  a  City. 


IT'LL  COST  YOU  NOTHING  TO  READ  IT. 


IT  COULD  COST  YOU  PLENTY  NOT  TO. 
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Although  our  new  booklet  costs  you  nothing,  it  could 
prove  of  enormous  value  to  your  company. 

Because  it  introduces  some  completely  new  thinking 
about  auto  fleet  leasing.  It  sets  forth  a  new  approach 
to  the'handling  of  ordering,  billing,  delivery, 
licensing,  registration,  used  car  disposal. 

If  you're  not  presently  leasing,  you'll  get  a  fresh 
insight  into  why  you  should  be.  If  you  are  leasing, 
you'll  be  able  to  evaluate  the  service  you're  getting. 
And  not  getting. 

Our  booklet  is  brief  and  concise.  But  the  principles 
in  it  could  save  your  company  many  thousands  of 
dollars,  for  many  years  to  come. 

Use  the  coupon  to  send  for  your  copy.  Our  booklet 
costs  nothing,  but  you'll  find  it's  worth  quite  a  lot. 

WHEELStne. 

6200  N.  Western  Ave..  Chicago,  Illinois  60659 

Leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  37  years. 

Serving  over  500  of  America's  leading  corporations. 


WHEELS  inc.  and  associated  companies 

6200  N.  Western  Ave.,  Chicago,  III.  60659  Oept.  F-26 

I'm  interested  In  finding  out  exactly  how  much 
money  and  time  my  company  could  save 
through  fleet  leasing.  Please  send  me  your 
Computer  Brochure. 

We  operate Cars  Trucks 

D  Leased       n  Co.  Owned       □  Salesmen  Owned 

NAME 
fiTLE 


COMPANY 


ADDRESS 
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Readers  Say 


On  Oil . . . 

Sir:  Re  your  oil  cover  story  (Jan. 
15).  The  actions  of  this  Congress  are 
simply  inexplicable.  We  face  an  ener- 
gy shortage,  so  they  roll  back  oil 
prices.  This  will  increase  oil  usage 
and  not  do  a  blessed  thing  to  in- 
crease production.  As  a  result  we  will 
become  even  more  dependent  on  the 
Arabs.   Now  they  want  to  break  up 


the  giant  oil  companies  to  punish 
them  for  higher  prices.  Yet  the  in- 
eflBciencies  created  by  this  will  prob- 
ably mean  even  higher  prices. 

—Karen  Smith 
Houston,  Tex. 

Sir:  The  continuation  of  the  cur- 
rent congressional  attitude  will  result 
in  oil  company  shares  having  the 
same  attraction  to  investors  as  the 
nonmaturing  British  Consols.  <r 

—George  T.  Condo 
Knoxville,  Tenn. 
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They 

doiftiiiabe 

one-sided 
paper. 

Why  are  yea 
still  makiiig 
one-sided  copies? 
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Facts  are  facts.  No  one  has 
perfected  one-sided  paper.  So, 
if  you  continue  to  copy  on  just 
one  side,  half  your  investment 
in  costly  paper  is  wasted. 

And  it's  needless  waste,  be- 
cause Addressograph  Multi- 
graph  has  perfected  two-sided 
copying— wiYA  the  only  high- 
volume  copymaker  that 
prints  on  both  sides  in  one 
quick  pass. 

Not  only  will  the  AM  4875 
"Both  Sides  Now"  Copymaker 
save  you  50%  on  paper,  but 
50%  on  machine  and  operator 


time  as  well.  Plus  substantial 
filing  and  postage  expense. 

So  if  your  organization  copies 
very  many  multi-page  docu- 
ments, AM  two-sided  copying 
can  be  your  answer  to  still- 
rising  labor  and  material  costs. 

It's  time  to  see  for  yourself. 
Call  your  local  Multigraphics 
Sales  Office  to  arrange  a  dem- 
onstration. Or  write  Dept.  M, 
1800  W.  Central  Road, 
Mt.  prospect,  Illinois  60056. 

We  make  you  look  better  on  paper. 

A 

PgJI  ADDRESSOGRAPH  MULTIGRAPH 

12^^  MULTIGRAPHICS  DIVISION 


. . .  And  Coal 

Sir:  Re  your  article  on  coal  {Dec. 
15).  As  the  high-sulfur  mines  in  Ap- 
palachia  (which  represent  40%  of 
production)  are  being  forced  to  close 
down  because  they  have  been  de- 
prived of  their  market  by  environ- 
mentalists, the  eastern  part  of  our 
country,  in  case  of  an  oil  embargo, 
may  well  find  itself  without  coal  or 
oil,  as  there  are  not  enough  railroad 
cars  to  bring  coal  in  quantity  from 
the  Midwest  and  West. 

—J. P.  ROUTH 

Chairman, 

The  Pittston  Co. 

New  York,  N.Y. 

Sir:  The  chemical  industry  can 
empathize  with  the  coal  industry  and 
the  manner  in  which  the  Clean  Air 
Act  has  trapped  it  between  the  eco- 
nomic and  environmental  concerns 
without  providing  for  adjudication  of 
these  opposing  forces.  The  Federal 
Water  Pollution  Act  is  also  dangerous- 
ly flawed.  Congress  has  imposed  im- 
practical restrictions,  especially  in  set- 
ting arbitrary  deadlines  for  perfor- 
mance. Industry  will  probably  ha\e 
the  1977  water  quality  technology  in 
place  under  the  timing  dictated  by 
law.  However,  the  1983  deadlines 
look  more  and  more  like  economic 
nonsense  since  they  are  not  keyed  in 
any  way  to  a  cost-benefit  analysis  that 
would  examine  the  true  outlay  re- 
quired of  the  American  public. 

—John  W.  Hanley 

Chairman  and  President, 

Monsanto  Co. 

St.  Louis,  Mo. 

Sir:  ...  an  excellently  slanted  arti- 
cle on  our  coal  resources.  Forward 
this  contribution  to  the  Sierra  Club. 

— H.  Havercamp 
Portland,  Ore. 

Digital  Growing 

Sir:  In  "The  Long  Hairs  vs.  The 
Stufl^ed  Shirts"  (Jan.  15),  you  imply 
that  Digital  Equipment  is  a  fat  cat 
run  by  overweight  people  who  have 
superb  offices  and  built-in  stereo  sys-. 
tems.  The  fact  is  that  Digital  has 
grown  substantially  over  the  years. 
You  also  insult  Kenneth  Olsen,  a  man 
who  has  pioneered  the  field  of  mini- 
computers in  the  16  years  he  has  been 
head  of  Digital  Equipment. 

— J.D.  Hk;c;ins 

District  Sales  Manager, 

Computation  Market, 

Digital  Equipment  Coq). 

Sunnyvale,  Calif. 

Professional  Precision 

Sir:  Re  your  "Faces"  article  on  nic 

and   the   First   Chicago   Corp.    (Drr. 

{Continued  on  pour  76") 
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Chase 
solves. 

Unsurpassed  help  in  minimizing  foreign  exchange  problems. 


$50  million.  $30  million.  $9  million.  Foreign  ex- 
change losses  come  in  box-car  figures  these  days. 

Enough  to  wipe  out  ail  of  your  domestic  profits. 
And  then  some. 

Chase  offers  a  solution.  With  advice  on  how  to 
deal  with  latest  accounting  standards.  With  recom- 
mendations on  hedging  strategy.  With  implemen- 
tation of  corporate  currency  trading  programs. 


By  experts,  most  of  whom  gained  their  knowledge 
and  experience  right  on  the  trading  desk. 

Take  advantage  of  Chase's  position  as  one  of 
the  world's  major  foreign  exchange  dealers.  For 
skilled  assistance,  call  our  foreign  exchange  spe- 
cialists direct  at  [212]  552-7721.  Or  contact  your 
Chase  relationship  manager.  Today. 

Give  your  company  The  Chase  Advantage.  I 


MEMBER   FDIC 


CH*SE   MANHATTAN    BANK,   N.A.    1975 
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J Siiynd  Jest;hg  a  new  Clark 

tr^^frtisisJdn-The  full  reversing 

s>^Tf8^^$erie5  offers  powershift 

capability  far  vehicles  in  the 

50-100  hp  class!  manufacturers  of 

construction,  agricultural  and 

industrial  vehicles  worldwide  use 

Clark  transmissions  and  axles. 
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Clark  truck  crane  lays  oil  pipeline. 
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anon 

Smmm 


Cjark  scrapers^ 


road  through  swampland. 


Clark  Tri-Loader  attachment  rotates  180'  in  narrow  aisles 


done 


You  can  count  on  it.  Because  the  equipment 

is  good  to  begin  with.  And  because  your 

Clark  dealer  knows  how  to  keep  it  that  way. 

When  you're  under  pressure  to  get  a 

job  done,  that's  good  to  know. 

Clark  Equipment  Company 

Buchanan,  Michigan  49107 
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THE  SILVER  MARTINI. 
FOR  PEOPLE  WHO  WANTASILVErl  LINING  WITHOUT  THE  CLOUD 


SMIRNOFF  SILVER.  NINETY  POINT  FOUR  PROOF.         RNOFF  LEAVES  YOU;fREATHLESS® 


SMIRNOFF  SILVER*  VODKA  90  ■!  PRO': 


^ 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WORKING  20  YEARS  AND   GETTING  A  FREE   RIDE  FOR  50  YEARS 


just  ain't  possible.  There  isn't  enough  money  in  the  kitty 
and  it's  high  time,  past  time,  we  realized  that  such  a 
pattern  cannot  be  followed. 

Our  life  span  these  days  is  too  long— threescore  and  ten 
adds  up  to  70. 

For  most  of  our  first  15  or  more  years,  we're  supported 


by  father  and  often  mother.  Then,  after  working  20  to 
25  years  for  a  city  or  state  or  federal  bureaucracy,  we 
should  be  able  to  retire  at  over  half  of  our  highest  pay? 
And  expect  to  spend  the  remaining  30  or  so  years  as 
freeloaders? 
No  way. 


Capitol  Hill  wasn't  wrong  in  blowing  the  whistle  on 
escalating  U.S.-money-&-gun  involvement  in  Angola.  If, 
as  alleged,  our  aid  to  "our"  side  precipitated  stepped-up 
Russian  help  for  "its"  side,  that  was  a  remarkably  stupid 
thing  to  do.  And  Cuba  seems  to  bew  paying  pounds  of 
Cuban  flesh  in  support  of  Russia's  sizable  monetary  bid 
over  the  years,  with  7,000  Cuban  mercenaries  bleeding  Red. 

The  Russians  have  consistently,  invariably  engendered 
genuine  hatred  in  those  governments  and  people  they  have 
spent  most  in  supporting.  Their  frequently  displayed  rude, 


ANGOLA 

crude  disdain  for  blacks  insures  that  whichever  side  gets 
to  be  the  government,  it  will  soon  oust  the  Russians  or 
be  ousted  itself. 

It's  about  time  we  learned  that  often  the  best  counter 
to  a  Russian  move  to  influence  and  infiltrate  another  coun- 
try by  means  of  money,  military  hardware  and  techni- 
cians is  not  overtly  to  counter  them  at  all,  not  to  out- 
bid, outspend  or  out-aid  them. 

They  get  themselves  kicked  out  more  certainly  and 
more  often  than  we've  been  able  to  kick  them  out. 


CAN'T  ANYBODY  BLOW  THE  WHISTLE? 


Federal  regulators— an  estimated  63,000  of  them  are 
paid  $2  ^billion  in  salaries  and  expenses  every  year— are 
running  amuck. 

Charles  Pilliod  Jr.,  effective  chief  exec  of  Goodyear, 
wrote  the  congressmen  and  senators  in  the  25  states 
where  his  company  has  factories  that  in  1974  Goodyear 
spent  over  $30  million  complying  with  government  regu- 
lations—the equivalent  of  salaries  of  3,400  factory  workers. 

New  Hampshire's  Senator  James  Mclntyre  (Dem.)  fig- 
ures 10  billion  pieces  of  paper  covered  with  required 
business  reports  are  shuffled  by  Fed  employees  annually 
at  a  cost  of  $18  billion  to  U.S.  businesses.  One  congress- 
man has  tabulated  that  67  federal  agencies  in   1974  is- 


sued 7,496  entirely  new  or  changed  regulations— often 
contradictory  to  one  another.  These  examples  of  attempt- 
ing to  comply  with  certain  aspects  of  the  Occupational 
Safety  Health  Act  are  cited  in  U.S.  News  <b  World  Report: 

"One  company  was  required  by  terms  of  a  defense 
contract  to  lock  exit  doors  for  security  reasons.  It  was 
ruled  that  this  practice  violated  fire-safety  requirements 
—and  a  fine  was  imposed  by  the  agency. 

"Regulations  stipulated  a  shorter  turning  radius  for 
some  fork  Hfts.  Wheelbases  were  shortened  to  com- 
ply, with  the  result  that  the  vehicles  became  dangerous- 
ly unstable, 

"Many  businessmen   replaced  round  toilet   seats   wath 
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OIK'S  shaped  like  horseshoes, 
before  it  was  decided  to 
rescind  a  special  toilet-seat 
rule. 

"Companies  have  been  or- 
dered to  take  down  guard- 
rails 41  or  43  inches  high 
and  replace  them  with  rails 
exactly  42  inches  high." 

Everyone  with  an  ounce  of 
sense— surely  there  must  be 
a  majority  in  the  Senate  and 
House  with  that  much?— can 
see  that  something  must  be 
done  if  the  country,  its  econ- 
omy and  its  citizenry  are  not  to 
regulations. 

Virginia  Congressman  William 


i80*IIEAR  VIEW  MMUaOfi 
HEAD  UOwrS 


GOGCLES   ro  iNSUSE 
HORSES  COOQ  VISION 


GRAB-RAIL    — 


introduced  a  bill  that  would 
permit  either  house  of  Con- 
gress to  disapprove  rules  that 
federal  agencies  propose  and 
to  require  public  participa- 
tion in  the  drafting  of  such 
rules.  The  measure  would 
gi\'e  Congress  30  days  to 
strike  pro\isions  and  agency 
rules  and  regulations  that  it 
feels  do  not  conform  to  legis- 
lators' intent  (Fact  6-  Com- 
ment, Dec.  1,  1975). 

Compared  with  the  birth- 
j.  N.  Devin,  "National  Safety  News"  rate  of  government  agency 
edicts,  rabbits  are  sluggards  at  multiplying. 

We   sorely   need   a   Pill   or   a   Bill   to   control   Regula- 
Whitehurst   (Rep.)   has       tion  Proliferation. 


STEEL  TOeO  STIRRUPS 


4  WHEELS 
rOKEEP  HORSE 
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S*iO  SPARK  SUPPRESSORS 


Cowboy  after  O.S.H.A. 


smother  in  reports  and 


LAS  VEGAS   IS   EVEN  MORE   BREATHTAKING 


(and  as  fully  money-taking)   than  it's  cracked  up  to  be. 

Prior  to  a  recent  48-hour  stopover,  my  only  visit  to  that 
town  had  been  40  years  ago.  In  the  summer  of  1938  a 
college  roommate  and  I  pooled  our  resources  to  buy,  for 
$300,  a  used  Packard  120  convertible  and  set  out  to  see 
America.  A  motor  that  overheated  if  we  went  over  40,  and 
a  leaking  radiator  that  no  amount  of  oatmeal  and  tapioca 
could  cure,  exposed  us  longer  to  passing  scenes  and  scenery 
than  might  otherwise  have  been  the  case. 

Reno  was  then  the  big  deal  in  Nevada  and  the  nation 
—more  as  a  mecca  for  divorces  and  divorcees  than  fo; 
gambling.  Las  Vegas  was  a  relative  cow  town.  If  you 
blinked  your  eyes  you  missed  The  Strip  entirely. 

To  coin  a  phrase— my,  how  things  have  changed. 

The  MOM  Grand  Hotel  is  more  grand  than  the  most 
imaginative  and  extravagant  Cecil  B.  De  Mille  set  ever 
was.  In  terms  of  "Take,"  it's  a  bigger  ongoing  Hit  than  any 
that  ever  emerged  from  Hollywood.  In  the  center  of  the 
vast  lobby,  countless  slot  machines,  innumerable  blackjack 
tables,  crap  shooting  arenas  and  roulette  spreads  occupy 


more  space  than  a  football  field.  Off  to  one  side  is  a  keno 
theatre  seating  tens  of  players.  Myriads  of  opulent  bars, 
entertainers    and   varied   restaurants    abound    all    around. 

The  vast  Hilton  is  similar,  and  the  half-dozen  other 
famed  big  casinos,  though  their  gildedness  is  now  com- 
paratively less,  remain  monuments  to  California-Texas 
Rococo  Surpassed. 

If  you  haven't  been,  you  gotta  go. 
«      *      # 

Nostalgia  note:  We  saw  Elvis— you  remember  the  orig- 
inal Pelvis.  It  takes  a  wide  and  bedazzling  big  belt  to 
hold  in  his  expansion,  and  the  famed  face  is  far  fuller. 
But  the  voice  and  gyrating  technique  still  had  the  young 
and  not-so -young  ladies  screaming  and  reaching,  crying 
and  clawing  for  a  piece  of  the  Original  Rocker. 

Personal  note:  Having  paid  for  a  suite  whose  sitting 
room  was  the  size  of  any  normal  hotel  lobby,  there  was 
almost  naught  left  to  gamble  with.  But  an  investment  of 
less  than  $25  in  the  nickel-to-dollar  one-armed  bandits 
brought  a  jingle-jangling  return  of  47  bucks. 


For  40  of  her  73  years  of  life,  the  late  Emma  Wein- 
stein  Stock  labored  at  Forbes  with  enthusiasm,  love  and 
effectiveness.  From  1927  until  retirement  in  1967,  she  con- 
tributed much  to  sales  promotion,  research  and  advertising 
sales,  eventually  became  codirector  of  advertising  and  di- 
rector of  communications. 

She  was  cited  as  "the  first  to  promote  the  idea  that 
advertising  can  establish  a  corporate  image  to  sell  not  only 

PRETENSE 


GOOD  LADY  GONE 

the  company  but  its  products"  by  the  Republican  Women 
in  Industry  and  Professions,  and  received  the  Printer  s  Ink 
silver  medal  for  a  lifetime  of  advertising  achic\ement. 
Three  times  she  was  elected  to  serve  on  the  Cornell  Uni- 
versity Council,  and  twice  was  named  Advertising  Woman 
of  the  Year  by  the  Advertising  Federation  of  America. 
Her  totally  kind  heart  and  great  abilities  were  recognized 
in  her  life  here,  as  surely  as  they  will  be  where  she  now  is. 


invariably  impresses  only  the  pretenders. 
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MORE   OFTEN  THAN  NOT 

things  and  people  are  as  they  appear. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Bust  Whose  Bigness? 

.  .  .  The  Justice  Department  has 
periodically  studied  an  antitrust  suit 
against  GM,  but  it  has  never  gone 
to  court. 

Even  that  apparently  doesn't  daunt 
Mr.  Murphy,  the  GM  chairman. 
"We  do  compete  aggressively,  but 
the  American  public  decides  where 
the  business  goes.  And  we  obey 
the  law  in  every  respect,"  he  says. 
"If  bigness  alone  is  bad,  maybe 
we  should  begin  dismanding  the 
Government." 

—by  Terry  P.  Brown, 
Wall  Street  Journal. 

Sleeper-Proof 

Wnhen  L.R.  Smith,  chairman  of 
the  A.O.  Smith  Gorp.  of  Milwaukee, 
was  showing  one  of  his  executives 
through  the  now  famous  automatic 
frame  plant,  they  stopped  on  the 
ground  floor  where  he  wanted  to 
show  the  rivets  in  the  hoppers  and 
how  they  were  shot  up  by  compressed 
air,  through  tubes,  to  the  "naihng 
machine"  on  the  next  floor.  They 
found  the  man  whose  duty  it  was 
to  oversee  this  part  of  the  machine 
sound  asleep.  He  jumped  up  and, 
in  an  agitated  manner  when  he  saw 
it  was  the  boss,  pretended  to  do 
something. 

Mr.  Smith  turned  to  an  associate 
and  said:  "You  know,  Mr.  Ross,  this 
has  happened  once  before,  and  I  wish 


this  man  would  continue  his  nap  when 
I  take  visitors  through,  because  this  is 
supposed  to  be  an  automatic  machine 
and  the  very  fact  that  a  man  can 
sleep  on  his  job  is  in  itself  a  better 
proof  than  anything  else  that  the  ma- 
chine really  is  automatic." 

—E.G.  Forbes, 
Little  Bits  about  Big  Men  ( 1940) . 

Black  Director's  Black  Quips 

Melvin  Van  Peebles,  extraordi- 
narily successful  black  pro- 
ducer, answering  college  stu- 
dents questions: 

"Where  do  you  live,  Mr.  Van 
Peebles?" 

"Well,  last  night .  .  ." 
"Was  it  your  original  intent  to  be- 
come a  playwright?" 

"No.  I  failed  as  a  post-office  clerk." 
"What  do  you  think  of  the  critics?" 
"Those   people   who   love   me   and 
agree  with  me  are  very  bright.  The 
other  people  don't  know  nothing." 

Mr.  Van  Peebles  demonstrated  his 
singing  with  a  rendition  of  "It  Just 
Don't  Make  No  Sense  How  My  Goms 
Are  Hurting  Me." 

"Oh  Lord,  save  us  from  white  Ub- 
erals— which  ain't  nothing  but  slow 
bigots,"  he  crooned. 

"If  I'm  standing,  I'm  loitering;  if 
I'm  running,  I  been  looting;  if  I'm 
walking,  I'm  escaping. 

"If  I  wash,  I'm  a  pimp;  if  I  don't, 
I'm  a  bum." 


The  audience  roared  with  approv- 
al. But  Mr.  Van  Peebles  refused  to 
give  out  autographs. 

"I'm  nobody  special,"  he  said.  "If  I 
stand  outside,  hell,  I  can't  get  a  cab 
either." 

—New  York  Times. 

Provocative  Pay  Point 

I  don't  believe  that  janitors  should 
be  paid  more  than  judges,  but  I  think 
the  gap  between  them  is  too  great 
now.  If  work  is  interesting  and  chal- 
lenging, people  should  be  paid  less. 
Those  are  the  people  who  get  their 
psychic  rewards:  Their  lives  are  bet- 
ter because  they  have  the  privilege 
of  interesting  work.  .  .  .  I'm  trying  to 
put  things  like  this  in  the  pubhc  do- 
main. I  want  these  ideas  discussed. 
Let  people  react.  See  what  happens. 


Why  are  administrators  paid  more 
than  teachers  if  the  business  of 
schools  is  teaching? 

—Jerry  Brown,  Galifornia  Governor, 
interviewed  by  Richard  Reeves. 

Pornographic  Arch? 

As  goofy-good  Harvey  Roesler  of 
Sunbums  puts  it,  "Waiting  in  line  at 
McDonald's  is  like  going  to  a  porno 
movie.  You  hope  you  don't  run  into 
anyone  you  know." 

—Tom  Horton, 
The  Honolulu  Advertiser. 


SU^PERY  FOR   SOCIAL   SECURITY 

by  M.S.  Forbes  Jr. 


President  Ford  has  proposed  in- 
creasing Social  Security  taxes  to 
cover  the  costs  of  soaring  benefits. 
This  higher  tax  is  a  mere  Band- 
Aid.  The  system  needs  major  sur- 
gery, as  the  President  well  knows. 

The  system's  current  formulas 
for  determining  benefits  are  simply 
unsupportable  over  the  long  run. 
Workers  and  employers  will  have 
to  pay  an  increasingly  greater  part 
of  their  salaries  and  payrolls  to 
keep  the  system  from  running  out 
of  money.  Today  a  person  making 
$15,000  a  year  pays  $877.50  in 
Social  Security  taxes.  In  25  years 
that  bill  could  reach  over  $2,000. 
The  system  has,  according  to  ac- 
tuaries, a  deficit  of  over  $1  trillion. 

A  major  reason  for  this  state  of 
afi^airs  is  a  1972  congressional  de- 
cision to  tie  benefits  to  the  Gon- 
sumer  Price  Index  and  to  increases 
in  wages.  Not  only  would  current 


retirees  receive  more  money,  but 
future  benefits  for  those  now  work- 
ing would  grow  as  well. 

For  instance,  a  single  65-year- 
old  man  who  has  an  average  salary 
of  $7,800,  could  retire  today  and 
receive  $367.50  per  month.  Forty 
years  from  now  a  man  earning 
$7,800  could  retire  at  over  $7,800 
a  year. 

Grazy?  Of  course  it  is,  and  of 
course  Gongress  made  no  provision 
for  adequate  funding.  It's  always 
easier  to  promise  than  to  pay. 

President  Ford,  should  he  sur- 
vive the  campaign,  will  probably 
propose  next  year  that  the  level  of 
future  benefits  for  current  workers 
not  be  tied  to  the  GPI,  though 
those  actually  receiving  Social  Se- 
curity would  still  have  their  checks 
reflect  the  growth  in  the  index. 
Thus  our  hypothetical  retiree  would 
still  get  only  $367.50  per  month,  but 


after  he  retired,  his  checks  would 
rise  with  inflation. 

That  move  may  not  be  enough. 
Last  year  the  Social  Security  Advi- 
sory Gouncil  said  thought  should 
be  given  to  stretching  out— up  to 
three  years— the  ages  at  which  cer- 
tain benefits  become  available.  In 
the  next  century,  a  person  might 
have  to  wait  until  he  is  68  to  get 
what  his  father  will  get  at  age  65. 
That  idea  faces  stiff  competition. 

As  it  is  now  constituted.  Social 
Security  is  becoming  like  New  York 
Gity.  Politicians,  however,  will  be 
able  to  put  off  judgment  day  for 
several  years  more. 

The  upshot  could  be  that  today's 
younger  workers,  those  in  their  20s 
and  early  30s,  will  pay  an  unprec- 
edented portion  of  their  earnings 
into  Social  Security,  but  will  end 
up  with  fewer  real  benefits  than 
their  parents  or  grandparents. 
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Even  if  youVe  covered  for  catastrophes 
like  this...are  you  covered  for  all  the  busines: 
you'd  lose  not  operating?      ^ 
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Unfortunately,  many  companies  today  are  under-insured  for  property  damage.  But  even 
if  they  have  adequate  property  coverage,  they  tend  to  overlook  the  necessity  of  Business 
Interruption  Insurance.  Coverage  that  insures  you  for  the  business  you'd  lose  while  not 
operating,  often  a  greater  loss  than  the  property  damage  itself. 

As  one  of  the  world's  leading  insurance  brokers,  Alexander  &  Alexander  would  not  only 
make  sure  you  have  this  vital  coverage — we'd  do  a  lot  more.  m 

First,  we'd  go  through  your  company  very  carefully,  very  thoroughly.  We  may  ' 

recommend  important  loss  control  measures  that  could  make  your  company  a  safer  risk  and, 
quite  possibly,  reduce  your  premiums.  At  the  same  time,  we'd  be  helping  to  prevent  a 
catastrophe  from  ever  happening  in  the  first  place. 

If  your  insurance  broker  isn't  helping  you  stay  in  business,  maybe  you've  outgrown  him. 
And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.Y.  10036. 


Alexander 
g^exander 
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Hold  That  Tantrum! 


The  startling  growth  of  nonunion  contracting  may  force  construction  unions 
to  swallow  President  Ford's  veto  of  their  prized  bill. 


This  spring  the  nation  could  be 
treated  to  the  spectacle  of  723,000 
grown  men  throwing  a  temper  tan- 
trum. That's  a  fair  way  to  describe 
the  threatened  retaliation  of  the  con- 
struction workers'  unions  to  President 
Ford's  recent  veto  of  the  so-called 
"common  situs"  picketing  bill.  The  re- 
taliation has  been  threatened  in  the 
form  of  even  more  inflationary  than 
usual  wage  demands  by  unions  whose 
members  already  earn  50?  an  hour 
more  than  U.S.  workers  as  a  group. 

And,  like  a  child's  tantrum,  these 
threatened  wild  wage  demands  may 
hurt  the  tantrum-thrower  more  than 
the  parents.  It  could  easily  further 
shrink  the  fast-shrinking  share  of 
union  labor  in  the  U.S.  construction 
industry. 

That  the  unions  badly  wanted  the 
bill  that  President  Ford  vetoed  is  cer- 
tain. The  common-sites  bill  was  de- 
signed to  circumvent  a  1951  Supreme 
Court  decision.  It  would  have  al- 
lowed a  single  union  local  with  a 
grievance  against  a  single  contractor 
or  subcontractor  to  shut  down  an  en- 
tire construction  job  by  picketing  the 
work  sites  of  all  other  workers.  Ford 
had  originally  promised  to  sign  the 
bill,  which  was  drawn  up  by  his  own 
Labor  Secretary,  John  Dunlop.  Dun- 
lop,  a  former  Harvard  professor  and 
registered  Democrat,  resigned  follow- 
ing the  veto,  warning  that  it  would 


turn  this  spring's  union  bargaining  in- 
to "unmitigated  hell." 

But  will  it?  The  veto  itself  has  cer- 
tainly not  left  the  building  trades  in- 
capable of  exerting  their  customary 
strong,  ofttimes  violent  pressure  {see 
picture  caption).  But  their  bargain- 
ing base  has  been  seriously  weakened 
in  other  ways.  Unemployment  is  high- 
er in  construction  than  in  any  other 
major  industry,  at  close  to  20%  nation- 
wide. More  important,  however,  are 
the  surprising  inroads  of  lower  cost 
nonunion  labor  in  construction. 

Over  Half 

The  fact  is,  between  50%  and  60% 
of  all  construction  in  the  U.S.  is  now 
done  by  nonunion  workers— and  the 
percentage  is  still  growing.  The  rea- 
sons are  plain  enough.  In  few  indus- 
tries has  inflation  left  a  deeper  mark 
than  construction,  with  costs  up  66% 
in  five  years.  So  it  is  no  wonder  that 
open-shop  builders,  with  wages  one- 
third  or  more  below  union-shop  lev- 
els and  no  restrictive  work  rules  to 
hamper  on-time  job  completions, 
have  been  winning  an  increasing 
share  of  contract  bids.  Even  as  they 
rattle  their  sabres,  construction  union 
Jeaders  know  that  they  could  wind 
up  slitting  their  own  throats  by  mak- 
ing excessive  additional  demands. 
The  often  vicious  racism  practiced  by 
construction  unions  against  black  and 


other  minority  group  labor  further 
weakens  their  cause. 

Of  course,  the  mitigating  effects  of 
the  nonunion  uptrend  will  depend  on 
the  location  and  the  type  of  construc- 
tion. Residential  building  is  the  least 
vulnerable  to  union  pressure,  while  in- 
dustrial construction  could  be  hurt 
more,  especially  in  the  big  cities. 

That  is  the  conclusion  of  a  recent 
study  by  two  professors,  Herbert  R. 
Northrup  of  the  University  of  Pennsyl- 
\'ania's  Wharton  School  and  Howard 
G.  Foster  of  the  State  University  of 
New  York  in  Buffalo,  whose  findings 
startled  e\en  union  leaders;  the  un- 
ions knew  open-shop  contracting  had 
made  big  gains,  but  they  didn't  real- 
ize how  big.  Nonunion  builders  now 
account  for  85%  of  all  residential 
work.  They  account  for  about  45%  of 
commercial  construction— stores,  ware- 
houses, oflBce  buildings,  hospitals  and 
the  like.  The  smallest  inroads  have 
been  made  in  industrial  construction 
—refineries,  mills,  power  plants— where 
the  nonunion  share  is  still  only  about 
25%.  This  is  mainly  because  a  ma- 
jority of  the  construction  outfits  large 
enough  to  do  such  work  are  still 
wedded  to  union  labor. 

Yet  open-shop  work  is  gaining  fast- 
est right  now  in  the  industrial  sector. 
The  big  break  came  a  few  years  ago 
when  du  Pont,  the  largest  chemical 
company,    opted    for    nonunion    con- 


Open  Violence.  After  burning  equipment  at  his  shopping 
center  site  in  nearby  Montgomery  County  in  1972,  union 
members  beat  up  open-shop  contractor  ).  Leon  Altemose 


in  broad  daylight  in  downtown  Philadelphia.  Union  men 
were  convicted  for  the  Montgomery  County  sabotage;  in 
Philadelphia,    a    union    town,    the    case   was   dismissed. 
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stiDttion.  Other  asset-heavy  compa-  jj 
nies  have  followed  suit,  especially  util-  g 
ities.  As  for  the  contractors  them- 
selves. Brown  &  Root,  Daniel  Interna- 
tional, II. B.  Zachry  and  J.  Ray  Mc- 
Dcrmott  (among  the  giants)  are  now 
nonunion.  Perhaps  the  fastest-grow- 
ing contractor  in  the  nation  is  Bir- 
mingham's BE&K  Inc.,  an  open-shop 
outfit  that  in  only  three  years'  time 
has  run  up  a  $350-million  contract 
backlog.  Says  Wharton's  Herbert 
Northrup:  "The  unions  have  priced 
themselves  out  of  the  market  with  ex- 
cessive work  rules,  wages  and  fringe 
benefits.  It's  as  simple  as  that." 

The  construction  unions  remain 
very  powerful  in  major  cities,  how- 
ever, where  they  frequently  enjo> 
close  ties  with  incumbent  political  or- 
ganizations. In  places  like  Philadel- 
phia, New  York,  Detroit  and  Chicago, 
the  building  trades  could  indeed  raise 
a  lot  of  hell  during  this  spring's  con- 
tract negotiations.  But  if  they  get 
away  with  excessive  wage  demands, 
they  will  only  be  driving  another  nail 
into  the  coffin  of  cities  that  are  already 
suffering  from  an  exodus  both  of  peo- 
ple and  of  businesses. 

More  and  more,  the  fastest  con- 
struction growth  is  not  in  the  big  cities, 
but  in  the  suburbs  and  in  the  here- 
tofore less  industrialized  areas  of  the 
South  and  West.  There,  and  in  New 
England  too,  away  from  the  centers 
of  union  power,  open-shop  contracting 
has  made  its  most  spectacular  strides. 
"There  is  no  question  but  what  our 
concentration  in  the  South  has  been 
crucial  to  our  rapid  growth,"  says 
BE&K's  Vice  President/ Construction 
Theodore  C.  Kennedy,  who  left  Litton 
Industries'  union-shop  Rust  Engineer- 
ing (since  sold  to  Wheelabrator-Frye) 
\vith  two  others  to  form  the  company 
in  1972. 

Even  in  the  big  cities,  some  con- 
struction unions  have  found  that  they 
cannot  ignore  the  open-shop  trend. 
Last  November  in  Dallas,  union  brick- 
layers agreed  to  a  30%  pay  cut  rather 
than  lose  scarce  jobs  to  nonunion 
workers.  In  Pittsburgh,  building  lo- 
cals, after  meeting  with  contractors 
and  their  customers,  recently  agreed 
to  reduce  133  restrictive  work  rules 
in  order  to  be  more  competitive  with 
open-shop  workers. 

The  common-sites  bill  would  have 
given  the  unions  a  powerful  weapon 
to  stall  the  open-shop  trend  by  pre- 
\'enting  nonunion  contractors  from 
working  on  the  same  site  with  union 
contractors.  This,  of  course,  would 
have  been  inflationary  for  building 
costs  and  would  have  cost  thousands 
of  minority  workers  their  jobs.  But  it 
didn't  happen,  and  the  construction 
workers'  temper  tantrum  may  involve 
more  bawling  than  actual  kicking.  ■ 
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Bedmates 


Colonial  Penn  Group  and  the  American 
Association  for  Retired  Persons  have  an  unusual 
relationship:  You  might  even  call  it  incestuous. 


Leonard  Davis's  Colonial  Penn 
Group  has  been  one  of  the  seven-day 
wonders  of  the  insurance  industrv".  Its 
revenues  have  been  climbing  at  the 
astounding  rate  of  33%  a  year,  edging 
close  to  the  $300-million  mark  in 
1975.  Its  earnings  ha\e  done  even 
better,  climbing  from  36  cents  a  share 
in  1969  to  $2.03  last  year. 

And  why  not?  Colonial  Penn  has 
l)een  tied  to  one  of  the  fastest-grow- 
ing markets  in  our  economy— elderly 
people.  It  sells  specially  tailored  med- 
ical, auto  and  life  insurance  policies 
to  people  over  55.  There  are  today  42 
million  people  over  55  in  the  U.S., 
an  age  group  that  accounts  for  88% 
of  Colonial  Penn's  business.  The  Bu- 
reau of  the  Census  projects  the  num- 
ber of  people  65  and  older  to  grow 
9.2%  by  1980.  No  wonder  the  com- 
pany has  been  a  stock  market  favorite! 

All  this  has  made  Davis,  52,  at  one 
time  a  Poughkeepsie,  N.Y.  insurance 
agent,  very,  very  rich.  He  and  his 
wife  own  19%  of  Colonial  Penn's 
shares,  which  had  a  recent  market 
value  of  $100  miUion.  Davis,  semi- 
retired   but   still   on   the   board,   has 


gi\en  millions  to  universities. 

But  Davis's  aflBuent,  philanthropic 
retirement  was  jarred  last  month.  The 
highly  respected  Consumer  Rcpoiis 
raised  some  very  serious  questions 
about  Colonial  Penn. 

The  questions  arise  because  of  Col- 
onial Penn's  very  close  ties  to  the  8- 
million-member  American  Association 
of  Retired  Persons  and  its  500,000- 
member  sister  group,  the  National  Re- 
tired Teachers  Association. 

It's  a  cozy  relationship.  In  fiscal 
1974,  the  latest  year  for  which  fig- 
ures have  been  mauiu  available.  Col- 
onial Penn  poured  $7.9  million  into 
the  associations'  cofi^ers,  a  large  part 
of  their  budgets.  Because  of  these— in 
efi^ect— subsidies,  the  associations  need 
charge  dues  of  only  $2  a  year.  In 
addition,  association  members  provide 
almost  all  of  its  business;  one  member 
in  four  buys  Colonial  services. 

Colonial  Penn  pays  the  associations 
an  amount  equal  to  about  5%  of  the 
premiums  paid  by  association  mem- 
bers; it  is  the  principal  advertiser  in 
association  publications— and  the  only 
insurance  company  permitted  to  ad- 


Provinces  In  Revolt 

The  12  regional  Federal  Reserve  banks 
are  chafing  at  Arthur  Burns's  bit. 


It's  happening  to  Harold  Wilson; 
Scodand  and  Wales  want  more  local 
rule.  In  Spain  the  Basques  and  Cata- 
lans want  autonomy,  in  France  the 
Corsicans  and  Bretons.  In  the  U.S. 
Ronald  Reagan  proposes  to  throw  a 
major  part  of  the  role  of  government 
back  to  the  states  and  localities. 
And  demands  for  autonomy  are  even 
happening  to  Arthur  Bums— as  if  he 
didn't  have  enough  to  worry  about 
with  Congress  and  the  economy. 

The  presidents  of  the  12  Federal 
Reserve  banks  are  quietly  but  insis- 
tently pushing  for  greater  decentral- 
ization of  power  within  the  Fed,  away 
from  its  chairman  and  governors  and 
to  the  individual  banks. 

The  argument  came  into  the  open  a 
few  months  ago  when  David  P.  East- 
bum,  president  of  the  Philadelphia 
Reserve  Bank,  testified  before  the  Sen- 
ate Banking,  Housing  &  Urban  Af- 
fairs   Committee.    "In   recent   years," 


Eastbum  said,  "there  has  been  a  ten- 
dency toward  more  centralization  of 
decision-making  in  the  Fed.  We  are  . .  . 
studying  ways  to  balance  the  gains  of 
central  coordination  and  the  advan- 
tages of  decentralized  decision-mak- 
ing." Speaking  before  a  private  meet- 
ing of  businessmen  in  New  York, 
Paul  Volcker,  president  of  the  pow- 
erful New  York  Fed,  recently  said 
much  the  same  thing. 

Essentially,  the  12  banks  want  to 
be  consulted  more  on  many  major  is- 
sues, such  as  progress  toward  a 
checkless  society  and  bank  expan- 
sion. They  feel  that  they  have  lost 
too  much  power  to  the  governors  in 
recent  years.  The  bank  presidents,  for 
example,  were  mifi^ed  when  they  were 
not  consulted  about  the  Treasury  De- 
partment's decision  to  issue  $2  bills. 
They  were  simply  notified  by  Gover- 
nor Philip  E.  Coldwell. 

The  Federal  Rescrs-e  Act  of  1913 
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Davis  of  Colonial  Penn 

vertise.  Coloilial  Penn  also  pays  a 
bounty  to  the  associations  on  travel 
sold  to  members  by  its  ajffiliated  travel 
agency.  For  a  fee,  Colonial  Penn 
keeps  the  associations'  valuable  mem- 
bership lists  in  a  computer  at  the 
company's  Philadelphia  headquarters. 
Colonial  Penn  and  the  two  not-for- 
profit  associations  have  grown  in  tan- 
dem, both  from  tiny  beginnings.  The 
story  starts  in  the  mid-Fifties.  The 
founder  of  the  two  associations  was 
the  late  Ethel  Percy  Andrus,  a  for- 
mer high  school  principal.  Andrus  met 
Davis,  then  an  insurance  broker,  and 


Davis  persuaded  what  is  now  CNA 
Financial  Corp.  to  write  a  group 
health  policy  for  retired  teachers. 
Andrus  went  on  to  form  the  AARP, 
and  Davis  got  its  business,  too.  In 
1963  he  started  his  own  insurance 
company  to  handle  the  two  accounts, 
and  ended  with  exclusive  contracts 
to  sell  group  health  insurance  to  the 
memberships.  In  addition,  the  com- 
pany moved  into  life  and  auto  insur- 
ance, as  well  as  package  tours  and 
temporary  employment  services. 

The  rival  National  Council  of  Se- 
nior Citizens  also  sells  insurance  to 
its  members.  But  according  to  them, 
insurance  companies  must  bid  for  the 
group  policies  periodically.  The  Col- 
onial Penn-AARP-NRTA  tieup  has  ex- 
isted—unbroken—for 20  years.  There  is 
no  competitive  bidding.  Harriet  Mil- 
ler, acting  director  of  both  associa- 
tions, has  a  feeble  rejoinder:  "It's  not 
exclusive;  it's  just  that  nobody  else  is 
approved  by  our  board." 

Leonard  Davis  is  outraged  at  any 
suggestion  that  the  relationship  is 
rigged.  Says  Davis:  "The  contracts  be- 
tween the  associations  and  Colonial 
Penn  are  public  information  .  .  .  we're 
not  hiding  them."  Maybe  so,  but  it's 
questionable  whether  most  associa- 
tion members  realize  how  extensive 
and  how  profitable  the  arrangements 
are  for  Colonial  Penn. 

Davis  and  Colonial  Penn's  chief  ex- 
ecutive ofiBcer,  John  J.  MacWilliams 
Jr.,     challenge     Consumer     Reports' 


comparative  cost  figures.  According  to 
Consumer  Reports,  you  have  to  buy 
separate  policies  for  each  type  of  cov- 
erage—in-hospital  insurance,  outpa- 
tient coverage  or  nursing  home  pro- 
tection. "There  is  no  such  thing  as 
an  extension  of  the  basic  coverage  at 
a  modest  additional  cost."  MacWil- 
liams claims  in  response:  "Whether 
additional  coverage  is  provided 
through  'a  rider'  or  a  separate  policy 
is  purely  a  matter  of  mechanics,  not 
substance." 

In  a  paper  designed  to  answer  Con- 
sumer's charges.  Colonial  Penn  says: 
"Our  extraordinary  success  in  this 
field  can  only  be  attributable  to  the 
soundness  of  our  plan  design  ..."  But 
this  leaves  unanswered  the  ethical 
question:  Did  all  of  those  2.5  million 
policyholders  really  have  a  fair  chance 
to  comparison  shop?  Or  were  they 
lulled  into  buying  Colonial  Penn's  in- 
surance policies  by  the  real  and  im- 
plied endorsement  of  a  supposedly  im- 
partial organization? 

For  a  long  time  investors  were  per- 
suaded that  Colonial  Penn  was  dif- 
ferent: Hence  at  its  1973  high  it 
sold  at  a  price/ earnings  ratio  of  30, 
more  than  double  that  of  the  life  and 
health  insurance  industry  as  a  whole. 
Today,  with  a  P/E  of  12,  it  still  sells 
at  a  50%  higher  premium  than  most 
companies  in  the  industry.  Colonial 
Penn  is  a  company  with  a  diff^erence, 
all  right,  but  the  question  still  is: 
How  justified  is  that  difference?  ■ 


split  power  between  the  board  of  gov- 
ernors and  the  regional  banks;  this 
was  in  the  decentralized  spirit  of  that 
earlier  time.  The  act  gave  the  board 
the  power  to  approve  or  disapprove 
changes  in  the  discount  rate;  but  the 
changes  must  be  proposed  by  the 
banks.  The  act  gave  the  governors 
the  exclusive  power  to  set  reserve  re- 
quirements. The  powerful  Open  Mar- 
ket Committee,  moreover,  which  was 
formed  in  the  Thirties  and  sets  mon- 
etary policy,  is  controlled  by  the 
board  of  governors,  who  hold  sev- 
en of  the  1^  seats.  In  many  small  and 
yet  important  ways,  however,  under 
Bums  and  under  his  predecessor,  Wil- 
ham  McChesney  Martin,  the  Washing- 
ton-based governors  grew  in  power 
at  the  expense  of  the  regional  banks 
—just  as  in  other  areas  Washington 
gained  in  power  while  states  and  lo- 
calities lost. 

The  current  revolt  was  touched  oflF 
accidentally  by  Senator  William  Prox- 
mire  (Dem.,  Wis.),  no  friend  of  the 
governors  or  of  the  banks.  A  bill  intro- 
duced last  year  by  Proxmire  would 
strip  the  Fed  of  its  power  to  supervise 
banks;   the  Fed  would  be  left  only 


with  the  power  to  set  credit  policy. 
Unfairly  perhaps,  Proxmire  and  his  al- 
lies accused  the  Fed  of  failing  to  act 
In  time  against  diseased  banks  like 
Franklin  National  and  U.S.  National 
Bank  of  San  Diego;  they  accuse  the 
Fed  of  being  too  cozy  with  the  banks. 
Other  bills  have  been  introduced  by 
Senator  Hubert  Humphrey  (Dem., 
Minn.)  and  Representative  Henry 
Reuss  (Dem.,  Wis.)  which  also  call 
for  sweeping  changes. 

At  the  Fed,  both  banks  and  gov- 
ernors opposed  the  loss  of  powers, 
but  the  proposals  got  some  of  the 
presidents  thinking:  Why  shouldn't 
they  have  the  supervising  power? 

There  is  a  natural  tendency  for  the 
regional  banks  to  think  they  know 
their  areas  better  than  the  governors 
in  Washington  possibly  can.  The  gov- 
ernors, of  course,  disagree.  They  tend 
to  believe  that  their  staffs,  top-notch 
people  in  every  field,  have  an  excel- 
lent "feel"  for  what  is  happening 
throughout  the  banking  system. 

At  the  moment  the  entire  argument 
is  very  mannerly  and  strictly  within 
the  family.  Nobody  in  authority  wants 
to  be  quoted  one  way  or  the  other. 


Not  for  attribution,  however,  one  re- 
gional bank  president  had  this  to  say 
to  Forbes:  "The  governors,  located 
where  they  are,  are  too  likely  to 
worry  about  what  the  Washington 
Post  is  saying;  they  are  too  influ- 
enced by  the  political  pressure  of  hav- 
ing to  appear  frequently  before  Con- 
gress to  explain  their  actions." 

Equally  anonymously,  one  of  the 
governors  replied:  "These  Reserve 
presidents  like  to  think  they  know 
their  own  areas,  but  they  don't  al- 
ways. They  don't  spend  enough  time 
with  local  business  and  consumers. 
They  spend  too  much  time  with  lo- 
cal bankers." 

If  the  decentralists  win,  what  will 
be  the  efi^ect  on  business  and  bank- 
ing? It's  too  early  to  tell— just  as  it  is 
too  early  to  tell  what  would  happen 
if  Congress  gave  some  of  its  spend- 
ing power  back  to  the  states  or  if  Scot- 
land became  semi-independent.  Ba- 
sically, all  these  events  are  signs  of 
the  times,  reactions  against  the  cen- 
tralization of  government  that  has 
dominated  Western  society  for  many 
decades.  These  signs  of  revolt  should 
not  be  taken  lightly.  ■ 


FORBES,    FEBRUARY   1,    1976 


23 


Ruthlessness 
By  The  Rules 


In  the  tender-offer  game,  the  ordinary 
stockholders  are  simply  pawns.  But 
pawns  are  not  without  power. 


Checkmate? 

Or  stalemate? 

It  looked  like  certain  checkmate  for 
Microdot  Inc.  when  General  Cable 
Corp.  launched  a  powerful  takeover 
gambit  in  December.  General  Cable 
was  carefully  masterminded  by  Mor- 
gan Stanley  &  Co.  and  legal-eagled 
by  Joseph  Flom,  generally  regarded 
as  the  smartest  takeover  lawyer  in  the 
country. 

The  offer  looked  irresistible.  The 
stock  market  was  doing  nothing,  and 
Microdot  stock  languished  around  11. 
General  Cable  was  offering  $17  a 
share  in  hard  cash.  In  shrewdest  Mor- 
gan Stanley  fashion,  the  offer  was  de- 
signed to  put  Wall  Street's  profession- 
al arbitrageurs  into  the  game  on  Gen- 
eral Cable's  side.  (The  arbitrageurs 
buy  Microdot  stock  on  the  open  mar- 
ket, hoping  to  tender  to  General  Ca- 
ble at  a  higher  price  as  soon  as  pos- 
sible.) And  stockbrokers  were  to  be 
a  part  of  the  strategy,  too:  They  were 
to  be  offered  45  cents  a  share— three 
to  four  times  the  normal  retail  com- 


mission—for every  Microdot  share 
they  were  able  to  persuade  customers 
to  part  with. 

To  keep  the  arbitrageurs  happy, 
Morgan  Stanley  specified  that  Gen- 
eral Cable  would  accept  every  share 
offered— not  just  a  certain  number.  In 
such  a  fight,  the  arbitrageurs  play  the 
key  role:  Once  a  big  part  of  the  stock 
is  in  their  hands,  the  game  is  almost 
over.  They  are  interested  only  in  get- 
ting out  at  a  profit,  and  getting  out 
as  soon  as  possible.  Who  can  take 
them  out  quickly  except  the  acquir- 
ing company? 

Beautiful  Ohio  . . . 

There  was  only  one  hitch— and  it 
may  prove  to  be  a  fatal  hitch  for  Gen- 
eral Cable's  strategy.  Microdot  hap- 
pens to  have  large  assets  in  Ohio, 
which  has  one  of  the  toughest  anti- 
takeover laws  in  the  Union.  Under 
Ohio  laws,  the  General  Cable  ten- 
der offer  has  not  yet  been  approved 
by  the  State  Securities  Commissioner. 
So  far,  therefore,  the  tender  has  not 


become  effective— though  some  arbi- 
trageurs have  already  gone  into  ac- 
tion as  though  it  had. 

Meanwhile,  Microdot's  chairman, 
Rudolph  Eberstadt  Jr.,  a  nephew  of 
the  late  Wall  Street  magnate  Ferdi- 
nand Eberstadt,  has  been  busy  mov- 
ing his  own  pieces  about  the  board. 
He  has  used  every  gambit  in  the 
book  and  some  not  yet  in  the  book. 
He  has  attacked  General  Cable's  man- 
agement, questioned  Morgan  Stan- 
ley's motives  and  last  month  made  a 
novel  move  that  may  well  become  a 
defensive  classic  in  the  tender  game: 
He  proposed  that  his  board  of  direc- 
tors be  given  the  power  to  hquidate 
Microdot  rather  than  surrender-that 
is,  sell  the  assets,  piecemeal  if  neces- 
sary, to  other  companies.  Such  a  liqui- 
dation could  bring  at  least  $27  a 
share,  more  than  half  again  as  much 
as  General  Cable  proposes  offering. 
Eberstadt  says  he  even  considered 
tendering  for  the  tenderer.  In  the  end, 
however,  he  decided  against  the 
move:  "General  Cable  just  isn't  worth 
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it,"  he  says.  "Maybe  I  should  take 
out  an  advertisement  offering  $3  a 
share  [the  stock  sells  for  $10];  that 
would  show  my  contempt  for  them." 

Eberstadt  has  a  point.  A  ho-hum 
kind  of  company  making  wire  and 
cable,  General  Cable  has  had  a  lack- 
luster earnings  record.  Microdot,  a 
diversified  maker  of  industrial  sup- 
plies, by  contrast,  has  shown  con- 
siderable growth.  For  example,  Mi- 
crodot's common  book  value  has  more 
than  trebled  in  the  past  decade;  Gen- 
eral Cable's  has  increased  by  only 
about  one-fourth  as  much.  A  take- 
over of  Microdot  would  give  Cable 
some  badly  needed  glamour.  Fi- 
nanced with  money  borrowed  from 
four  banks,  including  Microdot's  own 
lead  bank,  Irving  Trust,  the  takeover 
would  be  highly  leveraged  and  bring 
quick,  substantial  gains  in  earnings 
per  share  for  General  Cable. 

Defensive  fights  like  the  one  Micro- 
dot is  waging  are  making  it  more  dif- 
ficult and  costly  to  take  over  com- 
panies that  do  not  want  to  be  taken 
over.  In  spite  of  the  sick  stock  market 
last  year,  according  to  figures  pre- 
pared by  the  Chicago  merger  con- 
sultant W.T.  Grimm  &  Co.,  there 
were  fewer  tender  offers  for  publicly 
held  companies  than  in  1974.  The 
score:  76  vs.  58.  But,  as  long  as  most 
stocks  sell  below  book  value  and  at 
low  earnings  multiples,  the  tender 
game  will  go  on.  The  cost  may  be 
high,  but  the  potential  rewards  are 
tremendous. 

In  fact,  the  fights  are  getting  more 
vicious  all  the  time.  Raids  are  being 
made  when  rival  presidents  are  out 
of  the  country  or  even  ill. 

Consider  this  tactic,  now  fairly 
standard:  Shortly  before  closing  tim^ 
on  a  Friday,  the  tendering  company's 
lawyer  appears  at  the  Securities  &  Ex- 
change Commission  with  a  copy  of 
the  required  Schedule  13D  form, 
which  includes  information  about  the 
offerer  and  his  intentions.  Ads  are 
placed  in  The  New  York  Times  and 
The  Wall  Street  Journal  for  publica- 
tion Monday  morning.  The  raid  is  still 
secret.  On  Monday  morning,  the  tar- 
get confpany  receives  a  copy  of  the 
13D  along  with  newspaper  stories  an- 
nouncing the  offer.  The  offer  may  give 
shareholders  as  few  as  seven  days  ( in- 
cluding weekends  and  holidays)  to 
consider  the  offer. 

In  consideration  for  the  interests  of 
the  arbitrageurs— nobody  seems  to 
worry  much  about  the  stockholders 
who  tender— investment  bankers  have 
developed  a  new  technique:  Follow 
a  low  initial  bid  with  a  second  high- 
er one.  The  early  arbitrageurs  who 
acted  on  the  first  bid  thus  get  a  dou- 
ble reward.  (There  have  even  been 
suggestions     that     some     arbitrageurs 


have  been  given  advance  information 
on  takeovers. ) 

It  is  important  for  the  aggressor 
that  he  strike  with  great  power  and 
confidence:  He  needs  the  arbitra- 
geurs, and  they  must  be  convinced 
that  the  raid  will  succeed.  There  is 
nothing  worse  for  an  arbitrageur  than 
to  pay  a  premium  over  market  for 
a  stock  and  then  have  the  tender  offer 
collapse.  The  arbitrageurs  can't  afford 
risk  and  they  can't  afford  delays.  As 
one  of  them  puts  it,  "Five  percent 
profit  in  one  week  is  a  260%  annual 
rate;  5%  in  a  month  is  only  60%."  And 
there  are  risks:  Many  arbitrageurs  got 
bloodied  last  November  when  they 
bought  Austral  Oil  at  17  to  sell  to  St. 
Joe  Minerals  for  stock  worth  20.  The 
deal  was  called  off,  and  many  arbi- 
trageurs ended  up  selling  their  shares 
for  as  litde  as  $11.  Good-bye  to  many 
months'  profits! 

Arbitrageurs  are  nervy,  hard-to- 
scare  types;  some  are  lawyers  who  in- 
stinctively know  if  a  highly  publicized 
lawsuit  has  any  chance  of  success  or 
is  just  a  smoke  screen.  The  best  are 
ri^t  as  often  as  19  out  of  20  times. 
But  if  they  see  a  deal  becoming  really 
tainted,  they  will  not  hesitate  to 
dump  their  stock  on  the  open  market. 

A  Quick  Kill? 

It  is  also  important  to  strike  with 
vigor  so  that  the  stockholders  won't 
be  encouraged  to  hold  out  for  a  high- 
er price;  every  share  tendered  at  a 
low  price  makes  the  final  acquisition 
that  much  cheaper.  It  is  also  tougher 
for  a  rival  bidder  if  the  first  bidder 
already  has  a  good-sized  block  of 
stock  in  his  pocket. 

When  a  tender  offer  does  not  suc- 
ceed at  first  stroke,  the  resulting  bid- 
ding can  be  very  costly  for  the  bid- 
ders, but  very  advantageous  for  the 
shareholders  of  the  acquired  compa- 
ny. Take  the  1974  takeover  of  ESB 
Inc.  by  International  Nickel.  ESB  was 
at  19.  Inco  offered  $28  a  share,  a  nice 
premium.  However,  ESB  had  pre- 
viously talked  merger  with  another 
company,  United  Technologies  (for- 
merly United  Aircraft).  UT  knew 
that  ESB  was  worth  a  good  deal  more 
than  $28  a  share.  So  UT  made  a  rival 
offer  of  $34.  In  the  end,  Inco  topped 
the  UT  offering  at  $41  a  share.  As  a 
result  of  UT's  rival  offer,  ESB  stock- 
holders came  out  a  full  46%  better 
than  they  otherwise  would  have.  In- 
co, moreover,  seemed  glad  to  have 
won  ESB  even  at  the  higher  price 
(although  the  Justice  Department's 
Antitrust  Division  is  now  pressing  a 
suit  to  force  Inco's  divestiture  of 
ESB).  But  in  how  many  takeovers  do 
stockholders  get  this  land  of  a  price 
break? 

More  recently.  Mesa  Petroleum  bid 


Rudolph  Eberstadt  Jr.  is  clearly 
outraged  at  General  Cable's  at- 
tempt to  take  over  his  company, 
Microdot.  But  here  Eberstadt  is 
displaying  a  short  memory:  Only  a 
few  years  ago  he  himself  tried- 
unsuccessful  ly— to  mount  an  un- 
friendly tender  offer  for  a  small 
company  named  Elco. 


$22  a  share  for  control  of  Aztec  Oil- 
nearly  50%  over  market.  But  the  Mesa 
bid  attracted  other  bidders  and  Mesa 
dropped  out.  The  bidding  for  Aztec 
is  up  to  $32  a  share,  and  Aztec  stock- 
holders will  get  a  real  windfall. 

For  such  reasons,  companies  will 
go  to  great  lengths  to  keep  away  rivals. 
Thomas  Mellon  Evans,  chairman  of 
H.K.  Porter  Co.  as  well  as  Crane  Co., 
has  played  the  takeover  game  for 
25  years.  He  deliberately  cultivates 
a  tough-guy  image  to  overawe  both 
his  targets  and  potential  rivals.  In 
bidding  recently  for  control  of  Mis- 
souri Pordand  Cement  Co.,  on  be- 
half c>f  his   H.K.    Porter   Co.,    Evans 
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''What!  Me  make  an  unfriendly  tender!' 


found  himself  facing  a  potential  ri- 
val bid  from  Chromalloy  American 
Corp.  Evans  ran  into  Chromalloy's 
Chairman  Joseph  Friedman,  who  re- 
marked that  he  hoped  there  would 
be  no  hard  feelings  over  Chromalloy's 
designs  on  H.K.  Porter's  quarry.  Evans 
reply  made  it  quite  clear  that  there 
would  be  considerable  hard  feelings. 
He  went  on  to  point  out  that  Chrom- 
alloy was  heavily  in  debt  while  his 
H.K.  Porter  wasn't,  and  that  this  and 
similar  comparisons  would  have  to 
be  made  if  a  fight  developed.  "These 
things  get  rather  bloody,  you  know," 
Evans  told  Friedman.  Chromalloy 
called  off  its  proposed  merger  with 
Missouri  Portland,  and  Porter  has  ac- 
quired 52%  of  Portland's  stock. 

Lawyer  David  Hall  of  Demas  & 
Hall,  which  specializes  in  tender  work, 
claims  he  knows  two  cases  where  raid- 
ers maneuvered  so  they  could  scotch 
a  competing  tender  bid.  The  first  was 
when  a  raider  used  detectives  to  un- 
cover damaging  financial  facts  about 
its  potential  rival,  and  then  warned 
the  rival  that  that  material  would 
have  to  be  disclosed  in  the  event  of 
two  competing  tenders.  Currently,  one 
of  Hall's  clients  has  been  threatened 
with  a  tender  offer  if  it  refuses  to 
sell  a  prize  division  for  a  ridiculously 
low  price. 


It's  quite  obvious  that  this  is  no 
gentlemanly  game,  and  the  success- 
ful defender  is  often  at  least  as  ruth- 
less as  his  attacker.  One  of  the  more 
successful  defenders  in  proxy  battles 
is  Richard  Cheney,  54,  executive  vice 
president  at  the  big  public  relations 
firm  of  Hill  &  Knowlton.  Cheney  is 
well  known  for  his  successful  defenses 
of  such  companies  as  Dictaphone  and 
Goodrich,    but   Cheney    has    dropped 

The  Middle  Men 


Conventional  arbitrage  is  almost 
riskless,  involving  simultaneous  buy- 
ing and  selling.  But  arbitrage  as  prac- 
ticed in  the  tender  game  is  far  from 
riskless.  It  involves  buying  a  stock  at 
a  higher  price  than  it  recently  sold; 
if  the  tender  offer  falls  through,  the 
stock  may  drop  back  and  the  arbitra- 
geur may  get  clobbered.  A  few  such 
clobberings  and  he  is  out  of  busi- 
ness. The  game  is  only  for  a  few 
tough,  experienced  men,  but  they 
get  very  rich  turning  their  money  over 
every  few  weeks  if  they  are  lucky. 
The  biggest  arbitrageur  is  probably 
Leonard  Sheriff,  60,  a  Yale  Law  School 
graduate  who  operates  his  own  firm. 
Among  brokers,  Goldman,  Sachs; 
Bache  &  Co.;  Bear,  Stearns  are  big. 


a  few,  too.  Only  recently  he  lost  a 
client,  Garlock  Inc.,  to  Colt  Indus- 
tries, in  a  surprise  attack  that  Garlock 
didn't  have  time  to  resist,  though  oth- 
er bidders  were  interested.  Cheney 
helped  Goodrich  fight  off  raider  Ben 
Heineman  of  Northwest  Industries.  He 
had  Goodrich  take  out  full-page  ad- 
vertisements criticizing  the  way  North- 
west was  running  its  own  business 
and  implying  that  Heineman  would 
Jbe  a  very  poor  doctor  for  what  ailed 
Goodrich.  In  addition,  Goodrich  de- 
liberately bought  a  small  trucking 
company  in  order  to  raise  the  anti- 
trust issue  for  Northwest,  which  at 
that  time  owned  the  Chicago  &  North 
Western  Railway. 

Another  successful  Cheney  defense 
involved  Dictaphone  Corp.  against  a 
takeover  bid  from  Canada's  Northern 
Electric  Co.,  Ltd.  The  defense  in- 
volved publicizing  pre-tender  trading 
by  the  wife  of  Northern  Chairman 
John  Lobb.  Cheney  also  made  sure  ev- 
ery Dictaphone  employee  knew  that 
there  had  been  a  good  deal  of  firing 
at  Northern  Electric  after  Lobb  took 
over.  This,  not  surprisingly,  got  Dicta- 
phone's union  riled  up.  The  union 
saw  to  it  that  Connecticut  Senator 
Lowell  Weicker  attacked  this  "for- 
eign takeover"  of  a  Connecticut  com- 
pany. The  clincher  was  an  antitrust 
charge  involving  Northern's  parent. 
Bell  of  Canada. 

In  the  end,  Northern  Electric  broke 
oft  the  attack.  Dictaphone  was  "saved." 
But  there  is  a  postscript:  Man- 
agement's defense  prevented  stock- 
holders from  selling  out  at  $12  a 
share;  but  Dictaphone  stock  recently 
sold  at  9. 

Another  veteran  tender-defender  is 
Manning  Selvage  &  Lee  Chairman 
Morris  Lee,  who  goes  back  to  Sevvell 
A\ery's  successful  defense  against  raid- 
er Louis  Wolfson  in  the  mid-Fifties. 
Lee  likes  to  try  stopping  tenders  be- 
fore they  are  made.  Lee  says  he 
stopped  one  group  of  raiding  Texans 
by  exposing  a  lie  they  had  told  their 
financiers,  thereby  killing  their  loan. 

One  of  the  most  successful  defenses 
was  engineered  in  1974  by  Califor- 
nia-based Signal  Cos.  This  $1.6-billion 
conglomerate  was  under  attack  by  a 
group  of  investors  including  the  Bronf- 
man interests  in  Distillers  Corp. -Sea- 
grams Ltd.  Signal's  management  fig- 
ured out  that  the  Bronfmans  hoped 
to  sell  Signal's  Mack  Trucks  and  Gar- 
rett Corp.  and  end  up  owning  Signal's 
oil  and  gas  operations  for  free.  By 
the  time  the  raiders  had  10%  of  Sig- 
nal stock,  Signal  turned  around  and 
sold  the  oil  and  gas  to  Britain's  Bur- 
mah  Oil  and  used  part  of  the  pro- 
ceeds to  buy  out  the  would-be  raiders. 

The  Signal  story  has  an  ironic  twist: 
The  oil  and  gas  operations  proved  a 


26 


FORBES.    FEBRUARY    1.    1976 


disappointment  to  Burmah,  which  in 
effect  was  driven  to  the  wall  by  that 
purchase.  Burmah  has  been  trying  un- 
successfully to  sell  the  former  Signal 
properties  ever  since,  while  Signal, 
by  contrast,  is  now  cash-rich  and  raid- 
er-free. 

The  Goodrich  ploy  of  buying  a 
trucking  company  to  block  takeover 
by  a  railroad  has  been  used  many 
times.  In  one  case,  an  Iranian  tender 
was  discouraged  because  some  of  coal 
producer  Pittston's  subsidiaries  were 
regulated  by  the  Interstate  Commerce 
Commission.  GAF  Corp.  is  purchasing 
a  radio  station,  apparently  to  make 
it  diflBcult  for  outsiders  to  try  taking 
it  over;  U.S.  law  requires  unusually 
close  scrutiny  of  broadcast  company 
ovV^nership. 

Anaconda  Co.,  under  assault  from 
Tom  Evans  and  Crane,  used  the  same 
tactic.  It  bought  the  Walworth  Co., 
a  competitor  of  Crane.  This  raised 
probably  insuperable  antitrust  obsta- 
cles to  a  Crane  takeover  of  Anaconda. 
In  the  end  Evans  settled  for  going 
after  no  more  than  5  million  shares, 
about  23%  of  the  company,  but  he 
agreed  not  to  buy  any  more  shares 
and  not  to  seek  representation  on  the 
Anaconda  board.  (Evans-watchers  are 
betting  that  this  stalemate  will  not 
last  indefinitely. ) 

A  Local  Issue 

The  stakes  are  huge  in  these  bat- 
tles, and,  not  surprisingly,  as  fast  as 
defenders  of  the  status  quo  set  up 
obstacles  to  takeovers,  the  attackers 
find  ways  around  them.  For  a  long 
time  it  was  in  vogue  to  have  stag- 
gered elections  to  the  boards  of  di- 
rectors of  companies  worried  about 
takeover;  the  aggressor  might  get  most 
of  the  stock,  but  he  still  couldn't  con- 
trol the  board  for  many  years.  But 
the  takeover  forces  have  found  ways 
of  forcing  resignations  from  the  board. 
Or  of  increasing  the  board's  size.  Or 
of  weakening  its  powers.  So  manage- 
ments have  come  up  with  a  new  de- 
fense. First  undertaken  by  Chicago 
Pneumatic  Tool  Co.,  it  involves  pro- 
tecting minority  shareholders  by  re- 
quiring a  95%  stockholder  vote  in  favor 
of  a  mergen^unless  the  attacker  comes 
up  with  an  offer  for  all  the  outstand- 
ing stock  that  meets  certain  preset 
requirements. 

Frequently  the  strongest  resistance 
to  takeovers  comes  from  communities 
where  offices  and  plants  of  the  target 
companies  are  located.  For  this  rea- 
spn,  some  st^e  laws  against  takeover 
are  much  tougher  than  the  federal 
laws.  "Without  the  protection  of  the 
Ohio  law,  we'd  be  dead  now,"  says 
Allen  Howell,  financial  assistant  to  the 
president  of  Microdot.  "We  wouldn't 
have   had   time   to   toss   up   this   de- 


"I  never  see  enough 
NewYork7 

Here  I  go  ogoin. 
New  York  on  business. 
Fun  City.  In  o  cob,  in 
on  office,  in  o  nneeting. 
I  never  see  enough 
New  York.  But  I  f  inoiiy  figured  out 
how  to  stoy  oheod  of  the  gonne. 
I  stoy  Qt  The  Diltmore. 
I  con't  think  of  anything  that  isn't 
Q  walk  fronn  The  Biltnnore. 

There's  nnore  New  York  on  the 
inside,  too.  The  lobby.  Under  the 
Clock.  The  people.  My  roonn. 
(They  don't  nnoke  roonns  like  that 
onynnore.) 

They  hove  o  great  check-out 
system,  too.  I  just  drop  the  roonn  key 
"  off  and  leave.  They  bill  nne  later. 
I  can't  innogine  conning  all  this 
way  just  to  end  up  in  one  of  those 
forgettable  chain  hotels. 

New  York  is 
no  place  to  be 
nowhere. 

The  ©Itmofe 

Modison  or  43rd 
(800)  221-2690.  In  New  York  Store,  coll 
(800)  522-6449   In  rhe  city  683-6620 

Coll  your  corporate  travel  office  or  trovel  agent. 
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fense."  The  Ohio  law  provides  for 
"full  and  fair  disclosure"  before  a  ten- 
dor  can  be  made.  The  state  laws  may 
not  hold  up,  however,  since  their  con- 
stitutionality has  been  challenged  on 
grounds  that  they  abridge  the  Fed- 
eral Government's  power  to  regulate 
interstate  commerce.  If  the  state  laws 
fall,  pressure  for  tougher  federal  laws 
will  probably  follow. 

Whose  Interest? 

When  a  management  resists  a  take- 
over bid,  it  never  fails  to  announce: 
"This  oflFer  is  not  in  our  stockholders 
best  interests."  Is  this  just  so  much 
cant?  In  many  cases,  yes:  It  may  not 
previously  have  bothered  the  man- 
agement that  its  stockholders  had  be- 
come stuckholders,  or  at  least  it  didn't 
bother  them  sufficiently  to  do  much 
about  it. 

To  be  sure,  takeover  types  are  not 
philanthropists.  They  want  assets  at  a 
discount.  Or  they  want  companies  on 
the  verge  of  a  turnaround  where  the 
stock  price  does  not  yet  reflect  the  po- 
tential. If  they  pay  $15  for  a  stock 
that  recently  sold  at  $10,  it  is  only 
because  they  think  it  will  be  worth 
$20  or  $25  or  $30  within  a  reason- 
able amount  of  time. 

For  example,  Tom  Evans  bought 
CF&I  Steel  in  1969  for  a  package  of 
securities  and  cash  with  a  market 
value  of  around  $100  milhon;  in  1974 
the  steel  properties  earned  $35  mil- 
lion, a  35%  return.  Of  course,  Evans 
had  to  wait  for  the  steel  business  to 


BARGAIN  FOR  BOTH 

The  trick  in  pricing  a  cash 
tender  offer  is  to  come  in  with 
a  price  that  is  enough  over 
market  price  to  be  good  for  the 
shareholder,  but  enough  under 
book  value  or  real  company 
va'ue  to  be  good  for  the  buy- 
ing company. 

::•:•:•:■:•:::::•:::::::::  BOOK 
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pick  up  before  he  did  that  well,  but 
he  waited  with  a  confidence  and  a 
sense  of  control  that  the  ordinary 
shareholder  can  never  have. 

From  a  businessman's  point  of 
view— as  opposed  to  that  of  an  inves- 
tor—a tender  oflFer  can  be  a  cheap 
way  of  expanding.  Through  tenders, 
Tesoro  Petroleum  recently  bought 
control  of  Commonwealth  Oil  Refin- 
ing for  $82  miUion:  Commonwealth's 
properties  had  a  book  value  of  only 
$300  million  and  a  probable  replace- 
ment cost  of  over  $800  miUion. 

If  the  businessman  has  incentives 
that  the  ordinary  investor  does  not, 
so  do  the  investment  bankers. 

If  General  Cable  wins  Microdot, 
then  Morgan  Stanley  stands  to  earn 
an  $800,000  fee.  Tenders  are  good 
pickings  for  the  banks,  too:  safe  loans 
with  fast  pay-back.  These  loans  are  so 
tempting  that  New  York's  Ir\ang  Trust 
Co.  may  have  gotten  into  a  conflict-of- 
interest  situation.  While  doing  business 
with  Microdot  (and  receiving  regular 
reports  on  the  company) ,  Irving  agreed 
to  serve  as  lead  bank  for  General  Cable 
in  financing  the  proposed  takeover  of 
Microdot.  The  bank  denies  there  was 
any  conflict,  but  Microdot's  Eberstadt 
insists  there  was  and  announced  he 
plans  to  sue  Irving  Trust. 

A  Useful  Alternative 

Men  like  Tom  Evans  argue  that 
these  tender  offers  play  a  useful  role 
in  keeping  the  economic  system  eflB- 
cient.  Even  allowing  for  his  obvious 
self-interest,  Evans  clearly  has  a 
point.  Many  managements  are  ineflB- 
cient,  and  the  country  is  better  off  if 
scarce  capital  is  taken  out  of  their 
hands.  Too  many  other  managements 
treat  their  stockholders  in  a  cavalier 
fashion,  considering  them  the  last  and 
the  least  of  the  publics  they  have  to 
deal  with.  Seeing  their  money  mis- 
handled and  their  own  interests  large- 
ly ignored,  many  investors  have  tiuned 
away  in  anger  from  the  stock  market. 
Taking  them  out  of  depressed  stocks 
through  tender  offers  may  not  be  the 
ideal  way  to  restore  their  confidence, 
but  at  least  it  gives  them  an  alterna- 
tive to  selling  at  a  distressed  price  in  a 
disinterested  market. 

An  executive  engaged  in  selling  one 
of  his  company's  plants  to  another 
company  tells  this  story.  Playfully,  the 
buyer  twitted  the  seller:  "You  know, 
on  a  tender  I  could  buy  your  whole 
company  for  the  price  of  this  plant." 
The  seller  winced,  because  he  knew 
it  was  true. 

As  long  as  it  is  true  for  literally 
hundreds  of  good  companies,  the 
tender  game  will  go  on.  As  long  as 
the  game  threatens  established  man- 
agements, the  managements  will  fight 
the  tenders  tooth  and  nail. 


Thomas  Mellon  Evans,  of  Crane  Co. 
and  H.K.  Porter,  is  one  of  the 
country's  takeover  champions,  but 
even  he  agrees  that  some  reforms 
are  desirable.  For  example,  he  be- 
lieves that  there  should  be  a  60- 
day  "cooling  off"  period  after  a 
takeover  bid  is  initiated  instead 
of  just  eight  days  as  at  present— 
if  only  so  that  the  shareholders  can 
have  time  to  evaluate  all  the  bids. 


The  important  thing  is  to  tighten 
the  rules— and  extend  the  bidding  pe- 
riod so  that  stockholders  won't  be 
panicked  into  selling  out  to  arbitra- 
geurs at  the  first  offer.  If  the  stock- 
holders stay  cool  and  are  able  to  wait, 
there  are  almost  certain  to  be  high- 
er bids. 

As  for  the  stockholder's  real  inter- 
est, it  is  neither  with  attacker  nor  with 
victim.  His  interest  is  in  getting  the 
best  possible  price  for  his  property.  ■ 
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MISSISSIPPI 
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It's  true.  You 

can  still  make 

money  here  in 

Mississippi. 

Partly  because 

of  the  favorable 

laws  and  tax 

structure. 

Partly  because 

of  our  "start-up"  training  program 

that  pre-trains  your  labor  force  at  no 

cost  to  you.  Partly  because  of  the 

abundant  raw  materials  and 

transportation. 

But  mostly  because  "profit" 
simply  isn't  a  dirty  word  where  we 
come  from.  Which,  no  doubt,  is  why 
so  many  companies  are  coming  to 
Mississippi  to 
seek  their 


fortunes. 

But  money  isn't  everything 
to  coin  a  phrase.  As  anybody 
who  lives  here  will  tell  you, 
Mississippi  also  offers  a  very 
special  kind  of  "workman's 
compensation"  you  just  can't 
find  in  most  places. 


Time.  The  unhurried  hours  to  enjoy  those 
hard-earned  dollars  you  can  make. 

And  a  rich  variety  of  unspoiled  environ- 
ments in  which  to  enjoy  them.  Forests.  Lakes. 
Ocean  beaches.  National  and  state  historic 
parks.  Cities.  Towns.  Resorts.  And  picture 
postcard  countryside. 

And  those  are  the  real  reasons  people 
in  Mississippi  have  it  made. 

For  more  information  write  for  our  free 
color  brochure. 
It  may  give  you 
second  thoughts 
about  where  to  put 
that  new  plant. 


Industrial  Dept. /Mississippi  A  &  I  Board 
P.O.  Box  849.  Jackson,  Mississippi  39205 

Along  with  my  Re-Think  Mississippi  button,  please  send  me  in- 
formation on  Industrial  Opportunities  and  Travel  Information. 


''■'^^ 


Name 


Address 

City 

State  


Zip. 


FB 


aguarXJC 
Executive  Express 


The  men  wlio  move  most  nimbly  to  the  top  often  drive 
Jaiiu;irs. 

A  case  in  point  is  our  sleek  but  spirited,  very 
quiet  but  very  quick,  and  altogether  uncommon  Jaguar 
XJC\  Pure  executive  material  in  every  way. 

I  he  Jaguar  XJC  moves  w/ith  the  intuitive  grace 
of  a  competition  machine.  It  has  very  positive  power- 
assisted  rack  and  pinion  steering,  four-wheel  power 
disc  brakes  of  great  decisiveness  and  lithe,  rellexive 
all- independent  suspension. 

The  XiC  offers  you  a  choice  of  two  justly  fa- 
mous Jaguar  engines.  You  may  choose  the  double- 
overhead  cam  Six,  or  the  turbine-smooth  electronically 
fuel-injected  V- 12.      'ipn  :     .;.■      "'^.s 

I. ike  all  JaguarsT  fhv  XJC  is  Iiixurunis  iftifer^ 
depth.  I  here  is  no  surface oslenlatioii  ubo^  l*i^^^lSr 
car,  yet  it  is  one  of  the  most  thouglitfully-equipped  f^ 
luxury  cars  ever  to  be  t)tfered  for  sale  rhe  XJC  \ 
comes  to  you  complete  with  real  leather  seats,  deep     E?: 


carpeting,  burled  walnut  dashboard,  tinted  windows 
all  around,  thermostatically-controlled  air  condition- 
ing, automatic  transmission,  AM/i'M  radio  plus  eight- 
track  stereophonic  tape  deck  and  even  belted  radial 
whitewall  tires— all  standard  equipment. 

Also  standard  is  the  uncommonly  thoughtful 
Jaguar  warranty.  lH)r  twelve  months,  regardless  of 
mileage.  Jaguar  will  replace  or  repair  any  part  of  the 
car  that  is  defective  or  that  simply  wears  out,  provided 
only  that  the  car  is  properly  maintained.  I'he  only  ex- 
ceptions are  tires,  which  are  warranted  by  the  tire 
manufacturer,  and  spark  plugs  and  filters  which  are 
routine  replacement  items.  F^ven  then,  if  they  are  de- 
fective. Jaguar  will  pay  to  replace  them. 
im]  Make  a  wise  executive  decision.  Drive  the 

y  Jaguar  XJC  soon.  l-"or  the  name  of  the  dealer 
m  nearest  vou,  call  these  numbers  toll-free:  (SOO) 
f_  447-47()'(),  or,  in  Illinois,  (SOO)  322-4400.  Ikitish 
ioJ     I.eyland  Motors  Inc.,  I.eotiia,  New  Jersey  0760.*?. 


Jaguar 


Why  Tillinghast  Stays  On 

TWA  had  a  close  call  last  year.  Its  troubles  are  by  no  means  over. 


Today,  Feb.  1,  1976,  was  to  have 
been  the  first  day  of  Charles  C.  Til- 
hnghast  Jr.'s  retirement  after  14  years 
as  boss  of  Trans  World  Airlines.  But 
if  you  call  up  TWA's  New  York  head- 
quarters and  ask  for  the  chairman, 
you  will  learn  that  Charlie  Tillinghast, 
65,  is  still  at  his  desk— and  will  be  for 
another  year. 

Had  everything  gone  as  Tillinghast 
planned,  Forwood  C.  Wiser  would  be 
answering  the  phone.  Bud  Wiser  be- 
came TWA's  president  in  1969  and 
was  Tillinghast's  hand-picked  succes- 
sor. But  the  company's  rising  losses— 
$24  million  in  1974  and  $86  million 
last  year— overthrew  Wiser.  Last  June, 
at  a  board  meeting  in  Denver,  he  was 
forced  to  resign.  If  you  want  to  speak 
with  him  today,  ring  up  Pan  Ameri- 
can World  Airways,  TWA's  archrival, 
where  he  has  just  been  named  presi- 
dent and  chief  operating  officer. 

As  a  result,  instead  of  tidying  up 
his  desk  for  retirement,  Tillinghast 
has  spent  the  last  six  months  looking 
for  another  successor,  both  inside  and 
outside  of  TWA.  In  his  spare  time, 
what  with  TWA's  working  capital 
wiped  out  by  the  growing  losses,  he 
has  been  dickering  urgently  with  the 
company's  bankers  for  more  time;  it 
was  no  secret  that  TWA  was  on  the 
brink  of  insolvency.  Last  month  he 
seemed  to  have  both  the  succession 
and  the  solvency  problems  solved— or 
at  least  partially  solved. 

First,  he  finally  came  to  an  agree* 
ment  with  the  bankers  (still  to  be 
formally  approved)  to  defer,  until  af- 
ter 1977,  $86  million  of  debt  repay- 
ments due  in  1976.  It  wasn't  the  four- 
year   extension   he   originally   sought, 


and  the  price  was  steep.  He  had  to 
hock  all  of  TWA's  planes  and  its  stock 
in  two  profitable  subsidiaries,  Hilton 
International  and  Canteen  Corp.,  plus 
agree  to  higher  interest  charges  on 
the  deferred  debt.  But  he  did  get 
TWA  some  desperately  needed 
breathing  room. 

As  for  finding  a  successor  to  his 
successor,  he  has  evidently  put  his 
finger  on  a  little-known  TWA  insider, 
52-year-old  L.  Edwin  Smart.  Smart 
and  Tillinghast  worked  for  the  same 
law  firm  as  long  ago  as  1949.  Like 
Tillinghast,  Smart  also  worked  at 
Bendix  Corp.,  becoming  president  of 
Bendix  International  before  joining 
TWA  in  1967.  As  senior  vice  presi- 
dent for  external  affairs.  Smart  was 
Tillinghast's  acquisitions  man,  having 
landed  both  Hilton  and  Canteen. 

Inside  Track 

True,  the  official  announcement 
from  TWA  merely  said  that  Smart 
had  been  named  vice  chairman,  with 
responsibility  for  Hilton,  Canteen  and 
finance,  and  that  Tillinghast  would 
stay  on  for  another  year  as  CEO.  It 
also  said  that  another  senior  vice 
president,  finance  man  C.E.  (Ed) 
Meyer,  48,  would  become  president 
and  "chief  airline  executive."  To  some 
it  appeared  that  Meyer,  running  the 
airline,  and  Smart,  running  the  rest 
of  the  company,  had  been  pitted  in  a 
one-year  runoff  for  the  top  job.  In- 
deed, Meyer,  assigned  the  more  criti- 
cal part  of  the  company,  seemed  to 
be  running  on  the  best  track. 

But  a  few  moments'  conversation 
with  Tillinghast  set  matters  straight. 
"Ed  Meyer  is  running  the  airline,"  he 


New  Men  At  TWA:   Ed  Smart  will   run  the  companv    Ed   Meyer  the  airline. 


says,  peering  hard  from  beneath  his 
drooping  brow,  "and  Ed  Smart  and  I 
are  not."  Translation:  Smart,  working 
alongside  Tillinghast,  is  in  overall 
charge  and  will  take  the  CEO  title 
officially  a  year  from  now. 

Where  does  all  this  leave  TWA? 
Better  off  than  before,  certainly,  but 
still  deep  in  a  hole.  Both  Smart  and 
Meyer  seem  to  agree  that  Wiser— his 
forced  resignation  and  the  airline's 
$121-million  1975  loss  notwithstand- 
ing—made just  about  all  of  the  cost- 
reduction  moves  that  are  practical. 
Gone  are  some  6,000  employees,  nine 
747s  sold  to  Iran,  the  Pacific  and  Eu- 
ropean routes  exchanged  in  a  massive 
swap  with  Pan  Am.  Postponed  are  a 
slew  of  new  plane  deliveries  and, 
now,  a  year's  worth  of  debt  payments. 
The  only  other  cutback  Meyer  will 
make  as  airline  boss  is  an  additional 
2%-to-3%  reduction  in  flight  capacity. 

Thanks  to  the  cuts  already  made, 
TWA  is  virtually  guaranteed  that 
1976  will  be  a  great  deal  better  than 
1975.  Some  of  last  year's  losses  were 
caused  by  severance  payments  to 
laid-oft  employees  and  by  write-offs  on 

the  planes  sold  to  Iran.  Both  these 
losses  are  behind  the  company  now. 
Furthermore,  because  it  was  hit  ear- 
lier than  most  by  soaring  costs,  TWA 
will  not  suffer  as  badly  year-to-year  on 
fuel  comparisons  as  some  of  its  rivals. 

But  the  company  is  very  far  from 
being  out  of  the  woods.  Smart  figures 
"there  is  just  a  possibility"  that  the 
airline  can  earn  a  small  profit  on  inter- 
national operations  this  year,  but  he 
has  no  such  hopes  for  the  more  impor- 
tant domestic  operations.  A  nice  pick- 
up in  traffic  plus  a  hefty  fare  increase 
would  certainly  cut  the  airline's  losses, 
but  neither  Smart  nor  Meyer  foresees 
a  possibility  of  black  ink  in  1976. 
Indeed,  both  figure  that  TWA  over- 
all will  remain  in  the  red  this  year, 
even  with  $30-million-plus  of  profits 
from  Hilton  International  and  Canteen 
Corp.  to  offset  airline  losses. 

So  about  the  best  TWA  can  hope 
for  in  1976— what  with  losses  reduced 
and  debt  payments  postponed— is  to 
begin  rebuilding  its  cash  flow.  Last 
year's  $86-million  earnings  deficit  in 

the  face  of  a  $120-million  deprecia- 
tion flow  obviously  didn't  permit 
much  cash  buildup.  When  he  finally 
retires  a  year  from  now,  Charlie  Til- 
linghast doesn't  have  much  hope  of 
going  in  a  wave  of  glory— but  there 
is  a  good  chance  he  may  have  TWA 
back  on  the  road  to  solvency.  ■ 
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The  Artful  Dodger 

Kennecott  may  be  winning  its  long,  costly  fight  to 
keep  Peabody  Coal.  But  what  will  it  have  gained? 


If  at  first  you  don't  succeed,  stall, 
stall  and  stall  again.  That's  the  tactic 
that  big  miner  Kennecott  Copper 
Corp.  has  used  in  an  eflFort  to  block 
federal  eflPorts  to  make  it  give  up  Pea- 
body  Coal  Co.  It  has  been  expensive 
stalling,  costing  stockholders  millions 
in  legal  fees  and  executive  time. 

The  Federal  Trade  Commission  in 
1971  ordered  Kennecott  to  sell  Pea- 
body  under  the  "potential  entrant" 
doctrine— arguing,  that  is,  that  Ken- 
necott could  have  gotten  into  coal  on 
its  own  instead  of  buying  an  existing 
big  company.  Again  and  again  Ken- 
necott appealed— to  the  courts  and 
the  FTC.  Again  and  again  it  lost.  But 
in  the  end  it  may  win. 

While  ostensibly  talking  with  po- 
tential buyers,  Kennecott  President 
Frank  R.  Milliken  clearly  was  hoping 
they  would  go  away.  Kennecott  said 
that  it  wanted  $1  billion  plus.  That 
alone  seemed  to  scare  away  some 
buyers.  While  Kennecott  was  delay- 


ing, other  big  companies  bought  into 
the  coal  industry— including  such 
giants  as  Exxon  and  Amax.  The  Gov- 
ernment's case  against  Kennecott— 
small  as  $l-billion  companies  go— be- 
gan to  look  less  convincing. 

At  one  point,  Milliken  went  to  the 
FTC  with  the  names  of  three  possible 
buyers  to  prove  that  Kennecott  was 
indeed  trying  to  comply  with  the 
divestiture  order.  Unimpressed,  the 
FTC  told  him  to  come  back  with  one 
firm  buyer  for  their  possible  approval. 
One  participant.  Cities  Service,  said  it 
couldn't  raise  the  money  in  time,  as 
did  another,  the  Tennessee  Valley 
Authority.  The  third,  the  ICM/Car- 
bomin  International  consortium  head- 
ed by  John  Samuels  III  (Forbes, 
May  1,  1975),  feels  the  $1  billion- 
plus  price  is  too  stiff. 

Meanwhile,  I.W.  Abel,  president  of 
the  big  United  Steelworkers  union, 
changed  his  mind  and  said  he  no 
longer  opposed  Kennecott's  control  of 


Peabody— after  Kennecott  promised  to 
double  production  within  a  decade. 
Nine  senators  on  the  Senate's  Public 
Works  Committee  sent  the  FTC  a  let- 
ter urging  a  review  of  the  divestiture 
order  in  the  interests  of  promoting 
U.S.  energy  independence. 

There  are  still  some  potential  buy- 
ers around,  but  they  don't  look  much 
more  serious  than  the  earlier  three. 
Howard  Phillips,  Oppenheimer  & 
Co.'s  corporate  finance  director,  heads 
a  utility  company  group,  but,  says  he: 
"The  odds  are  3-to-l  against  us  finish- 
ing the  deal."  One  legal  problem  for 
Phillips'  utility  backers  is  the  fact  they 
all  are  already  big  users  of  Peabody 
coal.  Another  group  of  utilities,  this 
time  23  rural  electric  cooperatives,  are 
also  in  the  picture,  but  they  could 
have  trouble  raising  the  money. 

The  continued  reluctance  of  the 
buyers  reinforces  the  suspicion  in  the 
minds  of  many  observers  that  Ken- 
necott has  been  asking  an  unrealisti- 
cally  high  price.  That  way  it  ap- 
peared to  be  conforming  to  the  FTC 
order  while  actually  buying  time. 

The  Samuels  group  cites  a  study  by 
Dillon,  Read  &  Co.,  suggesting  that 
Peabody  isn't  worth  anywhere  near 
$1   billion.    Most   of   Peabody's    con- 


Stubborn  Frank  Milliken, 
president  of  Kennecott  refuses 
to  be  stripped  of  Peabody's 
51  U.S.  and  four  Australian  coal 
mines  for  less  than  "a  billion 
dollars  plus,"  cash  on  the 
barrel  head.  Does  Milliken,  who 
paid  $583  million  for  Peabody  in 
1968,  know  something  that  would- 
be  buyers  don't? 
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tracts  are  long-term  ones,  ten  to  30 
years,  written  when  coal  was  much 
cheaper.  Despite  some  renegotiation 
of  terms,  the  average  price  on  Pea- 
body's  contracts  is  only  $10  a  ton,  vs. 
$25  for  the  average  utility  contract. 

It  is  certainly  true  that  Peabody  so 
far  has  been  only  marginally  profit- 
able for  Kennecott.  It  lost  money  in 
1973  and  1974  in  the  U.S.,  and  earned 
under  $22  miUion  on  sales  of  $500 
million  last  year.  Earnings  should  be 
up  this  year,  as  Kennecott  has  retired 
a  $300-million  production  payment  it 
used  to  pick  up  Peabody  (total  cost: 
$583  milhon).  But  Kennecott  has 
been  capitalizing  mining  costs  during 
the  production-payment  period,  and  a 
new  buyer  will  face  high  capital  costs 
to  modernize  mines  neglected  by  Ken- 
necott during  its  battle  with  the  FTC. 

Of  course,  Peabody  owns  vast  re- 
serves in  the  Midwest  and  Western 
states.  But  as  an  FTC  source  points 
out,  environmentalist  legislation  and 
battles  with  resident  Indian  tribes 
make  just  about  any  figure  placed  on 
the  long-term  value  of  Peabody  as 
reasonable  as  the  next. 

Newmont  Mining,  one  of  Kenne- 
cott's  copper  competitors,  tried  offer- 
ing a  low-ball,  $800-million  bid  along 
with  Texasgulf  and  the  Williams 
Cos.  Part  of  the  deal  included  a  pro- 
duction payment  instead  of  cash.  Mil- 
liken  nixed  that.  But  it  was  possibly 
a  realistic  offer. 

New  Umpires 

Lending  credence  to  the  belief  that 
Kennecott's  apparent  delaying  tactics 
are  paying  off  is  the  fact  that  the 
makeup  of  the  FTC  is  changing.  Two 
members,  including  the  chairman, 
have  resigned.  It's  possible  that  a 
commission  again  at  full  strength 
could  muster  up  a  3-to-2  majority  to 
reopen  the  divestiture  order. 

Kennecott  President  Milliken  says 
he  owes  it  to  stockholders  to  fi^t 
divestiture  to  the  bitter  end.  Milliken 
is  a  stubborn  man.  But  whether  his 
stockholders  will  benefit  from  the  re- 
tention is  an  open  question.  Peabody 
has  not  done  well  as  part  of  Kenne- 
cott. Developing  Peabody 's  resources 
will  take  hundreds  of  millions  of  dol- 
lars, and  Kennecott  is  already  in  a 
capital-intensive  industry.  As  corpo- 
rate diversification,  Peabody  looks  less 
than  ideal  for  Kennecott,  whose  basic 
business  is  wildly  cyclical  and  is  right 
now  terribly  depressed. 

At  this  i)oint,  probably  all  that 
Milliken  needs  is  to  win  a  reopening 
of  the  case.  As  one  FTC  source  says: 
"If  that  happens,  it's  all  over.  We're 
not  going  to  try  this  thing  for  another 
eight  years." 

But  will  keeping  Peabody  be  worth 
the  lost  time  and  opportunities?  ■ 


The  aircraft  industry  knows  us. 
The  automotive  industry  knows  us. 
The  petroleum  industry  knows  us. 
The  construction  industry  knows  us. 
The  paper  industry  knows  us. 
Even  the  shoe  polish  industry  knows  us. 

Shouldn't  you  know  us? 

Today,  80  of  the  world's  airlines  use  our  polyurethane  Alumigrip®  paint  system. 
Today,  virtually  every  model  produced  by  Detroit's  Big  Four  carries  one  of  our 
products. 

Today,  our  Prufcoat"  anti-corrosive  coating  is  one  of  the  leading  protective 
coatings  used  for  refineries  and  ofF-shore  rigs. 

Today,  we're  the  largest  manufacturer  of  bridge  coatings  in  the  world. 
Today,  we've  created  a  high  solids  coating  that  can  be  cured  at  half  the  normal 
temperature.  Which  can  save  enormous  amounts  of  energy  in  the  future. 
Today,  we  are  opening  up  paper  and  printing  industries  to  water-base  resins. 
The  shoe  polish  industry  is  changing  to  our  water-base  polymers.  We've  devel- 
oped systems  by  which  people  choose  color  that  is  compatible  with  them. 
Today,  we  hold  a  patent  on  a  process  to  manufacture  powder  paint 
which  may  become  one  of  the  important  developments 
in  the  coating  industry  in  decades. 
We've  just  declared  our  47th 
consecutive  quarterly  dividend. 
In  addition  a  5% 
stock  dividend 
has  been  declared 
which  increases 
total  stock  dividends  to 
58%  since  1965.  Both 
dividends  are  payable 
January  30th  1976  to 
shareholders  of  record 
January  9th  1976. 
If  you  don't  know  us,  don't 
you  think  it's  time  you  did? 
Tor  an  annual  report  that  tells 
you  who  we  are  and  what  we 
do,  write  us:  345  Park  Avenue, 
New  York.  N.Y.  10022. 

Grow  ^ 
Chemical 

We  have  the  Future  Covered. 
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The  Numbers  Game 


fiSJMxiatme  -w.jir'. 


Much  Ado  About  Nothing 


Third  down  and  long  yardage.  Deep 
in  Jets  territory.  Namath,  fading  back, 
looks  downfield.  Then— the  bomb! 

That's  what  it  felt  like  initially  to 
the  members  of  the  Financial  Ac- 
eonnting  Standards  Board  when  they 
fired  off  their  first  exposure  draft  on 
marketable  securities  in  November  af- 
ter just  60  days'  labor.  A  quick,  bold 
stroke  that  would  erase  all  those  years 
of  fumbling  with  the  controversial 
(juestion  of  portfolio  valuation  by  the 
eld  Accounting  Principles  Board! 

In  a  matter  of  days,  however,  the 
accountants  were  rudely  awakened. 
There  was  no  receiver  downfield.  And 
when  they  brought  out  the  yard- 
sticks on  the  final  version  of  the  FASB 
marketable  securities  exposure  draft 
last  December,  it  was  a  flimsy  patch- 
work of  compromise,  loopholes  and 
exceptions  that  amounted  to  no  gain. 

The  whole  affair  illustrates  the  dif- 
ficulty of  trying  to  reduce  financial 
reports  to  anything  like  precision.  In 
the  opinion  of  a  good  many  business- 
men and  accountants,  the  whole  pro- 
posal made  things  worse,  not  better. 
Typical  was  the  initial  response  of 
lohn  Skipper,  vice  president  and  top 
financial  officer  of  fat-portfolioed 
Leaseway  Transportation.  "If  you 
think  we  have  a  credibility  gap  with 
investors  now,"  he  said,  "this  proposal 
would  just  about  take  it  all  away!" 

Huffed  American  Express'  man- 
agement, "It's  unbelievable  that,  to 
a\oid  a  minor  audit  difficulty  in  ap- 
prai.sing  impairment  of  value,  steps 
would  be  taken  to  reduce  substantial- 
ly incentives  to  own  equities  at  a 
time  when  there  is  unanimous  judg- 
ment that  this  country  needs  trillions 
of  dollars  of  capital." 

Such  reactions  were  as  predictable 
as  they  were  vehement.  For  so-called 
"float  companies"  like  American  Ex- 
press, Sperry  &  Hutchinson  and  Blue 
Chip  Stamps  or  Time  Inc.  and  Lease- 
way  Transportation,  whose  businesses 
typically  generate  large  amounts  of 
up-front  cash  floats  that  are  invested 
in  securities,  the  initial  FASB  draft 
would  have  had  an  enormous  impact 
on  reported  earnings— cutting  them 
sharply  in  the  bear  market  of  1974, 
and  boosting  them  shaiply  in  the  ral- 
ly of  1975.  Many  large  conglomerates 
would  have  been  similarly  affected. 

What  the  long  bomb  from  the 
FASB  sought  to  force  most  compa- 
nies to  do  was  to  mark  equity  invest- 
ments to  the  lower  of  cost  or  market 
—immediately    and    retroactively.    In 


the  past,  companies  had  the  option 
of  treating  their  equity  investments 
either  as  current  assets,  carried  at  the 
lower  of  cost  or  market,  or  as  non- 
current  assets,  carried  at  cost  until 
sold.  Thus,  if  the  price  of  a  particular 
stock  fell  below  cost,  some  companies 
(notably  Signal  Cos.)  were  reluctant 
to  charge  the  difference  to  earnings, 
and  instead  simply  switched  it  from 
current  to  noncurrent  status.  The 
ckaft  would  have  ended  the  switches. 

Whose  Ox  Was  Gored? 

American  Express  reported  earn- 
ings gains  of  from  3%  to  6%  for  the 
first  three  quarters  of  1975,  for  ex- 
ample. If  the  FASB's  original  draft 
had  taken  effect,  those  gains  would 
have  ranged  from  51%  to  72%.  The 
travel  services  of  American  E.xpress, 
which  report  publicly,  would  have 
shown  a  354%  increase  in  one  quarter 
instead  of  just  a  30%  increase. 

Over  at  Leaseway,  the  FASB  draft 
would  have  chopped  28%  off  of  1974 
earnings,  and  then  added  21%  to 
1975's  nine-month  results.  Per-share 
earnings  at  S&H  would  have  been  cut 
from  $1.35  to  72  cents  in  1974,  but 
increased  25%  for  the  first  nine 
months  of  1975. 

Conglomerates  like  International 
Telephone,  Gulf  &  Western,  Loews 
and  Transamerica  also  would  have 
been  whipsawed.  Had  ITT's  Harold 
Geneen  been  forced  to  mark  down  his 
big  equity  portfolio  to  market  in 
1974,  he  would  have  had  to  chop 
earnings  by  $177  million.  Then  by 
November  1975,  he  could  have  added 
most  of  that  back.  Transamerica's 
1974  annual  report  disclosed  the  un- 
realized losses  that  appeared  in  the 
income  account  in  a  parenthetical 
statement.  Its  $39  million  in  earn- 
ings would  have  been  largely  wiped 
out  by  $44  million  in  unrealized  pre- 
tax losses.  In  1975,  however,  the  re- 
verse would  have  been  true. 

What  on  earth  was  the  point  of  in- 
jecting such  wild  swings  into  report- 
ed earnings  when  everyone  knew  that 
eventually  those  equity  investments 
would  recoup  their  losses?  So  argued 
the  companies  with  the  fat  portfolios. 
Actually  the  idea  came  from  a  commit- 
tee at  the  American  Institute  of  Cer- 


tified Public  Accountants  in  the 
depths  of  the  1974  bear  market  when 
the  portfolio  assets  of  many  companies 
were  worth  hundreds  of  millions  less 
than  their  reported  cost  value.  In  ad- 
dition, the  Securities  &  Exchange 
Commission  issued  Accounting  Series 
Release  No.  166  in  December  1974, 
which  called  for  greater  disclosure  of 
security  gains  and  losses  and  "sug- 
gested" that  the  FASB  consider  the 
(|uestion  of  securities  valuation. 

By  the  time  the  FASB  got  around 
to  it  one  year  later,  says  George  Cat- 
lett,  a  partner  of  Arthur  Andersen  and 
a  former  member  of  the  now-defunct 
Accounting  Principles  Board,  the 
problem  had  simply  gone  away. 
"There  is  nothing  currently  pressing 
about  the  marketable  securities  prob- 
lem," says  Catlett.  "In  1975  the  mar- 
ket was  up." 

That,  of  course,  is  precisely  why 
the  old  Accounting  Principles  Board 
did  nothing  about  portfolio  valuation 
after  extensive  hearings  in  1971.  That 
problem  seemed  to  go  away  too. 

So  the  stage  was  set  for  compro- 
mise. Predictably,  the  compromises 
that  followed  pleased  few  and  an- 
gered many.  "In  several  critical  ac- 
counting areas,  the  initial  FASB  ex- 
posure draft  went  from  at  least  a 
somewhat  tenable  theoretical  position 
to  several  untenable  positions  in  their 
final  statement,"  says  Arthur  Ander- 
sen's Catlett.  "It's  now  a  hodgepodge 
of  accounting  theories.  The  unin- 
tended result  could  well  be  farther 
confusion." 

That's  putting  it  mildly.  For  one 
thing  the  final  FASB  statement  con- 
tinues to  overlook  some  regulated  in- 
dustries where  specialized  accounting 
is  u.sed,  like  mutual  life  insurance. 
But  it  does  apply  in  some  cases  to 
the  consolidated  statements  of  con- 
glomerates that  own  insurance  com- 
panies. The  statement  covers  .savings 
banks  and  savings  &  loan  associations. 
Yet  it  excludes  nonprofit  enterprises 
like  university  endowments. 

Nor  does  the  statement  apply  to 
all  equity  securities.  It  applies  to  com- 
mon stocks,  warrants,  rights  and  op- 
tions, plus  some  preferred  stocks.  But 
any  preferred  stock  that  is  redeem- 
able,   including    convertibles,    is    ex- 
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eluded.  Bonds  that  are  convertible 
into  common  stock  are  also  excluded. 
Why  didn't  the  FASB  come  to 
grips  with  the  main  question:  How  to 
value  all  marketable  securities?  "We 
realized  that  if  we  didn't  narrow  the 
scope  to  equity  securities  we  couldn't 
get  anything  resolved  in  time  for 
1975,"  says  the  FASB's  J.T.  Ball,  di- 
rector of  emerging  problems.  "We 
felt  that  the  equity  valuation  problem 
was  more  pressing  and,  besides,  it 
didn't  involve  breaking  major  new 
theoretical  ground." 

Costly  Compromise 

Having  shied  away  from  "breaking 
major  new  theoretical  ground,"  how- 
ever, the  FASB  wound  up  perpetuat- 
ing existing  problems.  When,  for  ex- 
ample, should  a  common  stock  be 
listed  as  a  current  asset  and  when  as  a 
noncurrent  asset?  The  FASB  state- 
ment ducked  the  question.  Perhaps 
because  the  distinction  is  meaningless 
to  start  with. 

Clearly,  however,  whether  a  com- 
mon stock  is  a  current  or  a  noncur- 
rent asset  can  make  quite  a  differ- 
ence on  the  income  statement  of  the 
company  that  owns  it.  Gains  or  losses 
in  value  on  a  current  asset  are  cred- 
ited or  charged  to  net  income.  But 
gains  or  losses  in  value  on  a  non- 
current  asset  are  credited  or  charged 
to  stockholders'  equity,  bypassing  the 
income  statement  altogether.  The  sec- 
ond is  the  type  of  accounting  prac- 
ticed by  most  insurance  companies 
who  run  gains  or  losses  on  equity  se- 
curities through  "surplus."  "What  the 
FASB  wound  up  doing,"  says  Cat- 
lett,  "was  to  put  everyone  on  the  in- 
surance 'to  surplus'  approach.  That 
sets  us  back  years  in  accounting." 

It  is  also  a  step  backward  in  con- 
sistency. Convertible  bonds  are  mar- 
ketable securities,  for  example.  They 
change  in  value  every  day  just  as 
common  stocks  do,  although  usually 
to  a  lesset  extent.  Why  should  they 
be  treated:  differently?  Or  what  about 
mortgages,  which  are  also  marketable 
and  constantly  changing  in  value?  By 
mandating  special  treatment  for  one 
type  of  marketable  security,  the  FASB 
has  simply  undermined  the  meaning 
of  corporate  income  statements. 

What's  more,  1975  income  state- 
ments and  .balance  sheets  will  not 
necessarily  be  comparable  with  1974, 
because  the  FASB  dropped  its  re- 
quirement for  retroactive  restatement. 

Says  one  smiling  financial  officer, 
"The  FASB  may  have  scored  early, 
but  we  won  the  game."  ■ 


Community  colleges  that  train  workers 
for  jFree  are  in  a  pretty  surprising  state. 


There  are  23  oommunity 
colleges  in  Virginia,  with  32 
oonMenient  cannpuses.  And  to- 
gether they  provide  irxiustiv 
with  thousands  of  technically 
^  trained  workers  every  year. 

All  of  which  is  good,  but 
'hardly  surprising. 

What's  really  different 
about  these  colleges  is  that 
if  you're  planning  to  open  a 
plant  with  18  or  more  workers, 
they'll  recruit  and  train  them. 
For  free.  To  your  company's 
own  specifications. 

The  same  way  they've 
trained  oMer  40,000  other  work 
ers  over  the  last  7  years. 

Now  if  this  is  the  kind  of 
surprise  you  could  get  to  like, 
ma^be  ycxi  shouU  get  to  know 
more  about  Virginia.  A  state 
that's  full  of  them 

Ptofit  from  the 
Vigor  of  Virginia 


Write  Frank  Alspauij  .  1: 


_'ii  -  V  --  ^  -^-m  C03  State  Office  BIdg  Richmond.  Va  23219  Phone  (804)  786-3791 
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At  the  Essex  House,  we  take  great 
a\ pride  in  our  legendary  reputa- 
tion for  hospitality  and  impeccable 
service.  But  as  easy  as  it  would  be 
for  us  to  rest  upon  our  laurels,  we 
know  our  tradition  must  be  perpet- 
uated day  by  day,  guest  by  guest. 
A  most  private  restaurant. 

Room  service  at  our  Essex  House 
is  something  very  special,  indeed. 
Because  no  matter  if  your  order  is  a 
simple  refreshment,  a  light  snack  or 
any  one  of  our  superb  full  meals,  it 
comes  wrapped  in  fine  china,  crystal 
and  linens.  With  all  the  elegance 
and  service  of  a  fine  restaurant. 
Foreign  affairs. 

Our  guests  from  overseas  will  de- 
light in  the  fact  that  23  different 
languages  are  spoken  at  the  Essex 
"f  House.  We  offer  translation  services 


—  and  for  a  simplified  check-out, 
we'll  gladly  accept  your  native  cur- 
rency. It's  as  important  to  us  to 
make  a  guest  from  Rome,  Italy  as 
comfortable  and  happy  as  a  guest 
from  Rome,  New  York. 
Touch  and  go. 
These  examples  simply  illustrate 
the  lengths  to  which  we'll  go  to 
create  an  exceptionally  high  level  of 
hospitality  and  service  for  you. 
After  all,  living  up  to  our  myth  is 
what  has  helped  make  our  Essex 
House  such  a  big  hit. 

Harriott's. 
ESSEX  HOUSE 

All  you  need  to  know  about  hotels  in  New  York. 

160  Central  Park  South.  New  York.  N.Y.  10019. 

Telephone  for  your  reservation  (212)  247-0300.^ 

Or  toll  free  800-228-9290. 
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Crazy  Like  A  Fox 


Some  people  advertise  their  seriousness  by  acting 
serious.  Stan  Marsh  does  so  by  acting  frivolously. 


Fooling  With  Money.  Stanley  Marsh  deals  in  costly  pranks,  not  costly 
mistakes.  The  Cadillac  Ranch   (above)   is  just  one  of  the  "art  works" 
he  has  sponsored.  The  others  include  a  gigantic  plastic  pool  table  in 
the  sagebrush  that  regularly  startles  pilots  at  30,000  feet.  When 
a  visiting  executive  parked  in  his  spot,  Marsh  had  the  car  welded 
to  a  lamppost.  To  a  dinner  for  Japanese  students,  he  invited  only 
Texans  over  six-foot-four.  Legend  even  has  it  that  when  poachers 
strung  trap  lines  in  a  private  lake.  Marsh  reciprocated  by  planting 
three  accidentally  killed  monkeys,  dressed  in  miniature  scuba  gear  com- 
plete with  tiny  spear  guns.  Perhaps  alone  among  Marsh  stories,  it  isn't  true. 


^^■f  you  vi'ear  funny  clothes  and 
I  sit  in  your  oflBce  under  neon 
sculpttire,  tell  funny  stories  and  do 
pranks,  you're  left  alone  by  about  90% 
of  the  world,"  says  multimillionaire 
Stanley  Marsh  III,  38.  "It  acts  as  a  fil- 
ter and  you  get  a  lot  more  done." 

The  lanky,  mustachioed  Marsh  has 
a  lot  to  do:  He's  redeploying  most  of 
his  natural  gas  revenues  into  a  variety 
of  investments  he  thinks  will  ap- 
preciate faster,  such  as  real  estate, 
TV  stations,  German  Expressionist 
art,  banks,  cattle,  a  state-of-the-art 
computer  company.  Grandpa  Marsh 
helped  develop  a  vast  natural  gas 
field  in  the  Texas  Panhandle.  But  in- 
flation is  shrinking  the  gas's  value  (it's 
on  long-term  contracts  at  low  rates) 
as  it  is  being  physically  depleted. 

Marsh  conducts  his  aflFairs  in  a  man- 
ner they  never  taught  him  at  the 
Wharton  School.  He  takes  time  out 
to  toss  water  bombs  off  his  30th-floor 
office  balcony.  He  writes  letters  in 
giant  type  on  14  inch  by  18  inch  sta- 
tionery stamped  "top  sacred."  He  will 
hold  a  business  conference  over  a  pic- 
nic lunch  served  on  the  bear  rug  in 
his  office,  also  adorned  with  an  aged 
barber  chair,  a  papier-m4ch6  ele- 
phant's head,  Tunisian  saddles.  Hell 
stop  work  to  buy  a  yak  for  the  pri- 
vate zoo  on  the  family's  10,G00-acre 
spread  outside  Amarillo,  Tex.   (which 


also  boasts  his  "Cadillac  Ranch,"  ten 
tail-fin  vintage  Cadillacs  planted  nose 
down  in  a  wheat  field) . 

"My  office  entertains  me,"  explains 
Marsh.  "Since  I  don't  have  anything 
to  do  here,  if  the  phone  rings  with  a 
crisis,  I  have  the  time  available." 

Once  Marsh  invests  in  a  company, 
he  leaves  its  management  alone.  "I 
use  frivolity  the  way  other  people  use 
golf,  whiskey,  sin:  to  keep  from  get- 
ting bored.  On  days  that  nothing  hap- 
pens, if  I  don't  start  having  fun,  I'm 
liable  to  go  meddle  and  get  a  business 
in  trouble  that's  doing  perfectly  well 
by  itself." 

For  all  his  flamboyance,  no  one  un- 
derestimates Stanley  Marsh.  "Stanley 
thinks  in  his  sleep,"  vows  one  Texan 
who  was  on  the  losing  end  of  a  busi- 
ness battle  with  Marsh.  And  he's  suc- 
cessful. He  has  made  a  killing  in 
small  business  investment  corpora- 
tions and  banks.  His  Amarillo  TV  sta- 
tion, a  money-loser  when  he  bought 
it,  now  prospers  with  the  highest 
Nielsens  (60%)  of  any  ABC  television 
station  in  the  U.S.  in  a  three-signal 
market.  Marsh  concedes  his  reputa- 
tion for  eccentricity  may  close  some 
doors  to  him,  but  not  many.  "Intel- 
ligent people  will  treat  you  intelligent- 
ly or  not  deal  with  you  at  all,  regard- 
less of  your  style." 

Marsh  makes   some  of  his  invest- 


ments for  fun  as  well  as  profit.  He 
cornered  the  market  in  Israeli  bar- 
mitzvah  commemorative  coins,  "be- 
cause I  wanted  a  legal  monopoly."  He 
put  money  into  a  far-out  solar-energy- 
insulation  scheme  because  he's  inter- 
ested in  the  technology.  Just  for  the 
glamour  of  it.  Marsh's  mother  wanted 
to  back  the  jet-set  designer  Halston 
when  he  set  out  on  his  own  after  do- 
ing hats  for  Bergdorf  Goodman.  The 
investment  proved  a  gusher  when  Hal- 
ston sold  out  to  Norton  Simon  Inc. 
Marsh's  falling  in  love  (with  the  girl 
from  the  ranch  next  door)  also  proved 
serendipitous:  The  bride  brought  a 
cattle  fortune  into  the  family  fold. 

There  is  method  behind  most  of 
Marsh's  madness.  One  of  his  chief 
aides  is  a  Marxist  historian.  Explains 
Marsh:  "A  Marxist  understands  capi- 
talism in  a  different  way  from  a  Mil- 
ton Friedman.  I  want  to  know  all  the 
rules  of  the  game  so  I  can  win." 

One  investment  area  where  Marsh 
admits  to  being  a  loser  is  the  stock 
market.  "Instead  of  buying  stocks,  I 
bought  'hot'  brokers,"  he  says.  Marsh 
dropped  a  bundle.  Now  he  keeps  ju.sl 
enough  money  in  stocks  to  backstop 
his  frivolity:  "In  case  it  turns  out  I'm 
the  most  incredibly  na'ive  fool  that 
ever  walked  the  earth"  in  making  all 
the  other  investments.  It's  not  likely 
he'll  need  the  backup.  ■ 
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As  I  See  It 

To  Tell 

Or  Not  To  Tell 


James  of  Arthur  Young 


"There  were  no  guidelines;  after  the 
fact,  business  is  being  told,  'Oh,  my, 
look  what  you've  done!'  "  In  those 
words,  David  James,  a  managing 
partner  of  Arthur  Young  &  Co.,  is 
complaining  about  the  Securities  & 
Exchange  Commission  crackdown  on 
companies  like  Gulf  Oil,  Northrop 
and  United  Brands  for  failing  to  tell 
stockholders  about  large  "payments" 
to  foreign  government  officials. 

Below,  James  explains  the  problems 
the  new  morality  poses  for  accoun- 
tants, and  SEC  chief  accountant  John 
(Sandy)  Burton  offers  a  rebuttal. 


What  do  you  mean  "there  are  no 
guidelines"  for  corporate  payoffs  to 
foreign  officials,  Mr.  James? 

James:  At  the  moment  there  is  no 
requirement  at  all  for  disclosing  over- 
seas commission  payments  that  may 
go  directly  or  indirectly  to  officials  of 
foreign  governments. 

So  your  objection  is  that  the  SEC 
has  imposed  a  standard  of  morality 
that  didn'f  exist  before? 

James:  Yes,  and  I  would  go  further 
and  say  that  the  moral  standard  is  still 
undefined.  None  of  these  cases  has 
been  adjudicated  so  far.  All  of  these 
companies  except  United  Brands  have 
entered  into  consent  decrees.  So  the 
matter  really  hasn't  gone  to  court. 

In  this  case,  the  SEC  has  bypassed 
its  own  rule-making  procedures  and 
to  this  day  they  have  not  said:  "These 
are  the  kinds  of  situations  that  should 
be  disclosed  and  here  is  an  acceptable 


manner  in  which  to  disclose  them." 
Now  if  they  would  do  that,  it  would 
give  industry  a  chance  to  comment, 
and  it  would  give  the  executive 
branch  and  Congress  an  opportunity 
to  think  about  the  implications  of  dis- 
closure on  employment,  gross  national 
product,  foreign  policy— in  a  dispas- 
sionate, nonhysterical  manner.  Guide- 
lines could  be  set  forth,  and  everyone 
would  know  the   rules  of  the   game. 

//  a  company  is  engaged  in  large- 
scale,  covert  payoffs  to  foreign  politi- 
cians, doesn't  it  compromise  the  pro- 
fessional ethics  of  an  outside  auditor 
not  to  demand  at  least  full  disclosure 
of  such  practices  to  shareholders? 

James:  Well,  the  written  ethics  of  the 
accounting  profession  just  don't  deal 
with  the  subject.  You're  dealing  with 
a  myriad  of  transactions  that  might  be 
construed   as   improper   by   someone. 

Suppose  you,  as  an  auditor,  dis- 
cover that  a  client  has  paid  a  sig- 
nificant bribe  to  a  foreign  govern- 
ment.  Hotu  would  you  handle  that? 

James:  The  one  thing  I  am  sure  of, 
when  we  encounter  these  in  a  client 
situation,  is  that  I  want  the  entire 
board  of  directors  to  be  aware  of 
the  situation.  Now  where  you  go  from 
there  depends  on  the  situation. 

You  wouldn't  require  disclosure? 

James:  I  think  it  is  appropriate  to 
evaluate  risks  in  the  financial  state- 
ments. Could  a  pattern  of  payments 
to  foreign  government  officials  jeop- 
ardize   assets,    contracts    in    process 


and  so  on?  Could  they  detract  from 
using  historical  financial  statements 
as  an  indicator  of  future  operations? 
If  you  decide  the  assets  could  be  in 
jeopardy,  or  that  the  financial  state- 
ments—to be  meaningful— require  dis- 
closure of  such  payments,  then  I 
think  disclosure  is  necessary. 

I'm  not  sure,  however,  that  the 
risks  resulting  from  obtaining  con- 
tracts through  payments  flowing  di- 
rectly or  indirectly  to  government  of- 
ficials are  anywhere  near  as  great  as 
the  inherent  risks  of  doing  business  in 
some  of  these  countries:  the  risks  of 
coup  d'etat,  expropriation,  inflation, 
exchange  rates  slipping  dramatically. 

With  the  great  public  outcry 
against  such  corporate  payoffs  at  the 
moment,  you  as  auditors  face  the  risk 
of  class-action  lawsuits  if  you  don't 
require  disclosure,  don't  you? 

James:  That  has  to  be  a  factor,  al- 
though I  have  to  admit  I  hadn't 
thought  of  it  until  you  raised  it. 

But  the  fact  of  the  matter  is  that 
auditors  aren't  responsible  for  trying 
to  find  out  whether  bribery  is  actual- 
ly taking  place. . . . 

James:  Auditing  in  this  country  is 
based  on  the  presumption  of  man- 
agerial integrity.  To  approach  it  on 
any  other  basis  would  make  auditing 
prohibitively  expensive.  Generally 
speaking,  you  get  representations 
from  top  management  and  from  out- 
side legal  counsel  that  there  are  no 
contingencies  that  the  auditors 
haven't  been  advised  of  hanging  o\er 
the  corporation's  head. 
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GUESS 
WHOJUSTPUT 
TOGETHER 
THE  BIGGEST 
BANK  MERGER 
INlLS.HISTORir 


If  you  guessed  Marine  means  one  big,  solid  bank  with  services  and  capabilities  you'd 

Midland,  you  guessed  right.  over  $11  -billion  in  assets.  More  expect  from  one  of  the  12  largest 

The  new  Marine  Midland  than  $500- million  in  capital  banks  in  the  United  States. 

Bank.  Created  as  of  January  1,  and  reserves.  Over  300  The  brand  new  Marine 

1976  by  the  merger  of  ten  branches,  29  overseas  offices.  Midland  Bank, 

regional  banks.  and  22  associated  financial  Who  would  have  guessed? 

Now  "Marine  Midland"  institutions.  And  of  course,  the  Marine  Midland  Bank. 


As  I  See  It 


So  really  you'd  leave  it  up  to  the 
directors  to  deal  with  payments  to 
foreign  government  officials? 

James:  In  my  opinion,  every  board 
of  directors  and  every  member  of  se- 
nior management  should  put  together 
a  general  code  of  conduct  for  their 
corporation.  Then,  if  there  are  some 
oveiwhelming  business  reasons  to  de- 
viate from  that  code  of  conduct, 
there  should  be  a  full  airing  within 
the  board  as  to  why  that's  necessary. 
That  kind  of  approach  would  go  a 
long  way  toward  keeping  corpora- 
tions from  the  kinds  of  problems 
they've  been  encoimtering  recently. 

On  what  authority,  Mr.  Burton,  did 
the  SEC  bring  injunctive  actions 
against  companies  like  Gulf  Oil? 

Burton:  The  Commission  has  a  blan- 
ket rule  that  says  you  must  give  all 
information  necessary  to  make  financial 
statements  not  misleading.  Our  view  is 
that  in  cases  like  Gxilf  Oil  and  United 
Brands  this  was  highly  material  infor- 
mation about  the  operations  of  the 
business— meaning  significant  to  inves- 
tors, which  is  the  Supreme  Court's  test 
of  materiality— and  that  the  absence 
of  disclosure  made  the  financial  state- 
ments misleading. 

David  James  of  Arthur  Young  ar- 
gues that  there  were  no  guidelines 
on  the  topic  of  overseas  bribery. 

Burton:  We  don't  think  that  it's  rea- 
sonable to  say  that  you  have  to  wait 
for  a  rule  when  you  run  across  really 
significant,  egregious  cases.  We 
brought  suit  in  cases  we  felt  were 
pretty  gross  abuses. 

Now  a  guideline  would  be  helpful, 
and  we've  done  some  work  trying  to 
write  guidelines.  The  di£Bculty  is  that 
to  write  a  rule  you've  got  to  be  able 
to  cover  100%  of  the  cases.  There  are 
lots  of  gray,  areas.  I  don't  think,  for 
example,  w^  want  to  say  that  any  il- 
legal payment,  no  matter  what  size,  is 
by  definition  "material."  There  are 
payments  made  overseas,  which  are 
probably  made  in  the  U.S.  too,  which 
essentially  are  for  improved  normal 
ministerial  services— paying  the  post- 
man to  have  the  mail  delivered  sooner 
and  that  sort  .of  thing,  which  clearly 
aren't  necessary  disclosures.  We  are 
bringing  enforcement  actions  against 
those  10%  of  the  cases  we  feel  lie  at 
the  extreme  end. 

But  how  does  an  outside  auditor 


know  if  the  SEC  thinks  his  client  is 
in  an  extreme  area  or  a  gray  area? 

Burton:  If  the  auditor  or  his  client 
has  come  in  and  wanted  to  talk  to 
our  Division  of  Enforcement  or  our 
Division  of  Corporation  Finance 
about  what  would  be  appropriate 
disclosure  xmder  particular  circum- 
stances, we've  been  happy  to  sit  down 
and  give  them  our  view  as  long  as 
they  give  us  the  full  story. 

What  sorts  of  factors  do  you  take 
into  consideration  in  making  your  dis- 
closure recommendation? 

Burton:  There  are  about  four  or  five 
things  that  have  to  be  considered.  .  .  . 

First,  there  is  the  question  as  to 
whether  the  payment  is  within  the 
normal  corporate  accoiuitabiUty  sys- 
tem, or  whether  it  was  made  in  cash 
or  disguised  in  some  fashion. 

Second,  was  the  top  management 
of  the  corporation  involved?  Or  was 
it  something  that  happened  unbe- 
knownst to  senior  management? 

Third,  what  is  the  magnitude  of 
the  earnings  generated  by  the  line  of 
business  that  is  supported  by  these 
types  of  payments?  How  material  are 
they  to  the  total  corporate  picture? 

Fourth,  what  about  the  materiahty 
of  the  assets  that  would  be  at  risk  if 
such  payments   came  to  be  known? 

Can  you  give  us  an  example  of 
what  the  Commission  regards  as  ap- 
propriate disclosure  in  the  area  of 
overseas  payoffs? 

Burton:  You  might  look  at  the  Cities 
Service  approach  in  their  1975  filings, 
which  we  in  effect  blessed. 

Your  four  factors  seem  like  a  com- 
monsense  guideline.  Why  don't  you 
publish  them? 

Burton:  Because  in  a  rule  you  can't 
say  "in  addition  to  this,  just  use  com- 
mon sense."  That's  not  something  a 
rule  can  say. 

An  SEC  injunction  isn't  much 
more  than  a  slap  on  the  wrist.  The 
company  neither  admits  nor  denies 
guilt.  Isn't  the  implied  enforcement 
really  the  potential  class-action  civil 
lawsuits  that  may  follow? 

Burton:  Oh,  stue.  That's  essential  in 
ovu-  approach— to  estabhsh  civil  lia- 
bility. We  know  that  class  actions  and 
these  sorts  of  things  follow.  ■ 


HERE^ 
WHa 


IVIAmrJE   rVIIOLAIMD  BAIMK 


Total  investment  securities $  1.4  billion 

Total  loans  and  mortgages 6.4  billion 

Other  assets  3.2  billion 

Total  assets $11.0  billion 

Total  deposits $  9.1  billion 

Capital  and  reserves  for  possible 

loan  losses 6  billion 

Other  liabilities 1.3  billion 

Total  liabilities,  reserves 

and  capital  $11.0  billion 
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HERE'S  WHERE 

IN  NEW  YORK  STATE 

Main  Offices  In: 

Buffalo— One  Marine  Midland  Center,  14240 
New  York-140  Broadway,  10015 
Other  Regional  Headquarters  in: 
Syracuse-One  Marine  Midland  Tower,  13201 
Rochester-One  Marine  Midland  Plaza,  14639 
Binghamton-One  Marine  Midland  Plaza,  13902 
Troy-4th  &  Grand  Streets,  12180 
310  other  banking  offices  throughout  New  York 
State,  plus  41  other  offices  in  12  states 

WORLDWIDE 

EUROPE  AND  THE  MID-EAST 

Branch  Banking  Offices  in  London  and  Paris 
A  Merchant  Bank  in  London 
Other  offices  in  Beirut,  Brussels,  Frankfurt, 
Madrid,  Rome,  and  Tehran 

ASIA 

Branch  Banking  Offices  in  Singapore  and  Tokyo 
Other  offices  in  Hong  Kong,  Jakarta,   Manila, 
Seoul,  Sydney,  and  Tokyo 

THE  AMERICAS 

Branch  Banking  offices  in  Panama  City  and 

Nassau 
Other  offices  in  Bogota,  Buenos  Aires,  Caracas, 

Mexico  City,  Panama  City,  Rio  de  Janeiro,  Sao 

Paulo  and  Toronto 

ASSOCIATED  FINANCIAL 
INSTITUTIONS  in  Australia,  Brazil, 
Canada,  Cayman  Islands,  Colombia,  Costa  Rica, 
France,  Hong  Kong,  Ireland,  Italy,  Japan, 
Lebanon,  Malaysia,  New  Zealand,  Panama,  Phil- 
ippines, Turkey,  and  Venezuela 

ivi/xmrjE  iviic3i-/xi\ic3 

B/\I\IK 

Member  FDIC 
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Faces  Behind  the  Figures 


Physician, 
Heal  Tiiyself 

As  tlie  U.S.'  fourth-biggest  public  re- 
lations agency  (total  1975  fee  bill- 
ings: $6  million).  New  York-based 
Ruder  &  Finn  has  been  big  on  push- 
ing "coiporate  responsibility."  From 
helping  out  on  the  New  Frontier  to 
presiding  over  coffee  klatches  for  busi- 
nessmen and  philosophers  to  publish- 
ing inspirational  posters  for  board- 
rooms, the  principals  of  the  big  agen- 
cy—William Ruder  and  David  Finn- 
are  poetasters  of  the  public  good. 
Some  firms  have  outside  directors; 
Gulf  Oil  even  has  an  outside  nun; 
Ruder  &  Finn  has  nothing  less  than 
an  "outside  theologian,"  to  help  them 
make  the  tough  decisions. 

None  of  it  helped  last  month,  how- 
ever. First  it  transpired  that  Ruder  & 
Finn  had  pitched  its  services  a  year 
ago  to  a  little  aerosol  manufacturer 
at  the  very  moment  that  the  agency's 
employees,  including  Ruder  and  Finn, 
were  donating  free  flack  to  a  militant 
ban-the-freon-bomb  group.  As  if  the 
United  Farm  Worker's  public  relations 
counsel  were  to  solicit  the  Gallo  ac- 
count? Not  at  all,  argues  David  Finn. 
Just  an  embarrassing  mixup  that  came 
to  nothing.  Blackmail,  charged  a  suit 
by  the  aerosol  maker.  "Our  lawyers 


are  laughing,"  said  Finn.  And  the  bet- 
ting was  the  suit  would  never  stand 
up.  Ruder  and  Finn  said  they  planned 
to  file  a  countersuit  in  any  event. 

Finn  wasn't  laughing,  though,  at 
the  firestorm  that  broke  after  Man- 
hattan's upper-Bohemian  Village 
Voice  disclosed  that  New  York  Sena-  <: 
tor  Jacob  Javits  was  sleeping  with  an 
Iranian  foreign  agent— none  other  than 
his  wife  Marion,  the  new  Ruder  & 
Finn  International  senior  vice  presi- 
dent. It  seems  that  Mrs.  Javits'  friend- 
ship with  the  Shah's  sister  had  blos- 
somed into  a  half-million-dollar  con- 
tract for  the  agency,  and  a  $67,500 
fee  and  a  title  on  the  door  for  her. 
For  husband  Jack,  it  is  a  considerable 
political  embarrassment. 

What  were  Ruder  &  Finn  and  Mrs. 
Javits  going  to  do  for  all  that  money? 
Chat  up  the  editors  of  the  East  Coast 
dailies  and  magazines,  specified  the 
contract,  for  one  thing,  presumably 
with  a  view  toward  reversing  some 
of  the  bad  publicity  about  the  price 
the  Shah  gets  for  his  petroleum.  May- 
be set  up  some  joint  "seminars"  with 
the  Brookings  Institution  and  the 
Aspen  Institute,  for  another.  And  so 
on.  Says  Finn,  "You  don't  understand. 
This  isn't  political.  The  Shah  under- 
stands how  the  American  media 
work."  How's  that  again,  David?  ■ 


Finn  of  Ruder  &  Finn 


''Don't  ...  Be  A  Hero 


»♦ 


Smardon  of 
Industrial  Employers 


Raymond  A.  Smardon's  advice  to 
employers  this  year,  when  40%  of  the 
wage  contracts  in  the  U.S.  are  up  for 
renewal  and  unions  are  hungry  for 
big  "catch-up"  wage  increases:  "Don't 
deal  to  be  a  hero.  You  may  be  wor- 
ried about  survival  in  1977." 

Ray  Smardon,  57,  has  been  nego- 
tiating on  the  management  side  of 
the  table  for  the  past  30  years  as 
head  of  the  nonprofit  Industrial  Em- 
ployers &  Distributors  Association. 
The  group  was  formed  in  1937  to 
deal  with  Harry  Bridges'  tough  Inter- 
national Longshoreman  &  Warehouse- 
man's Union  in  the  San  Francisco 
area.  The  multi-industry  approach 
has  worked  well  enough  so  that  now 
lEDA  handles  the  contracts  of  300 
firms  with  115  unions. 

"In  asking  for  big  increases  up  front, 
the  unions  will  claim  that  half  the 
hike  is  a  catch-up  to  get  back  to  pre- 
1973  standards,"  says  Smardon.  But 
don't  be  thrown  off,  he  says,  by  big 
productivity  rises  last  fall;  that's  ex- 
pected to  level  off  by  June.  And  don't 
be  drawn  into  granting  a  high  cost-of- 


living  escalator,  because  the  Consum- 
er Price  Index  rose  only  6.6%  in  1975. 

One  way  of  balancing  the  cost-of- 
living  ploy,  says  Smardon,  is  to  adjust 
the  formula  itself.  For  instance,  if  a 
union  asks  an  80%  cost-of-living  in- 
crease in  the  second  and  third  years 
and  a  30-cent-an-hour  minimum-wage 
increase,  accept  the  minimum,  but 
also  get  a  maximum,  and  bargain  the 
living-cost  increase  down  to  30%  of 
what  the  index  will  show.  Other  Smar- 
don techniques:  Be  prepared  to  take 
a  strike  if  it's  over  a  real  issue  and 
not  the  result  of  someone's  mistake. 
Make  it  sound  as  if  the  union  won  so 
as  to  ensure  ratification. 

Smardon's  approach  in  dealing  with 
government  workers  this  year  is  en- 
tirely different,  however.  What  he 
calls  "repressive  acts,"  such  as  no- 
strike  laws  proposed  by  San  Fran- 
cisco's supervisors  after  last  year's  vio- 
lence with  policemen  and  firemen, 
will  only  bring  public  employees  back 
fighting  in  1977,  he  says.  "The  su- 
pervisors are  building  such  a  swing- 
back  of  the  pendulum,"  he  warns, 
"that  the  taxpayers  won't  know  what 
hit  them."  ■ 
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^^IVIany  A  Burglar 
V\e  Restored^^ 


Attorney  Van  Dusen 


Attorney  Lewis  H.  Van  Dusen  Jr. 
doesn't  like  the  idea  one  bit.  But  his 
powerful  American  Bar  Association 
committee  is  inching  toward  recom- 
mending that  lawyers  begin  advertis- 
ing their  services  to  the  public  like  .  .  . 
well,  like  television  repairmen. 

"I  certainly  wouldn't  be  doing  this," 
says  the  distinguished  65-year-old 
Philadelphia  lawyer,  "if.  there  weren't 
public  pressure  for  it."  And  judicial 
pressure,  for  that  matter. 

Last  June  the  Supreme  Court  ruled 
that  lawyers'  mandatory  minimum 
fees  constituted  illegal  price-fixing. 
Consumers  Union  is  suing  the  Virginia 
Bar,  alleging  that  lawyers'  long-stand- 
ing ethical  prohibition  against  adver- 
tising violates  the  First  Amendment— 
and  hinders  the  public  from  locating 
a  good  lawyer  willing  to  sell  his  ser- 
vices at  good  prices.  A  number  of  gov- 
ernment agencies  have  filed  similar 
suits  against  other  professionals,  like 
doctors  and  pharmacists. 

Clients  now  choose  their  lawyers 
(and  doctors)  on  word-of -mouth  rec- 
ommendations. "I'm  satisfied  with  that 
system,"  says  Van  Dusen,  a  Prince- 
ton, Harvard  and  Oxford  man  and  a 
partner  of  the  prominent  Philadelphia 
firm  of  Drinker,  Biddle  &  Reath  since 


1952.  "But  if  the  public  isn't  satis- 
fied, I  want  a  change." 

Last  December,  after  lengthy  de- 
liberation, Van  Dusen's  committee 
bowed  to  the  outside  pressures  and 
outlined  a  possible  amendment  to  the 
aba's  code  of  ethics.  As  outlined, 
lawyers  could  advertise  fees  and  ser- 
vices offered  on  TV,  in  newspapers 
and  magazines,  even  perhaps  on  bill- 
boards. But  the  ads  must  not  be  self- 
promotional  or  ethically  suspect.  For 
instance,  a  lawyer  couldn't  stress  his 
political  connections.  And,  unlike  the 
barrister-tumed-judge  in  Gilbert  and 
Sullivan,  he  couldn't  boast:  "Many  a 
burglar  I've  restored  to  his  friends 
and  his  relations." 

Good  lawyer  that  he  is.  Van  Dusen 
sees  two  sides  to  the  issue.  On  the  one 
hand  he  is  afraid  that  advertising 
might  lower  the  prestige  of  lawyers 
in  the  public  eye.  On  the  other  hand, 
it  might  make  available  to  the  public 
information  otherwise  unobtainable  to 
it  about  relative  fees  and  services. 

He  emphasizes:  "This  is  not  a  rec- 
ommendation. When  you  go  into 
court  you  need  a  brief,  with  specifics. 
So  we've  written  a  hypothetical 
amendment  to  smoke  out  what  we 
think  beyond  yes  or  no."  ■ 


Political  Gas 


Pickens  of  Mesa  Petroleum 


Mesa  Petroleum's  unsuccessfvJ  bid 
for  Aztec  Oil  &  Gas  was  what  Forbes 
caUed  to  talk  about,  but  what  Mesa 
Chairman  T.B.  (Boone)  Pickens  Jr. 
wanted  to  talk  about  was  muddle- 
headed  politicians.  It  was  disappoint- 
^ing,  he  said,  to  lose  to  another  inde- 
pendent operator  control  of  Aztec's 
valuable  1  trillion  cubic  feet  of  gas; 
but  what  hurt  more  was  the  flak 
from  Washington. 

"Some  of  the  Congress  have  de- 
cided that  we've  had  a  mild  winter 
and  the  natural  gas  shortage  isn't  as 
severe  as  we  thought,"  drawls  the 
feisty  Texan,  who  founded  $60-mil- 
lion-revenues  Mesa  with  $4  million 
in  1964.  "So  now  they're  talking 
about  deregulation  over  a  period  of 
years  when  we  should  be  talking 
about  months. 

"We  step  up  to  exploration  risk  ev- 
ery day,  but  now  we  have  to  factor 
political  risk  into  our  formula.  There's 
a  place  where  there's  too  damn  many 
factors  in  the  formula.  Trying  to  put 
a  risk  ratio  on  these  politicians  is 
something  else.  They've  got  to  give  us 
something  we  can  count  on." 

The  47-year-old  former  geologist 
is  of  coiirse  referring  to  the  higher 
prices  he  thinks  are  vital  to  the  fu- 


ture of  the  natural  gas  industry.  With- 
out higher  prices,  he  sees  the  acceler- 
ation of  a  disturbing  trend:  compa- 
nies concentrating  on  production  and 
limiting  exploration— just  the  opposite 
of  what's  needed  for  the  energy  in- 
dependence that  the  politicians  have 
been  calUng  for. 

So  far,  this  price  uncertainty  hasn't 
changed  Pickens'  mind  about  the  wis- 
dom of  selling  off  Mesa's  moneylosing 
cattle-feeding  operation  in  1974  or  its 
decision  to  sink  $300  million  into  off- 
shore exploration  in  the  Gulf  of  Mex- 
ico. He  is  completely  convinced  that 
wellhead  natural  gas  at  any  reason- 
able price  is  cheaper  than  energy 
from  such  new  soiirces  as  geo ther- 
mal power,  nuclear  power  or  coal 
gasification. 

"It's  not  hard  to  explain  to  another 
businessman  what  your  costs  are  and 
what  reasonable  prices  are.  But  when 
you  start  talking  costs  and  reasonable- 
ness with  the  politicians,  you're  talk- 
ing about  a  different  crowd.  These 
guys  are  totally  unrealistic.  If  I'd  said 
the  ridiculous  things  they  say  about 
energy  costs,  the  Securities  &  Ex- 
change Commission  would  have  jerked 
me  up  so  fast  it  wouldn't  even  be 
funny."  ■ 
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Faces  Behind  the  Figures 


The  Dark 
Before  The  Dai/vn 


Fraser  of  Hudson  Bay  Mining 


"There's  no  doubt  that  we're  in  a 
more  severe  depression  in  the  metals 
industry  today  than  at  any  time  since 
the  Thirties,"  says  Chairman  H.  (for 
Henry)  Ronald  Fraser  of  Toronto's 
$400-million  (assets)  Hudson  Bay 
Mining  &  Smelting. 

"In  copper,  for  example,  there's  a^ 
surplus  on  the  order  of  900,000  tons," 
says  the  stout  Fraser.  "That  overhang 
is  a  couple  of  himdred  thousand  tons 
heavier  than  it's  been  in  previous 
copper  downturns." 

Unlike  U.S.  copper  mines  that  are 
operating  at  about  66%  capacity  in 
order  to  support  a  domestic  price  of 
63  cents  a  pound,  he  goes  on,  copper- 
producing  countries  like  Zambia,  Chile 
and  Peru  are  still  flooding  the  mar- 
ket, even  though  copper  has  sunk 
from  $1.40  in  early  1974  to  54  cents 
a  pound.  Those  one-product  econo- 
mies have  no  choice.  "They'll  con- 
tinue operating  the  mines  below  cash- 
flow break-even,"  says  Fraser,  "just 
to  get  the  foreign  exchange,  and  we— 
as  copper  producers— have  to  meet 
that  degraded  break-even  point." 

Ironically,  precisely  that  is  behind 
a  spate  of  attempted  copper  company 
takeovers,  which  Fraser  calls  "prob- 


ably the  cheapest  way  to  acquire  cop- 
per reserves."  After  all,  it  took  less 
than  a  year  for  the  price  of  copper  to 
double  after  the  last  glut  in  1972.  So 
Crane  made  a  tender  offer  for  Ana- 
conda, and  last  summer  Fraser's  Hud- 
son Bay  paid  book  value  of  $32  mil- 
lion for  a  30%  interest  in  $156-million- 
assets  Inspiration  Consolidated  Cop- 
per. (Fraser  doesn't  fear  a  takeover 
himself  because  of  his  company's 
38.5%  ownership  by  Harry  Oppen- 
heimer's  Anglo  American  Corp. ) 

But  the  "strongest  consideration," 
in  Fraser's  words,  for  the  Inspiration 
purchase  was  to  get  a  mining  base 
outside  of  Canada.  In  his  1974  an- 
nual report,  Fraser  pointedly  re- 
marked that  HB  had  already  spent 
$82  miUion  outside  Canada.  While 
recent  diversifications— into  oil  and 
gas,  mainly  in  Indonesia,  and  into  U.S. 
fertilizer— accounted  for  almost  all  of 
HB's  $16-million,  nine-month  earn- 
ings, Fraser  insisted  HB  had  gone 
abroad  primarily  because  of  the 
"snuffing  out  of  opportunity  in  Can- 
ada ...  by  taxation." 

He  adds:  "I  hope  the  government 
of  Canada  is  sensitive  enough  to  de- 
tect that  as  a  warning."  ■ 
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The  Dogs 
Liked  The  Choi/v'' 


Barksdale  of  First  National  Bank 


Clarence  (Cedge)  Barksdale,  who 
runs  the  over  $2-billion  (assets)  First 
National  Bank  in  St.  Louis,  is  pre- 
pared to  fight  up  to  the  Supreme 
Court  for  two  $35,000  machines. 

A  quixotic  gestxire?  Not  at  all. 
Barksdale's  two  machines  are  "off- 
premise"  automatic  bank  tellers  (one 
in  a  factory,  one  in  a  supermarket). 
Their  fate  may  well  shape  the  very 
future  of  the  long-heralded  "cashless" 
society. 

Barksdale  was  the  first  banker  in  a 
no-branching  state  to  install  the  so- 
called  automatic  bank  tellers  (ABTs) 
in  the  wake  of  Comptroller  of  the 
Currency  James  Smith's  controversial 
endorsement  of  them  in  late  1974. 
But  Smith  has  lost  his  first  round  in 
court,  a  suit  brought  by  frightened 
country  banks,  and  Barksdale's  ABTs 
were  hauled  into  court,  figuratively 
speaking.  On  Nov.  18,  a  judge  in 
the  Federal  District  Court  in  Missouri 
ruled  that  they  were  bank  branches. 

Nonsense,  says  Barksdale,  they're 
just  glorified  telephones.  He's  appeal- 
ing the  decision. 

"We  had  these  ABTs  in  all  our 
banks  and  found  out  that  the  dogs 
liked  the  chow!"  exclaims  Barksdale. 
"The  main  reason  that  people  bank 
where    they    do    is    for    convenience 


—not  for   the   smiles   on   our   faces." 

If  a  farmer  can  telephone  his  coun- 
try bank  and  get  it  to  transfer  money 
from  his  checking  account  to  pay  his 
mortgage,  why  can't  a  big  bank  do 
the  same,  using  telephone  impulses 
from  its  ABTs?  "We're  such  a  big 
bank,  we  can't  recognize  every  cus- 
tomer's voice,"  says  Barksdale  wryly. 

But  he  admits  that  the  farmer's 
phone  can't  spit  out  cash  as  Barks- 
dale's ABTs  do.  "That's  where  we're 
weak  [in  court]." 

To  overcome  the  fears  of  country 
banks,  Barksdale  has  set  up  a  separate 
company  to  share  ABTs  with  any 
other  Missouri  bank  that  wants  to 
join.  But  the  country  banks  look  upon . 
that  as  a  Trojan  horse. 

Barksdale  is  being  adamant  for 
good  reason.  He  says  that  ABTs  are 
"less  expensive  than  acquisitions,  less 
expensive  than  branching  and  less  ex- 
pensive than  tellers,  once  you  hit  a 
certain  usage  volume." 

If  Missouri  won't  permit  ABTs  be- 
cause they're  bank  branches,  why 
does  it  permit  FNB's  parent,  the  First 
Union  Group,  to  acquire  other  banks 
so  aggressively?  Isn't  that  inconsis- 
tent? "Good  point,"  laughs  Barks- 
dale, "I'm  glad  nobody  has  thought 
of  thati"  ■ 


46 


FORBES,  FEBRUARY  1,  1976 


r 


Many 
things 
we  finance 
aren't  even 
electric... '    ^ 


lyiANAGEiyiENT 
FLEXIBILITY. 


Decisions,  decisions.  You  make  them 
every  day.  Wouldn't  it  be  nice  if  some- 
one could  make  your  decisions  eas- 
ier? General  Electric  Credit  can! 

Limited  fCinds  mean  limited  choices. 
We  extend  those  limits  to  give  you 
more  freedom  —  more  flexibility.  First- 
rate  planning  w/on't  turn  into  second- 
rate  doing. 

Jet  planes  or  mining  equipment  .  .  . 
or  anything  in  between.  We  can  fund 
it.  We  turn  decisions  into  reality. 


We've  done  It  for  a  lot  of  companies 
in  a  lot  of  ways.  With  imagination. 

One  of  our  ideas  was  a  single  lease 
that  put  10,000  new  freight  cars  onto 
America's  rails.  Another  was  a  lever- 
aged lease  that  cut  the  cost  of  cutting 
the  smoke  for  a  major  steel  company. 

We  have  ideas  for  retailers,  too,  on 
everything  from  yachts  to  yard  goods. 

Do  we  have  ideas  for  you?  Find  out 
by  talking  to  us. 

At  GECC,  we  finance  progress! 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamford,  Connecticut  06904 


Equipment  and  Fleet  Leasing 

Installment  Purchase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real   Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 

Progress  for  People  and  Business 


all 


^/ 
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Amfac  is  12,000  pharmaceuticals  at  hand 
whenever  you  need  them 


Around  noon  he  treats  a  little  girl  with  a  dog  bite.  At 
1:39  the  ambulance  brings  a  diabetic  in  a  coma.  Doctors 
must  have  immediate  access  to  the  right  medicines  and 
supplies  for  many  emergencies.  But  that's  thousands 
of  items.  How  can  they  be  kept  handy  at  every  hospital 
and  local  pharmacy?  It  takes  highly  efficient  distribution. 

One  of  America's  largest  distributors  of  pharmaceu- 
ticals and  hospital  supplies  is  Amfac  Drug  Supply  Co. 
From  continuously  replenished  stocks  of  12,000  different 
items  in  32  branches— Hawaii  to  the  Mississippi— it  de- 
I  ivers  health  care  products  of  hundreds  of  manufacturers. 
Quickly.  Economically.  Daily. 

With  similar  care,  Amfac  Electric  Supply  Co.  fills 
thousands  of  electrical  needs  of  industry  and  commerce, 
from  Alaska  to  Texas. 

Whatever  the  field,  Amfac  meets 
human  needs  with  an  extra  touch  that        ^-jm — 1|--|. 
leaves  customers  enthusiastic  Our  way        uJf     ^^J 

Serving  People  in  the  U 


of  doing  business  dates  back  126  years,  when  our  first 
store  opened  in  Hawaii.  When  you  grow  up  on  an  island 
your  customers  are  your  neighbors.  You  become  person- 
ally interested  in  helping  them. 

Everything  we  do  reflects  our  high  quality  service— 
whether  we  re  feeding  people  in  our  Fred  Harvey 
restaurants,  accommodating  travelers  in  our  Island 
Holidays  resorts,  catering  to  the  fashion-conscious  in 
our  Liberty  House  and  Joseph  Magnin  stores— hundreds 
of  enterprises  in  merchandising  and  hospitality,  food 
processing  and  asset  management. 

The  Amfac  way  has  helped  us  grow  from  a  single  store 

to  a  billion-dollar  company.  Our  expansion  from  Hawaii 

to  the  continental  U.S.  is  only  eight  years  old,  but  already 

most  of  Amfac  revenues  come  from  the  American  West. 

For  a  copy  of  our  latest  report,  write  to 

mir^/r"       Amfac.  Inc..  Dept.  104.  P.O.  Box  3230, 

I  IIIIOlLsr        Honolulu.  Hawaii  96801. 

.S.  and  the  Pacific  Basin 


Duke^s  Power  Restored 

It  has  been  a  tough  five  years,  but  Duke  the  Nuke 
is  making  a  dramatic  turnaround. 


In  the  summer  of  1974  Duke  Power 
Co.'s  President  Carl  Horn  Jr.  was 
one  of  the  hardest-pressed  executives 
in  a  hard-pressed  industry.  "That  was 
our  long,  hot  summer,"  Horn  recalls. 
"We  were  worrying  about  survival." 

There  were  pickets  outside  Horn's 
Charlotte,  N.C.  office  and  at  the  State 
Capitol  in  Raleigh  claiming  Duke  was 
gouging  the  public.  Doris  Duke  was 
on  the  phone  about  a  bitter  strike  at 
one  of  Duke's  Kentucky  mines  where 
a  company  guard  was  accused  of  kill- 
ing a  union  miner.  Earnings  were 
dropping,  the  dividend  was  stalled 
and  the  company's  bond  rating  was 
downgraded  from  AAA  to  A. 

Things  were  so  bad  for  a  while, 
says  Horn,  that  when  First  Boston 
Corp.  called  him  up  and  told  him  to 
go  into  the  secondary  market  and  buy 
back  some  of  his  commercial  paper 
to  help  a  pending  sale  of  stock,  Horn 
shouted  back,  "Hell,  with  what?" 
There  wasn't  enough  in  the  till. 

But  this  winter  it's  a  different  story. 
Net  earnings  in  the  second  half  of 
1975  were  up  over  40%.  Unless  some- 
thing goes  drastically  wrong,  Duke 
will  probably  see  record  net  income 
this  year,  stock  analysts  believe.  Horn 
dreams  of  happy  days  returning,  such 
as  those  in  the  1960s  when  Duke, 
the  Southeast's  largest  utility,  sold  at 
a  premium  20%  or  more  above  the 
market  price  of  the  average  utility. 
Its  shares  are  now  selling  just  about 
at  book  value. 

Duke's  surge  has  been  helped  by 
two  factors.  One  is  its  longtime  com- 
mitment to  nuclear  power.  Duke  built 
a  pilot  nuclear  plant  in  the  1950s 
with  other  Southeast  utilities,  liked 
what  it  saw  and  set  a  path  to  be 
heavy  in  nuclear.  New  on  the  line 
are  all  three  units  of  its  Oconee  com- 
plex, the  world's  largest  nuclear  fa- 
cility. Already  21%  of  Duke's  capacity 
is  nuclear,  vs.  only  8%  of  the  coun- 
try's generating  capacity  as  a  whole. 

Duke's  actual  output  is  even  more 
heavily  nuclear  than  the  capacity  fig- 
ure would  indicate;  a  full  33%  of  its 
kilowatts  are  nuclear  generated.  This 
is  achieved  by  using  nuclear  almost 
completely  during  off-peak  hours  and 
then  pulling  in  coal-fired  and  pumped 
storage  pldnts  during  peak  hours. 
Since  fuel  costs  on  nuclear  plants  run 
only  10%  of  coal-fired,  Duke  figures 
it  is  already  saving  $30  million  a  year 
by  emphasizing  nuclear. 

What  is  called  "base  loading  to- 
wards   nuclear"    is    partly    achieved 


through  an  imaginative  complex  con- 
ceived by  Chief  Engineer  William  S. 
Lee  III.  In  the  new  complex,  a  hydro- 
electric station  cools  Oconee  during 
the  day,  and  at  night  the  nuclear  sta- 
tion pumps  the  water  back  up  for  hy- 
droelectric use  the  next  day.  The  ap- 
proach won  Bill  Lee  the  George  West- 
inghouse  Gold  Medal,  the  prestigious 
engineering  award,  in  1972. 

Oconee  is  only  the  first  step  in 
Horn's  ambitious  plan  to  make  Duke 
almost  totally  nuclear  by  2000.  Duke 
has  its  own  construction  team  that 
builds  all  its  own  plants,  including 
nuclear  assembly.  Already  on  the 
books  are  plans  for  $7  billion  worth 
of  nuclear  power  plants  to  go  up 
through  1988. 

Fuel  For  The  Future 

If  nuclear  has  a  drawback,  it  is  its 
high— and  rising— capital  cost.  Where- 
as a  new  coal-  or  oil-fueled  plant 
costs  around  $600  per  kilowatt  on 
average,  a  new  nuclear  one  costs 
$1,000.  The  high  cost  of  construction 
and  the  scarcity  of  utility  capital  has 
already  forced  Duke  to  stretch  out 
its  nuclear  construction.  To  help  ease 
the  burden,  Horn  is  meeting  with 
cities  in  his  service  area  and  several 
power  cooperatives  who  want  to  buy 
the  Catawba  nuclear  plant  now  go- 
ing up.  "But  I'm  still  hooked  on  nu- 
clear," says  Horn.  "It's  the  most  eco- 
nomical way.  And  as  for  safety,  we've 
.  got  a  batch  of  radiation  detection  de- 
vices around  Oconee  and  they  don't 
even  register." 

Assured  fuel  supplies  play  a  key 
part  in  the  move  to  nuclear.  Duke 
has  now  arranged  to  get  all  the  ura- 
nium fuel  it  will  need  through  1985 


from  suppliers  other  than  Westing- 
house— a  wise  move,  since  Westing- 
house  is  trying  to  back  out  of  its  uia.- 
nium  commitments.  In  coal,  too,  Duke 
hopes  to  be  self-sufficient  from  the 
mines  it  has  purchased  in  western 
Kentucky. 

Like  most  utility  companies,  Duke 
has  had  its  problems  with  the  rate- 
makers.  In  the  early  Seventies  it  was 
earning  only  9%  on  stockholders'  equi- 
ty. With  a  mixture  of  pressure  and 
persuasion,  Horn  got  the  North  Caro- 
lina legislature  to  enlarge  the  North 
Carolina  Utilities  Commission  from 
five  to  seven  members  and  allow  them 
to  sit  in  panels  of  three  for  fast  rate 
decisions.  With  several  new  commis- 
sion members  now  installed,  Duke  has 
already  been  granted  a  $lll-million 
rate  increase,  and  its  rate  of  return 
has  been  allowed  to  go  up  to  13.5% 
on  an  increased  common  equity  base. 
So  now  Duke  can  double  its  earnings 
and  still  be  within  allowable  limits. 

Horn's  job,  however,  is  no  sinecure. 
A  1974  settlement  with  the  United 
Mine  Workers,  which  prevented  the 
union  from  organizing  more  than  two 
mines  in  the  Duke  group,  could  break 
open  again.  Horn  is  still  upset  about 
it.  The  federal  mediator,  William 
Ussery,  told  him  to  make  a  settlement, 
he  says,  or  else  Horn  would  have  to 
explain  the  holdups  personally  to 
President  Ford.  "It  was  the  rawest  bit 
of  mediation  I've  ever  seen,"  Horn 
says.  If  trouble  flares  again  with  the 
UMW,  Horn  can  expect  complaints 
again  from  Doris  Duke  (whose  Doris 
Duke  Foundation  has  3%  of  Duke 
Power's  stock),  who  sits  on  the  Duke 
Endowment  board,  which  controls 
24%  of  the  stock. 

But  at  least  Horn  isn't  worrying 
any  longer  about  survival.  And  his 
shareholders  are  happy.  Their  shares, 
which  sold  as  low  as  10  last  year, 
had  recently  recovered  to  twice  that 
level,  and  their  once-threatened  $1.40 
dividend  now  looks  safe.  ■ 


Pickets  gone,  Duke 
Power  again  calls  it- 
self "your  friendly  neigh- 
borhood    power     company." 
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H»«  is  away  to  know 

as  much  about 

intematkxial  fiiiance 

as  a  Swiss  Banker: 


IklktocKie. 


If  you  have  a  need  for  international 
banking  services,  just  call  the  Swiss  Bank 
Corporation  here  in  the  United  States.  You 
will  be  put  in  contact  with  an  expert  in 
your  area  of  concern.  His  advice  and  infor- 
mation is  backed  by  a  worldwide  network 
of  experienced  Swiss  bankers. 

So  pick  up  the  phone  and  give  us  a 
call.  When  it  comes  to  matters  of  inter- 
national finance... even  other  banks  do. 


187^ 


SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
in  the  United  States. 


New  York  Branch  (212)  791-2777,  Chicago  Branch  (312)  346-0350.  San  FVancisco  Branch  (415)  434-2640, 

Los  Angeles  Representative  Office  (213)  489-5900. 


Forbes 


Money  And  Investments 


The  Economy 


The  Psych  Is  Right 

The  WASfflNGTON  Post  and  most  of  the  press  have  drawn 
the  wrong  conclusion  from  their  somewhat  tardy  realiza- 
tion that  our  major  banks  made  some  terrible  loans  dur- 
ing the  late-lamented  boom.  Their  suggestion  is  that  those 
real  estate  investment  trust  and  tanker  loans  and  the  like 
have  undermined  the  banking  system,  rendering  it  in- 
capable of  financing  an  economic  pickup. 

Well,  there  were  some  terrible  loans.  Silly,  some  of  them. 
But  that  is  yesterday's  news.  Today's  news  is  that  the 
banks  can  handle  the  losses.  Their  earnings  are  outstand- 
ing. Their  loan-loss  reserves  are  huge  in  spite  of  the  big 
write-offs  they  have  already  taken.  Continental  Illinois  is 
a  case  in  point.  It  had  record  earnings  in  spite  of  a  qua- 
drupling of  bad-loan  charge-oflFs— which  included  a  big 
chunk  of  W.T.  Grant  paper.  On  top  of  this,  its  reserves 
for  future  write-offs  actually  increased  for  the  year.  Con- 
tinental Illinois'  experience  is  fairly  typical  of  the  better- 
run  banks.  (By  the  time  most  of  the  commentators  figure 
out  how  solid  the  banks  are,  it  may  be  time  to  start 
worrying  again. ) 

Badly  burned,  however,  the  banks  are  lending  cautious- 
ly. They  are  not  in  a  mood  to  finance  another  runaway 
boom.  Early  last  year  they  were  really  alarmed;  their 
fright  made  them  a  bit  stingy  and  made  the  downturn 
a  little  more  severe  than  it  otherwise  would  have  been. 
Now  they  are  lending  more  freely  again,  but  only  to  the 
kind  of  risk  that  looks  good  by  traditional  standards. 

A  few  years  ago,  a  pickup  like  the  present  one  would 
have  sent  bank  credit  men  scouring  the  country,  urging 
loans  on  people,  fighting  each  other  for  customers.  Those 
were  the  go-go  days  when  earnings  growth  was  what 
mattered,  not  creditworthiness.  In  1973  bank  loans  ex- 
panded a  tremendous  $79  billion.  In  1974,  another  $44 
billion.  The  banks  pushed  out  money  so  fast  that  the 
REITs  and  other  speculative  ventures  «were  actually  en- 
couraged to  go  overboard.  Badly  shaken,  the  banks  went 
into  reverse  last  year.  Their  loans  actually  shrank  $14 
billion— the  first  decline  since  the  end  of  World  War  II. 
The  credit  men  are  rather  cauiious  right  now;  not  in- 
active, just  cautious. 

It  is  grounds  for  optimism  that  bankers  are  acting  like 
bankers  again,  looking  down  their  noses  at  the  enthu- 
siasm of  ordinary  businessmen  and  consumers. 


This  caution  is  just  the  medicine  we  need  to  keep  the 
economy  moving  ahead  through  1976  at  a  moderate,  non- 
excessive  pace.  Banks  have  credit  to  finance  the  recovery. 
It  will  be  doled  out  only  to  those  who  can  repay. 

President  Ford's  goal  of  a  6.2%  increase  in  gross  na- 
tional product  is  on  target  and  could  even  be  too  op- 
timistic. Outlandish  predictions  of  10%  to  14%  gains  are 
unobtainable.  The  prospect  of  a  6%  inflation  rate— down 
from  9%  in  1975— is  realistic,  perhaps  even  high. 

The  monetarists  wall,  of  course,  sneer  at  interpreta- 
tions based  on  such  factors  as  being  too  judgmental,  too 
pragmatic.  But  this  pragmatic  approach  is  a  more  real- 
world  way  of  looking  at  things  than  the  mechanistic  num- 
ber juggling  indulged  in  by  those  who  concentrate  on 
monetary  aggregates,  such  as  M-1  (demand  deposits  and 
currency  in  circulation)  or  M-2  (adding  savings  and  time 
deposits  other  than  certificates  of  deposit). 

The  monetarists  are  paying  too  much  attention  to  these 
numbers  and  not  enough  to  psychology.  That's  why  they 
were  so  worried  about  the  December  figures,  which 
showed  not  just  slow  growth  but  an  outright  decline.  The 
monetarists  have  never  come  to  grips  with  the  fact  that 
growth  in  the  money  supply  won't  create  prosperity  if 
consumers  are  unwilling  to  spend  and  bankers  unwilling 
to  lend.  If  the  consumer  shuts  his  purse  and/ or  the  bank- 
er shuts  his  vault,  then  the  monetary  aggregates  will 
shrink,  no  matter  what  the  Federal  Reserve  Board  does. 
The  monetarists  keep  forgetting  the  Thirties  when  credit 
was  easy  but  the  bankers  would  not  lend.  Economists 
used  to  say  then:  "You  can't  push  on  a  string."  You  still 
can't.  Money  supply  cannot  by  itself  create  either  boom 
or  bust.  Psychology— P-1,  let's  call  it— may  be  as  important 
in  economics  as  M-1. 

Anyhow,  there  is  no  need  to  do  any  pushing  on  the 
string  now.  The  economy  is  picking  up,  and  there  is 
enough  credit  to  go  around.  Best  of  all,  bankers  and  busi- 
nessmen and  consumers  are  in  just  the  right  frame  of 
mind:  not  scared,  but  not  exuberant  either.  This  is  not 
to  say  that  bankers  and  businessmen  are  smarter  than 
they  used  to  be— only  that  their  psychology  is  right  (for 
now  at  least)  to  keep  the  economy  on  that  delicate  line 
between  inflation  and  recession.  So,  with  help  from  the 
Fed,  M-1  and  M-2  will  take  care  of  themselves.  ■ 


Period  oi  Economic  Recession 


Composed  of  Ih-   (ollowing: 
PRODUCTION 

•  How  much  are  wc  producing?  (Federal  Re- 
serve  Board   Index   of   Industrial   Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 
Census  privately  owned  housing  starts) 

CONSUMPTION 

•  How  much  are  people  spending?  (Bureau  of 
Census  rrtail  store  sales) 

•  To  whs',  intent  are  consumers  going  into  debt? 
(FediTji  Reserve  net  change  in  consumer  in- 
slal!rienl  debt) 

•  How  costly  itrc  services?  (U.S.  Oept.  of  Labor 
service  price  index  related  to  the  consumer 
price  index) 

INCOME 

•  How  much  ire  workers  earning?  (Oept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Oept.  f>f  Labor  initial  unemployment  claims) 
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The  Bond  &  Capital  Markets 
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A  Return  To  67o  Money? 

jIIIi^  Ben  Weberman 


By  the  end  of  this  year,  the  yield  on 
high  quahty  corporate  bonds  will  be 
down  from  the  current  8%-plus  to  6%. 
Oh  no,  the  rates  will  be  up  to  9%. 
That's  one  heck  of  a  spread,  but  it's 
as  close  as  the  best  of  the  experts  can 
come  to  a  consensus  right  now. 

Albert  M.  Wojnilower,  the  astute 
and  respected  economist  of  The  First 
Boston  Corp.,  looks  for  long-term  in- 
terest rates  to  fall  out  of  bed— down 
to  7/2%.  He  bases  this  prediction  on 
his  expectation  that  borrowing  In  the 
public  market  by  nonfinancial  corpo- 
rations will  virtually  dry  up  this  year, 
that  they  will  tap  the  bond  market 
for  only  $8  billion— a  thumping  75% 
decline  from  1975. 

In  this  business  you  don't  snicker 
at  Wojnilower.  He  startled  his  col- 
leagues in  the  late  Sixties  by  predict- 
ing that  interest  rates  would  move  up 
to  the  9%  level.  Few  took  him  serious- 
ly then,  since  corporate  bond  yields 
had  not  gone  above  6%  in  decades. 
But  he  was  right,  and  so  the  in- 
formed types  take  him  seriously  now 
—even  when  his  predictions  differ 
widely  from  the  consensus. 

And  differ  they  do  right  now.  Most 
other  economists  figure  corporate 
bond  financing  this  year  will  range 
between  $15  billion  to  well  over  $25 
billion— two  to  three  times  as  great  as 
Wojnilower  predicts.  Henry  Kaufman 
of  Salomon  Bros,  goes  for  a  $17-bil- 
lion  figure.  Donald  Wooley,  Bankers 
Trust's  authoritative  economist,  picks 
$18  billion.  Kenneth  Wright  of  the 
American  Life  Insurance  Association, 
another  respected  economist,  pins  the 
tail  on  the  donkey  at  $25  billion— a 
number  high  enough  to  suggest  that 
interest  rates  won't  be  down  at  all  by 
year-end  and  could  be  higher. 

\^^ly  are  the  experts— and  these  are 
respected  experts— so  far  apart?  This 
takes  a  bit  of  explaining. 

All  draw  their  conclusions  from  as- 
sumptions about  "sources  and  uses  of 
funds."  These  are  forecasts  which  re- 
late the  expected  accumulation  of 
money  in  the  hands  of  all  kinds  of  in- 
vestors to  the  total  amount  which  bor- 
rowers and  spenders  will  require.  In 
other  words,  the  supply  of  capital  and 
the  demand  for  capital.  If  "sources" 
are  strong  and  "uses"  are  weak,  inter- 


est rates  will  decline.  And  vice  versa. 

The  economists  aren't  having  much 
trouble  on  "sources."  The  typical  fig- 
ure is  that  about  $220  billion  in  sav- 
ings and  credit  will  be  available  this 
year.  But  they  are  miles  apart  on 
"uses."  The  reason  for  the  disagree- 
ments is  that  the  economists  can't 
agree  at  all  on  how  the  economy  it- 
self is  going  to  behave.  This  doesn't 
make  a  big  difference  on  "sources."  It 
doesn't  make  that  much  difference  on 
estimates  of  state  and  local  borrow- 
ing. But  the  vigor  of  the  upturn— or 
lack  thereof— makes  a  huge  difference 
to  corporate  borrowing,  the  most  le- 
veraged part  of  the  equation. 

Wojnilower  thinks  the  economy 
will  improve  only  slowly,  so  business 
won't  have  to  borrow  heavily  to  fi- 
nance an  upturn.  He  also  thinks  that 
lenders  are  going  to  be  choosy  and 
only  the  highest  grade  borrowers  will 
be  able  to  sell  bonds  at  all.  That's 
why  he  expects  supply  to  push 
against  demand  and  force  interest 
rates  down.  On  the  other  hand,  Ken 
Wright— the  man  who  looks  for  higher 
interest  rates— expects  a  stronger  re- 
covery and  consequently  a  heavy  de- 
mand for  money  in  the  second  half. 

Out  On  A  Limb 

Fine,  but  what  do  you  do  if  you 
are  a  businessman  who  needs  to  bor- 
low,  the  head  of  a  family  that  needs 
a  new  home  or  an  investor  who  wants 
to  buy  long-term  bonds?  Which  ex- 
pert do  you  listen  to?  Do  you  borrow 
now?  Or  do  you  wait  a  few  months 
for  lower  interest  rates?  Lacking  any 
consensus  from  the  professional  econ- 
omists, I  guess  it  is  up  to  me  to  put 
my  neck  out  and  make  my  choice 
among  the  predictions.  Here  goes: 

The  economic  recovery  will  be  fair- 
ly strong,  and  this  will  mean  rising 
corporate  profits.  The  rise  in  profits 
will  provide  much  of  the  money 
needed  to  finance  the  upturn,  and  so 
the  calls  on  the  money  market  will  be 
that  much  lighter  than  they  would 
otherwise  be. 

The  improving  economy  will  swell 
federal  tax  collections,  reduce  the 
deficit  and  thus  lower  the  federal  need 
for  borrowings;  I'm  looking  for  the 
deficit  to  be  cut  virtually  in  half  in 


fiscal  1976-77,  from  the  $70-billion 
shortfall  of  the  fiscal  year  ending  this 
June.  As  for  the  states  and  localities, 
they  probably  couldn't  borrow  big 
money  even  if  the  taxpayers  would 
let  them— not  after  New  York's  well- 
publicized  woes. 

So,  although  I'm  a  bit  more  opti- 
mistic about  the  economy  than  Al 
Wojnilower,  I  go  beyond  his  assess- 
ment of  the  long-term  interest  rate 
situation:  I  look  for  high-grade  cor- 
porate bonds  to  be  yielding  in  the 
6%-to-7%  range  by  year's  end.  The  big 
institutional  investors  hold  loads  of 
long-term  funds  in  reserve  and  are 
itching  to  put  them  to  work.  With 
inflationary  expectations  moderating, 
they  will  take  big  chunks  of  long-term 
debt  at  every  opportunity.  With  this 
happening,  some  of  the  institutional 
money  that  is  looking  for  a  home  will 
spill  over  into  the  low-  to  medium - 
quahty  segment  of  the  market,  and 
yields  will  rally  there  too.  Bonds  that 
have  been  lying  neglected  at  11%  will 
be  in  fairly  Uvely  demand  at  8%  to 
8.5%  by  December. 

Ups  &  Downs 

Don't  look,  however,  for  interest 
rates  to  drop  in  a  straight  line.  There 
will  be  sharp  rallies  in  the  bond  mar- 
ket like  the  one  that  is  going  on  as  I 
write  this  column.  There  will  be  sharp 
declines  in  the  market  too.  (Remem- 
ber that  falling  interest  rates  mean 
rising  bond  prices— and  vice  versa.) 
These  swings  will  be  wider  than  usual 
this  year  if  for  no  other  reason  than 
that  the  best  experts  differ  so  widely 
on  what  is  going  to  happen.  My  ad- 
vice is:  Don't  get  carried  away  by 
these  short  swings.  I  could  change  my 
opinion  later  on,  but  right  now  I  am 
convinced  that  the  trend  of  long-term 
interest  rates  is  down,  way  down. 

If  you  need  to  borrow  for  your  busi- 
ness or  even  to  buy  a  house,  my  ad- 
vice is:  Wait,  if  you  can,  until  later 
in  the  year.  But  if  you  are  looking 
to  lock  in  high  yields  on  your  own  in- 
vestments, don't  wait.  Even  though 
long-term  bond  yields  are  already 
well  down  from  their  highs,  they  are 
headed  lower;  Treasury  notes  with  8% 
yields  are  going  to  look  like  historical 
curiosities  before  this  year  is  over. 

One  word  of  caution  if  you're 
thinking  of  buying  bonds  now:  Don't 
reach  too  far  down  in  quality  for  the 
sake  of  yield.  There  are  some  pretty 
sick  companies  around,  and,  if  you 
buy  their  bonds,  you  might  end  up 
missing  a  nice  bull  market.  Don't  he 
greedy.  There  will  be  profit  enough  in 
high-  and  medium-quality  bonds.  ■ 
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Crane's  Deming  pumps  at  work  for  LTV  Aerospace  Corporation. 

When  it  comes  to  beating  pollution. 
Crane  keeps  it  moving* 


When  LTV  Aerospace  set  out  to  add  a  new  $2.5 
million  pollution  abatement  system  to  augment 
its  existing  facility  in  Dallas,  Texas,  it  faced  some 
formidable  problems. 

Producing  aircraft  at  this  314-acre  manu- 
facturing complex  also  produces  a  multitude  of 
industrial  wastes:  oils,  paint  particles  and  thin- 
ners, photo  chemicals,  water-soluble  dyes,  salts 
and  chromic,  hydrochloric  and  sulphuric  acids,  to 
name  a  few.  To  collect  these  wastes,  transfer 
them  from  one  treatment  stage  to  the  next,  meter 
fluids  and  feed  chemicals  into  the  various  treat- 
ment stages  required  85  pumps. 


The  engineers  selected  Crane's  Deming. 
pumps.  For  good  reason.  Within  the  broad  Deming 
line  were  the  different  types  of  pumps  needed  to 
meet  a  variety  of  critical  service  conditions. 

Today  this  new  pollution  system  is  handling 
two  million  gallons  a  day,  and  can  be  increased  to 
three  million  gallons  a  day  when  needed. 

Deming  pumps:  for  demanding  industrial 
and  municipal  jobs.  From  Crane,  leaders  in  prod- 
ucts and  technologies  essential  to  the  nation's 
energy  and  environmental  programs.  For  infor- 
mation contact:  Crane  Co.,  Dept.  AD,  300  Park 
Avenue,  New  York,  New  York  10022. 


Steel 
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Market  Comment 
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The 


Public  Takes  Over 

By  L  O.  Hooper 


This  surge  in  stocks  has  been  made 
possible  by  the  public,  the  individual 
investors,  taking  the  leadership  away 
from  the  institutions.  For  the  first  time 
in  many  months,  the  institutions  are 
providing  less  than  half  of  the  total 
volume  of  trading;  they  have  been 
followers  rather  than  leaders.  This  is 
a  real  tonic  for  the  formerly  aiUng 
auction  market. 

Stocks  are  always  doing  the  unex- 
pected. They  have  a  perverse  habit 
of  significantly  breaking  out  on  the 
upside  after  a  long  period  of  dull 
skepticism,  just  as  they  break  out  in 
volume  on  the  downside  after  a  long 
period  of  superoptimism.  These  break- 
outs, experienced  people  know,  are 
highly  important.  The  violent  reaction 
after  a  prolonged  deadlock  is  almost 
always  prophetic  of  the  near  future. 

The  fast  rise  on  volume  in  the  early 
weeks  of  January  has  been  compared 
with  what  happened  in  January  a 
year  ago.  Actually,  1976  is  quite  dif- 
ferent from  1975.  Fundamentally,  a 
year  ago  there  was  a  flight  from  over- 
liquidity  into  an  oversold  market, 
without  much  evidence  of  an  im- 
proving economy.  Today  there  is  abun- 
dant evidence  of  improving  business, 
a  lower  inflation  rate,  rising  profits 
and  a  trend  away  from  extreme  rad- 
icaUsm  in  politics. 

Above  all,  one  has  to  be  either 
blind  or  hopelessly  prejudiced  not  to 
realize  that  America  is  the  best  coun- 
try in  the  world  in  which  to  be  in- 
vested. Here  we  have  the  lowest  in- 
flation rates  of  any  important  country 
except  possibly  Germany,  and  an  eco- 
nomic recovery  well  ahead  of  the  rest 
of  the  world. 

Slower  But  Still  Up 

It  would  be  foolhardy  to  expect  the 
rise  for  the  rest  of  the  first  half  of 
1976  to  be  as  rapid  or  as  broad  as  it 
was  in  the  first  half  of  January.  As 
time  goes  on,  the  averages  will  no 
doubt  move  in  a  more  irregular  pat- 
tern, but  the  general  direction  should 
be  up,  not  down.  Don't  think  in 
terms  of  the  DJI  going  to  1100  im- 
mediately, and  don't  think  of  it  going 
back  to  850  either. 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


In  going  back  over  my  writing  of 
recent  weeks,  I  find  that  I  have  been 
stressing  secondary  and  low-priced 
issues.  That,  of  course,  was  good  tim- 
ing. I  would  like  to  point  out,  how- 
ever, that  those  who  concentrate  more 
in  better  quality  stocks  in  a  period  of 
rising  prices  should  have  more  uni- 
form success  and  fewer  worries  than 
those  who  try  to  be  too  smart. 

In  the  long  run,  I  emphatically  be- 
lieve in  stocks  like  Exxon  (91),  Con- 
tinental Oil  (68),  General  Motors 
(62),  Ford  Motor  (50),  Timken 
(44),  American  Telephone  (53), 
Procter  6-  Gamble  (94),  Ingersoll- 
Rand  (78),  Sears,  Roebuck  (70), 
Merck  (69),  Kimberly-Clark  (42), 
Citicorp  (29),  U.S.  Steel  (75),  Nor- 
folk ir  Western  (71),  ?PG  Industries 
(38),  Kerr-McGee  (75).  No  doubt 
there  will  be  many  secondary  and 
speculative  issues  that  will  show  a 
greater  advance  on  a  percentage 
basis,  but  the  percentage  of  error  in 
them  will  be  higher. 

The  savings  &  loan  companies  ap- 
peal to  me  as  low-risk  issues  in  the 
low-priced  category.  Here  you  have 
rising  thrift  deposits,  rising  earnings, 
a  negUgible  amount  of  bad  loans  and 
high  book  values.  I  like  all  of  them, 
especially  H.F.  Ahmanson  (11),  the 
largest;  First  Charter  (15),  Gibraltar 
(13)  and  Wesco  (11). 

I  am  intrigued  with  Mead  Corp. 
(21),  one  of  the  larger  paper  com- 
panies. Due  to  strikes  and  a  diflBcult 
paper  and  lumber  market,  profits  last 
year  declined  to  around  $2.75  a  share, 
as  against  $4.90  in  1974.  Things  look 
much  better  for  1976.  The  book 
value  of  the  stock  is  around  $32.  . .  . 
Babcock  ir  Wilcox  (22)  had  record 
earnings  of  about  $3.15  a  share  last 
year,  and  its  nuclear  and  other  instal- 
lations seem  to  be  giving  above-av- 
erage satisfaction  to  those  who  have 
bought  them.  The  stock,  I  think,  did 
not  deserve  its  1975  unpopularity.  . . . 
Pennwalt  (30),  a  dividend  payer  ev- 
ery year  since  1863,  is  estimated  to 
have  earned  $3.25  a  share  last  year. 
This  bulk  chemical,  pharmaceutical 
and  dental  company,  with  earnings 
progressively  higher  since  1970,  de- 
serves to  sell  at  a  higher  P/  E. 

In   recent   years   Honeywell    (43) 


has  been  one  of  the  real  fallen  angels 
among  the  former  high  P/E  "one-de- 
cision" stocks.  Last  year  it  dropped 
into  the  low  20s  after  selling  as  high 
as  170  a  few  years  ago.  It  probably 
earned  around  $2.75  a  share  in  1975. 
The  stock  still  pays  35  cents  each 
quarter.  Honeywell  is  first  in  all  kinds 
<^of  thermostats  and  thus  is  related  to 
the  housing  industry,  but  it  is  strug- 
gling with  the  problem  of  attaining 
a  substantial  and  profitable  represen- 
tation in  the  computer  industry.  I 
suspect  that  the  potential  here  is 
neglected.  There  is  much  of  basic 
quality  in  Honeywell  stock. 

So  far  as  many  people  are  con- 
cerned, the  securities  of  Consolidated 
Edison  can  be  described  as  "damaged 
goods."  I  want  my  readers  to  know, 
however,  that  I  am  one  of  the  many 
analysts  who  think  both  the  bonds 
and  the  stock  are  much  better  values 
than  the  market  indicates.  Due  to  the 
recent  sale  of  a  large  generating  plant, 
Edison  may  not  have  to  do  any  bond 
or  stock  financing  this  year.  The  pres- 
ent indicated  earning  power  of  the 
common  stock,  lately  at  about  16,  is 
around  $3  a  share.  There  is  even  a 
possibility  that  the  $1.20  dividend 
may  be  increased,  although,  logically, 
not  till  later  in  the  year.  Those  who 
bought  the  bonds  when  they  offered 
a  return  of  about  16%  or  more  not 
too  many  months  ago  now  have  some 
excellent  profits. 

Buy  When  Unpopular 

The  coppers  and  the  other  non- 
ferrous  metal  shares  continue  to  lan- 
guish not  far  from  their  lows.  Earn- 
ings still  are  terrible,  but  the  stocks 
seem  quite  reasonable  on  the  basis  of 
assets,  and  obviously  copper,  lead, 
zinc  and  silver  do  not  threaten  to  be- 
come obsolete.  For  the  time  being, 
those  mining  companies  that  have 
some  coal  emphasis  will  probably  con- 
tinue to  do  better  than  most.  Two  of 
them  are  Kennecott  (34)  and  Amax, 
Inc.  (53).  I  counsel  patience;  mining 
shares  are  always  the  best  buys  when 
nobody  wants  them. 

The  institutions  are  already  follow- 
ing the  public  into  the  market  in  an 
aggressive  manner,  and  they  have  a 
lot  of  mpney.  Their  former  great  con- 
centration in  glamour  stocks,  how- 
ever, is  a  thing  of  the  past.  They  are 
more  willing  to  buy  the  best  con- 
ventional stocks;  high-yielding,  even 
longer-term  bonds;  and  not  a  few  real- 
ly secondary  issues.  Many  of  the  stocks 
they  buy  now  are  issues  they  would 
not  have  looked  at  in  the  late  Sixties 
and  early  Seventies.  ■ 
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Middle  East 

MeetsAAfestin 

Forbes  Arabic  Edition. 


This  Arabic  edition  is  a  combination  of  the 
Forbes  Annual  Report  on  American  Industry 
(January  1)  and  the  Forbes  Directory  (May  15). 
The  issue  date:  May  1,  1976. 

Who  will  be  reading  it?  The  world's  new  money 
market.  A  carefully  researched  list  of  25,000  business- 
men, financiers,  journalists,  government  and 
educational  leaders  throughout  the  Middle  East. 
It  will  also  be  sent  to  American  businessmen  with 
special  intefest  in  this  area  of  the  world,  as  well  as  to 
U.S.  embas'isies  and  consulates  in  the  Arab-speaking 
countries. 

Who  will  it  be  about?  The  500  largest  U.S. 
corporations.  Editorial  will  explain  aspects  of  the 
American  economy  of  particular  interest  to  people  in 
the  Arab  countries:  energy,  the  role  of  women  in 
American  business,  problems  of  inflation,  etc.  Discuss 
the  American  life  style  —  how  much  American 
executives  earn,  and  how  they  live.  And  there'll  be 
special  emphasis  on  how  those  from  other  countries 
can  invest  in  the  U.S.,  problems  that  may  arise  and 
how  to  avoid  them. 


Some  of  the  comments  on  last  year's  Arabic  issues 
of  Forbes  (an  unprecedented  first): 

"Several  initial  business  contacts  have  been  made 
between  American  and  Kuwaiti  businessmen  on 
the  basis  of  advertising  appearing  in  the  Arabic 
issue."  —  U.S.  Ambassador  to  Kuwait 

". . .  it  was  just  right  for  what  was  intended . . .  the 
tone  and  style  appropriate  for  an  Arab  reader 
in  the  business  world." 
—  Senior  Lecturer  in  Arabic,  Columbia  University 

And  this  edition  certainly  will  be  another 
opportunity  for  American  firms  to  establish  and 
improve  their  communication  with  this  major 
world  market. 

Every  six-time  Forbes  advertiser  in  1975  or 
1976.  as  well  as  advertisers  in  either  the  Forbes 
January  1  or  May  15.  1976  issues,  will 
have  the  opportunity  to  purchase  advertising  space 
in  this  special  Arabic  issue.  The  closing  date 
for  less  than  a  full  page:  February  2.  All  other 
units:  February  16. 

For  more  information,  write  Stephen  G.  Nicoll, 
Director  of  Advertising,  FoRBES,  60  Fifth  Avenue, 
.Itfew  York,  N.Y.  10011.  Or  caU  212-675-7500. 

FORBES:  CAPITALIST  TOOL 


The  Money  Men 


How  To 
Increase  Yield 
Without 
Increasing  Risii 


McDanold  of  Continental  Illinois  Bank 


High  tax  rates  and  years  of  poor 
stock  markets  drove  countless  inves- 
tors to  the  tax-free  municipal  bond 
market.  Whereas  a  decade  ago  only 
10%  of  new  municipals  were  pur- 
chased by  individuals,  last  year  at 
least  50%  of  them  were. 

And,  of  course,  the  predictable 
happened.  A  good  many  of  the  in- 
vestors got  taken  to  the  laundry— not 
just  by  crooks,  but  by  the  politicians 
who  Rm  New  York  City,  for  example. 
It  had  to  happen.  There's  no  such 
thing  yet  as  full  disclosure  in  the  mu- 
nicipal bond  market;  there  isn't  much 
of  any  kind  of  disclosure,  for  that 
matter. 

What  should  the  investor  do,  there- 
fore? Stay  out  of  municipals  entire- 
ly? Or  stick  to  triple-As  and  settle 
for  under  6%?  We  put  the  question 
to  a  very  smart  municipal  bondman, 
Gordon  McDanold,  51,  of  Chicago's 
Continental  Illinois  Bank.  McDanold 
runs  Continental's  billion-dollar  tax- 
exempt  portfolio.  He  has  been  a 
"muni"  man  for  23  years. 

McDanold  doesn't  think  the  aver- 
age investor  need  stay  out  of  tax-ex- 
empts oi  even  stick  to  triple- As.  "Let's 
take    ten-year    single-A-rated    Deca- 


tur, Illinois  bonds,"  McDanold  re- 
plies. "Decatur  is  a  reasonably  well- 
diversified,  well-managed  community. 
Its  school  district  bonds  yield  about 
6.5%.  That's  between  50  and  75  more 
basis  points  than  a  comparable  triple- 
A."  If  you  invest  $10,000  in  the  De- 
catur issue,  that  is  a  difference  of  $50 
to  $75  a  year  in  interest  over  what 
you  could  get  in  triple- As. 

For  that  matter,  the  triple-A  may 
not  be  all  that  superior.  According  to 
McDanold,  "During  the  Depression, 
when  defaults  were  the  result  of  some- 
thing other  than  municipalities'  man- 
agement, there  were  as  many  defaults 
among  triple-As  as  among  Baa's." 

But,  warns  McDanold,  if  the  in- 
vestor wants  to  find  the  quality  issues 
among  the  mass  of  A-  and  Baa-rated 
municipals,  he  will  have  to  do  his 
homework. 

For  example? 

"Well,  we  have  about  four  pages 
of  criteria.  Let's  go  over  the  most  im- 
portant points,"  McDanold  replies. 

"First  of  all,  we  look  at  the  econom- 
ic base  of  the  community.  What  is 
the  assessed  valuation  of  the  property 
in  the  community?  What  is  the  dif- 
ference between  the  assessed  valua- 


tion and  the  full  valuation?  If  there's 
a  substantial  difference  between  the 
two,  then  the  issuer  has  more  ability 
to  raise  its  income. 

"Also,  how  broad  is  the  economic 
base  of  the  community?  If  it's  de- 
pendent on  one  industry,  like  some 
of  the  auto  towns  in  Michigan,  a  plant 
shutdown  could  be  disastrous.  It's 
best  to  be  broadly  diversified." 

What  about  the  quality  of  the  local 
government's  management? 

"We've  become  really  conscioas  of 
that  now,  for  the  first  time  since  the 
Depression.  It's  a  hard  quality  to 
measure,  but  you  can  get  some  idea 
by  looking  at  how  realistic  their  proj- 
ects are  and  whether  they've  hit  their 
budget  targets  in  the  past. 

"If  it's  a  new  borrowing  you're  look- 
ing at,  is  it  a  one-shot  deal?  Will  the 
community  be  out  of  the  market  for 
several  years  after  it's  floated  or  will 
they  be  back  again  and  again?  How 
much  debt  do  they  have  now? 

"If  their  net  debt  is  more  than  lOT 
of  the  actual  property  value,  then  you 
should  look  a  lot  closer.  For  that  mat- 
ter, if  the  debt  service  as  a  propor- 
tion of  total  expenditures  is  greater 
than  about  12%,  that  also  should  sig- 
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nal  a  close  scrutiny." 

McDanold  reminded  us  that  when 
New  York  City  wanted  to  raise  its 
taxes  to  close  part  of  the  budget  gap, 
it  had  to  keep  running  to  the  state 
legislature  for  permission.  "It  makes  a 
lot  of  diflFerence,"  he  added,  "whether 
the  power  to  levy  additional  sources 
of  revenue  is  in  local  hands." 

Where  does  one  get  all  this  infor- 
mation? The  small  investor  should  de- 
mand it  of  his  dealer. 

What  about  commission  charges? 
Strictly  speaking,  there  are  none,  but 
on  $10,000  of  those  A-rated  ten-year 
Decatur  bonds,  a  good  dealer  would 
charge  about  a  $150  "spread"  be- 
tween the  bid  and  asked  prices.  To 
get  that  rate,  it  might  pay  to  shop 
around  a  bit.  On  a  small  lot  like  that, 
you  might  not  be  able  to  get  a  quote 
right  away.  In  fact,  for  a  slow-moving 
bond,  it  could  take  up  to  a  day  to 
find  out  the  current  market  price. 

McDanold  advises  investors  not  to 
overlook  revenue  tax-exempt  bonds— 
as  opposed  to  the  so-called  general 
obligations:  For  one  thing,  there  are 
prospectuses  available  and  a  good 
deal  more  readily  accessible  financial 
information  for  the  revenue  projects 
■  than  for  governments. 

"Revenue  bonds,  generally  speak- 
ing, will  have  a  higher  yield  than 
comparably  rated  general-obligation 
bonds,"  McDanold  says,  "since  they're 
secured  by  the  soundness  of  the  proj- 
ect, not  the  supposedly  more  reliable 
taxing  powers  of  the  government. 

"Analyzing  a  revenue  bond  is  much 
like  analyzing  a  corporate  bond.  You 
look  at  the  soundness  of  the  assump- 
tions underlying  the  project.  Can  the 
public  work  generate  enough  income 
to  cover  the  debt  service?  The  more 
predictable  the  income,  the  less  cov- 
erage is  necessary." 

Examples?  "For  a  good  electric  or 
water  system,  you  may  need  to  have 
net  revenues  equal  to  only  120%  of 
the  annual  (Jebt-service  requirement. 
Back  when  toll  roads  were  in  fashion, 
an  investor  would  want  more  like 
200%  coverage." 

The  main  point  to  keep  in  mind, 
with  both  general-obligation  and  rev- 
enue bonds,  is  that  you  can't  aflFord  to 
buy  'em  and  forget  'em.  "Stay  on  top 
of  the  credit,"  McDanold  says,  with  a 
precise,  finger-wagging  emphasis. 
"The  quahty  of  a  credit  can  be  re- 
versed too  quickly." 

Anyone  who  got  sucked  into  buy- 
ing New  York  City  notes  or  Municipal 
Assistance  Corp.  bonds  at  par  can 
testify  to  the  truth  of  that!  ■ 
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Stock  Comments 


M&l 


The  new  year  wasn't  more  than  a 
day  old  when  a  well-rested  bull 
charged  into  the  stock  market  arena. 
Having  done  little  but  fiddle  around 
for  some  SJa  months,  the  bull  had  ac- 
cumulated such  force  that  he  over- 
came with  ease  all  the  obstacles 
which  had  brought  him  to  a  halt  last 
July.  In  the  process  this  rejuvenated 
bull  broke  all  volume  records  on  the 
New  York  Stock  Exchange  and  car- 
ried all  stock  averages  to  the  high- 
est levels  since  the  recovery  got  un- 
der way  in  the  fall  of  1974. 

I  had  kept  faith  in  the  vitality  of 
this  bull,  although  it  wasn't  always 
easy.  But  don't  ask  me  why  this 
abrupt  explosion  came  in  early  Jan- 
uary rather  than  in  December  or  an 
earlier  month.  There  was  no  hard 
news  whatsoever  to  provide  a  simple 
explanation.  The  stock  market,  as  I 
have  said  before,  usually  goes  its  own 
way.  Apparently  it  took  that  many 
months  for  the  market  to  build  up 
enough  pressure  to  push  through  that 
heavy  overhead  supply  (resistance 
area,  as  the  technicians  call  it)  be- 
tween 860  and  900  in  the  DJI. 

The  January  uprush  in  the  market 
has  been  a  carbon  copy  of  a  year 
ago,  but  I  doubt  that  the  parallel 
can  be  drawn  much  further.  Last 
year,  it  may  be  recalled,  the  market 
kept  going  up  for  seven  months,  in- 
terrupted by  only  a  few  relatively 
brief  periods  of  hesitation  and  con- 
solidation. The  overall  gain  was  an 
astounding  50%.  We  are  not  going  to 
see  this  kind  of  movement  in  1976. 
After  all,  even  bulls  get  older  and, 
perhaps,  tire  more  easily.  However, 
the  major  trend  has  been  reaffirmed 
rather  convincingly,  and  I  doubt  that 
this  year's  highs  have  been  reached. 

The  market  usually  flourishes  when 
money  is  cheap  and  getting  cheaper. 
It  makes  a  great  deal  of  difference 
for  the  buyer  of  stocks  on  margin 
(still  at  50%)  whether  he  pays  less 
than  7%  interest,  as  he  does  now,  or 
more  than  11%,  as  was  the  case  in 
1974.  And  then  there  is  another  fac- 
tor. When  money  rates  are  low  and 
Treasury  bills  barely  yield  5%,  it  be- 
comes less  and  less  attractive  to  "park" 

Mr.  Biel  is  ■  senior  vice  president  of  the  New 
York  Stoci(  Exchenge  firm  of  Hoppin,  Wstson  Inc 


The  Bull  Roared 

By  Heinz  H.  Biel 


idle  funds  in  very  short-term,  dollar- 
safe  investment  vehicles.  As  a  result 
the  stock  market  begins  to  look  rela- 
tively more  appealing. 

It  is  not  likely  that  money  rates 
will  stiffen  significantly  in  the  near 
future.  The  Federal  Reserve  reduced 
its  rediscount  rate  only  a  couple  of 
weeks  ago,  and  the  banks'  prime  lend- 
ing rate  has  come  down  to  6%%.  This 
ease  will  persist  until  commercial  loan 
demand  increases,  and  that  won't 
happen  until  the  economic  recovery 
picks  up  a  little  more  steam. 

Charging  bulls  and  trampling  bears 
are  not  particiilarly  discriminating. 
Their  driving  force  is  blind;  it  carries 
along  the  good  as  well  as  the  bad,  up 
or  down,  as  the  case  may  be.  During 
such  periods  of  massive  movements  it 
is  almost  immaterial  which  stock  you 
buy  or  sell,  and  dart  throwing  will 
pick  as  many  winners  as  deep,  fun- 
damental research.  In  a  recent  week, 
for  instance,  more  than  500  NYSE 
stocks,  one-quarter  of  all  issues  trad- 
ed, reached  new  highs  for  1975-76. 
This  is  a  very  large  number  for  a  pe- 
riod covering  nearly  13  months. 

Probably  sooner  rather  than  later, 
the  excitement  will  abate  and  the 
market  will  slow  down  to  a  more  lei- 
surely pace.  Then  it  will  be  possible 
again  to  see  which  stocks  have  ad- 
vanced too  far  too  fast  and  which 
stocks  have  been  overlooked  and  left 
behind.  At  that  point  one  should  for- 
get about  the  dart  and  start  using 
the  slide  rule  and  pencil. 

I  expect  that  investors  have  not  for- 
gotten the  costly  lesson  learned  in 
1974  and  will  remain  allergic  to  stocks 
sporting  multiples  that  are  unreasori- 
ably  high  in  relation  to  probable  earn- 
ings growth.  Investors  will  probably 
do  best  in  stocks  of  companies  of 
good  quality,  favorably  positioned  in 
their  respective  industry,  well  man- 
aged and  soundly  financed,  with  a 
good  predictability  of  future  earnings. 

A  stock  hke  Ingersoll-Rand  (79) 
would  seem  to  fall  into  this  category. 
This  year  will  be  the  fifth  in  a  row 
of  record  earnings,  with  an  estimated 
$6.40  a  share,  and,  because  of  its 
strong  order  backlog,  the  current  year 
should  witness  further  gains  to  per- 
haps the  $6.75-to-$7  range.  Dividends 


have  been  paid  since  1910,  and  an 
increase  in  the  present  modest  rate 
of  $2.48  seems  overdue. 

For  similar  reasons  I  favor  R.R. 
Donnelley  (24),  the  country's  largest 
commercial  printer.  Virtually  free  of 
debt  and  with  cash  items  alone 
amounting  to  over  two- thirds  of  cur- 
rent liabilities,  this  conservatively  but 
efficiently  run  company  probably  will 
report  earnings  of  close  to  $2  a  share 
for  1975,  and  another  peak  in  the 
$2.25-to-$2.30  area  is  projected  for 
1976.  Stocks  of  this  caliber,  in  my 
opinion,  deserve  a  multiple  of  better 
than  the  present  12,  e\en  though 
the  dividend  is  somewhat  inadequate. 

A  Bigger  Bang  For  A  Buck 

The  gold  bugs  have  become 
strangely  quiet.  I  have  not  seen  a 
single  advertisement  for  some  months 
now  inviting  the  faithful  to  (tax  de- 
ductible) "seminars"  on  gold  in  such 
pleasant  places  as  Bermuda,  Miami, 
Vegas  or  Zurich.  Since  it  has  become 
legal  for  us  to  buy  and  to  own  gold, 
nobody  seems  to  want  it.  Treasury 
Secretary  Simon  started  the  cooling 
process  by  auctioning  off  some  gold  a 
year  ago,  and  now  the  International 
Monetary  Fund  contemplates  selling 
a  much  more  massive  amount.  The 
Russians  probably  have  been  selling 
gold  to  pay  for  desperately  needed 
grain  imports,  and  the  Portuguese  are 
reported  to  have  done  the  same  to 
cover  the  flight  of  capital  and  other 
side  effects  of  the  revolution.  Finally, 
a  lower  inflation  rate  here  and  else- 
where may  have  lessened  the  urge 
to  seek  safety  in  gold. 

I  have  never  advocated  the  pur- 
chase of  gold  or  gold  stocks  for  invest- 
ment, but  neither  have  I  discouraged 
people  who  wanted  to  buy  gold  for 
their  peace  of  mind.  Although  the 
price  of  gold  has  come  down  from 
$200  an  ounce  to  $125,  I  still  do  not 
recommend  its  purchase.  However,  I 
do  not  deny  the  merits  of  gold  in  case- 
of  most  extreme  emergencies.  If  it- 
makes  you  feel  more  secure,  and  if 
you  can  afford  it,  buy  some  Kruger- 
rands  (now  below  $130)  and  put 
them  in  a  safe  deposit  box  in  a  Swiss 
bank.  It's  insurance.  And  just  as  you 
hope  not  to  make  a  "profit"  on  your 
own  life  insurance,  keep  the  gold  as 
an  "iron  reserve,"  praying  that  it  will 
never  be  needed. 

Speculators  should  look  at  gold 
purely  as  a  commodity.  Instead  of 
trading  in  gold  mining  shares,  thoy 
should  gamble  in  gold  futures  on  the 
Commodity  exchanges  for  a  much  big- 
ger bang  for  the  buck.  ■ 


58 


FORBES,    FEBRUARY    1,    1976 


NVP 


^LEADSSTEQ. 
COMPANY  RANKINGS 


Forbes  yardstick  of  Manaj^ment  Performance  Shows  NVF: 

1st  in  return  on  e<p% 
1st  in  earning  per  share 
2nd  in  retnm  on  total  cqiital 


METALS  — STEEL:  Yardsticks  of  Management  Performance 


Retta^  on  Equity 


Eaminss/Share 


Company      Ayn-age 


5.T»af 
Rank 


UtMi 

12M«titht 


OebV 
Equity 
R«U« 


tatwt 
IZiVUiHht 


S-Ytar 
Rank 


5-Year 
Avtrag* 


N«t 
Margin 


5-Year 
Average 


S-Year 
Rank 


S-Yaar 
Average 


5-Yaar 
Rank 


SPECIALTY  &  OTHER  STEELS 

NVF 

Copperweld 

Crane 

Northwestern  Steel 

Atiiione  industries 

Colt  industries 

Central  Steel  S  Wire 

C»iienter  Teehnoiogy 

interial(e 

Hanna  Mining 

Aii^heny  Ludlum  inds 

Uilcens  Steel 

Wiiwiing-Pitts  Steel 

Keytsone  Consolidated 

McLouth  Steel 

Cyclops 

Medians      10.7 


24.5% 

1 

15.2% 

0.7 

12.8% 

2 

15.1%t 

5.1% 

11.1%t 

9 

51.4%J 

1 

18.0 

2 

20.9 

0.2 

17.0 

3 

13.8 

5.9 

12.4 

6 

26.4 

4 

1       17.9 

3 

29.4 

0.7 

17.2 

4 

9.8 

5.6 

14.7 

3 

29.7 

3 

16.8 

4 

11.1 

0.0 

10.8 

1 

16.1 

7.4 

12.2 

7 

9.7 

10 

(       16.6 

5 

26.7 

1.6 

12.0 

10 

8.0 

5.0 

17,0 

2 

19.8 

6 

i       14.6 

6 

20.2 

0.7 

11.9 

8 

9.0 

5.7 

6.0 

16 

21.2 

5 

1       11.0 

7 

16.2 

0.1 

15.3 

4 

10,3 

3.0 

14.6 

4 

13.9 

9 

r       10.8 

8 

14.3 

0.1 

12.6 

7 

9.4 

6.7 

6.6 

15 

-1.0 

15 

1       10.6 

9 

13.8 

0.3 

10.7 

9 

8.5 

5.0 

11.0 

10 

14,2 

8 

1       10.5 

10 

15.3 

0.2 

13.1 

6 

9.5 

12.9 

7.7 

14 

3.1 

13 

!        9.5 

11 

10.4 

0.4 

7.4 

12 

6.9 

3.4 

9.7 

11 

-0.8 

14 

1        8.6 

12 

11.3 

0.1 

9.3 

11 

7.3 

3.9 

9.2 

12 

6.1 

11 

1        8.0 

13 

5.9 

0.4 

5.2 

13 

6.2 

2.4 

12.9|: 

5 

43.2t 

2 

6.0 

14 

8.7 

0.6 

7.0 

14 

4.8 

2.9 

9.1 

13 

4.8 

12 

1         5.5 

15 

6.4 

0.3 

5.2 

15 

4.6 

2.8 

11.6 

8 

16.7 

7 

>        5.1 

16 

def 

0.4 

def 

16 

4.0 

def 

17.6 

1 

-6.0 

16 

14.1 


0.4 


11.4 


8.8 


5.0 


11.4 


14.1 


industry  Metlians      10.6 


1W 


0.4 


9.3 


7.7 


4.6 


10.9 


WM 


Nate:  Explanation  of  Yardstick  calculalions  on  page  42.    t  Four-year  average,    t  Four-year  growth.   0-P  Deficit  to  profit;  not  ranked,   def— Deficit. 
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During  the  1964-1974  decade,  and  with  the 
acquisition  of  Sharon  Steel  in  1969,  NVF's 
sales  rose  from  $27,936,000  to  $533,352,000 
and  earnings  from  $1,339,000  to  $44,067,000. 
Earnings  per  share  (fully  diluted)  rose  from 
$.25  to  $4.57  and  stockholders'  equity  rose 
from  $3.1 3  to  $1 6.97  per  share.  * 

In  the  FORTUNE  MAGAZINE  tabulation  of 
the  500  leading  industrial  corporations  in  the 
United  States  (May,  1975),  NVF  ranked  2nd  in 
return  on  shareholders'  equity  and  8th  on 
earnings  per  share  growth  over  the  decade. 

Also,  based  on  a  five-year  average,  FORBES 
MAGAZINE  reports  that  NVF  ranks  1st  in 
return  on  equity,  1st  in  earnings  per  share 

^Adjusted  for  subsequent  stock  dividends  and  stock  splits  througli  September,  1975. 


growth  and  2nd  in  return  on  total  capital  of 

ail  steel  producers  —  basic  and  specialty.  Of 
all  929  leading  United  States  companies  in- 
cluded in  the  study,  NVF  ranked  1st  in  stock 
market  performance,  9th  in  growth  and  28th 
in  profitability. 

NVF's  performance  in  1974  set  new  records 
and,  despite  the  sluggish  economy,  it  is  likely 
that  operating  results  for  1 975  will  mark  it  sec- 
ond best  in  the  Company's  71-year  history. 

NVF,  as  the  world's  leading  manufacturer  of 
vulcanized  fibre  and  the  nation's  14th  largest 
steel  producer,  is  a  foremost  supplier  of  basic 
materials  for  American  industry.  Write  for  your 
copy  of  NVF's  annual  report. 


Greatiii^  Matmals 
for  Progress 
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NVF  COMPANY 

YORKLYN,  DELAWARE  19736. 
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Commodities 


What  The  Gold  Bugs  Forgot 


Stanley  W.  Angrist 


M&l 


A  YEAR  AGO  the  gold  bugs  were  sneer- 
ing at  ordinary  people  who  buy  stocks 
and  bonds.  They  will  probably  not 
sneer  again  soon.  As  one  wit  put  it, 
gold  wasn't  much  of  a  hedge  against 
inflation,  but  it  was  one  hell  of  a 
hedge  against  capital  gains.  While 
the  stock  market  was  going  up  almost 
50%,  gold  futures  dropped  33^. 

In  theii-  overweening  pride,  the 
gold  bugs  had  forgotten  about  Neme- 
sis. Nemesis  is  not  the  goddess  of  jus- 
tice, but  of  divine  retribution— a  mys- 
tical force  of  equilibrium.  Nemesis 
compensates.  The  ebb  succeeds  the 
flow.  What  commodity  speculators 
have  bought,  speculators  must  sell. 
Nemesis  is  a  practical  woman:  If 
there  were  not  decHnes  as  well  as 
rises,  risks  as  well  as  opportunities, 
nobody  would  ever  sell  and  there 
would  be  no  markets.  But  the  gold 
bugs  forgot  all  this.  They  forgot  about 
the  real  world  in  the  intoxication  of 
their  religion.  What  they  forgot 
turned  out  to  be  very  costly  for  those 
who  believed  them— especially  those 
who  believed  on  margin. 

In  early  January  1975,  gold  on  the 
spot  market  sold  for  $195  per  ovmce, 
while  the  April  1976  futures  contract 
traded  on  the  New  York  Commodity 
Exchange  (Comex)  for  $210.50  per 
ounce.  It  was  easy  to  find  experts  who 
would  tell  you  that  gold  would  soon 
reach  $400  per  ounce  as  inflation  got 
worse.  But  just  as  the  stock  market 
has  discovered  that  inflation  doesn't 
necessarily  mean  higher  stock  prices, 
so  the  gold  bugs  found  out  it  doesn't 
guarantee  higher   gold  prices   either. 

In  mid-September  the  London  gold 
price  (spot)  dropped  to  $128.75  per 
troy  ounce  and  the  April  1976  futures 
contract  finally  found  support  at 
$133.50  per  ounce.  On  a  100-ounce 
contract,  such  as  the  one  traded  on 
the  Comex,  that  represents  a  loss  (if 
you  had  gone  long  at  the  top)  of 
$7,700,  assuming  that  you  stuck  to 
your  convictions  about  bullion  during 
the  entire  $77-per-oimce  drop.  For 
the  bulls,  this  drop  would  have  rep- 
resented a  592%  loss  on  the  $1,300 
margin  required  on  a  contract.  That 
is  Nemesis  for  you— right  in  the  pock- 

Stanley  VV.  Angrist  is  a  professor  at  Carnegie-Mellon 
University  and  has  written  many  books,  including  one 
on  commodities. 


etbook.  The  rally  in  gold  since  then 
has  been  relatively  weak:  The  April 
contract  is  now  under  $130  an  ounce. 

Stormy  Weather 

To  invoke  divine  retribution  as  the 
cause  of  the  sell-off  seems  a  bit  pre- 
sumptuous; at  least  a  part  of  the  drop 
can  be  attributed  to  the  weather. 
(And  you  can  attribute  the  weather 
to  any  force— divine,  natural  or  other- 
wise—that suits  you.)  The  weather 
during  much  of  the  past  growing  sea- 
son in  the  Russian  grain-producing 
regions  was  abominably  dry.  In  De- 
cember a  Soviet  oflBcial  implied  that 
Russia  wall  harvest  only  137  million 
metric  tons  of  grain,  a  drop  of  78  mil- 
lion tons  from  their  original  goals.  To 
offset  this  precipitous  decline,  the 
Russians  are  expected  to  purchase 
about  25  million  tons  in  world  mar- 
kets at  a  cost  of  some  $4  billion. 

Sellers  of  grains  in  the  world  mar- 
ket won't  accept  rubles;  they  like 
dollars,  deutsche  marks  and  Swiss 
francs.  So  it  is  widely  believed  that 
the  Russians  began  to  unload  gold 
through  their  Swiss  banking  connec- 
tions during  1975. 

Who  would  have  thought  that  a 
poor  Russian  wheat  crop  would  be 
bad  news  for  gold?  But  that's  the  way 
it  is  in  speculation.  It's  the  things  you 
never  thought  about  that  kill  you. 

However,  it's  not  just  the  Russian 
need  for  grain  that  seems  to  have 
weighed  heavily  on  gold's  price.  The 
world  always  has  a  surplus  of  gold  in 
terms  of  commercial  needs.  Without 
a  steady  stream  of  beUevers  who  buy 
it  for  its  investment  qualities,  produc- 
tion always  outruns  consumption. 
Giuseppe  Modiano,  a  close  observer 
of  the  world  precious-metal  situation, 
estimates  that  in  1974  the  breakdown 
in  world  use  of  gold  (in  millions  of 
ounces)  was  as  follows:  jewelry  9.9; 
official  coinage  6.1;  electronics  3.1; 
dentistry  1.8;  industrial  and  decora- 
tive uses  1.6;  fake  coins  and  medals 
0.3,  totaling  22.8  million  ounces. 

Production  in  1974  was  estimated 
at  26.7  milhon  ounces  from  non-Com- 
munist sources  and  is  believed  to  be 
about  the  same  for  1975.  Even  with- 
out the  large  grain  purchases  that  the 
Soviets  made  last  year,  the  Russians 


are  estimated  to  have  sold  6.6  miUion 
ounces  in  1974,  and  central  banks 
are  beheved  to  have  sold  about 
800,000  oimces.  Thus,  the  amoimt  of 
gold  available  in  the  West  in  1974 
was  about  34.1  million  ounces.  With 
commercial  uses  taking  up  22.8  mil- 
lion ounces,  the  excess  of  supply 
over  demand  amounts  to  11.3  mil- 
lion ounces.  This  amoimt  was  either 
absorbed  by  bullion  investors  or  held 
in  storage  by  producers— but  in  either 
case,  it  acts  as  a  deterrent  to  a  bull 
market.  If  gold  enthusiasts  bought 
this  svuplus  at  the  average  1974  gold 
price  of  $159  per  ounce,  they  would 
have  shelled  out  something  close  to 
$1.8  billion.  (Keep  in  mind  this  is 
over  and  above  what  they  would  have 
spent  on  coins  and  medals. ) 

Putting  additional  presstire  on  the 
market  was  the  sale  by  the  Trea- 
sury of  750,000  ounces  in  January 
1975  and  the  sale  of  an  additional 
499,500  oimces  in  July  at  what  ap- 
peared at  the  time  to  be  a  bargain 
price  of  $165.05  per  ounce. 

The  straw  that  finally  broke  the 
camel's  back  was  the  action  of  the 
International  Monetary  Fund  at  its 
meeting  in  early  September  when  it 
annoimced  that  it  would  sell  25  mil- 
lion ounces  of  gold  over  the  next  four 
years.  Twenty-five  million  ounces  is 
about  20%  more  than  that  produced 
by  South  Africa  in  a  year  and  is 
worth  more  than  $2.5  billion.  At  their 
meeting  in  early  January  IMF  officials 
expressed  some  concern  about  how 
the  gold  sale  could  be  realized  with- 
out sharply  lowering  gold's  price.  So 
much  for  the  prospects  for  a  quick 
retiun  of  gold  to  the  old  highs. 

No,  gold  is  not  a  magic  metal.  It  is 
just  another  commodity.  It  was  a  poor 
investment  for  close  to  40  years.  Gold 
had  a  few  years  of  glory  when  the 
dollar  was  weak  and  paper  money 
was  falling  into  disrepute.  But  when 
American  agricultural  exports  began 
to  soar  and  when  their  prices  went 
up,  the  dollar  became  strong  again 
and  demand  for  gold  ebbed.  Essential- 
ly because  American  agriculture  is 
much  stronger  than  Soviet  agricul- 
ture, gold  met  its  Nemesis. 

Next  time  you  are  tempted  to  con- 
sider gold  as  a  long-term  hedge 
against  inflation,  remember  the  story 
of  the  old  man  who  told  his  sons  of  a 
treasure  buried  in  their  fields.  They 
tilled  the  soil  so  well  in  search  of  the 
treasure  that  they  raised  a  bumper 
crop.  Could  it  be  that  our  tnie  eco- 
nomic reserves  are  in  the  rich  fields 
of  grain  that  cover  the  Midwest, 
rather  than  in  Fort  Knox?  ■ 
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"If  this  musical  runs 
long  enough  to  generate 

word  of  niouth,the  word 


is  likely  to  be'blahV 


"It  is  riot  clear  how  the  notion  entered  the  producers'  heads  that  the  saga  of  Joan  of  Arc  had  the 
makPngs  of  a  musical  comedy.  At  that  crazed  moment,  they  should  have  consulted  an  exorcist." 


Consumerism  in  the  arts;  or,  theater- 
going made  safe. 

Over  the  years,  TIME  has  become 
famous   for   the   independence   of  its 
critical  eye.  And  for  its  abihty  to  ad- 
minister a  good,  sound  spanking  when 
it  seemed  appropriate. 

Indeed,  TIME  's    film    and    theater 


criticism  is  characteristically  so  brim- 
ful of  personal  enthusiasm,  both  pro 
and  con,  that  people  tell  us  they  have 
gone  to  see  bad  plays  precisely  because 
TIME  condemned  them  so  interestingly. 
You  know  what  TIME  does.  And 
reading  it  every  week  reminds  you 
how  well. 


The  Weekly  Newsmagazine 


Its  time 
American  Industry 

tooka  stand, 
for  Ecee  Enterprise. 


Here^s  Why.  Food prices.Gas-  The  grim  possibility  per- 

oline  prices.  Car  prices.  Double-  sists  that  it  coula  end  in  the 

digit  inflation.  death  of  the  system  that  has 

The  American  people  made  ours  the  mightiest  indus- 

feel  like  they  have  been  sucker-  trial  nation  on  earth, 
punched  in  the  pocket  book.  Too  many  of  us  have  cho- 

Repeatedly.  sen  to  keep  a  low  profile 

They  don't  know,  or  don't  through  the  growing  storm  of 

care,  about  the  avalanche  o{  disapproval, 
regulations  and  restrictions  Yet,  the  time  is  clearly 

that  have  made  painful  price  here  when  it  is  imperative  that 

rises  unavoidable.  the  benefits  of  free  enterprise 

Public  approval  of  busi-  be  pointed  out  to  those  who 

ness  is  at  an  all-time  low.  have  benefited. 

And  a  recent  Gallup  Poll  We  at  Phillips  Petroleum 

found  that  a  ma  jority  of  Amer-  think  that  the  responsibility 

ican  college  students  don't  even  for  doing  this  lies  with  the 

understand  the  economic  people  who  work  at  the  heart 

system  they've  grown  up  in.  of  the  system:  America's  busi- 

Where  wul  it  end?  nesses. 


Here^s  How.  Underlying  a 
lot  of  the  American  people's 
resentment  of  American  busi- 
ness and  the  free  enterprise 
system  is  simple  ignorance  of 
the  system. 

So  the  Phillips  Petroleum 
Company  has  produced,  and 
will  be  continuing  to  produce, 
television  commercials  point- 
ing out  specific  benefits  of  the 
system. 

Every  commercial  is  pre- 
tested, and  must  meet  certain 
performance  norms  in  posi- 
tively influencing  viewer  atti- 
tudes toward  free  enterprise. 


Free  Enterprise. 

Sometimes  we  forget 

how  well  it  works. 


YOUR  NAME. 


This  commercial  shows  that  an  average  American  paperboy 
earns  more  than  50%  of  the  people  on  earth. 

Now,  as  a  first  step  in  a 
joint  program,  weVe  maldng 
our  most  recent  commercial 
available  to  any  company 
wanting  to  use  it.  Companies 
who  contact  us  now  will  also 
be  informed  of  subsequent 
commercials  in  the  "Free  En- 
terprise'' series. 

We  will  tag  the  commer- 
cials with  your  logo  through 


our  facilities.  For  each  com- 
mercial the  charge  will  be 
$160  for  your  first  print,  plus 
$12  for  each  additional  print. 

The  $160  charge  covers 
only  our  costs  incurred  in 
making  optical  transfers  and 
for  film  lao  costs  in  producing 
one  air-  quality  print  for  you. 

Selecting  stations  and 
paying  for  broadcast  time  are 
up  to  you,  of  course. 

It  you  are  interested,  mail 
in  the  coupon.  We  utge  you 
to  do  so. 

American  industry  can 
no  longer  afford  to  harbor  its 
own  silent  majority. 

It's  gone  past  the  point 
where  an  isolated  business  has 
come  under  attack.  The  sys- 
tem itself  is  in  danger. 

And  if  we  don't  stand 
up  for  it,  who  will? 


Phillips  Petroleum  Company,  Adverrising  and  Merchandising 
326  Adams  Bldg.,  Bardesville,  OK  74004 

Please  send  me  the  brochure  and  ordering  information  on  the 
"Free  Enterprise"  commercial  program.  I  understand  that  this 
request  puts  me  under  no  further  obligation. 


Company  Name 

Title/Position 

Address 

City 

IIIDcS      

State  Zip 

The  Performance  Company 
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Parcel-gilt  silver  and  enamel  vodka  cup  in  the  form  of  a  miniature  helmet  of  the  Imperial  Horse  Guard. 
By   Carl  Faberge,  Jeweler  to  the  Czars   of  all  the   Russtas    From  the  Forbes   Magazine  Collection. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  640,000  executives 

subscribe  to  Forbes  An  additional 

1 

million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 
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Sleeping  Beauties? 


It  took  a  kiss  from  the  handsome 
prince  to  awaken  the  sleeping  prin- 
cess, but  what  will  awaken  the  Amer- 
ican Stock  Exchange  and  over-the- 
counter  stocks  listed  below?  Last 
month  the  Dow  Jones  industrials  were 
within  10%  of  their  alltime  highs,  but 
stocks  of  small,  profitable  and  grow- 
ing companies  have  hardly  begun  to 
recover  from  the  disaster  of  1970. 

Take,  for  example,  Butler  Interna- 
tional. In  1968  it  earned  83  cents  a 
share  and  sold  at  over  40;  last  year 
it  earned  nearly  three  times  as  much 
but  sold  at  85b.  National  Medical  En- 
terprises sold  close  to  30  in  1970 
when  it  was  earning  91  cents  a  share; 
it  earned  more  than  double  that  last 
year,  but  it  sells  at  only  8.  You  could 
go  on  and  on. 

The  curse  of  the  wicked  queen  put 
Snow  White  out  of  action.  The  virtual 
disappearance  of  the  market  for  small 


stocks  sent  these  100  companies  into 
slumberland.  By  the  way,  there  are 
hundreds  more  like  these. 

But  talk  about  unappreciated  beau- 
ty! Nearly  all  of  these  companies  have 
shown  excellent  sales  growth  over  the 
past  half  decade— more  than  1,000% 
in  the  cases  of  Buttes  Gas  &  Oil  and 
Offshore  Logistics.  Eight  out  of  every 
ten  have  doubled  their  earnings— or 
better— since  1970.  Most  of  them  pay 
dividends  and  all  have  been  consis- 
tently profitable.  Yet  none  of  these 
stocks  sells  for  more  than  seven  times 
earnings,  and  many  of  them  for  as  lit- 
tle as  four  or  less. 

These  beauties  come  in  all  shapes 
and  sizes.  Their  endeavors  run  the 
gamut  of  American  industry  {see  col- 
umn 2  below).  They  range  in  size 
from  $15  million  in  annual  revenues 
(Community  Psychiatric  Centers)  to 
$160  million  (Penn  Traffic) . 


The  trouble  with  many  of  these 
stocks  is  that  they  have  no  real  spon- 
sorship. They  are,  like  Snow  White, 
motherless.  The  institutions  don't 
bother  with  these  small  companies, 
and  the  investment  bankers  that  took 
them  public  have  long  since  pocketed 
the  cash  and  have  lost  interest  in  mak- 
ing a  market. 

Okay,  but  what  can  bring  these 
stocks  to  life?  It  could  be  that  if  the 
bull  mart  continues  in  blue  chips, 
the  public  and  the  institutions  will 
begin  looking  elsewhere  for  bargains. 
WTiat  better  place  than  in  companies 
that  have  more  growth  leverage  than 
giant  companies? 

"Some  day,  my  prince  will  come."  ■ 
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-Earnings 

Per  Share^ 

Latest 

12  Months 

' 

% 

Fiscal 

Price/ 

Latest 

Increase 

Year 

Current 

1975-76 

Earnings 

Recent 

12 

from 

Revenues 

Indicated 

Price 

Company 

Industry 

Traded 

Ratio 

Price 

Months 

1970 

(Mil) 

Dividend 

Range 

AAV  Companies 

Food  Service 

ASE 

3.8 

53/8 

$  1.37 

69.1% 

$  95.6 

$0.28 

6%-  3V8 

Addison-Weslcy  Publishing 

Publishing 

OTC 

4.4 

7% 

1.79 

101.1 

50.7 

0.40 

lOVa-  6 

Aero-Flow  Dynamics 

Industrial  Equip. 

ASE 

2.9 

5 

1.70 

169.8 

47.5 

0.15 

6%-  2V8 

Affiliated  Publications 

Publishing 

ASE 

5.5 

71/4 

1.33 

84.7 

101.7 

0.40 

73/4-  5V2 

Airpax  Electronics 

Electronics 

ASE 

4.9 

6% 

1.39 

297.1 

19.1 

0.40 

7%-  3V2 

Alliance  Tire  &  Rubber 

Tires 

ASE 

3.0 

5% 

1.97 

13.2 

58.0 

0.36 

7y2-  4V2 

Allyn  &  Bacon 

Publishing 

OTC 

4.3 

AVa 

0.99 

661.5 

23.3 

0.35 

53/4-  Vk 

Armin  Corp 

Plastics 

ASE 

5.1 

12% 

2.51 

382.7 

46.5 

0.12 

i3y2-  gya 

Associated  Truck  Lines 

Trucking 

OTC 

4.6 

9V2 

2.08 

494.3 

91.9 

0.80 

i5y4-  33/4 

Atwood  Oceanics 

Drilling 

OTC 

3.7 

7V2 

2.01 

95.1t 

46.7 

none 

i3y4-  6y4 

Banner  Industries 

Multi-Industry 

ASE 

4.8 

41/8 

0.86 

855.6 

93.6 

0.06 

43/4-  Vk 

Barber-Greene 

Industrial  ^quip. 

OTC 

3.6 

12V8 

3.40 

900.0 

132.0 

0.60 

13-  9 

Bertea  Corp 

Aerospace 

ASE 

4.5 

41/2 

1.00 

143.9 

33.6 

0.16 

93/4-  33/4 

Beverage  Management 

Soft  Drinks 

OTC 

6.6 

103/4 

1.64 

164.5 

79.1 

0.28 

103/4-    4 

Bluefield  Supply 

Industrial  Equip. 

OTC 

3.6 

183/4 

5.27 

258.5 

103.8 

1.25 

34     -123/8 

Brooks  &  Perkins 

Industrial  Equip. 

ASE 

4.2 

10 

2.37 

2,862.5 

32.6 

0.28 

lOya-  4 

Buell  Industries 

Auto  Parts 

ASE 

6.5 

8^/2 

1.31 

122.0 

35.0 

0.30 

9y8-  4y4 

Butler  International 

Transportation 

ASE 

3.7 

85/8 

2.33 

D-P 

90.1 

0.50 

115/8-    6 

Buttes  Gas  &  Oil 

Energy 

ASE 

5.1 

22y2 

4.44 

6,242.9 

72.1 

none 

23y8-i4y4 

Champion  Products 

Consumer  Goods 

OTC 

5.2 

133/4 

2.66 

141.8 

65.5 

0.80 

i5y4-  93/4 

Clevepak 

Packaging 

OTC 

5.5 

14 

2.54 

80.1 

75.0 

1.00 

143/4-  7y4 

Community  Psychiatric  Centers 

Health  Care 

ASE 

5.8 

7y4 

1.24 

235.1 

15.5 

0.20 

10  -  4y4 

Conwed 

Building  Prod. 

OTC 

4.5 

7 

1.55 

D-P 

65.6 

0.55 

83/4-  43/4 

Cross  Co  - 

Industrial  Equip. 

OTC 

4.2 

13 

3.13 

46.9 

89.0 

0.40 

i4y2-  7y4 

Dart  Drug 

Retailer 

OTC 

7.4 

12V2 

1.68 

97.6 

116.8 

0.13 

13   -  sya 

Data  Documents 

Information  Proc. 

ASE 

5.4 

33 

6.08 

261.9 

64.7 

none 

43   -273/4 

Dataproducts 

Information  Proc. 

ASE 

6.9 

55/8 

0.81 

D-P 

94.7 

none 

6y2-  2y8 

Diamond  M  Drilling 

Drilling 

ASE 

4.0 

18^/4 

4.53 

547.1 

41.8 

none 

293/8 -isya 

Digicon 

Information  Proc. 

ASE 

5.6 

6 

1.07 

D-P 

26.1 

none 

95/8-  4y4 

Dixilyn 

Drilling 

ASE 

3.1 

73/8 

2.35 

840.0 

21.4 

0.40 

iiys-  53/4 

Donaldson 

Industrial  Equip. 

OTC 

5.6 

17V2 

3.11 

122.1 

119.2 

0.70 

20  -ioy2 

Duplex  Products 

Paper  Prod. 

ASE 

4.2 

20 

4.81 

434.4 

73.5 

0.60 

25   -11% 

Edgington  Oil 

Energy 

ASE 

5.6 

293/8 

5.25 

609.5 

127.5 

0.50 

27     -16y8 

Elcor  Chemical 

Construction 

ASE 

7.2 

53/8 

0.75 

D-P 

63.7 

none 

53/8-  iVs 

Essex  Chemical 

Chemical 

ASE 

6.0 

7 

1.16 

D-P 

47.5 

0.20 

9y4-  2y2 

Fair  Lanes 

Leisure 

OTC 

5.7 

SVs 

0.98 

180.0 

34.4 

0.20 

6y4-  23/4 

Falcon  Seaboard 

Energy 

ASE 

4.2 

32y8 

7.61 



47.0 

0.80 

443/8-163/4 

Frantz  Manufacturing 

Building  Prod. 

ASE 

4.8 

ioy4 

2.13 

74.6 

37.2 

0.64 

1078-  73/4 

Gates  Learjet 

Aerospace 

OTC 

2.9 

8% 

3.02 

D-P 

115.4 

none 

9     -  4 

Gilbert  Associates 

Construction 

OTC 

6.2 

173/4 

2.86 

204.3 

104.1 

0.75 

29y4-  9y4 
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Latest 
12  Months 

_ 

-Earnings 

Per  Share-, 

% 

Latest 
Fiscal 

Price/ 

Latest 

fncrease 

Year 

Current 

1975-76 

Earnings 

Recent 

12 

from 

Revenues 

Indicated 

Price 

Company 

Industry 

Traded 

Ratio 

Price 

Months 

1970 

(Mil) 

Dividend 

Range 

PM  Glalfelter 

Paper  Prod. 

ASE 

4.5 

30V8 

$6.84 

350.0% 

$77.6 

$2.00 

34y2-18y2 

Globe  Industries 

Building  Prod. 

ASE 

5.9 

11% 

1.92 

585.7 

35.3 

0.40 

i2y8-  3y2 

Glosser  Bros 

Retailing 

ASE 

5.2 

93/4 

1.88 

86.1 

89.9 

0.30 

93/4-  43/4 

Gloucester  Engineering 

Industrial  Equip. 

ASE 

3.7 

9V4 

2.53 

17.7 

31.0 

none 

113/4-  4y8 

Gray  Tool 

Industrial  Equip. 

OTC 

5.2 

153/8 

2.94 

716.7 

< 

55.8 

0.16 

21  Yb-  93/4 

Hall's  Motor  Transit 

Trucking 

ASE 

4.7 

ZVa 

1.52 

508.0 

135.8 

0.46 

8  3 '8-  6y4 

Hastings  Mfg 

Auto  Parts 

ASE 

6.4 

eVs 

1.04 

36.8 

29.2 

0.48 

678-  5 

Hillhaven 

Health  Care 

ASE 

6.1 

4y8 

0.68 

61.9 

78.1 

0.24 

5     -  378 

IMC  Magnetics 

Industrial  Equip. 

ASE 

4.8 

6 

1.24 

210.0 

21.7 

0.20 

1172-  578 

International  Aluminum 

Aluminum 

ASE 

5.5 

73/8 

1.34 

148.1 

38.6 

0.20 

73/8-  4y8 

Irvin  Industries 

Safety  Equip. 

ASE 

5.2 

4V4 

0.81 

D-P 

57.9 

none 

578-  iy8 

Jaclyn 

Handbags 

ASE 

5.6 

lOVs 

1.80 

210.3 

32.1 

0.42 

1074-  33/4 

Jacobs  Engineering 

Construction 

ASE 

5.2 

9% 

1.90 

118.4 

142.1 

0.40 

i4y4-  5y8 

jetronic  Industries 

Multi-Industry 

ASE 

5.9 

2% 

0.49 

1,533.3 

22.5 

none 

278-  VM 

Kent-Moore 

Industrial  Equip. 

OTC 

4.7 

21 

4.50 

99.1 

54.7 

1.40 

23     -133/4 

Keyes  Fibre 

Packaging 

OTC 

5.5 

14 '72 

2.66 

92.8 

69.9 

1.00 

1674-  93/4 

Keystone  Industries 

Industrial  Equip. 

ASE 

3.7 

5% 

1.58 

64.6 

32.2 

0.30 

83/8-    4 

Knickerbocker  Toy 

Leisure 

ASE 

5.9 

I2V2 

2.13 

353.2 

23.9 

none 

143/4-  4% 

Lightolicr 

Lighting 

ASE 

5.9 

4y4 

0.72 

D-P 

63.4 

none 

55/8-    23/4 

Arthur  D.  Little 

Consultants 

OTC 

4.7 

8V4 

1.75 

121.5 

69.4 

0.30 

972-  672 

Louisville  Cement 

Construction 

ASE 

5.1 

1978 

3.92 

117.8 

54.5 

1.20 

2278-1472 

Manitowoc 

Industrial  Equip. 

OTC 

4.7 

22  V2 

4.79 

129.2 

121.0 

1.30 

2272-1174 

Marcus  Corp 

Leisure 

OTC 

6.6 

8 

1.22 

110.3 

56.2 

0.10 

83/4-  3 

Mark  Controls 

Industrial  Equip. 

ASE 

4.5 

22  V2 

4.98 

601.4 

64.2 

0.20 

2278-1472 

Marshall  Industries 

Multi-Industry 

ASE 

5.0 

5V2 

1.11 

282.8 

43.1 

none 

73/4-  3 

Mego  International 

Leisure 

ASE 

4.0 

9'/2 

2.40 

370.6 

38.1 

0.16 

1378-  6 

MEM  Co 

Consumer  Goods 

ASE 

5.2 

12V8 

2.44 

67.1 

34.4 

0.80 

13       -    63/4 

Merchants 

Transportation 

OTC 

5.4 

153/4 

2.90 

114.8 

106.9 

0.80 

1678-1072 

Michigan  Sugar 

Sugar 

ASE 

1.4 

15 

10.80 

1,641.9 

83.5 

1.75 

1878-113/4 

Mine  Safety  Appliances 

Safety  Equip. 

OTC 

5.0 

40 

7.93 

246.3 

143.2 

0.68 

45     -19 

Mitchell  Energy  &  Deve 

Energy 

ASE 

5.5 

18'/2 

3.37 

481.0 

99.4 

none 

1872-  9 

MITE  Corp 

Industrial  Equip. 

ASE 

5.3 

33/4 

0.71 

610.0 

42.3 

0.16 

572-  374 

Napco  Industries 

Auto  Parts 

ASE 

4.6 

43/8 

0.96 

380.0 

38.5 

none 

574-  1V8 

National  Medical  Enterprises 

Health  Care 

ASE 

3.9 

8V8 

2.06 

126.4 

90.2 

0.24 

1072-  478 

Newberry  Energy  Corp 

Industrial  Equip. 

ASE 

3.9 

7y8 

1.94 

743.5 

45.3 

0.16 

8V8-  6 

Offshore  Logistics 

Marine  Services 

OTC 

4.1 

i3y8 

3.17 

437.3 

38.1 

0.28 

1674-  73/4 

Ohio  Ferro-Alloys 

Metals 

OTC 

2.7 

i4y2 

5.29 

181.4 

101.6 

0.80 

1672-10 

Olga 

Apparel 

OTC 

3.9 

4y2 

1.16 

190.0 

27.7 

0.40 

53/4-  33/8 

Overseas  National  Airways 

Transportation 

OTC 

4.5 

7 

1.55 

D-P 

87.1 

none 

8     -  474 

Pako  Corp 

Photo.  Equip. 

OTC 

4.4 

9y4 

2.08 

144.7 

53.3 

0.48 

12     -  43/4 

Patrick  Petroleum 

Energy 

ASE 

5.4 

778 

1.45 

208.5 

41.3 

none 

113/8-    672 

Penn  Traffic 

Retailer 

ASE 

4.6 

193/8 

4.23 

93.2 

159.9 

1.20 

193/4-14 

Pep  Boys 

Auto  Parts 

ASE 

5.8 

2oy2 

3.56 

21.1 

84.0 

1.00 

223/4-11 

PepCom  Industries 

Soft  Drinks 

ASE 

3.8 

IVA 

2.99 

236.0 

40.9 

0.44 

113/4-  43/8 

Pott  Industries 

Marine  Services 

OTC 

4.6 

213/8 

4.60 

277.0 

150.6 

0.60 

253/4-1878 

Quaker  Chemicals 

Chemicals 

OTC 

6.2 

2372 

3.77 

389.6 

47.2 

0.88 

2674-1072 

Raymond  Corp 

Industrial  Equip. 

OTC 

4.7 

1072 

2.24 

103.6 

47.3 

0.30 

13     -  572 

RB  Industries 

Retailer 

ASE 

6.4 

sye 

0.80 

105.1 

41.8 

none 

578-  278 

Russell  Corp 

Apparel 

ASE 

5.8 

14y2 

2.52 

908.0 

107.3 

0.72 

145/8-  778 

Sea  World 

Leisure 

OTC 

6.5 

13 

2.01 

111.6 

33.1 

none 

14     -  33/8 

Seligman  &  Latz 

Consumer  Serv. 

ASE 

6.1 

143/4 

2.40 

650.0 

115.4 

1.00 

16     -  73/4 

Showboat 

Leisure 

ASE 

5.3 

123/4 

2.40 

179.1 

19.5 

0.80 

1578-  73/8 

Simpson  Industries 

Auto  Parts 

OTC 

5.6 

173/4 

3.18 

183.9 

61.6 

1.20 

173/4-  73/4 

Spectro  Industries 

Health  Care 

ASE 

3:9 

372 

0.90 

130.8 

96.0 

none 

33/4-   172 

Suliair  Corp 

Industrial  Equip. 

OTC 

6.2 

12 

1.93 

310.6 

41.9 

none 

19       -    83/8 

Terra  Resources 

Energy 

OTC 

4.0 

1074 

2.56 

293.8 

37.0 

none 

15     -  772 

Valmont  Industries 

Agricult.  Equip. 

OTC 

5.9 

153/4 

2.83 

1,668.8 

70.5 

none 

2174-  974 

Warner  Elec  Brake  &  Clutch 

Industrial  Equip. 

OTC 

5.4 

1072 

1.93 

78.7 

73.4 

0.70 

1178-  878 

Wehr  Corp 

Industrial  Equip. 

OTC 

2.4 

1172 

4.70 

167.0 

48.0 

0.60 

1772-  572 

Jack  Winter 

Apparel 

OTC 

4.0 

14 

3.53 

443.1 

69.8 

0.90 

1578-  53/4 

t  %  increase  from  1971.         D-P  Deficit  to 

Profit. 

-i^an 
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All  Marsh  GM^^Lennan  offices 

are  created  equaL 


Except  one. 


What  makes  one  office  exceptional  is  the  fact  that  it's  your  local  Marsh  &  McLennan  office.  Close  to 
you,  your  business,  your  needs.  D  Even  so,  it's  even-up  in  expertise  with  all  of  the  other  Marsh  & 
McLennan  offices.. .thanks  to  our  National  Services  Organization.  DThis  means  each  of  our  offices 
can  tap  the  full  resources  of  the  company's  extensive  technical  and  professional  skills.  Consider 
how  this  can  help  you.  Corporate  risk  management  problems  often  call  for  highly  specialized  solu- 
tions, which  local  Marsh  G-  McLennan  offices,  working  with  National  Services  Organization  spe- 
cialists, are  equipped  to  deliver.  Fo^all  our  clients.  Everywhere.  D  It's  a  big  promise  that  each  of  our 
international  network  of  offices  is  able  to  keep.  DThe  more  you  know  about  Marsh  &  McLennan, 
the  more  you'll  know  how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 
come  to 
tlie  leader. 

Marsh  & 
Mciennan 


6REAS0NS 
WHY  THE 
DREYFUS 
SPECIAL 
INCXDME 
FUNDB 
SPECIAL 

SPECIAL  BECAUSE  there  is  no 
sales  charge  when  you  invest 

SPECIAL  BECAUSE  there  is  no 
charge  when  you  redeem 

SPECIAL  BECAUSE  It  has  two 

objectives:  maximum  current 
income  is  primary;  capital 
appreciation  is  secondary 

SPECIAL  BECAUSE  you  can 

begin  with  only  $500 

SPECIAL  BECAUSE  you  can 

receive  checks  monthly 
through  automatic  withdrawal 

SPECIAL  BECAUSE  you  can 

invest  automatically  each  month 
through  the  "Auto-Invest"  plan 


TAX  DEFERRED  s 

Accounts  Available 

Keogh  Plan  for  Self-employed 
($500  minimum;  $7,500  maximum) 

Individual  Retirement  Account 
($500  minimum;  $1 ,500  maximum) 


Call  toll-free: 
800-325-6400 

In  Missouri: 
1-800-342-6600 


047S103 

Dreyfus  Special  Income  Fund 

600  Madison  Ave. 
New  York,  N.Y.  10022 

For  more  complete  information, 
including  charges  and  expenses, 
obtain  a  prospectus  by  sending 
this  coupon.  Read  it  carefully 
before  you  invest  or  send  money. 

Name 


Address - 
City 


State. 


-Zip, 


Please  send  D  Keogh  Plan  D  IRA  information 


The  Funds 


M&l 


For  Leverage  Lovers 

Most  investors  are  familiar  with  the 
potent  leverage  of  stock  options  and 
warrants,  but  do  you  know  about  the 
potential  kickers  in  dual-purpose 
funds?  Now  that  the  market  is  rally- 
ing, they  are  worth  a  second  look. 

Dual  fiinds  get  their  leverage  this* 
way:  They  have  two  sets  of  share- 
holders. One  set,  the  income  share- 
holders, collects  all  the  portfolio's  div- 
idends and  interest;  the  other  set, 
the  capital  shareholders,  gets  credited 
with  all  the  fund's  gains— and  losses. 
In  a  rising  market,  a  25%  increase  in 
the  value  of  a  dual  fund's  portfolio 
means  a  50%  or  more  appreciation  for 
the  capital  investor,  and  vice  versa  in 
a  dowTi  market.  The  leverage  works 
for  the  income  shareholder,  too:  His 
$1  collects  the  earnings  of  $2.  "Two 
banks  for  the  buck,"  the  promoters 
used  to  say.  But  it  was  two  busts  for 
the  buck  when  the  market  dropped. 

Today's  seven  dual  funds  {see  ta- 
ble below)  were  all  introduced  in 
1967,  near  the  height  of  the  Sixties' 
roaring  bull  market.  Between  1972-75, 
the  Dow  Jones  industrial  average 
dropped  16%.  Holders  of  the  income 
shares  fared  fairly  well,  but  the  capi- 
tal shareholders  were  clobbered.  The 
net  asset  value  of  a  capital  share  of 
Scudder  Duo-Vest  (assets:  $99  mil- 
lion) slumped  36%;  of  American  Dual- 
Vest  ($35  million),  56%;  of  The  Le- 
verage Fund  ($53  million),  39%. 

Shareholders  fared  even  worse  than 
that,  however.  Dual  funds  are  closed- 
end;  they  cannot  be  redeemed  for 
many  years.  Therefore,  they  sell  only 
for  what  other  investors  are  willing 
to  pay  for  them.  The  results  were  dev- 
astating for  dual-fund  holders.  Gem- 
ini, one  of  the  best  of  the  duals, 
dropped  from  175b  in  1969  to  5  in 
1974;  American  DualVest  from  near- 
ly 20  to  25b.  It  was  a  near  wipeout. 

But  why  are  we  telling  this  sad 
story   now— when  the   market  has  fi- 


nally moved  up  decisively?  Because 
the  same  leverage  that  almost  oblit- 
erated the  duals  in  the  early  Seven- 
ties may  work  in  their  favor  if  the 
market  continues  strong. 

Look  what  has  happened  to  their 
prices  already:  While  the  Dow  indus- 
trials have  risen  about  65%  from  their 
lows,  Gemini  is  up  150%;  American 
DualVest  100%;  and  so  on.  The  lever- 
age has  been  working. 

But  only  part  of  the  leverage.  Most 
of  the  funds  still  sell  at  hefty  dis- 
counts: Gemini,  34%,  American  Dual- 


Neff  of  Gemini 

Vest,  31%,  Scudder  Duo- Vest,  34%.  If 
the  market  continues  to  rise,  some  of 
these  discounts  may  start  to  shrink, 
and  the  dual  funds  will  continue  to 
outperform  the  market  on  the  up  side. 
Given  enough  time,  the  discounts 
are  guaranteed  to  shrink.  All  of  these 
funds  must  either  liquidate  or  become 
open-ended  at  a  certain  date.  They 
were  launched  with  specific  life  spans 
ranging  from  12  years  to  18  years. 
Thus,  American  DualVest  liquidates 
in  June  1979;  Scudder  Duo-Vest,  Le- 
verage Fund  and  The  Income  and 
Capital  Fund  in  1982;  Putnam  Duo- 
Fund  in  1983;  Gemini  in  1984  and 
Hemisphere  in  mid-1985.  By  contrast, 
the  ordinary  closed-end  fund  rare- 
ly liquidates.  As  Wellington's  John 
NeflF,  who  manages  the  Gemini 
Fund,    puts    it,    "With    these    funds, 


The  Dual  Funds 


Income  Shares- 


Fund 


, — Capital  Shares — ^, 

Liquidation   Recent     Net  Asset     Recent      Recent    Liquidation 
Date  Price  Value  Price  Yield  Value 


American  DualVest 
Gemini 
Hemisphere 
Income  and  Capital 


1979  $  5.13 

1984  11.75 

1985  1.63 
1982  5.88 


$  7.41 

17.80 

.95 

8.88 


$13.00 

13.50 

7.00 

9.70 


9.2% 
10.2 
9.4 
8.2 


$14.80 
11.00 
11.44 
10.00 


Leverage 

Putnam  DuoFund 
Scudder  Duo- Vest 


1982 
1983 
1982 


8.50 
5.13 
5.88 


12.45 
7.79 
8.91 


12.63 

19.14 

8.75 


8.9 

7.1 
8.8 


14.01 

19.75 

9^(^ 
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Let  Value  Line  Help  You  Identify 

400  STOCKS  TO  AVOID  NOW 


Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months 


An  otherwise  solid  stock  portfolio  can 
be  largely  undone  by  a  few  "misfits."  So 
it's  important  to  be  able  to  identify 
"weak"  stocks  as  well  as  "strong"  ones. 
And  to  be  Immediately  aware  of  signifi- 
cant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment 
Survey  every  week  of  the  year  ranks 
1600  stocks  —  each  relative  to  all  the 
others  —  for  Probable  Market  Per- 
formance in  the  next  12  Months,  as 
follows: 
100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above 

Average) 
800  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below 

Average) 
100  stocks  are  ranked  5  (Lowest) 
Not  every  stock  will  perform  in  accor- 
dance with  its  rank  in  any  year,  and  no 
system  can  guarantee  a  profit  or 
eliminate  the  possibility  of  loss.  But 
such  a  high  percentage  have  done  so  in 
the  past,  for  logical  reasons  based  on 
earnings,  growth  rates  and  risk,  that 
although  no  one  can  guarantee  future 
results,  the  probabilities  are  such  as  to 
put  the  odds  definitely  In  your  favor 
when  you  line  up  your  stocks  with  the 
Value  Line  ranks. 

400  STOCKS  TO  AVOID  NOW 

The  ranks  are  designed  to  measure 
probabilities.  We  expect  higher-ranked 
stocks  to  go  up  more  in  a  rising  market 
-  -^  or  down  less  in  a  market  drop  — 
than  lower-ranked  stocks.  And  con- 
versely . . . 

We  expect  the  400  stocks  ranked 
4  or  5  tor  Performance  to  go 
DOWN  MORE  or  UP  LESS  than 
all  the  1200  others  within  the  12 
months  directly  ahead. 
The  400  stocks  currently  ranked  un- 
favorably (Value  Line  Nov.  14)  include 
some  very  big  names.  Just  a  few  of 
them    are   GILLETTE,    DUPONT. 
TEXACO,  OCCIDENTAL  PETROLEUM, 
MINNESOTA    MINING.    KENNECOTT. 
SEARS  ROEBUCK,  GULF  OIL   (This 
may  show  why  you  shouldn't  confuse 
the  excellence  of  a  company  with  the 
current  merits  of  Its  stock.) 

LOOKING  FOR  PERFORMANCE? 

Even  if  your  primary  objective  is  yield. 
or  safety,  or  long-term  appreciation,  we 
suggest  you*  stay  away  from  stocks 
currently  ranked  4  or  5  by  Value  Line 
for  Next-12-Months  Performance. 
And,  of  course,  if  superior  relative  price 
action  is  what  interests  you  most,  then 
we  suggest  you  give  special  attention  to 
the  100  stocks  currently  ranked  1 
(Highest)  by  Value  Line  for  Probable 


Market  Performance  in  the  Next  12 
Months. 

UPDATED  EVERY  WEEK 

Every  week  —  for  EACH  of  1600  stocks 
—  The  Value  Line  Investment  Survey  in 
its  Summary  of  Advices  and  Index 
presents  the  up-to-date . . . 

a)  Rank  for  Relative  Probable  Price 
Performance  in  the  Next  12  Months 
—  ranging  from  1  (Highest)  down  to 
5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  In  the  Next  12 
Months  —  (100  stocks  offer  yields  of 
9.3%  and  up  —  Value  Line  Nov.  14.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years  —  showing 
the  future  "target"  price  range  and 
the  percentage  price  change  in- 
dicated. (100  stocks  are  In  the  350% 
to  900%  range  —  Value  Line  Nov. 
14.) 

e)  Current  price  and  P/E,  plus  es- 
timated annual  earnings  and 
dividends  in  current  12  months.  Also 
the  stock's  Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months  —  including  23 
series  of  vital  financial  and  operating 
statistics  going  back  10  years  and  es- 
timated 3  to  5  years  into  the  future. 

SPECIAL  HALF-PRICE  OFFER 

You  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the 
next  12  weeks  for  only  $29  (almost  50% 
off  the  regular  rate).  We  make  this 
special  offer  because  we  have  found 
that  a  high  percentage  of  those  who 


once  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The  in- 
creased circulation  enables  us  to 
provide  this  service  for  far  less  than 
would  have  to  be  charged  to  a  smaller 
number  of  subscribers.  Your  trial  will 
include  ail  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety  —  together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  & 
REPORTS  taction  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full  page  reports  like  this  are 
issued  on  all  1600  stocks,  replacing 
and  updating  the  previous  reports.  (It 
takes  but  a  minute  a  week  to  file  the 
new  reports  in  your  Value  Line  binder.) 
EVERY  WEEK  a  new  SELECTION  A 
OPINION  tectlon  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock  —  plus  a  wealth 
of  Investment  background  including 
the  Value  Line  Composite  Average  of 
more  than  1600  stocks. 
PLUS  THIS  $35  BONUS...  Value 
Line's  complete  1800-page  Investors 
Reference  Service  (sold  separately  for 
$35),  with  our  latest  full-page  reports 
on  ail  stocks  under  review  —  fully  in- 
dexed for  your  immediate  reference. 
MONEY  BACK  GUARANTEE 
You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Investment  Survey, 
just  return  the  material  you  have 
received  within  30  days  for  a  full  refund 
of  your  subscription. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment 

ARNOLD  BERNHARD  &  CO..  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  N.Y.  lO'Dl? 


D  Begin  my  soeclal  12-week  trial  to  The 
Value  Line  survey  (limited  once  to  any 
household  every  two  years)  and  send 
me  the  Investors  Reference  Service 
and  the  booklet  "Investing  In  Common 
Stocks"  as  a  bonus.  My  check  or 
money  order  for  $29  Is  enclosed.  (Trial 
subscriptions  must  be  accompanied 
by  payment.) 

a  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus,  Investors 
Reference  Service  and  the  booklet, 
"Investing  In  Common  Stocks"  for 
$248.  (There  are  no  restrictions  with 
this  offer.) 

D  Payment  enclosed     DBIil  me  for 
$248 

GUARANTEE:   If  dissatisfied  for  any 


reason.  I  may  return  the  material  within 
30  days  for  a  ull  refund  of  the  fee  I  have 
paid.  216CB1 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE         ZIP 

Not  assignable  without  subscriber's  con- 
sent. Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY 
residents  add  applicable  sales  tax.) 


A  Retirement  Plan  for  those 
who  seek  High  Current  Income 
and  Preservation  of  Capital 

n  IRA        n  Keogh 

Rowe  Price  New  Income  Fund,  Inc. 

A  fully  managed  No-Load  fund  seeking  the  highest 
investment  income  consistent  with  preservation  of 
principal— not  just  for  today,  but  for  the  future  as  well. 

I     I  Non-Retirement  Account 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301-547-2136 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 


Name. 


Address. 


City. 


.State - 


For  more  complete  information  about  the  Rowe  Price  New  Income 
Fund,  including  charj^es  and  expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 
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the  Calcupen. 

a  product  of  the  future.. Today 


A  remarkable  device  of  the  Future!  The 
CALCUPEN  is  so  unbelievable  that  unless  you 
hold  it.  touch  It.  and  use  it,  it  almost  seems  like  a 
gadget  from  a  Buck  Rogers  movie. 

The  CALCUPEN  is  a  precision  crafted  writing 
instrument  with  a  full  five  function  electronic 
calculator  mounted  in  its  barrel  Designed  for 
the  most  discriminating,  the  deluxe  CALCUPEN 
is  finished  In  handsome  brushed  aluminum 
which  may  be  easily  personalized  with  your 
initials  at  your  jeweler  The  CALCUPEN  Is  a 
mere  6-3/8   long  and  only  9/16   In  diameter 

The  most  revolutionary  feature  of  the  CALCU- 
PEN is  its  quadraplane™  keys.  As  unbelievable 
as  it  may  seem,  the  quadraplane  keys  provide 
number  entries  that  are  virtually  error-free,  even 
with  the  largest  of  fingers  You  have  to  try  It 

to  believe  it!  _         

CALL  NOW-TOLL  FREE! 
t\/lajor  Credit  Cards  Accepted 

800-638-8280 

MD    RESIDENTS  CALL -( 301 )  340-02O0 

Add  $2  per  unit  for  shipping  and  handling 

Maryland  residents  remit  4%  sales  tax 


With  8  digits,  floafmg  decimal,  constants,  and 
percent,  the  CALCUPEN  should  become  your 
dally  business  companion  for  life 

Shipped  in  deluxe  pen  case  with  spare  battery, 
pen  refill,  and  instructions  Additional  refills 
available  Also  90  day  warranty  for  both  parts 
and  labor  Available  from  Chafitz  only  $79.95. 
You  may  wish  to  take  advantage  of  our  gift 
prices;  2  pens  $1 50,  4  pens  $280 

TEN-DAY  (1 0)  NO  RISK  TRIAL 

Well  let  you  try  it  so  you  can  believe  it  We 
realize  that  you  may  not  believe  this  insrtrument 
Is  as  unbelievable  as  we  say  Try  the  CALCUPEN 
for  10  days  If  you  then  feel  the  CALCUPEN  is 
too  revolutionary  for  you.  return  the  complete 
package  for  a  prompt  refund  of  your  purchase 
price 


PO  Box  2188  Dept.  731 
Rockville.  Maryland  20852 


you  know  when  you   get  a  payout." 

Let's  see  what  this  could  mean. 
Most  dual  funds  sell  at  a  discount  of 
35%,  so  your  $65  could  buy  $100 
worth  of  assets.  Now  suppose  in  the 
next  six  years  or  so,  the  market  rises 
50?.  Since  your  shares  are  le\eraged, 
their  value  could  appreciate  to  $200 
or  more,  a  tripling  of  your  investment 
at  the  time  the  fund  self-destructs. 
Far-fetched?  Last  year,  the  portfolio 
of  The  Income  and  Capital  Fund 
went  up  30?,  but  the  net  asset  value 
of  its  capital  shares  shot  up  100?. 

Enticing?  Be  careful.  Many  in\es- 
tors  had  similar  dreams  after  the  1970 
market  debacle,  and  look  what  hap- 
pened to  them  in  three  years! 

And  you'd  better  check  each  of 
these  funds  carefully;  they  may  share 
the  same  structure,  but  their  perfor- 
mances are  light-years  apart. 

By  far  the  best  performer  has  been 
John  Neffs  Gemini  Fund.  Since  its  in- 
ception, the  fund— taken  as  a  whole, 
that  is,  treating  the  fund  as  one  unit 
rather  than  t\vo— has  appreciated 
some  70?  in  portfolio.  Every  other 
dual  fund  has  lost  money.  Last  year 
Gemini  led  the  pack  in  the  reco\'er>-. 
Its  capital  shares  jumped  110?  on  the 
open  market. 

Yet  because  of  in\'estor  disenchant- 
ment with  duals,  Gemini's  discount  is 
on  a  par  \\  ith  that  of  other  dual  funds. 
Says  a  chagrined  Neff,  "The  market 
doesn't  differentiate  between  someone 
who  has  done  a  good  jt)b  and  some- 
one who  hasn't.  ' 

At  the  other  end  of  the  spectrum 
lies  Gerry  Tsai's  ill-fated  Hemispiier 
Fund.   Capital   shares  of   Hemisphere 
were  originalK   sold  at  $12.50.  Today 
they  fetch  barely  more  than  a  dollar. 

There  are  also  differences  in  tlu' 
leverage  factor  of  a  fund.  Originally 
all  dual  funds  had  a  leverage  factor 
of  two-that  is,  each  $1  in  effect 
got  you  $2  in  capital  or  income  as- 
sets. (Since  the  net  asset  value  of  the 
income  side  theoretically  remains 
steady,  the  capital  shares  have  no  as- 
set backing  at  all  if  the  portfolio  falls 
more  than  50?;  but  they  may  still 
ha\('  market  value  as  a  leveraged 
speculation  in  recovery.) 

Gemini  has  a  leverage  factor  of 
1.8.  Most  others  range  between  two 
and  four.  Hemisphere's  is  13. 

Other  differences  include  tlie  make- 
up of  the  portfolio.  CH-mini  is  tmusual 
here  in  that  it  is  virtually  all  in  com- 
mon stocks.  Neff  has  always  looked 
for  high-yielding,  tmdervalued  stocks 
that  did  not  have  sky-high  price/ 
earnings   ratios.   Thus  his  portfolio   is 
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Advice  about 

getting  ahead  in  management 

-from  Business  Wfeek 

If  you're  an  up-and-coming  executive  who  wants  to  make  $25,000  to 
$50,000  a  year,  here  are  3  ways  Business  Week  can  help  you  succeed. 


1  Business  Week  Helps  Broaden  Your 
•  Vision.  Many  executives  are  knowl- 
edgeable in  their  specialized  field,  but  lim- 
ited in  their  understanding  of  other  phases 
of  business.  Yet  the  higher  you  rise  in  man- 
agement, the  more  you  need  to  understand 
all  phases  of  business,  and  how  they  work 
together. 

Business  Week  helps  because  it's  the 
most  informative  business  magazine  in  ex- 
istence. Published  by  McGraw-Hill,  world's 
largest  business  publisher,  it  covers  all 
phases  of  business  including:  marketing,  the 
economy,  labor,  management,  finance,  tech- 
nology, government.  Wall  Street,  social  is- 
sues, manufacturing,  the  law  and  12  other 
areas  important  to  management. 

Business  Week  describes  in  clear,  non- 
technical terms  the  ideas,  events,  trends  and 
personalities  shaping  the  news.  And  it  tells 
you  why  they're  making  news — so  you  gain 
more  than  knowledge  of  facts — you  gain 
understanding. 

2     Business  Weeit  Gives  the  Latest  Data 
•  for  Your  Recommendations  and  De- 
cisions.  Whether  you're   looking   for  the 


latest  interest  rates,  consumer  trends,  short- 
ages, market  trends,  production  statistics, 
price  indices,  retail  volume,  and  so  forth  — 
you'll  find  the  figures  while  they're  still  fresh 
—  in  Business  Week.  It's  the  only  major 
news  magazine  that  gives  you  all  this  critical 
data  weekly.  It  gives  you  more  business 
news  than  Time,  Newsweek,  and  Forbes 
combined. 


3     Business  Week  Keeps  You  Informed 
•  on  Personal  Business  Matters.  In  its 

unique  Personal  Business  column.  Business 
Week  shows  you  how  to  round  out  and 
polish  your  skills  as  an  effective  executive; 
how  to  get  more  enjoyment  out  of  your 
work  and  the  money  you  make  from  it.  For 
example,  you'll  read  items  like: 

•  Styles  of  executive  leadership — which  is 
right  for  you? 

•  How  to  reduce  your  chances  of  a   tax 
audit. 

•  How  much  sleep  do  you  really  need? 

•  The  facts  on  executive  sex  lives. 

•  Executive  compensation:    where  do  you 
stand? 

•  How  to  project  a  proper  image  in  meet- 
ings. 

•  How  to  motivate  those  who  work  for  you. 

•  How  to  plan  a  business  trip  to  Europe. 

•  How  to  cope  with  insomnia. 

•  Do  you  communicate  confidence? 

•  How  to  keep  more  of  what  you  earn. 

•  How  top  executives  keep  fit. 

Isjiaving  your  own  subscription  v^orth 
$2 1.50?... Ask  the  man  you  work  for. 

Moving  up  in  the  executive  world  from 
a  yearly  salary  in  the  teens  to  one  in  the 
20's,  30's  or  even  50's  isn't  just  a  matter  of 
"getting  the  breaks."  An  important  assist, 
as  top  executives  know,  is  having  your  own 


personal  source  of  the  business  news  and 
information  you  need — in  compact,  easy- 
to-read  form,  fresh  each  week  while  it's 
still  news. 

That's  why  Business  Week  is  read  by 
more  successful  men  in  business— chair- 
men, presidents,  and  top  executives— than 
any  other  business  magazine.  They  subscribe 
for  $21.50  a  year- perhaps  you  should  too. 

Free  if  you  subscribe  now: 
Business  Week's  Executive  Portfolio 

If  you  subscribe  now,  we'll  deliver 
Business  Week  to  your  home  or  office  every 
week  for  a  full  year.  You'll  also  receive,  as 
a  special  gift,  our  Executive  Portfolio  of 
"Special  Reports  on  Major  Business  Prob- 
lems." The  Executive  Portfolio  was  pre- 
pared after  consultation  with  47  presidents; 
26  chairmen;  and  dozens  of  economists, 
market  analysts,  consultants,  vice  presi- 
dents, managers  and  directors  from  leading 
business  schools  and  companies. 

The  12  reports  in  this  Portfolio  have 
all  appeared  exclusively  in  Business  Week. 
TTiree  of  the  reports  have  won  business 
journalism's  highest  awards  for  excellence. 

The  Executive  Portfolio  is  135  pages 
and  contains  116  charts  and  pictures.  It  is 
handsomely  bound,  and  your  name  will  be 
embossed  in  gold  leaf  on  the  cover. 

For  your  free  Executive  Portfolio,  and 
your  one-year  subscription,  simply  return 
the  card  or  coupon.  No  need  to  send  money; 
we  can  bill  vou  later. 


- 


More 
successful 
executives : . . 

. . .  more  chairmen, 
presidents  and  top 
management  person- 
nel read  Business 
Week  than  any  other 
business  magazine. 
One  reason  is  because 
Business  Week  gives 
you  more  business 
news  than  any  other 
magazine — more  than 
Time,  NewsweeK  and 
Forbes  combined. 
Subscribe  now  and 
youll  also  receive  a 
free  Executive  Port- 
folio of  "Special  Re- 
ports on  Major  Busi- 
ness Problems." 


BUSmOSS  lllf  GGlC  Michael  S.  Baron 

McGraw-Hill  Worid  Hdqtrs./Rockefeller  Center /New  York.  N.Y.  10020 

Please  send  me  my  personalized  copy  of  the  new  Executive  Poilfolio  of  "Special 
Reports  on  Major  Business  Problems"  as  a  bonus  gift  with  my  one-year  subscription 
to  Business  Week  for  $21.50  (less  than  43C  an  issue-and  a  savings  of  $29.50  over 
the  newsstand  price). 

D  I  prefer  a  3-year  subscription  at  $46.50  (a  savings  of  $106.50  over  the  news- 
stand price.) 

n  Payment  Enclosed  n  Bill  Me  D  Bill  My  Company 

Please  print  name  as  it  should  appear  embossed  in  gold  on  the  cover  of  your 

Executive  Portfolio. 


Name_ 


.Title 


Company. 


.Number  of  Employees- 


Product  or  Service. 


n  Manufacturing    Q  Distributor 


Send  to     D  Home     Q  Office 
Address 


City. 


-Sute. 


-Zip I 


I       Send  for  one  or  both  of  these      | 

timely  packages  of  Stock 

Market  and  Mutual  Fund  advice 

0  65  Utility  Stocks 

Buy?  HoM?  Sell? 

Facts,  figures,  individual  analysis 
appraisal  of  risk,  and  advice. 

Plus  a  4-week  trial 

of  United  Reports 

This  entire  paclcage  '2 

(D411  Mutual  Funds 

Compare  how  your  own  funds— 
and  others — have  done  against  the 
funds  as  a  whole  and  one  another. 

Plus  2-issue  Trial  of  United 

Mutual  Fund  Selector 
This  entire  paclcage  *2 

Both  Packages  |3 

FILL  OUT  COUPON  AND  MAIL  TODAY 1 

Please  send  me  the  package(s)  I  have  checked  below 
I  understand  I  get  my 


D  Stocks  >2 

D  Mutual  Funds  *2 

DBoth  on 


NAME  (please  pnnt)_ 
ADDRESS 


money  back  if  I'm  not 
satisfied.  Offer  open 
to  new  Guest  Sutiscnbers 
only,  ^4ot  assignable 
without  your  consent 


CITY_ 


-STATE. 


-ZIP. 


wNiTED'iJSsssrse;:;^ 

210NewburySt..Boston,  Mass.  02116       ■ 


URANIUM 

53,000  ACRES 

Close  to  producing  properties 

ELLIOT  LAKE,  ONT. 

Geological  surveys  and 
reports  available 

UTILITIES 

Open  to  negotiate  with  four 
responsible  utilities  or  gov- 
ernment agencies  for  explor- 
ation and  development.  Ini- 
tial investment  $1,000,000. 
Further  investment  to  be  de- 
termined after  completion  of 
initial  drilling  program  of 
75,000  feet.  Partners  will 
share  in  product  sale. 
Enquiries  invited. 

FORT  NORMAN 

Explorations  Incorporated 

44  Victoria  Street,  Toronto 
Telephone  416-362-3278 
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filled  with  stocks  like  Martin  Marietta 
(bought  with  a  yield  of  8%),  United 
Telecommunications  and  Pennzoil,  or 
"second-tier"  growth  stocks  such  as 
Cox  Broadcasting.  Says  NefiF  about 
his  cheap  stocks,  "If  investors  don't 
recognize  their  value,  corporations 
will."  {See  cover  story,  p.  24.) 

Putnam  DuoFund,  well  managed 
since  1970  by  Ronald  Clark,  has  al- 
most one-third  of  its  assets  in  con- 
vertible bonds.  "A  few  years  ago," 
Clark  says,  "I  bought  convertibles  of 
recognized  growth  stocks  such  as 
Kresge;  you  got  more  income  than 
you  would  have  with  the  dividend." 

A  less  speculative  investor  might 
look  at  the  income  shares.  Like  bonds, 
the  income  shares  receive  a  specific 
sum  of  money  when  the  fund  is  Uq- 
uidated.  American  DualVest's  income 
shares,  for  example,  are  entitled  to 
$15  in  1979.  They  currently  sell  at 
$13  with  a  current  yield,  based  on 
last  year's  dividends,  of  93s%. 

Other  dual-fund  income  shares  sell 
at  varying  discounts  except  for  Gem- 
ini; its  income  shares  sell  at  over 
$13,  but  have  a  liquidation  xalue  of 
$11.  Putnam  DuoFund  goes  a  step 
further:  It  promises  a  steadily  rising 
dividend,  but  keeping  that  promise 
hasn't  always  been  easy. 

TTie  income  shares  have  first  prior- 
ity on  the  funds'  assets;  they  must  be 
paid  off  before  capital  shareholders 
receive  a  penny.  That  is  why  one 
should  be  wary  of  Hemisphere:  It 
has  fantastic  leverage,  but  since  in- 
come shareholders  have  first  lien,  the 
speculator  may  end  up  with  nothing. 

Income  people  also  have  the  added 
attraction  of  possibly  higher  payouts 
( but  of  lower  ones  too ) . 

What  should  an  investor  do?  First, 
he  should  find  out  exactly  what  the 
terms  are  of  each  fund— redemption 
date,  treatment  of  capital  gains,  etc. 
And  second,  he  should  examine  a 
fund's  portfolio  for  recent  years  to 
check  the  quality  of  its  securities. 
Most  funds  have  respectable  securi- 
ties, having  realized  by  now  that 
there  is  enough  leverage  built  into  the 
fund's  structure  without  leveraging 
further  with  doggy  stocks.  But  you 
had  better  be  sure. 

Remember,  the  duals  are  mostly 
way  up  from  their  lows  last  year.  So, 
if  you  think  the  market  is  likely  to 
collapse  again,  better  give  the  duals 
a  wide  berth.  But  if  you  are  reason- 
ably optimistic  about  the  future  and 
can  hang  on  until— or  close  to— liqui- 
dation date,  the  dual  funds  could  be 
an  interesting  speculation  for  you.  ■ 


WHICH 

NO  LOADS 


(no  broker  tee) 


ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.50 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH.  INC. 

Dept.  FlOB     P.O.  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  bi  assigned  without  your  consent 
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IHf  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

''BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  diirnified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi   income  for  rijrht  person. 

$U.S.45,000Cash  Will  Handle 

For  dttallt  writ*  Dapt.  21,  Computtr  Capital  Corp  . 

6922  Hollywood  Blvd..  Lot  AnniM,  Cillf.  90028 

Call  Mr.  Van:  (213)  463-4841 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt) 

ACCRUED  EQUITIES,  Inc.     (smc  i954) 

Write  F.T.S.  Schoenwald 
122  East  42nd  St  ,  NY    10017 
(212)  MO   1  3595 
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Trends  &Tangents 


( Continued  from  page  8 ) 


Foreign 


On  The  Never-Never 

A  year  ago  U.S.  bankers  in  Lon- 
don were  worried.  They  had  just  been 
asked  by  the  Bank  of  England  to  ex- 
tend for  one  year  their  $650  milHon 
in  loans  to  overextended  Burmah  Oil 
Go.  The  Bank  of  England,  of  course, 
gave  the  U.S.  banks  its  guarantee  on 
the  extension.  The  banks  complied 
with  (obeyed  would  be  a  better 
word)  the  "request."  The  informal 
plan  was  that  Burmah,  in  trouble 
over  its  disastrous  plunge  on  tankers, 
would  sell  its  U.S.  assets— principally 
the  oil  and  gas  properties  of  Signal 
Cos.  that  it  had  purchased  with  $420 
million  of  its  U.S.  bank  debt.  But  a 
year  has  gone  by;  Burmah  hasn't 
been  able  to  sell  the  assets;  and  the 
banks  don't  have  their  money.  When 
the  guarantee  due  date  came  up  at 
year's  end,  the  Bank  of  England  sim- 
ply extended  it  for  another  nine 
months.  Pity  the  poor  U.S.  banks. 

Living  Alone  Safely 

The  Swedes  have  devised  a  rmique 
alarm  system  designed  for  people  liv- 
ing by  themselves— people  especially 
vulnerable  to  household  accidents 
that  can  make  them  unable  to  call 
for  help.  Should  normal  activities- 
like  entering  the  kitchen  or  bath- 
room, opening  the  refrigerator,  or 
turning  a  bedside  light  on  or  oflF- 
cease  for  any  specified  length  of  time, 
this  passive  monitoring  system  sounds 
an  alarm  at  a  central  point.  Bath- 
rooms, where  most  accidents  among 
old  people  occur,  can  be  wired  to 
trigger  the  alarm  after  a  much  shorter 
period.  An  active  alarm  the  stricken 
occupant  can  push  to  summon  help 
complements  the  passive  system. 


Coal  Co-op 

After  more  than  a  decade  of  inde- 
pendent research,  the  U.S.,  U.K.  and 
West  Germany  recently  joined  forces 
and  funds  to  launch  a  test  project 
on  fluid-bed  coal  combustion.  Inno- 
vated by  the  British  in  the  early 
1960s  when  environment  was  a  term 
used  mainly  by  psychologists,  the 
^luid-bed  process  is  designed  to  chem- 
ically absorb  svilfur  dioxide,  a  critical 
pollutant  that  otherwise  must  be  re- 
moved by  costly  devices  like  scrub- 
bers. The  three  governments  will  now 
be  spending  at  least  $20  milbon  to 
test  an  important  variation:  the  intro- 
duction of  more-eflBcient  high  pres- 
sure to  the  process.  ■ 
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HALF-PRICE  TRIAL  OFFER  FEATURES: 


Babson's  Buy-Sell-Hold 
Advice  on  limi  of  the 
Largest  Companies. 

Here  is  a  great  opportunity  to  check  your  investment  strategy  with  Babson's  — 
one  of  the  Country's  oldest  and  largest  independent  investment  advisory  organ- 
izations. 

Every  Monday  morning  for  two  full  months  you  will  get  professional  investment 
advice  on  the  market —  buy,  hold  and  sell  advice  on  stocks  in  the  news —  in- 
dustries on  the  move.  All  for  only  $5.00  —  half  the  regular  fee. 

SPECIAL  BONUSES 
BABSON'S  CURRENT  ADVICE  ON  100  OF  THE  LARGEST  COMPANIES 

With  your  two  month  trial  subscription,  you  will  receive,  as  a  bonus,  Babson's 
present  buy,  hold  or  sell  positions  on  stocks  of  100  of  the  largest  companies. 
You  will  be  able  to  immediately  check  your  own  thinking  with  Babson's  on  all 
these  widely  held  stocks: 

NAT.  STEEL 

BURL.  IND. 

UNIROYAL 

REP.  STEEL 

UNITED  BRANDS 

ASHLAND  OIL 

CITIES  SERVICE 

GULF  &  WESTERN 

AMERADA  HESS 

CPC  INT. 

AM.  BRANDS 

TEXTRON 


BENDIX 

GEORGIA  PAC. 

CHAMPION  INT. 

COLGATE-PALM. 

AMERICAN  CAN 

TRW 

ALCOA 

DEERE 

SHELL  OIL 

GOODYEAR 

RCA 

CONT.  OIL 

INT.  HARVESTER   OWENS-ILL 

LTV 

BETH.  STEEL 

KODAK 

AT.  RICHFIELD 

ESMARK 

U.  CARBIDE 

TENNECO 

P&G 

KRAFTCO 


INLAND  STEEL 

NCR 

AM.  HOME  PROD. 

ROCKWELL 

OCCIDENTAL  PET. 

FIRESTONE 

DOW 

McDONNELL-DOUG.  CELANESE 

PHILLIPS  PET.  FED.  DEPT.  ST. 

XEROX  RAPID  AM. 

W.  R.  GRACE  UAL 

BEATRICE  FOODS     PENN.  CENTRAL 


LOCKHEED 

MONSANTO 

GEN.  FOODS 

LITTON 

BORDEN 

U.  OIL  CAL. 

3M 

SEARS 

AMC 

GOODRICH 

FMC 

SIGNAL  CO. 

PHILIP  MORRIS 

PEPSICO 

WARNER-LAMBERT 

ALLIED  CHEM. 

GEN.  DYNAMICS 

WHIRLPOOL 

U.S.  IND. 

JOHNSON  &  JOHN. 


GM 

EXXON 

AT&T 

FORD 

CHRYSLER 

GE 

TEXACO 

MOBIL  OIL 

IBM 

IT&T 

GULF  OIL 

STD.  OIL  CA. 

U.S.  STEEL 

WESTINGHOUSE 

STD.  OIL  IND. 

DU  PONT 

GEN.  TEL. 

CONT.  CAN 

SINGER 

R.  PURINA 

HONEYWELL 

ARMCO  STEEL 

R.  J.  REYNOLDS     GREYHOUND 

INT.  PAPER  BOEING 

WEYERHAEUSER   CATERPILLAR 

SUN  OIL  COCA-COLA 

PLUS 

■  10  DEPRESSED  STOCKS  —  FULL  PAGE   BUY    REPORTS 

■  30  STOCK-SPLIT  CANDIDATES  FOR  76 

■  SAMPLE  PORTFOLIO  FOR  HIGH  INCOME 

■  SPECIAL  REPORT—:  "STOCKS  IN  ELECTION  YEARS." 

GUARANTEE  —  We  sincerely  believe  you  will  be  pleased  with  your  trial  sub- 
scription. However,  if  at  any  time  you  are  not  entirely  satisfied,  .ve  will,  at  your 
request,  send  you  a  full  refund  by  mail  —  fair  enough? 

Start  your  2-month  trial  subscription  today.  Simply  mail  this  coupon  —  all  re- 
ports sent  by  1st-class  mall. 

r  4S!Slb  babson's  reports  inc. 

I       ^Hil^      Welle«lew  Hills.  Mass.  02181  Deot   f-bq 


Wellesley  Hills,  Mass.  02181 

FOUNDED  IN  1904  BY  ROGER  W.  BABSON 


I 

I  Please  send  my  2-monlh  trial  PLUS  BONUSES 

I  $5  enclosed. 

I 

I  Name 


Dept.  F-594 


I  Street  &  No 
I  City 


State. 


This  subscription  will  not  be  assigned. 


Zip 
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What  your  home  could 

have  in  common  with  the  Met, 

thelate,  and  the  Louvre. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
Baskin,  Calder,  Dali,  Delacroix,  Renoir  and  other  important  artists. 

( Hank  Laventhol's 
provocative  etching  "Monterrey 
Mist"  is  just  one  of  the  many  fine 
prints  we've  recently  made 
available. ) 

Our  expert  advice  and  full 

money  back  guarantee  are  your 

issurances  that  the  art  you  buy 

have  lasting  value  and  beauty. 

Jf    Send  for  our  colorful, 

lescriptive  brochure,  without 


igation. 


HANK  LAVENTHOLs   'Monterrey  Mist" 


Ori3inal  print  collectors  3roup 

120  East  56th  Street,  Dept.Fl.     New  York,  NY  10022 
D  SEND  ME  YOUR  FREE  COLOR  BROCHURE. 


,Ud.^ 


Name 


Address 


City 


State 


Zip 


©  1976  Original  print  collectors  group,  Ltd. 


GROWTH 
IN  OIL 


MAPCO's  third  quarter  crude  oil  production  of 
8,070  barrels  daily  is  a  new  high  ...  up  47% 
from  the  same  period  a  year  ago.  Watch  MDA 
for  continuing  growth. 


mapco 

m  INC. 


1437  S.  Boulder  Ave 
Tulsa,  Oklahoma  741 19 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 


Readers  Say 


{Continued  from  page  12) 
15).  Given  the  fact  that  both  the 
REIT  figures  and  this  "face"  leave 
much  to  be  desired,  I  thought  it  was 
a  fine  job  of  reporting.  You  pinpoint- 
ed our  REIT  loan  problem  with  pro- 
fessional precision. 

—A.  Robert  Abboud 

Chairman, 

First  National  Bank  of  Chicago 

Chicago,  111. 

Trend-Bucker  Too 

Sir:  In  your  article  "Trend-Buckers" 
{Dec.  1)  you  list  50  companies  "that 
have  bucked  the  recession  in  1975's 
first  nine  months.  Each  one  gained 
more  than  15%  in  earnings  and  10% 
in  revenues  for  the  1974-75  period." 
Our  company's  record  compares  quite 
favorably  with  the  50  mentioned  in 
the  article.  Our  revenues  for  nine 
months  were  up  34.6%  from  the  com- 
parable 1974  period,  and  earnings 
were  up  93.2%. 

—Paul  J.  ScraERL 

President, 

Fort  Howard  Paper  Co. 

Green  Bay,  Wis. 

Still  Making  Balls 

Sir:  In  "Repent  At  Leisure"  {Dec. 
15)  you  say  in  respect  to  the  manu- 
facture of  tennis  balls  that  "Seamco, 
a  Dart  Industries  subsidiary,  has  also 
quit."  Seamco  is  definitely  continuing 
its  production  of  tennis  balls  and  mar- 
keting tennis  racquets. 

—A.J.  Mackie 

President, 

Seamco  Sporting  Goods 

La  Grange,  Ga. 

Metersticks? 

Sir:  In  "Measuring  Management: 
1975"  {Jan.  1),  you  are  still  talking 
about  yardsticks.  Haven't  you  heard 
we  are  finally  changing  over  to  the 
metric  system?  But  will  the  word 
"metersticks"  ever  become  a  genciic 
term?  Who  knows? 

—Vincent  A.  Lowenbi  i". 

Senior  Economist, 

Dept.  of  Economic  Dev. 

Portland,  Ore. 

Gimbels'  Parade 

Sir:  Your  article  on  the  Macy's  pa- 
rade {Dec.  1)  states  that  Macy's  has 
competition  in  Philadelphia  whcic 
Wanamaker's  stages  the  parade.  A* 
tually  in  Philadelphia  it  is  the  Ciiin 
bels  parade,  and  it  was  the  first  of 
its  kind  in  the  U.S. 

—Christian  T.  Matiii.  Jh 
Parade  DinM-loi, 
Giini)(I> 
Philadelphia,  I'l 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  14  to  Vi  higher. 

OVER  6,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  CatalogI 

'empire  diamond  CORP.,  Depf.  46,  6«th  fl. 


Empire  State  BIdg.,  New  York.  N.Y.  10001 
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42-page  Report  tells 

how  to  start  a 

Danforth  Associates 

managed  portfolio 

with  $5,000  or  more 


If  you  have  from  $5,000  to  $50,000  in 
cash  or  securities  which  you  want  to  invest 
in  common  stocks  for  potential  capital 
growth  and  greater  income,  it  should  be 
worth  your  while  to  find  out  how  Danforth 
Investment  Management  could  work  for  you. 
For  a  complimentary  copy  of  a  42-page 
descriptive  Report  which  includes  the  full 
19-year  "Performance  Record"  of  all  funds 
under  management,  simply  write  Dept  E-64 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  U.S.A.  02181 

Investment  Management    .    Incorporated  1936 
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Equal  Opportunity  is  provided  all  citizens 
of  tfie  U.S.A.  to  participate  in  the  Profits 
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on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V?  mil- 
lion dollars.  DRAWINGS  are  administered 
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I  noughts . . .  Business  of  Life 


The  reason  why  so  few  people  are 
agreeable  in  conversation 
is  that  each  is  thinking  more 
about  what  he  intends  to  say 
than  about  what  others  are  saying, 
and  we  never  listen 
when  we  are  eager  to  speak. 
La  Rochefoucauld 


And  'tis  remarkable  that  they 
who  talk  most  are  those  who 
have  the  least  to  say. 
Matthew  Prior 


While  the  right  to  talk  may  be 
the  beginning  of  freedom, 
the  necessity  of  listening  is 
what  makes  the  right  important. 
Walter  Lippmann 


Speak  not  but  what  may  benefit 
others  or  yourself; 
avoid  trifling  conversation. 
Benjamin  Franklin 


The  most  valuable  of  all  talents 
is  that  of  never  using  two  words 
when  one  will  do. 
Thomas  Jefferson 


Nine-tenths  of  the  serious 
controversies  which  arise  in  life 
result  from  misunderstandings; 
result  from  one  man  not  knowing 
the  facts  which  to  the  other  man 
seem  important,  or  otherwise 
failing  to  appreciate 
his  point  of  view. 
Louis  D.  Brandeis 


The  heart  has  reasons  of 

which  the  reason  has  no  knowledge. 

George  Santayana 


Hunt  for  the  good  in  the  other 
fellow— he  has  to  do 
the  same  in  your  case. 
William  Feather 


To  make  yourself  interesting 
to  other  people,  you  must 
be  interested  in  other  people 
and  what  they  are  doing. 
Be  an  interested  listener. 
Don't  talk  if  the  other  party 
prefers  to  do  the  talking— 
remember,  we  have  been  given 
two  ears  and  only  one  tongue. 
If,  however,  the  other  party 
is  really  interested  in  having 
you  talk,  in  expressing 
your  views,  describing  your 
experiences,  don't  be  niggardly, 
but  give  freely  what  w  in  you. 
Conversation,  to  be  reciprocally 
profitable,  must  not  be 
wholly  one-sided. 
B.C.  Forbes 


Silence  is  an  answer  to  a  wise  man. 
Euripides 


You  can  make  more  friends 

in  two  months  by  becoming  really 

interested  in  other  people, 

than  you  can  in  two  years 

by  trying  to  get  other  people 

interested  in  you. 

Dale  Carnegie 


Coarsening  of  language  means 
coarsening  of  knowledge,  and 
a  language  community  that  uses 
language  in  a  coarsened  way  is  a 
community  of  coarsened  sensibility. 
SiGMUND  Koch 


Conversation  means  being  able 
to  disagree  and  still 
continue  the  conversation. 
DwiGHT  MacDonald 


Speech  is  civilization  itself. 
The  word— even  the  most 
contradictory  word- 
preserves  contact.  It  is 
silence  which  isolates. 
Thomas  Mann 


Hearing  is  one  of 
the  body's  five  senses. 
But  listening  is  an  art. 
Frank  Tyger 


Lincoln  was  not  great  because 
he  was  born  in  a  log  cabin, 
but  because  he  got  out  of  it. 
James  Truslow  Adams 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— <^e  most  quoted 
editoriab  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York.  N.Y.  1001 1.  N.Y.  State 
residents,  add  4% -8%  sales  tax. 


Men  are  never  so  likely 
to  settle  a  question  rightly 
as  when  they  discuss  it  freely. 
Thomas  Macaulay 


I  am  (thank  God)  constitutionally 
superior  to  reason. 
Wilkie  Collins 


A  Text .  .  . 


Sent  in  by  Mrs.  Eugene  D.  Strang,  Wau- 
kegan.  111.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Wherefore,  my  beloved  brethren,  let 
every  man  be  swift  to  hear,  slow  to 
speak,  slow  to  wrath. 
James  1:19 
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Thoughts . . .  Business  of  Life 


The  reason  why  so  few  people  are 
agreeable  in  conversation 
is  that  each  is  thinking  more 
about  what  he  intends  to  say 
than  about  what  others  are  saying, 
and  we  never  listen 
when  we  are  eager  to  speak. 
La  Rochefoucauld 


And  'tis  remarkable  that  they 
who  talk  most  are  those  who 
have  the  least  to  say. 
Matthew  Prior 


While  the  right  to  talk  may  be 
the  beginning  of  freedom, 
the  necessity  of  listening  is 
what  makes  the  right  important. 
Walter  Lippmann 


Speak  not  but  what  may  benefit 
others  or  yourself; 
avoid  trifling  conversation. 
Benjamin  Franklin 


The  most  valuable  of  all  talents 
is  that  of  never  using  two  words 
when  one  will  do. 
Thomas  Jefferson 


Nine-tenths  of  the  serious 
controversies  which  arise  in  life 
result  fiom  misunderstandings; 
result  from  one  man  not  knowing 
the  facts  which  to  the  other  man 
seem  important,  or  otherwise 
failing  to  appreciate 
his  point  of  view. 
Louis  D.  Brandeis 


The  heart  has  reasons  of 

which  the  reason  has  no  knowledge. 

George  Santayana 


Hunt  for  the  good  in  the  other 
fellow— he  has  to  do 
the  same  in  your  case. 
William  Feather 


To  make  yourself  interesting 
to  other  people,  you  must 
be  interested  in  other  people 
and  what  they  are  doing. 
Be  an  interested  listener. 
Don't  talk  if  the  other  party 
prefers  to  do  the  talking— 
remember,  we  have  been  given 
two  ears  and  only  one  tongue. 
If,  however,  the  other  party 
is  really  interested  in  having 
you  talk,  in  expressing 
your  views,  describing  your 
experiences,  don't  be  niggardly, 
but  give  freely  what  is  in  you. 
Conversation,  to  be  reciprocally 
profitable,  must  not  be 
wholly  one-sided. 
B.C.  Forbes 


Silence  is  an  answer  to  a  wise  man. 
Euripides 


You  can  make  more  friends 

in  two  months  by  becoming  really 

interested  in  other  people, 

than  you  can  in  two  years 

by  trying  to  get  other  people 

interested  in  you. 

Dale  Carnegie 


Coarsening  of  language  means 
coarsening  of  knowledge,  and 
a  language  community  that  uses 
language  in  a  coarsened  way  is  a 
community  of  coarsened  sensibility. 
SiGMUxD  Koch 


Conversation  means  being  able 
to  disagree  and  still 
continue  the  conversation. 
DwiGHT  MacDonald 


Speech  is  civilization  itself. 
The  word— even  the  most 
contradictory  word- 
preserves  contact.  It  is 
silence  which  isolates. 
Thomas  Mann 


Hearing  is  one  of 
the  body's  five  senses. 
But  listening  is  an  art. 
Frank  Tyger 


Lincoln  was  not  great  because 
he  was  bom  in  a  log  cabin, 
but  because  he  got  out  of  it. 
James  Truslow  Adams 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  hook  at  $9.95.  Also  Fact 
and  Comment-</ie  mart  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  N.Y.  State 
residents,  add  4% -8%  sales  tax. 


Men  are  never  so  likely 
to  settle  a  question  rightly 
as  when  they  discuss  it  freely. 
Thomas  Macaulay 


I  am  (thank  God)  constitutionally 
superior  to  reason. 
Wilkie  Collins 
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A  Text . . . 


Sent  in  by  Mrs.  Eugene  D.  Stranff,  Wau- 
kegan.  111.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  ThouRhts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Wherefore,  my  beloved  hrctlircn,  let 
every  man  be  swift  to  hear,  slow  to 
speak,  slow  to  wrath. 
James  1:19 
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Optimal  systems  for  orderly  flow 
of  your  corporate  cash. 

"An  approach  like  no  one  else's.  Absolutely  out- 
standing. Completely  effective."  That's  what  one  senior 
financial  executive  says  of  a  very  special  Chase  depart- 
ment. Cash  Management  Consulting. 

Chase  Cash  Management  Consulting  is  an  elite 
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system  that  will  do  the  job  for  you.  Within  the  bounds  of 
your  present  corporate  policy 

To  gain  full  advantage  of  Chase  Cash  Manage- 
ment Consulting  skills,  call  Bob  Jaffe,  vice  president,  at 
(212}  552-3115.  Or  contact  your  Chase  relationship  man- 
ager. Today 

Give  your  company  The  Chase  Advantage. 
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) 


3M's  *VQC 


Now  you  can  get  sharp,  clear 
copies— without  spending  a 
fortune  for  the  copier! 

3M's  new  dry  process  pro- 
duces clean,  easy-to-read 
copies  from  almost  any  original . 
First  copy  in  6  seconds. . .  more 
copies  every  6  seconds.  ..as 
many  as  20  automatically. 


Yet  the  "VQC"  III  copier 
costs  so  little,  it's  a  bargain! 

Ask  your  local  3M  Business 
Products  Center  to  bring  you 
a  "VQC"  III  for  a  free  demon- 
stration, right  in  your  office. 
See  for  yourself  why  you  don't 
have  to  spend  a  fortune  for  a 
quality  copier! 
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Find  out  about  the  Bilcon  lOt  It  will  gi\e  you  a  lift 


One  reason  is  the  Falcon's  wing.  A  new,  high-lift 
wing.  Computer-calculated  from  root  to  tip.  It  delivers 
lift.  And  plenty  of  it.  Silken  speed  and  low  drag  aloft. 
Yet  remarkably  low  speed  when  setting  down. 

But  then,  every  feature  of  the  Falcon  10  gives  you 
a  lift.  For  every  one — looked  at  close  up  and 
critically — bespeaks  a  philosophy  of  no-compromise. 
No  compromise  on  big,  obvious  innovations  like  the 
wing.  No  compromise  on  little,  soon-to-be-painted 
pinpoints  of  design  like  the  rivets.  Look  close.  They  are 
driven  precisely  flush.  Not  shaved  down.  Not  puttied 
up.  Ever. 

This  unrelenting  perfectionism  is  quite  evident 
throughout  the  Falcon  10.  It  has  a  totally  new  aerody- 
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namic  design.  The  strongest  airfrarre  and  undercar- 
riage. It  flies  further  and  faster  on  less  fuel  under  the 
most  adverse  conditions. 

It  is,  quite  simply,  the  toughest,  fastest,  most 
economical  jet  in  the  air. 

Before  our  competitors  tell 
Falcon  10  costs  more.  Of  course, 
buy  it.  After  that,  it  does  more.  It 
helps  you  do  more.  It's  a  lot  more 
plane.  Find  out  about  the  Falcon  10. 
Send  for  a  20-page  fully  illus- 
trated booklet.  Page  after  page, 
it  will  give  you  a  lift.  FALCOAfjer 

Teterboro  Airport  •  New  Jersey  07608 
201  288-5300 
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Who  Tried  To  Hustle  The  East'' 


Flanigan  at  Forbes 


For  the  cover  story  that  starts  on  page 
28,  James  Flanigan,  Forbes  European 
bureau  manager,  spent  five  week^^  in 
Iran  and  Saudi  Arabia  and  many  weeks 
more  talking  with  businessmen  in  Brit- 
ain and  in  the  U.S.  about  the  prob- 
lems of  doing  business  in  the  Middle 
East.  His  article  deals  with  the  mighty 
gap  between  aspiration  and  achieve- 
ment in  these  countries.  For  those  of 
us  who  had  never  visited  the  Middle 
East,  Flanigan  penned  an  impression- 
istic set  of  notes  on  what  it  looks  like, 
feels  like,  to  visit  these  ancient  lands. 
We  found  his  description  so  interest- 
ing we  had  to  pass  it  on. 

"You  are  part  way  to  Saudi  Arabia  when  you  board  the  Saudia  plane  in 
London.  There  is  fruit  juice,  coffee  or  tea.  Nothing  more.  The  lack  of  booze 
helps  prepare  you  for  the  anachronistic  puritanism  you  are  about  to  meet. 
So  does  the  dress  of  the  women  on  the  plane.  Even  the  Westerners  among 
them  are  carefully  covered— slacks  or  long  skirts,  high  necks,  long  sleeves. 

"Riyadh  is  the  Saudi  capital  and  is  filled  with  new  government  buildings  in 
a  tan-to-yellow  sandstone,  recalling  Southern  California  more  than  Wash- 
ington, D.C.  The  original  Riyadh,  home  of  the  Saud  dynasty,  is  Dariyah: 
grass  and  palm  trees  and  a  running  stream  in  the  middle  of  the  desert. 

"Jeddah,  the  seaport  and  traditional  place  of  trade  and  pilgrims  to  nearby 
Mecca,  is  a  place  of  dealing,  the  people  quick  and  commercial,  like  New 
York.  Turkish  buildings  in  the  market  area  are  giving  way  to  glass  and  metal 
structures;  the  traditional  stalls  to  stores.  Japanese  watches  are  very  cheap, 
cameras,  too.  No  duty  or  taxes. 

"I  left  my  $200  camera  in  a  taxi  in  Riyadh.  'You'll  get  it  back,'  said  my 
guide,  an  Egyptian,  confidently.  Sure  enough,  back  came  the  cabdriver  with 
the  camera.  I  was  expected  to  give  him  something— around  $10  as  a  reward 
for  such  honesty.  The  penalty  for  dishonesty,  of  course,  is  loss  of  the  hand. 

"The  men  of  stature  in  Saudi  Arabia  go  about  the  offices  in  fine  robes, 
the  coffee  servers  and  general  helpers  are  in  the  corridors  in  long  white 
broadcloth.  At  midday,  prayer  rugs  are  laid  in  the  corridors  and  the  office 
workers  pray.  Women  are  seen  as  shapes  in  black  cloth  covering  all. 

"What  is  money?  Money  is  a  Jeddah  car  dealer  with  only  Rolls-Royces 
and  Mercedes  and  Cadillacs  in  his  show  window.  Money  is  a  store  straight 
out  of  Beverly  Hills  in  Jeddah,  stocking  fashionable  suits,  dresses  and  other 
clothing  that  traditional  Arabians  do  not  wear— in  Arabia,  anyway.  Money  is 
the  suspicion  that  you're  an  easy  mark.  'When  I  go  to  Beirut,'  said  a  leading 
Saudi  official,  'the  minute  they  find  out  I'm  from  Saudi,  the  prices  go  up.' 

"Teheran  is  a  sprawling  city  with  the  impressive  Alborz  Mountains 
always  in  view  above  it.  The  distances  remind  one  of  Los  Angeles,  and  for 
.some  reason  traffic  is  constantly  jammed  in  the  center.  That's  a  point  of 
pride  with  the  locals  who  boast  of  Teheran's  'million  cars.' 

"In  Iran,  the  veil  for  women  is  actively  discouraged  by  the  Shah  and 
most  girls  seem  to  like  that;  their  looks  give  them  reason  to.  Portraits  of  the 
Shah  and  Empress  Farah  are  on  every  wall,  in  every  shop.  Empress  Farah  is 
a  beautiful  woman,  much  involved  in  the  ofiicial  life  of  the  country.  Iranians 
gather  round  a  television  in  the  lobby  of  my  hotel  to  comment  favorabh 
on  her  grace  and  carriage  as  she  officiates  at  an  award-giving  ceremony. 

"Back  in  my  hotel  one  night,  I  found  myself  scribbling  a  few  lines  from 
Rudyard  Kipling:   '.  .  .  an  epitaph  drear,  a  fool  lives  here,  who  tried  to 
hustle  the  East.'  Sound  advice  that-and  not  all  patronizing-for  anyom 
wanting  to  do  business  in  this  part  of  the  world."  ■ 
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TheVbice  of  Ireedotn 


1976  is  a  good  time  for  all  of 
us  to  reflect  not  only  on  the 
blessings  of  freedom  but  also  on 
the  enterprise  system  that 
flourishes  in  America  because  of 
it.  While  not  perfect,  it  has  brought 
about  a  better  life  for  more 
families  than  any  other  system 
anywhere  else  in  the  world. 

We  believe  this  system  is 
worth  preserving.  It  offers  the 
greatest  opportunity  for  each 
American  to  realize  his  or  her 
maximum  potential. 

We  hope  you  agree. 

The  means  to  communicate 
your  feelings  to  your  government 
officials  —  local,  state  and  national 
—  is  virtually  at  your  elbow.  It's 
your  telephone.  We  hope  you 
will  think  of  it  as  your  Voice  of 
Freedom,  and  use  it  often. 


United  Telecom  ■■■ 

United  Telecommunications,  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112. 


''You  expect 
me  to  lease 
from  a 
company  Tve 
never  even 
heard  of?'' 

Yes  indeed.  Our  cash  is  just 
like  everybody's.  And  because 
we're  part  of  the  Patagonia 
Corporation  ($500  million, 
AMEX)  we  can  probably  han- 
dle any  need  you  have — from 
a  fleet  of  barges,  to  a  factory 
full  of  production  equipment, 
to  business  machines,  to  indi- 
vidual items. 

If  you  recognize  the  advan- 
tages in  cash  flow  and  credit 
reserves  which  leasing  offers 
(particularly  in  inflationary 
times)  call  us  collect  to  ex- 
change some  thoughts.  If  you 
aren't  sure  about  leasing,  call 
anyway. 

We  may  be  nationwide  al- 
ready, but  we're  still  eager 

0  PATAGONIA 
LEASING  CO. 

Executive  Offices  and 
Western  Region 

3003  N.  Central  Ave., 
Phoenix,  Arizona  8501  2 
Phone  (602)  264-441  8 

Midwest  Region 
(Air  World  Center) 

10920  Ambassador  Dr., 
K.C.,  Mo    64153 

Phone  (816)  891-9431 


Trends  &Tangents 


Foreign 


Bubbling  Up 

Despite  recent  poor-mouthing  in 
the  U.S.  press  about  French  cham- 
pagne sales  and  output  last  year,  the 
figures  just  in  for  1975  show  total 
shipments  were  up  15.8%  over  1974, 
to  122  million  bottles.  Sales  in  Franc6 
were  up  24%,  to  94  million  bottles. 
And,  while  total  foreign  sales  were 
down  a  httle  less  than  6%,  U.S.  con- 
sumption was  up  4.5%,  partly  because 
of  a  surprisingly  strong  showing  in 
December.  Traditionally  December  is 
a  poor  month  for  shipments,  because 
retailers  tend  to  stock  up  in  Novem- 
ber for  the  hohday  trade. 


Business 


Prerecorded  Earnings 

Without  question,  Dana  Corp.  has 
added  a  new  dimension  to  inves- 
tor relations.  The  company  has  re- 
centiy  instituted  a  toll-free  number 
(800-537-8823)  that  anyone  can  call 
for  up-to-the-minute  information  on 
Dana's  financial  results  for  the  year, 
quarter  and  even  latest  month.  Callers 
also  get  a  brief  discussion  of  other 
topics  of  interest  to  company  follow- 
ers, and  there  is  time  at  the  end  for 
the  curious  to  ask  a  question  or  two, 
which  will  be  answered  by  a  foUow- 
up  personal  letter. 

Open  Field 

When  the  Cadillac  Eldorado  takes 
its  final  bow  this  year  as  the  last  of 
the  domestic-built  convertibles,  lovers 
of  lots  of  fresh  air  at  55  mph  need 
not  despair:  British  Leyland  Motors 
is  quickly  carving  out  a  successful 
niche  selling  open  cars  and  plans  to 
keep  right  on  doing  so.  U.S.  sales  of 
British  Leyland's  car  line  were  up  30% 
in  1975,  to  a  record  71,000  cars,  with 
the  company's  supply  of  Triumph  and 
MG  convertibles  a  prime  contribut- 
ing factor.  Now  the  largest  U.S.  mar- 
keter of  open  cars,  British  Leyland 
expects  1976  sales  to  total  80,000 
cars,  with  convertibles  being  especial- 
ly strong  performers. 

Fiber  Grass 

Pittsburgh-based  PPG  Industries  is 
marketing  an  erosion  control  method 
that  involves  covering  a  ditch,  slope  or 
strip-mine  site  with  long  strands  of 
fiber  glass  yarn  shot  from  a  spray  gun, 
a  process  little  more  complicated  than 
sprinkling  a  lawn.  The  strands  inter- 
connect in  a  massive  web  that  not  only 
anchors  the  tract  enough  to  support 


seeds  as  they  geraiinate  and  develop, 
but  also  helps  conserve  moisture  dur- 
ing dry  periods  and  insulate  the  veg- 
etation against  intense  heat.  Used  by 
a  number  of  state  highway  depart- 
ments, the  fiber  glass  material  is  more 
expensive  than  other  erosion  preven- 
tatives such  as  jute  or  straw,  but  costs 
less  to  apply  and  lasts  for  as  long  as 
three  years. 

A  New  Index  On  Life 

By  charting  the  frequency  of  16 
major  events  besetting  a  U.S.  family 
or  individual,  a  new  "Pace/ Quality  of 
Life  Index"  has  statistically  concluded 
that,  indeed,  things  are  getting  worse. 
According  to  the  Predicasts,  Inc. 
study,  during  the  years  1963-66  the 
likelihood  of  a  pleasant  event,  such 
as  getting  married  or  buying  a  new 
home,  was  greater  than  that  of  a  bad 
event,  such  as  being  laid  off  a  job  or 
being  a  victim  of  violent  crime,  by 
1.87  to  1.  By  1974  that  ratio  had 
slipped  to  1.71  to  1.  Even  if  one  dis- 
agrees with  the  researcher's  values  for 
what's  good  and  what's  bad,  the 
somewhat  lighthearted  index  shows 
that  without  a  doubt  life  is  becoming 
more  momentous  each  year:  In  the 
early  Sixties  there  was  a  64%  chance 
that  something  significant  might  oc- 
cur; that  possibility  was  up  to  90% 
by  the  mid-Seventies.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4626 
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There  are  three  sides 
to  every  question: 

the  pro  side,  the  con  side 
and  the  inside. 


If  you're  in  business 
and  you're  reading  about 
something  important  to  ; 
your  business,  you  don't 
want  to  know  what  some- 
body thinks  has  happened. 
You  want  to  know  what 
has  in  fact  happened. 

We  want  you  to  know 
that,  too. 

That's  why  The  Wall 
Street  Journal  goes  to  such  j 
lengths  to  insure  that  its<i 
news  columns  are  unbiased.  We're  not  for  or 
against  anything — not  in  our  news  columns, 
at  least. ^  As  far  as  we  are  able,  we  give  you 
the  straight  story... the  unvarnished  who, 
what,  why,  where,  how,  when  and  so  what 
of  anything  that  happens  anyu'here  in  the 
world  that  may  affect  your  decisions  about 
your  business.  If  you  want  to  know  what  we 
think,  read  our  editorials. 

This'let'the-chips-fall-where'they-may 
attitude  has  helped  The  Journal  to  grow 
from  785,000  circulation  to  over  a  million 
and  a  quarter  in  10  years.  It  has  won  Journal 
writers  and  editors  five  Pulitzer  Prizes  for 


reporting  (and  two 
Pulitzer  Prizes  for  edito- 
rial writing  —  which 
proves  that  The  Journal 
isn't  afiraid  to  take  a  stand 
where  a  stand  should  be 
taken). 

Try  The  Journal  on 
our  special  introductory 
offer.  Just  86(t  a  week 
will  get  it  delivered  to 
your  home  or  office.  Fill 
out  and  mail  in  the 
attached  card.  If  someone  else  has  already 
used  the  card,  call  this  toll-free  number:  800- 
257-0300.  (In  New  Jersey,  call  800-462- 
2000.)  For  new  subscriptions  only.  Take  us 
up  on  our  86(|:-a-week  offer,  for  any  period 
from  13  weeks  to  a  year.  You  won't  get  just 
the  pro  side  of  business  news,  or  the 
con  side.  You'll  get  TT^l^ 
themside.  I     |^^^ 

Wall  Stieet 
Journal 

2B591  Price  gcxsd  in  United  States  and  possessions. 


1HE  BUSINESS  FAIN  PlINEir  BOWES  CAN  REMOVE 


imm  AND  sncKiNG 

STAMPS. 

Over  and  over  and  over  again. 
Treatment:  Bypass  the  mes- 
siness  and  inefficiency  of  both.  Meter  stamp  your 
mail,  even  parcels,  with  a  Pitney  Bowes  postage 
meter  mailing  machine.  It's  much  faster.  And  you 
can't  lose  a  meter  stamp. 

SYMPTOMS '3  &'4:  FOLDING 
ANOSTUmNGBYHAND. 

Over  and  over  and  over  again. 

Treatment:  Do  it  by  Pitney  Bowes  Folder-Inserter. 
.And  free  people  for  more  interesting  work.  Folds  com- 
pletely jiat  in  exactly  the 
right  place  every  time. 
Makes  even  multiple  inser 
tions.  All  at  high  speeds. 


SYMPIDM'2: 
TYPING  AND 
RETYPING  ADDRESSES. 

Over  and  over  and  over  again. 

Treatment:  Bypass  the  tedium  with  a  Pitney 
Bowes  Addresserprinter  System.  Put  each  address 
on  a  metal,  plastic,  or  type-it-yourseif  foil  plate 
once.  Then  imprint  those  addresses  whenever  you 
need  them. 


SYMPTDMS'5&'6: 
COPYING  AND  THEN  COLUmNG 
BYHANa 

Over  and  over  and  over  again. 
Treatment:  Make  37 
■lean  sharp  plain  bond 
copies  a  minute  with  a 
■Titney  Bowes  PBC"  Copier. 
Then,  if  what  you've  copied 
needs  collating,  do  it  with  a 
Pitney  Bowes  automatic  col- 
lator, fifteen  times  faster 
than  you  could  by  hand,  with 
no  skipped  or  missed  pages. 


For  complete  information  on  how  paperalysis  slows  your  business 
down,  and  how  Pitney  Bowes  paper-handling  products  and  systems, 
including  the  new  Pitney  Bowes  PBC  plain  bond  copier,  can  help  speed  it 
up,  write  us:  Pitney  Bowes,  1746  Pacific  Street,  Stamford,  Conn.,  06904. 
Or  call  one  of  our  190  offices  throughout  the  U.  S.  and  Canada. 
Postage  Meters,  Mailing  Systems,  Copiers,  Counters  and  Imprinters, 
Addresserprinters,  Labeling  and  Marking  Systems. 


Ip  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


TWO  NEW  SMALL  ^VRS 

FROM  CHRYSLER  CORPORATION 

HELP  YOUR  FLEET  IN  BIG  V^OOrS! 

The  standard  cars  of  the  future...  the  new  Plymouth  Volare  and  Dodge  Aspen 
are  now  available  to  qualified  buyers  on  the  Chrysler  Corporation  Fleet  Purchase  Program. 


Big-Car  Satisfaction 

Chrysler  Corporation  has  taken  the 
things  people  wanted  in  big  cars  and 
engineered  them  into  two  new  kinds  of 
small  cars:  Dodge  Aspen  and  Plymouth 
Volare.  They  offer  big-car  ride  with  a  totally 
new  suspension.  And  they  rival  big-car 
quiet  with  new  sound-deadening 
systems.  Plus  you  can  add  all  the 
important  options  to  match  the  comfort 
and  convenience  of  a  big  car.  And  the 
price  and  cost  of  operation  might  be 
the  biggest  surprise  of  all. 
Big-Car  Comfort.. .Small  Size! 
Aspen  and  Volar§  are  the  products  of 
years  of  intensive  Chrysler  Corporation 
design  and  testing.  With  their  roomy 
interiors  and  exclusive  isolated  transverse 
suspension,  they  ore  as  comfortable 
and  ride  more  like  a  full-size  car. 
Low  Operating  Cost... 
Chrysler's  farrxDus  Slant-6  has  been 
improved  for  even  better  fuel  economyt 
Cut  your  maintenance  costs  with  a  virtually 
maintenance-free  electronic  voltage 
regulator,  electronic  ignition  that  eliminates 


points  and  condenser,  and  a  TorqueFlite 
transmission  with  no  service  recommended 
under  normal  driving  conditions. 
How  Do  You  Qualify  To  Buy? 
If  you  presently  have  as  few  as  ten 
vehicles  registered  in  your  name,  you 
qualif/  for  Chrysler  Corporation's  gener- 
ous fleet  allowances.  (They  can  be  in  any 
combination  of  cars  or  trucks  and  need 
not  be  Chrysler  products.) 
What  Do  You  Have  To  Do? 
See  your  Chrysler-Plymouth  or  Dodge 
Dealer  now.  Incidentally  he's  also  got 
some  great  fleet  buys  on  larger  Chrysler- 
built  cars,  plus  vans  and  trucks! 

AND  HERE'S  THE  "CUNCHER!" 


For  the  first  12  months  of  use,  any  Chrysler 

Corporation  dealer  will  fix,  without 

charge  for  parts  or  labor,  any  part  of  our 

1976  passenger  cars  we  supply  (except 

tires)*  which  proves  defective  in  normal  use, 

regardless  of  mileage.  Of  course,  the  owner 

is  responsible  for  normal  maintenance 

like  changing  filters  and  wiper  blades. 


"Tires  Ofe  covered  by  their  own  rnonutoclurer 

tEPA  estimated  mileage  for  sedan  and  coupe  models  equipped 
witti  6-cvlinder  engines  and  manual  transmissions:  Higtiwoy  27  MPG. 
Cify  18  MPG.  wagon  models:  Highway  30  MPG   City  18  MPG,  Your 
actual  mileage  may  differ  depending  on  your  driving  hiabits.  thie 
condition  of  your  car  and  optional  equipment. 


PLYMOUTH  VOLARE 
2-Door  Coupe 


See  your  Chrysler-Plymouth 
or  Dodge  dealer  today! 


DRIVE  A  COMPANY-LEASED  CAR? 

Make  your  next  choice  Volar6  or  Aspen,  the 
standard-size  cars  of  the  tuture  that  are  big 
on  room,  mileage,  ride  and  readability. 


FLEET  DIVISION 


W 


CHRYSLER 

CORPORATION 


''Third  Country"  Trade: 

An  Important  New  Sales  Opportunity 
For  Your  Company. 

In  addition  to  being  one  of  the  U.S.'s  leading  exporters  and 
importers,  Nissho-lwai  American  Corporation  is  also  engaged 
in  "third  country"  trade.  Through  our  global  network  of  offices, 
we  organize  business  activities  between  companies  in  foreign 
countries. 

For  example,  from  our  New  York  headquarters,  we  arrange  for 
the  sale  of  Canadian  wheat  to  Belgium,  the  Netherlands  and 
Germany;  minerals  from  South  America  to  Southeast  Asia; 
seafood  from  Africa  to  Europe. 

Our  point  is  this:  whatever  you  have  to  sell  or  buy,  Nissho-lwai 
American  Corp.  can  assist  you — whoever  you  are  and  wherever 
your  interests  may  be. 

Write  today  for  a  copy  of 
our  corporate  brochure. 


Nissho-lwai 

American 

Corporation 


Rockefeller  Center 

1211  Avenue  of  the  Americas 

New  York,  NY.  10036 

Offices  in  Anchor age/Atlanta/Ctilcago/Detrolt/Houston/ 
Los  Angeles/Portland/San  Francisco/Seattle/St  Louis 


Real  Estate  in 
Hong  Kong? 

Advice  in  Newlbrk. 


375  Park  Ave..  New  York.  N.Y.  10022  (212)  688-8181 


Offices  In:  Hong  Kong;  also  Singapore.  Kuala  Lumpur. 
Kuching.  London  City  a  West  End.  Croydon.  Glasgow, 
Edinburgh.  Jersey,  Dublin,  Brussels.  Antwerp,  Paris. 
Rotterdam.  Amsterdam.  Frankfurt.  Hamburg,  Beirut. 
Sydney  Canberra,  Melbourne,  Brisbane,  Adelaide. 
Perth:  associated  offices  In  Christchurch,  Auckland 


Chartered  Surveyors 

International  Real  Estate  Consultants 


Readers  Say 

Takeovers  Useful 

Sir:  You  were  right  in  your  story 
on  tender  offers  {Feb.  1)  that  take- 
overs can  sometimes  play  a  useful  role 
in  upending  inefficient  managements 
and  taking  scarce  capital  out  of  their 
hands.  Yet  if  Sen.  Philip  Hait  gets 
his  way,  and  in  this  Congress  he 
might,  mergers  or  takeovers  would  be 
all  but  impossible,  making  the  econo- 
my less  efficient  and  more  costly  for 
us  all. 

—Jacob  Jackson 
Dallas,  Tex. 

Different  Mission 

Sir:  Re  your  article  concerning  profit- 
making  hospitals  {Jan.  15).  The  not- 
for-profit  hospitals  have  made  it  pos- 
sible for  the  profit  hospitals  to  exist. 
We  train  their  physicians,  nurses  and 
other  personnel,  develop  all  the  new 
techniques  for  the  care  of  their  pa- 
tients and  absorb  most  of  the  non- 
paying  patients. 

—Robert  B.  Bruner 

Executive  Director, 

Mount  Sinai  Hospital 

Hartford,  Conn. 

Defending  Reagan 

Sir:  Your  editorial  doesn't  do  Gov- 
ernor Reagan  justice  {Fact  b-  Com- 
ment, Jan.  15).  During  his  eight 
years,  the  Moody's  and  Standard  & 
Poor's  ratings  on  California  general 
obligation  bonds  were  both  raised  to 
AAA  and  the  Govenior  left  the  state 
with  a  $600-niillion  surplus.  All  this, 
too,  when  working  \\  ith  a  Democrat- 
ic legislature. 

—John  A.  McColl 
San  Diego,  Calif. 

Sir:  The  reason  that  California 
taxes  went  up  was  that  Governor  Rea- 
gan insisted  on  balancing  the  bud- 
get forced  on  him  by  the  liberal  leg- 
islature. I  have  been  increasingly  dis- 
gusted with  your  editorializing.  It  is 
not  my  intention  to  renew  my  sub- 
scription. In  fact,  it  would  suit  mo  not' 
to  receive  another  issue.  Cancel  my 
subscription. 

— H.G.  OVEHMEYKR 

Saratoga,  Calif. 

Sir:  You  slioot  from  the  hip.  Can- 
cel my  subscription.  .  .  . 

—William  R.  (Jianklli 

Fonner  Director  of  Water  Resources 

of  the  State  of  California  (  1907-73) 

Pebble  Beach,  Calif. 

Enjoyed  Series 

Sir:  I  much  enjoyed  the  scries  on 
AT&T  appearing  in  Forhe.s  {Nov. 
15,  Jan.  J).  To  my  way  of  thinking. 
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EMERf  FLIES 

TOMORE  PLACES 


in  fact,  Emery  flies  to  more 
places  in  a  day  than  the  Secretary  of 
State  flies  to  in  a  year.  Both  in  the 
United  States  and  abroad. 

Not  just  places  like  New  York, 
Paris  and  London,  either  Places 
like  Wenatchee,  Norrkoping,  and 
Christchurch. 

You  see,  we  reserve  space  on  key 
flights  of  practically  every  airline  that 
carries  freight.  So,  we  re  on  more  than 
1000  jets  a  day.  (That  doesn't  even 
include  the  off-line,  commuter  and 


charter  planes  we  use  where  airline 
service  is  weak  or  non-existent.) 

What  s  more,  Emery  has  more 
than  1(X)  offices  all  over  the  world. 
That's  a  lot  more  than  any  other 
air  freight  company  has. 

So,  no  matter  where  in  the 
world  we  deliver  your  package,  we 
can  deliver  it  to  Emery  people,  not 
somebody  else's  people. 

And  no  matter  where  in  the 
world  your  package  goes,  you  can 
always  find  it  on  our  computer 


tracking  system.  Almost  instantly. 

CX'erlOOOjetsa  day.  Over  5000 
route  segments  a  day.  An  average 
of  more  than  250,000  miles  a  day. 

Nobody  else  comes  within 
kissing  distance  of  all  that.  Not  even 
Henry  Kissinger. 

Sure  we're  busy  tlying  aE  over 
the  world,  but  we're  never  too  busy 
to  answer  the  phone.  So  call  us. 

ilflilCi  Alli  fililwiT 

The  shortest  distance  between  two  points. 
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Pat  and  Mike  on  Central  Rirk  South, 


On  Standing  Pat 

WE  Stand  firm  on  our  Essex  House 
tradition. 
Whenever  you  stay  here,  we  sur- 
round you  with  all  the  special  style 
our  name  is  famous  for.  Comfortably 
wrapped  in  a  genuine  welcome  and 
honest  concern  for  your  needs.  We 
want  to  make  you  happy. 

Mike  the  Magnificent. 

WHENEVER  we  talk 
about  our  tradition, 
we  must  make  mention 
of  a  man  who  has  made 
history    here.    Mike 
O'Rourke,  our  Senior 
Bell  Captain,  is  typical 
of  the  people  who  wel- 
come you  to  our  hotel. 
He's    been   bringing   a 


positive  quality  and  sense  of  personal 
enjoyment  to  every  aspect  of  nis  work 
for  over  42  years.  Thank  you,  Mike. 
You're  magnificent. 

Pleas  and  Thank  You. 

WE  urge  you  to  make  reservations 
in  advance  of  your  trip,  but  if 
business  brings  you  here  in  a  hurry, 
call  toll-free.  We'll  do  our  best  to  pro- 
vide your  room  or  suite.  Thank  you. 

^orriott's. 
ESSEX  HOUSE 

A II  vou  need  to  know  about  hotels  in  New  York. 

1'60  Central  Park  South,  New  York  10019. 

Telephone  toll-free  for  your  reservations: 

800-228-9290. 

Write  for  our  new  brochure. 


'® 


dependable 

(de-pen'da-b'l),    adj.    1.  of 
proved  consistency  in  pro- 
ducing satisfactory  re- 
sults.   2.  quality    of 
service  found  in  your 
Nationalease  Affili- 
ate in  leasing  and 
servicing  trucks,  as- 
sisted by  knowledge 
of  local  conditions, 
etc. 
SYN.  See  Nationalease. 


For  nearest  Nationalease  Affiliate  call  collect:  312  782  2991 

National  Truck  Leasing  System 

One  North  Wacker  Drive  /  Chicago,  Illinois  60606 

You  define  your  needs... Nationalease  will  meet  them. 


Readers  Say 


a  valuable  addition  to  a  business  mag- 
azine and  one  which  I  hope  can  be 
done  again  in  the  future. 

—Donald  N.  Frey 

Chairman, 

Bell  &  Howell 

Chicago,  111. 

Good  Man 

Sir:  My  hat  is  off  to  you  on  se- 
curing the  services  of  Ben  Weberman 
{Side  Lines,  Feb.  1). 

—Gabriel  Hauge 

Chairman, 

Manufacturers  Hanover  Trust  Co. 

New  York,  N.Y. 

Sir:  Ben  Weberman  is  a  niar\elous 
addition. 

—David  T.  Schiff 

Kuhn,  Loeb  &  Co. 

New  York,  N.Y. 

Wrong  Target 

Sir:  Re  MSF's  remark:  "The  Here- 
after. Those  who  know  the  answers 
never  seem  to  be  in  a  position  to  pro- 
vide them"  {Jan.  15).  The  main  prob- 
lem with  Christianity  is  that  it  has 
tried  to  do  away  with  sex  instead  of 
doing  away  with  hate.  As  for  MSF 
Jr.'s  remarks  on  JFK,  the  scandal  con- 
cerning Kennedy's  love  life  doesn't 
faze  me  a  bit— better  to  have  loved 
too  much  than  too  httle. 

—Bruce  C.  Linroth 
Douglas,  Mich. 

Would  India  Change? 

Sir:  Dr.  William  G.  Paddock  {As 
I  See  It,  Dec.  1 )  quotes  President 
Johnson  as  saying  that  if  "India  had 
seen  60  million  people  starve  to  death, 
she'd  be  a  different  country."  Horse- 
feathers.  India  has  undergone  major 
calamities— the  1943  Bengal  famine 
in  which  millions  died  and  the  mas- 
sive misery  after  the  1947  partition- 
but  things  didn't  change  after  them. 
There  are  natural  and  social  factors 
in  the  country  beyond  the  control  of 
any  government. 

—G.J.  Advani 
Chicago,  111. 

Grave  Humor 

Sir:  Re  MSF's  comment:  "In  Me- 
moriam.  That  was  a  good  man,  said 
the  worm"  {Jan.  15).  Did  you  hear 
about  the  two  maggots  eating  in  dead 
Ernest? 

—John  Smith 
Geneva,  N.Y. 

Sir:  Yon  could  stand  a  lillle  sharp- 
I'liiug  ill  ihi'  Inmior  dcpaiiinvuL 

—John  D.  V\  i  bi  ii 
Ocain,  \'\a. 
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Waste  not,  want  not. 


lA/hen  your  business  depends  on  the 
professional  management  of  a  vital  natural 
resource,  that's  one  proverb  that 
makes  sense. 

We  grow  the  working  trees.  And 
because  they're  such  valuable  commodities, 
we're  constantly  searching  for  new  methods 
to  use  our  timber  in  the  most  efficient  ways 
possible. 

When  you  visit  any  of  the  Potlatch 
mills,  plants  or  laboratories,  you'll  see  what 
we  mean.  We  try  to  convert  every  last  part 
of  our  trees  into  something  useful.  Whether 
it's  finding  uses  for  bark,  chips  and  needles, 
or  developing  a  revolutionary  new  method  of 


making  plywood  out  of  wood  flakes.  Or  even 
utilizing  common  sawdust  as  the  very  energy 
that  powers  our  machines  and  in  some  of 
the  paper  we  produce. 

In  the  many  years  we've  been 
converting  natural  resources  into  paper, 
packaging,  lumber,  plywood  and  specialty 
wood  products,  we've  built  up  quite  a 
reputation  in  the  wood  products  industry. 
But  we  won't  ever  rest  on  our  laurels. 
Because  at  Potlatch,  our  "waste  not, 
^  want  not"  attitude,  along  with  constant 
"  working,  experimenting  and  researching,  is 
our  way  to  make  sure  that  our 
accomplishments  in  the  future  will  be  even 


brighter  than  our  achievements  in  the  past. 

In  spite  of  an  economic  climate  of 
inflation  and  recession,  Potlatch— an  equal 
opportunity  employer-  has  established 
impressive  forward  momentum  during  the 
1970s.  Sales  increased  over  50  percent 
from  1970  to  1975,  earnings  rose 
dramatically  and  the  annual  dividend  rate 
grew  from  $  1 .00  to  $  1 .50  per  share. 

For  more  facts,  write  us:  Potlatch 
Corporation,  P.O.  Box  3591,  San  Francisco, 
California  94119. 


Potlatch  We  grow  the  working  trees. 


Wood  chips  to  be  converted  into  pulp. 
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.layuar 


XJ-S 


JAGUAR 

UNLE/^HES 

A  NEW  BREED  OF  CAT. 

THES-TYPE. 

It  may  well  be  the  best-handling  four-passenger  car  in  the  world. 


kQ  The  cat  is  nimble.  Jaguars  have 
always  been  known  for  their 
agility  rather  than  brute  force. 
Superb  handling  and  braking 
were  the  extra  edge  that  helped 
carry  Jaguar  to  five  victories  at 
Le  Mans.  With  catlike  grace  they  negotiated 
the  twists  and  turns  of  the  most  historic 
racecourse  in  the  world. 

Jaguars  superb  handling  capabilities 
have  been  refined  and  refined  over  the 
years.  In  doing  this.  Jaguar  has  created 
classic  after  classic. 

This  new  breed  of  cat  is  all  that  the  world 
has  come  to  expect  of  Jaguar  It  advances 
the  state  of  the  art.  It  moves  and  responds 
even  better  than  previous  Jaguars. 

In  plain  fact,  the  S-type  is  so  thoroughly 
wedded  to  the  road  in  cornering  and  eva- 
sive maneuvers,  it  scarcely  seems  credible. 
Until  you  experience  it. 

These  superb  handling  characteristics 
are  solidly  grounded  in  the  S-type "s  all-inde- 
pendent suspension,  four-wheel  power  disc 
brakes  and  power-assisted  rack  and  pinion 
steering. 

The  wind  itself  makes  the  S-type  handle 
better.  Wind  tunnel  tests  have  sculpted  the 
Jaguar  S-type  into  a  machine  for  road-adhe- 
sion. A  front  air  dam  and  an  under-engine 
shield  both  contribute  to  increased  stability, 
better  handling  and  quicker  acceleration. 

The  S-type's  tires,  too.  are  a  handling 
factor.  They  have  been  specially  developed 
by  Dunlop  to  match  the  unique  performance 
capabilities  of  the  car.  And  the  S-type's 
wheels  are  also  functional.  Their  peripheral 
vents  are  more  than  cosmetic:  these  vents 
actually  deflect  significant  amounts  of  heat 
from  the  disc  brakes  and  help  the  brakes 
perform  better. 

Yet  for  all  its  uncommon  handling  capa- 
bilities, the  XJ-S  is  so  very  smooth,  quiet 
and  thoroughly  insulated  from  the  harsh- 
ness of  road  surfaces  and  the  wind  at  high 
speeds  that  it  rides  like  a  luxury  sedan.  The 
smoothness  and  quiet  of  the  XJ-S  in  motion 
would  be  remarkable  in  any  car.  To  find 
these  qualities  combined  with  the  Jaguar 
S-type's  outstanding  level  of  handling  and 


response  is  almost  miraculous. 

Why  the  cat  purrs:  the  astounding  5.3 
litre  fuel-injected  Jaguar  V-12.  No  conven- 
tional powerplant  could  match  the  excep- 
tional handling  capabilities  of  the  Jaguar 
S-type. 

Therefore  its  efigine  is  a  fuel-injected 
version  of  the  short-stroke,  wide-piston 
V-12  that  holds  the  1975  SCCA  National 
Championship  in  Class  B  Production. 
Because  of  its  perfectly  balanced  config- 
uration, the  Jaguar  V-12  is  exceptionally 
smooth  and  quiet.  Yet  despite  its  relatively 
modest  displacement  (5.3  litres  or  326  cubic 
inches),  this  engine  develops  an  astonishing 
SAE  net  horsepower  of  244  at  4.500  rpm, 
making  it  one  of  the  most  powerful  engines 
offered  by  any  manufacturer,  regardless 
of  displacement. 

Yet  sheer  power  is  not  the  most  beguiling 
quality  of  the  Jaguar  V-12.  The  magic  comes 
in  the  engine's  unexpected  docility  at  low 
traffic  speeds,  and  the  virtually  unequalled 
smoothness  of  its  acceleration. 

And  this  is  an  eminently  reliable  engine. 
Jaguar  test  engineers  have  called  it  "virtu- 
ally indestructible'.'  Bosch/Lucas  electronic 
fuel  injection  and  an  electronic  ignition  sys- 
tem that  eliminates  contact  pxDints  both 
contribute  to  the  engine's  efficiency  and 
reliability.  In  environmental  tests,  the  V-12 
has  proven  itself  reliable,  starting  at  such 
extremes  of  temperature  as  — 40  °and  +110.° 

Astounding?  Not  for  the  Jaguar  S-type. 

The  cat  is  wary.  Red  alert:  the  S-type's 
new  instrumentation.  Very  high  perform- 
ance demands  a  superb  intelligence- 
gathering  system  for  the  driver. To  this  point, 
the  S-type  instrumentation  has  been  com- 
pletely redesigned  to  make  all  vital  func- 
tions instantly  discernible. 

All  instruments  are  functionally  gath- 
ered in  one  nacelle  that  is  clearly  visible 
through  the  leather-padded  steering  wheel. 
There  are  large  circular  dials  for  the  speed- 
ometer and  tachometer  and  new  quick- 
reading  vertically-calibrated  gauges  moni- 
toring fuel  level,  water  temperature,  oil 
pressure  and  battery  condition. 

A  bank  of  18  red  and  amber  signal  lights 


above  this  instrument  cluster  give  the  driver 
an  early  warning  of  malfunctions  in  the 
S-type's  safety,  mechanical  and  electrical 
systems. 

The  cat  is  complete. The  S-type  is  a  four 
place  luxury  car.  The  Jaguar  S-type  comes 
to  you  complete:  there  are  no  options 
whatever. 

Inside  the  S-type  there  is  the  authentic 
elegance  that  only  comes  when  everything 
is  designed  to  be  functional.  There  is  no 
ostentation  about  the  car:  everywhere  you 
look,  your  eye  will  be  delighted  by  clean, 
graceful  lines  and  rich  textures. 

The  seats  are  covered  in  topgrain  hides. 
Deep  carpeting  has  been  fitted  throughout 
the  passenger  compartment  and  inside  the 
spacious  trunk. 

Every  mechanical  amenity  conceivable 
has  been  included:  electric  windows,  elec- 
tric door-locks,  eight-track  AM/FM  stereo- 
phonic sound  system  and  automatic 
thermostatically-controlled  air  conditioning 
system  are  all  standard. 

And  there  is  one  final  luxury  that  comes 
as  standard  equipment  on  the  Jaguar  XJ-S. 
This  is  the  uncommonly  thoughtful  Jaguar 
warranty.  For  12  months,  regardless  of  mile- 
age, Jaguar  will  replace  or  repair  any  part 
of  the  car  that  is  defective  or  that  simply 
wears  out,  provided  only  that  the  car  is 
properly  maintained.  The  only  exceptions 
are  the  tires,  which  are  warranted  by  the 
tire  manufacturer,  and  spark  plugs  and 
filters,  which  are  routine  replacement  items. 
Even  then,  if  they  are  defective.  Jaguar  udll 
pay  to  replace  them. 

Keeping  up  with  the  cat.  The  standards 
by  which  personal  luxury  high-performance 
cars  are  measured  iiave  just  risen  by  a  sub- 
stantial margin.  Drive  this  remarkable 
Jaguar  S-type  soon.  You'll  discover  what  a 
quantum  leap  forward  it  marks  in  the  very 
small  world  of  personal  luxury,  high-per- 
formance motorcars.  For  the 
name  of  the  dealer  nearest  you, 
call  these  numbers  toll-free: 
(800)  447-4700,  or,  in  Illinois, 
(800)  322-4400.  British  Leyland 
Motors  Inc .,  Leonia,  N.  J .  07605. 


Revolutionary 
communications. 

"One  if  by  land... two  if 
by  sea!'  Paul  Revere  got 
the  message  with  the 
speed  of  light. 

Lantern  light. 

But  then  the  word  had 
to  be  carried  by  horseback . 

Today,  thanks  to  a  revo- 
lution in  communications, 
the  speed  of  light  is  the  going 
rate— for  any  distance. 

In  that  revolution,  RCA  is 
a  founding  father.  We  started 
network  broadcasting,  intro- 
duced television— first  black 
and  white  and  then  color. 
We  pioneered  systems  to 
transmit  voice,  TV,  and  data 
from  space— and  to  track 
and  command  spacecraft. 

And  we  developed 
communications  systems 
for  ships,  planes  and 
automobiles. 

In  July  1976,  when  the 
Viking  Lander  is  scheduled 
to  set  down,  special  RCA 
equipment  will  carry  the 
first  message  from  Mars. 

I     Innovating 
in  electronics. 


From  the  beginning. 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WOULDN'T  IT  BE  NICE 

if,  after  the  experience  of  the  past  three  years,  those  busily  and  in 
quantity  buying  stocks  turn  out  to  know  more  than  those  selling  'em! 


CORPORATE  CAPITAL  SPENDING 


has  to  soon  head  up.  The  recession  hiatus  of  two  years 
—three,  in  some  instances— on  corporate  spending  for  new 
plants,   updated  machinery   and  increased  manufacturing 


efficiency  has  built  a  backlog  of  need  that  must  soon  be 
met  by  executives  who  want  to  stay  ahead  of  whatever 
game  they  are  in. 


GOVERNMENT   BAIL-OUT  OF  LOCKHEED   CONTINUES 


Like  banks  shoring  up  their  REITs  rather  than  having 
to  write  off  too  much  too  soon,  the  U.S.  Government 
seems  determined  to  protect  its  ill-conceived  $250-minion 
loan  guarantee  to  Lockheed  by  giving  this  long-ailing  air- 
craft outfit  many  most  sizable  contracts,  some  of  which 
might  seem  hard  to  justify. 

Take  the  C5A  transport,  81  of  which  cost  $4.5  bil- 
lion. It  turns  out  they'll  each  last  a  mere  8,750  hours, 
although  the  original  aim  was  for  30,000.  Now  it's  esti- 
mated ten  years  and  $1  billion  to  $1.3  billion  will  be  re- 


quired to  fix  up  these  birds'  wings. 

Senator  William  Proxmire's  (Dem.,  Wis.)  been  blow- 
ing the  whistle  on  the  C5  for  years  to  an  audience  of 
deaf  ears  in  the  Pentagon  and  the  Congress.  Now,  Sen- 
ator Proxmire  may  talk  as  much  nonsense  as  any  politico, 
but  as  often  as  not  he  makes  sense,  too. 

He  urges  that  instead  of  pouring  $billions  more  into 
the  C5,  the  Air  Force  purchase  Boeing  747s— giant,  prov- 
en, first-rate  cargo  carriers. 

Maybe  somebody  will  listen. 


BRITAIN'S   DARKEST  HOUR 


in  its  present  economic  depression  is  behind  it. 

During  the  most  recent  of  several  visits,  it  was  heart- 
ening as  well  as  astonishing  to  come  across  tempered  but 
definitely  detectable  traces  of  hope  in  Informed  Circles— 
who  usually  are  the  last  to  get  the  word,  there  as  well 
as  here  and  everywhere. 

Wilson,  who  has  prime-ministered  Britain  more  frequent- 
ly and  longer  than  any  recent  predecessor,  gets  much  of 
the  credit.  This  Labor  leader,  aided  by  the  devastation  of 
a  25?  inflation  rate,  has  persuaded  most  unions  that  they 
were  on  the  losing  end  of  that  cat-chasing-its-tail  game. 
Labor  has  accepted  a  sharp  cut  in  wage  increases,  with 


the  pill  made  politically  more  palatable  by  a  freeze  on  any 
salary  increases  for  those  earning  more  than  $17,000  a  year. 

Britain's  inflation  rate  is  now  dropping  and,  here  at 
lunch  a  few  days  ago,  one  of  Britain's  largest  and  most 
astute  insurance  brokers,  John  Wallrock,  chairman  of  J.H. 
Minet,  Ltd.,  predicted  to  Forbes  editors  that  by  year's 
end  the  Isles'  inflation  rate  would  be  down  to  10%. 

The  key  to  the  kingdom's  recovery  lies  principally  in 
the  fact  that  those  who  have  jobs  at  which  to  labor 
are  doing  a  bit  more  of  just  that.  In  fact,  the  hours  spent 
actually  working  during  a  workday  may  now  almost  equal 
teatime  and  wash-up  time. 
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F.D.A.  to  Tell  Liquor  Industry 
To  List  Ingredients  on  Labels 


b^N^^^Vbm^^^* 


Why? 


The  suggestion  tliat  John  F.  Kennedy  had  a  White 
I  louse  haison  with  a  mafia  moll  to  discuss  Crime  and  Pun- 
ishment is  pretty  funny. 

All  who  were  closely  acquainted  with  JFK  socially,  po- 
litically or  otherwise  from  the  time  he  passed  the  age  of 


JFK   AND   HIS   LADY   FRIENDS 

puberty  to  his  Presidency  knew  his  unceasing  interest  in 
dalliance  was  quite  unrelated  to  his  intellectual  appetite. 
Most  of  the  girls  that  I  knew  that  he  knew  never 
claimed  to  be  "in"  with  President  Kennedy  so  much  as 
they  proclaimed  that  he  had  been  with  them. 


SOME  MOVIES  THAT  ARE  WORTH   THE  TIME  AND   PRICE 


.\marcord  Hard  Times 

Buster  and  Billy  Jaws 

Godfather  II  Nashville 

Barry  Lyndon— One  should  expect  that  Stanley  Ku- 
brick's first  box-office  failure  (his  previous  films  include 
Dr.  Strangelove,  Paths  of  Glory,  Lolita,  2001,  A  Clock- 
work Orange)  would  be  a  spectacular,  unique  film.  This 
is.  Each  one  of  the  million  frames  is  a  scene  worthy  of 
Rembrandt,  Constable,  Gainsborough.  But  there's  an  hour 
or  two  too  many,  and  the  dragging  music  doesn't  help.  A 
tour  de  force  of  magnificent  magnitude  for  moviegoers 
with  much  time  and  fortitude. 

The  H  indenbur  g— Several  times,  as  a  youngster,  I 
watched  this  famed  great  dirigible  pass  over  our  New 
Jersey  home  and  couldn't  often  enough  see  the  incredible 
newsreels  of  the  time  showing  the  terrifying  end  of  the 
superairship.  In  this  movie,  the  plot  has  virtually  noth- 
ing to  do  with  the  actual  disaster.  But  by  blending  the 


Shampoo  The  Great  Waldo  Pepper 

Stavisky  The  Passenger 

Swept  Away  . .  .  Towering  Inferno 

old,  real  films  with  recreated  settings,  the  last  voyage  and 
flaming  finish  of  the  Hindenburg  comes  awesomely,  dra- 
matically alive  again. 

The  Man  Who  Would  Be  King— Even  that  old  British 
Empire  adulator,  Rudyard  Kipling,  would  applaud  ring- 
ingly  this  robust,  colorful,  color-filled  rendering  of  his 
famed  tale.  The  pairing  of  that  pair,  Sean  Connery  and 
Michael  Caine,  as  two  British  ex-sergeants  who  conquer 
briefly  a  mythical  Himalayan  kingdom  is  perfect. 

Three  Days  of  the  Condor— 1  was  confused,  but  on  the 
edge  of  the  seat,  gripped  all  the  way.  Maybe  the  con- 
fusion results  because  this  thriller  about  the  CIA  was  con- 
densed from  a  book  entitled  Six  Days  of  the  Condor.  Or 
do  you  suppose  they  have  a  sequel  in  mind.  The  Other 
Three  Days  of  the  Condor? 


I   DON'T  KNOW 
WHO   DREAMED   THIS  UP 

but  it's  a  pretty  funny  depiction  of  just 
how  sincere  many  are  when  they  invite 
employee    and    customer    comments. 


COMPIAINT 
FORM 


PLEASE  WRITE   YOUR 
COMPLAINT  IN  BOX  BELOW 


WRITE  LEGIBLY 


□ 


ONE   FOR  THE   BIRDS 


Areas  that  are  seeking  desirable  growth  often  pitch  com- 
petitively to  attract  industries  expanding  or  relocating. 
States  and  cities  sometimes  put  forward  their  good 
points  well;  unfortunately,  more  often  mundanely. 

The  best  and  the  worst  could  take  a  leaf  from  the  ex- 

THOSE  CARRIED  AWAY  BY  POWER 

are  soon  carried  away.  Might  of 
the  moment  isn't  a  mite  in  Time. 
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traordinarily  attractive,  cfi^cctive  brochure  put  out  by  the 
St.  Louis  Regional  Commerce  and  Growth  Association,*  en- 
titled "Fifty  Generations  of  European  Tree  Sparrows  Just 
Can't  Be  Wrong."  Get  one,  and  .see  how  well  it  can  be  done. 

•10  Broadway.  St.  Louis,  Mo.  63102. 

CONTRARY  TO  THE  CLICHE 

genuinely  nice  guys  most  often 
finish  first  or  very  near  it. 

-MALCOLM  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Fertile  Currency 

Gold  as  a  value  standard  has  been 
ridiculed  in  a  recent  letter  [to  your 
editor].  It  suggests  copper  would  be 
better,  since  copper  is  more  utilitarian. 
Food  would  be  better  than  copper, 
since  its  use  is  more  universal.  But 
food  is  not  durable.  An  essential  for 
food  production  is  fertilizer.  We're 
planning  to  ship  millions  of  tons  of 
fertilizer  to  undernourished  peoples. 
Why  not  a  currency  based  on  fertiliz- 
er? We  could  compress  Sterilized 
Steer  Manure  into  10,  20,  50  and 
100  kilogram  briquettes— then  issue 
10,  20,  50  and  100  kgm  SSM  notes. 
Each  note  would  be  redeemable  in  a 
commodity  of  real  value.  Such  cur- 
rency would  solve  our  balance-of- 
trade  problems.  We  could  redeem 
dollars  held  by  other  countries  by 
sending  them  fertilizer— which  we  now 
plan  to  give  them. 

—Roy  Hovious,  letter  to  the  editor. 
El  Paso  Times. 

Waste  Papyrus  Units 

Egypt  was  run  as  a  large  business 
corporation,  for  the  benefit  of  the 
Ptolemies,  and  a  labyrinthine  bureau- 
cracy came  into  being  to  check  and 
double-check  on  everything  that  hap- 
pened. More  than  100,000  papyrus 
fragments  have  come  down  to  us,  re- 


cording the  bureaucrats'  loving,  some- 
times fanatical,  devotion  to  detail.  .  .  . 
Naturally,  all  this  paper  work  pro- 
duced mountains  of  waste  papyrus. 
The  most  ingenious  method  of  disposal 
was  to  sell  the  surplus  documents  to 
embalmers,  who  then  used  them  to 
stuflF  mummified  crocodiles. 

—Kenneth  Cavander,  Horizon. 

Household  Executive 

For  months  I  have  been  seething 
at  implications  that  my  chosen  job 
classification  seems  to  connote  sec- 
ond-rate and  slob.  I  have  decided 
that  my  occupational  title,  "house- 
wife," merely  requires  a  facelift.  .  .  . 
[like]  "household  executive." 

At  the  last  cocktail  party  I  went 
to,  I  initiated  my  new  title.  A  man 
was  introduced  to  me,  and  he  prompt- 
ly asked,  "And  what  do  you  do?"  I 
proudly  said,  "I  am  a  household  ex- 
ecutive." [Back  came]  a  thought-pro- 
voking, "What  is  that?"  I  answered, 
"I  have  a  large  staff  reporting  to  me, 
including  doctors,  dentists,  teachers, 
electricians  and  mechanics.  I  ad- 
minister a  large  budget  in  which  the 
expenditvu"es  usually  outnumber  the 
income  and  profits.  Because  of  my  im- 
portant administrative  functions,  I 
spend  many  hours  at  my  job.  At  times, 
I  just  take  off;  executives  never  call 
in  sick. 


"My  compensation  is  excellent,  tho 
it  cannot  be  measured  on  a  monetary 
scale.  When  you  consider  that  I  do 
not  contribute  a  penny  to  any  fund, 
the  insurance  and  retirement  bene- 
fits are  adequate."  By  this  time  I  was 
aware  that  my  new  acquaintance  was 
chuckling,  and  I  asked  if  I  had  said 
something  amusing. 

"Well  you  see,  I  usually  say  I  am 
presently  unemployed  when  someone 
asks  about  my  occupation.  But  you 
have  just  convinced  me  to  tell  you 
that  I  am  a  housewife,  too." 

—by  Claudine  Doherty, 
Chicago  Tribune. 

Book  Worms 

A  book  gives  you  instant  status,  an 
instant  air  of  professionalism.  We're 
seeing  a  lot  of  ghostwritten  stuff. 
People  are  impressed  by  books.  These 
days  you've  got  to  have  a  book  or 
nobody  believes  you  know  anything. 
Most  people  can't  tell  the  difference 
between  a  vanity  book  and  a  trade 
book  anyway.  A  book  is  a  book. 

—Edward  Uhlan, 
publisher,  Exposition  Press. 

Better  Than  Hell 

The  United  States  may  be  no  para- 
dise for  the  businessman,  but  the  rest 
of  the  world  is  fast  becoming  hell. 

—Forbes  Magazine. 


NO  ONE  WINS   IN  ANGOLA 

by  M.S.  Forbes  Jr. 


The  way  in  which  Presiderit 
Ford  and  Secretary  of  State  Kis- 
singer handled  the  Angolan  affair 
has  produced  a  result  inimical  to 
our  interests  and,  ironically,  to  the 
Soviet  Union's  as  well. 

If  it  was  in  the  best  interests  of 
this  country  to  aid  significantly  the 
anti-Communist  Angolans,  then 
Ford  and  Kissinger  should  have  at- 
tempted to  persuade  Congress  and 
the  pubUc  of  it  instead  of  passing 
gun€  and  money  to  our  factions 
surreptitiously.  An  impossible  task 
in  the  wake  of  Vietnam?  A  recent 
poll  commissioned  for  NBC  showed 
that  as  long  as  it  did  not  involve 
U.S.  combat  forces,  a  few  more 
Americans  favored  helping  Angola 
than  not. 

If  the  President  felt  that  being 
aboveboard  about  Angola  would 
have  meant  no  help  for  our  fac- 
tions, then  he  should  have  either 
told  them  to  make  the  best  of  a 
bad   situation   or  he   should  have 


put  heavy  pressure  on  the  U.S.S.R. 
to  cooperate  in  engineering  a  gen- 
uine compromise. 

Instead  the  Administration  urged 
Zaire  and  Zambia  to  stand  fast 
with  the  pro-Western  forces  and 
gave  tacit  approval  to  South  Africa 
to  intervene  militarily,  implying 
that  substantial  U.S.  military  assis- 
tance would  be  forthcoming  to  our 
Angolan  allies. 

When  the  cat  was  out  of  the 
bag  and  Congress  balked,  Kissinger 
did  make  threatening  noises  to  the 
Russians  about  what  their  behavior 
would  do  to  detente.  Yet  days 
later  President  Ford  assured  the 
Ruskies  that  their  access  to  our 
grain  would  not  be  impaired,  and 
Secretary  Kissinger  was  off  to  Mos- 
cow for  more  bargaining  on  an 
arms  limitation  agreement  that  will 
limit  us  more  than  the  Soviets. 

The  aftermath?  We  encouraged 
our  alhes  to  go  out  on  a  limb— and 
let  them   fall.   Zambia  and  Zaire, 


whose  copper  exports  must  travel 
through  Angola,  will  face  an  im- 
measurably more  hostile  neighbor 
than  would  have  been  the  case  six 
months  ago.  South  Africa's  encour- 
aging moves  to  detente  with  black 
Africa  are  jeopardized.  Rhodesia's 
white  minority  will  be  more  trucu- 
lent than  before,  thus  increasing 
the  chances  of  a  bloody  racial  con- 
flict in  that  land. 

In  the  U.S.,  public  disenchant- 
ment with  detente  wUl  grow. 

The  Soviet  Union  may  not  come 
out  of  this  affair  so  well  either.  The 
Russians  can  no  more  afford  a  mas- 
sive new  arms  race  than  we  can, 
and  they  also  have  a  need,  desire, 
for  our  wheat  and  our  technology. 
While  having  won  in  Angola,  the 
Soviets  may  have  lost  the  war,  so 
to  speak,  ff  detente  is  scuttled  be- 
cause of  adverse  American  public 
opinion. 

In  Angola,  there  are  no  winners, 
only  losers. 
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©LIGGETT  &  MYERS   INCORPORATED,    1975 


A  DIFFERENT  APPROACH 
TO  THE  SMOKING  DILEMMA. 

If  youre  like  most  smokers,  you  smoke  for  taste.  But 
after  awhile,  most  good  tasting  cigarettes  can  taste  pretty 
harsh. 

So  you  try  a  low 'tar  and  nicotine  brand,  which  neatly 
solves  the  rough  taste  problem  by  giving  you  no  taste  at  all. 

So  what's  the  alternative?  Lark.  The  Third 
Cigarette.  Its  the  best  of  both  worlds. 

Lark  starts  by  giving  you  as  much  taste,  as 
much  real  smoking  satisfaction  as  any  other 
brand. 

But  then,  our  unique  filtration  system 
takes  that  full  rich  taste  and  smoothes  out  any 
rough  tasting  edges . . .  from  your  first  one  in 
the  morning  to  your  last  one  at  night. 

Tomorrow  morning,  try  a  pack  of  Lark 
for  yourself. 

And  by  tomorrow  night,  you  11  be  a 
Lark  smoker  too. 

Full  rich  flavor 
that  never  tastes  rough. 


Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


King:  18  mg.  "tar."  1.2  mg.  nicotine;  Extra  Long.  19  mg."iar," 
1.3  mg.  nicoiine  av.  per  cigareite  by  FTC  Report  (Nov.75|. 


Forbes 

The  Case  Of 
The  Contrary 
Curve 


If  property  &  casualty  insurance  is  such  a  disaster 
area,  how  come  the  stocks  are  rising? 


Chances  are  you  paid  15%  to  25% 
more  to  insure  your  car  last  year. 
This  year  your  premium  is  apt  to  go 
higher.  The  property  &  casualty  in- 
surance companies  are  pressing  their 
state  regulators  for  another  round  of 
rate  hikes  as  big  as  those  they  won 
in  1975. 

Chances  are  you  are  grumbling. 
But  down  on  Wall  Street,  they  love 
it.  The  badly  depressed  property  & 
casualty  stocks  have  risen  74%  from 
their  1974  lows,  according  to  the 
A.M.  Best  Co.  insurance  stock  index. 
Since  September,  following  a  sum- 
mertime setback,  they've  gone  up 
nearly  30%.  Kemper  Corp.  and  Ohio 
Casualty,  for  example,  have  about 
doubled  since  late  1974. 

In  short,  at  a  time  when  the  press 
is  still  full  of  bad  news  about  the  in- 
dustry, the  stock  market  is  already  dis- 
counting a  major  turnaround. 

Sock  The  Company 

The  companies  are  coming  off  two 
of  their  worst  years  ever.  They  lost 
$2.6  billion  on  underwriting  in  1974 
and  another  $4.2  billion  in  1975. 
Among  the  biggest  losers  were  two 
of  the  star  performers,  Sears,  Roe- 
buck's Allstate  Insurance  Co.  and 
Washington-based  Government  Em- 
ployees Insurance  Co.  GEICO  is  in 
particularly 'bad  shape  and  is  said  to 
be  seeking  a  merger  to  bail  out. 

Three  things  have  blasted  property 
&  casualty  company  earnings  in  the 
last  few  years.  One  was  inflation  and 
the  lag  in  securing  rate  increases  to 
offset  it.  This  was  especially  true  in 
auto  insurance,  which  makes  up  $21 
billion  of  the  industry's  $50  billion  in 
premiums,  or*  just  over  40%.  Prices  of 
crash  parts— the  fenders,  bumpers,  etc. 
that  get  banged  up  in  auto  accidents 
—have  gone  up  more  than  50%  in  the 
last  three  years  {see  box).  That's 
nearly  twice  as  fast  as  consumer  prices 
overall.  Smart  negligence  lawyers 
have    gotten    even    more    skillful    in 


wringing  sock-the-insurance-company 
awards  from  sympathetic  juries.  Hos- 
pital costs  and  home  repair  costs  have 
risen  sharply  too.  As  a  result,  the 
property  &  casualty  companies'  so- 
called  "combined  ratio"  of  expenses 
and  insurance  losses  rose  107.7%  last 
year.  That  is,  they  lost  almost  $8  on 
every  $100  of  premiums. 

The  second  downbeat  item  was  the 
sick  stock  market  that  prevailed  in 
1973  and  1974,  when  price  multiples 
sank  to  rock-bottom  levels.  Property 
&  casualty  companies  count  on  in- 
vestments to  produce  a  big  chunk  of 
added  income  on  top  of  underwriting 
results.  And  they  invest  far  more 
heavily  in  common  stocks  than  their 
life  insurance  cousins.  During  1973 
and  1974  many  of  them  were  forced 
to  take  huge  unrealized  losses  on  their 
stock  portfolios— Aetna  Life  &  Casualty 
$549  million,  for  example,  Travelers 
$430  million  and  St.  Paul  Cos.  $212 
million.  This  reduced  their  surpluses 
to  levels  considered  dangerous  at  a 
time  when  underwriting  losses  were 
also  beginning  to  drain  capital. 
Quite  a  few  companies  found  them- 
selves with  only  $1  of  surplus  to  back 
up  $4  or  $5  of  premiums;  a  l-to-2 
ratio  is  considered  safe. 

Finally,  the  insurance  companies 
have  been  hampered  by  the  onset  of 
no-fault  insurance,  which  was  thought 
to  pave  the  way  to  lower  claims  set- 
tlements by  eliminating  litigation.  Un- 
der no-fault,  now  in  varying  forms  the 
law  in  25  states,  a  company  set- 
tles with  its  client  regardless  of  fault. 
But  there  have  been  two  unhappy 
side  effects.  Companies  with  good 
risk  selection,  GEICO  among  them, 
have  been  penalized.  They  are  pay- 
ing claims  which  they  would  probably 
not  have  had  to  pay  under  the  former 
tort  (or  "fault")  system,  since  their 
customers  are  less  often  at  fault.  Also, 
insureds  are  often  suing  for  addition- 
al damages  even  after  they  have  been 
awarded  initial  settlements.   So  writ- 


ten are  the  no-fault  laws  that  in  many 
states  an  insured  can  do  this  if  medi- 
cal costs  exceed  a  certain  level— the 
negligence  lawyers'  lobbies  saw  to 
that.  In  a  populous  state  like  New  York, 
the  so-called  "threshold"  is  only  $500 
in  medical  costs— which  can  be 
reached  after  only  a  couple  of  days 
in  the  hospital. 

Now  all  of  these  problems,  if  not 
eliminated,  have  been  materially  cor- 
rected. Most  important  was  last  year's 
round  of  rate  increases,  which  aver- 
aged over  20%  for  the  industry  as  a 
whole.  Allstate,  the  second-biggest 
auto  insurer,  put  through  increases 
averaging  12%  between  November 
1974  and  June  1975,  another  8%  in 
the  second  half  of  1975  and  is  push- 
ing for  yet  another  12.5%  in  the  first 
half  of  fliis  year.  "The  rate  relief  has 
been  massive,"  says  Leandro  S.  Gal- 
ban  Jr.,  insurance  analyst  at  Wood, 
Struthers  &  Winthrop.  "And  the  inter- 
esting part  is  that  the  effects  have 
not  yet  shown  up  that  much  in  earn- 
ings or  even  in  premiums  earned.  It 
will  come  through  more  and  more  as 
policies  come  for  renewal  at  the  high- 
er rates.  So  whatever  happens  to  this 
year's  additional  rate  requests,  there 
will  be  substantial  earnings  improve- 
ment from  last  year's  increases." 

"Critical  Factor" 

Inflation,  too,  promises  to  let  up 
from  here  on,  say  the  analysts.  To 
White  Weld  &  Co.'s  highly  respected 
analyst,  Allerton  Cushman,  this  is 
"the  critical  factor."  The  inflation  rate 
for  the  entire  economy  has  now  come 
down  from  12%  in  1974  to  7%  for  all 
of  last  year.  "We  have  to  believe  that 
crash  part  prices  won't  escalate  any- 
where near  the  way  they  have  in  the 
last  couple  of  years,"  says  William  A. 
Pollard,  president  of  Reliance  Insur- 
ance. "Given  any  luck  on  inflation,  I 
am  reasonably  confident  that  the  com- 
panies can  get  back  to  break-even  on 
underwriting  by  next  year,"  says  Al- 
lerton Cushman. 

Meanwhile,  the  investment  side  is 
improving,  too.  Last  year,  fortunately, 
the  stock  market  was  strong  and  so 
were   interest  rates.   As   a   result,   in- 
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\'estment  gains  of  $8  billion  were  suf- 
ficient to  more  than  cover  the  indus- 
try's $4  billion  underwriting  losses 
and  rebuild  depleted  surpluses.  Says 
Wood,  Struthers'  Galban:  "Companies 
that  were  down  to  4-to-l  and  5-to-l 
in  premiums  written  to  surplus  are 
now  relatively  well  oflF  at  2/2-to-l." 
Some  analysts  think  that  this  highly 


Who's  The  Villain? 


There's  something  slightly  undigni- 
fied about  a  $50-billion  industry  hurl- 
ing accusations  at  a  $75-billion  in- 
dustry—especially at  a  time  when 
business  as  a  whole  is  under  fire 
from  the  outside.  Nevertheless  the 
casualty  insurance  companies  are  an- 
gry enough  at  the  auto  companies 
that  they  are  accusing  them  of  a  big 
ripoff  on  the  price  of  repair  parts. 

State  Farm  Mutual,  one  of  the  big- 
gest auto  insurers,  has  been  keeping 
score.  Its  "crash  parts  index"  shows 
that  prices  of  the  parts  most  frequent- 
ly replaced  after  collisions  were  raised 
47%  in  1974-75  (see  chart).  By  con- 
trast, new  car  prices  went  up  only 
14%,  according  to  the  Bureau  of  La- 
bor Statistics. 

"It  seems  to  be  coincidental  with 
the  decline  of  new  car  sales  from 
1973  on,"  says  Wayne  Sorenson,  State 
Farm's  vice  president  for  research.  "I 
don't  think  we  can  prove  a  cause- 
and-effect  relationship,  but  there  is 
certainly  an  associative  relationship." 

Crum  &  Forster,  another  major  un- 
derwriter, has  published  a  series  of 
newspaper  ads  showing  the  rise  in  the 
cost  of  repairing  a  1973  Chevrolet 
Malibu.  According  to  Crum  &  Forster, 
a  hood  rose  42%,  from  $127.50  to 
$180.50,  a  front  fender  went  up  21%, 
from  $135.80  to  $164.80. 

"There  is  no  basis  for  these  allega- 
tions," sniffs  Michael  Meehan,  boss  of 
General  Motors'  service  parts  opera- 
tion. Replies  Philip  Benton,  general 
manager  of  Ford's  parts  and  service  di- 
\ision:  "Our  pricing  actions  on  crash 
parts  reflect  large  cost  increases."  "We 
have  lots  of  problems  with  the  in- 
surers' statistics,"  says  Morris  Gold- 
man, a  CM  stafi^  economist.  "For  one 
thing,  we  came  off  price  controls  in 
April  of  1974,  and  we  had  some 
catching  up  to  do.  We've  also  put 
a  lot  of  quality  improvements  into 
cars,  like  improved  bumper  systems 
and  catalytic  converters.  The  Bureau 
of  Labor  Statistics'  figures  are  adjusted 
for  these  quality  changes,  while  the 
insurance  company  statistics  are  not." 

Both  CM  and  Ford  have  prepared 
their  own  auto  crash  parts  price  in- 
dices, which,  predictably  enough, 
prove  that  crash  parts  prices  have 
been  going  up  very  slowly. 


leveraged  industry  will  produce  some 
sensational  profit  results— enough  to 
restore  underwriting  earnings  to  the 
black  by  next  year.  That,  on  top  of  in- 
vestment income,  in  the  view  of  one 
analyst,  could  bring  total  earnings 
gains  of  50%  to  100%  this  year  and 
next.  There  are  still  some  "ifs,"  of 
course,    chiefly    about    inflation    and 


about  the  effects  of  no-fault.  "Nobody 
really  knows  exactly  what's  happen- 
ing there,"  says  Cushman,  "but  the 
recent  rate  increase  will  help." 

If  it  isn't  too  late  you  might  think 
about  softening  the  blow  of  your 
higher  auto  insurance  premiums  by 
putting  some  money  into  the  compa- 
ny's stock  at  the  same  time.   ■ 


Replies  State  Farm's  Sorenson: 
"They're  correct  when  they  say  that 
our  index  does  not  include  any  qual- 
ity adjustments.  The  reason  for  that 
is  that  with  one  possible  exception, 
the  impact-absorbing  bumper,  there 
really  have  been  no  improvements  in 
the  crash  parts." 

One  way  to  cut  through  the  statisti- 
cal muddle  is  to  find  out  how  much 
the  auto  companies  are  making  from 
their  spare  parts  business.  But  when 
asked  about  spare  parts  margins,  the 
automen  clam  up.  "Gee,  we  don't 
know  what  our  margins  are  on  spare 
parts,"  asserts  GM's  Goldman. 
"There's  not  a  meaningful  set  way  to 
tabulate  the  cost  of  a  part."  Oh,  come 
on  now,  reply  the  insurance  men. 

But  there  is  no  doubt  in  the  mind 
of  a  well-known  Wall  Street  auto  ana- 
lyst, who  requested  anonymity.  "Of 
course  the  insurance  companies  are 
telling  the  truth,"  he  says.  "There's  no 
question  that  the  auto  industry  has 
been  jacking  up  the  prices  of  crash 
parts." 

Their  profits  squeezed  painfully 
between  soaring  claims  and  slow-ris- 
ing   rates,    the    insurance    companies 


lashed  out  and  criticized  the  auto 
business.  But  their  prime  target  is 
still  the  greedy  negligence  lawyers 
and  bleeding  heart  juries— both  of 
whom  cost  the  insurance-user  even 
more  than  auto  repair  parts  do. 
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The  Poor  Get  Poorer .  •  • 

. . .  and  the  U.S.  banks  are  bailing  them  out. 

How  safe  is  that  $145  billion 

in  bank  loans  to  the  poorer  nations? 


With  the  Organization  of  Petroleum 
Exporting  Countries  on  a  spending 
spree  (see  cover  story),  there  is  httle 
talk  today  of  a  world  depression  aris- 
ing from  the  higher  price  of  oil.  How- 
ever, the  problem  of  recycling  petro- 
dollars is  still  very  much  with  us. 

Sure,  the  U.S.  has  come  through 
the  oil  crisis  with  exports  higher  than 
ever,  but  the  poorer  countries  have 
not.  They  have  avoided  default  only 
because  the  banks  of  the  world— 
about  half  of  them  U.S.  banks— have 
been  lending  them  money  to  pay 
their  oil  bills. 

Tough  luck,  you  say?  "It's  not  our 
problem."  Not  so  fast.  If  the  so-called 
less-developed  countries  can't  pay 
theii"  bills,  the  banks  could  be  stuck 
with  $145  billion  worth  of  paper  in  a 
series  of  defaults  that  could  make 
New  York  City's  look  like  nothing  at 
all.  Moreover,  U.S.  trade  would  suffer 
badly,  too,  because  the  poorer  coun- 
tries are  among  our  best  customers. 
(After  all,  some  of  them  aren't  all 
that  poor  except  in  relation  to  the 
U.S.  or  to  Western  Europe.  Some  of 
them— Mexico,  Brazil,  Malaysia,  to 
name  a  few— are  quite  well  off.) 

But  the  poorer  countries  as  a  group 
ran  a  $34-billion  trade  deficit  in 
1975-up  from  $26  billion  in  1974 
and  $9  billion  in  1973.  This  year, 
the  poorer  countries  will  be  short 
about  $40  billion,  including  debt  ser- 
vice. About  $28  billion  of  this  short- 
fall will  be  made  up  from  foreign  aid 
and  loans  and  grants  from  interna- 
tional bodies.  The  other  $12  billion 
must  come  from  commercial  banks— 
to  which  the  poor  countries  already 
owe  $145  billion. 

The  OPEC  nations  have  been  hypo- 
critical about  the  whole  subject. 
While  shedding  tears  for  the  poorer 
countries,  .they  have  tended  to  make 
them  pay^the  going  rate  for  their  oil. 
Direct  aid  to  the  poorer  nations  from 
OPEC  this  year  will  come  only  to 
about  $800  miUion,  and  even  that 
will  be  doled  out  mostly  as  a  kind  of 
alms-for-the-love-of-Allah  to  help 
countries  whose  inhabitants  profess 
the  Mohammedan  faith. 

Are  we,  then,  heading  for  another 
crisis?  For  an  opinion,  we  recently  in- 
terviewed Dr.  Rimmer  de  Vries,  Mor- 
gan Guaranty's  chief  international 
economist.  Why  de  Vries?  Because  he 
was  one  of  the  few  economists  who 
predicted  in  1974  that  the  industrial 


nations  would  be  able  to  take  in 
stride  the  huge  increase  in  oil  prices 
(other  experts  predicted  everything 
from  a  global  depression  to  World 
War  III).  Does  de  Vries  think  that 
the  banks'  loans  to  poorer  countries 
will  come  out  all  right? 

"Herein  we  have  a  new  problem," 
he  agreed.  "Basically  this  area  [the 
Middle  East]  is  increasing  its  imports 
by  $80  billion  after  the  oil  price  went 
up.  But  most  of  the  imports  came 
from  the  U.S.,  Canada  and  Europe. 
The  non-OPEC,  less-developed  covm- 
tries  haven't  been  able  to  cash  in  on 
OPEC's  import  bonanza." 

Nevertheless,  de  Vries  is  still  the 
optimist.  "We  think,"  he  says,  "that 
the  issue  is  manageable. 

"Look  where  the  banks  have  their 
big  positions.  Not  in  India  or  Paki- 
stan or  Bangladesh.  The  key  coun- 
tries from  the  banks'  standpoint  are 
Brazil,  Korea,  the  Philippines,  Mexico, 
Argentina."  Countries,  in  short,  that 
are  making  good  progress  or  have 
the  potential  to  do  so. 

De  Vries  says  that  the  answer  is 
that  the  U.S.  must  buy  more  goods 
from  these  developing  countries. 

Trade  Or  Aid 

"The  industrialized  countries  as  a 
whole  will  have  to  open  ovir  borders 
to  their  goods.  Brazil  cannot  ship 
"many  shoes  to  Saudi  Arabia  or  Iran. 
But  they  can  to  the  U.S.  or  Europe. 
Brazil  can  make  cars.  Instead  of 
shipping  cars  to  the  U.S.  from  Ger- 
many, I  think  maybe  Volkswagen  and 
Daimler-Benz  should  build  cars  in 
Brazil  and  then  ship  them  to  the  U.S." 

That  is,  Germany  should  export  less 
and  the  U.S.  more  so  that  Brazil  can 
earn  more  foreign  exchange. 

"If  we  don't  import  enough  from 
the  less-developed  countries,"  says  de 
Vries,  "then  they'll  just  become  more 
belligerent  and  call  for  price  stabili- 
zations and  more  aid.  They'll  be 
forced  to  lower  their  standard-of-liv- 
ing  aspirations,  making  things  politi- 
cally more  difficult." 

Won't  U.S.  trade  unions  and  politi- 
cians object  to  increased  imports  of 
shoes,  cars  and  textiles  when  unem- 
ployment is  already  high  in  the  U.S.? 
De  Vries  could  only  say:  "Perhaps  a 
year  from  now,  when  we  have  more 
employment,  it  won't  come  so  hard." 

Better  to  take  goods  and  services 
from  the  poorer  countries,  argues  de 


de  Vries  of  Morgan  Guaranty 

Vries,  than  to  have  to  support  them 
with  taxpayers'  money.  "It's  trade  or 
aid,  one  or  the  other.  I  personally 
feel  we'll  do  it  with  trade." 

And  de  Vries  reminded  us  how 
quickly  the  situation  turned  around 
between  OPEC  and  the  industrial 
countries.  "In  1973  the  OPEC  coun- 
tries had  imports  of  around  $24  bil- 
lion. This  year  their  imports  will  go 
up  to  $104  billion-an  $80-billion  in- 
crease in  just  three  years. 

"The  OPEC  situation  taught  me 
one  thing,"  de  Vries  concluded.  "Mar- 
ket mechanisms  do  work;  no  one  can 
escape  them.  Eighteen  months  ago  ev- 
eryone thought  OPEC  was  a  calamity. 
But  it  worked  out.  Today  everyone 
thinks  of  the  poorer  countries  as  a 
calamity.  I  just  don't  think  so.  The 
triangular  trade  pattern  will  happen 
whether  we  want  it  to  or  not." 

In  fact,  de  Vries  sees  it  developing 
already.  He  projects  the  deficits  of  the 
non-OPEC,  less-developed  countries 
will  narrow  to  $28  billion  this  year, 
from  last  year's  $34-billion  deficit.  At 
the  same  time,  the  developed  coun- 
tries' deficits  widen  to  around  $15  bil- 
lion, with  a  good  deal  of  that  ac- 
covmted  for  by  the  U.S.  That,  says 
de  Vries,  is  the  market  adjustment 
process  working  as  it  should.  The  way 
it  did  with  OPEC's  1974  surpluses. 

Let's  hope  de  Vries  is  as  right  in 
1976  as  he  was  in  1974.  ■ 
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An  Idea  That  Didn't  Travel  Well 


Do  ordinary  Europeans  have  the  same  tastes  as  ordinary  Americans? 
Thinking  so  has  cost  Holiday  Inns  plenty^  with  no  end  yet  in  sight. 


Deep  down,  people  are  the  same  all 
over.  At  least  so  thought  Holiday 
Inns.  So  its  franchisees  from  Wiscon- 
sin, Texas  and  Georgia  covered  Eu- 
rope with  hotels  only  an  American 
could  love:  chrome,  coffee  shops 
and  hamburgers.  Sure  enough,  the 
Americans  loved  'em. 

But  there  weren't  enough  Ameri- 
cans in  places  like  Stockholm,  Brus- 
.sels  and  Madeira,  especially  in  win- 
ter and  after  two  dollar  devaluations; 
and  the  locals  were  unimpressed  by 
the  boxy  concrete  inns.  From  1971  to 
1974  Holiday  Inns  lost  some  $21  mil- 
lion in  Europe  and  the  Mideast— $9 
million  in  1974  alone— not  counting 
exchange  losses  of  $17  million.  (The 
most  profitable  overseas  unit  was  in 
Beirut— now  substantially  destroyed  in 
the  Lebanese  conflict. ) 

The  men  in  Memphis  couldn't  say 
that  no  one  warned  them.  David  Lewis, 
a  50-year-old  native  of  Johannesburg 
and  a  franchisee  who  operated  18 
moneymaking  hotels  in  South  Africa, 
says  he  made  a  point  of  telling  man- 


agement how  badly  the  European  op- 
eration was  being  run.  By  the  spring 
of  1974,  Lewis  says,  they  had  tired 
of  hearing  his  complaints  and  offered 
to  let  him  straighten  things  out. 

When  Lewis  got  to  Brussels  head- 
quarters, he  found  that  difficult  cir- 
cumstances and  wrong  decisions  had 
coincided  almost  perfectly.  "We  had 
the  view  that  we  could  put  an  inn 
anywhere,"  the  dapper  Lewis  recalls, 
"including  one  in  Belgium  at  the 
crossing  of  two  roads  that  don't  go 
anywhere."  The  mistake  was  a  natu- 
ral. Americans  still  jump  into  the  fam- 
ily car  and  drive  here,  there,  any- 
where. But  Europeans  are  still  desti- 
nation-oriented. Too  many  of  Holi- 
day's 51  European  inns— 20  of  them 
company-owned— were  located  in  re- 
sort areas  where  competition  is  tough 
and  away  from  the  center  cities  that 
attract  business  travelers. 

Then  there  is  that  other  problem 
—being  too  American.  Holiday  Inns 
back  home  was  founded  on  the  prom- 
ise of  "no  surprises":  a  clean  room,  a 


hearty  meal,  a  "family"  atmosphere 
and  reasonable  prices.  Every  Holiday 
Inn  was  pretty  much  like  every  other, 
and  people  seemed  to  want  it  that 
*way.  The  company  ensured  consis- 
tency and  minimum  cost  by  manu- 
facturing everything  itself,  from  desks 
to  detergents  to  the  prints  that  hang 
on  the  walls  (an  operation  that  has 
lately  proven  unprofitable  and  is  being 
sold  off).  Faced  in  recent  years  with  a 
big  travel  slump  and  more  competi- 
tion at  home,  HoUday  Inns  has 
spruced  up  many  of  its  sites  with  ex- 
tras like  enclosed  pools  and  recreation 
areas.  But  they  still  look  unmistake- 
ably  like  Hohday  Inns.  And  so,  unfor- 
tunately, do  the  European  versions. 

What  the  European  operation  must 
do  now,  Lewis  says,  is  "ethnicize"— 
make  French  Holiday  Inns  look  bke 
French  hotels  and  Italian  Holiday 
Inns  look  like  Italian  hotels,  or  at  least 
make  them  seem  ambiguously  "Eu- 
ropean." Hilton  International  has  long 
since  gone  this  route.  Lewis  is  also 
transferring  control  of  the  inns  to  na- 


We  Try  Differently 

In  the  jeans  business,  Blue  Bell  is  No.  Two,  but 
it's  a  tough  and  lean  No.  Two. 


For  years  Blue  Bell  has  labored  in 
the  shadow  of  the  well-known  Levi 
Strauss.  Even  though  the  venture- 
some San  Francisco  jeans  manufac- 
turer and  the  more  stodgy  Blue  Bell 
compete  with  nearly  identical  western 
apparel,  the  name  "Levis"  has  become 
the  generic  for  blue  jeans, 

Levi  Strauss  has  grown  somewhat 
faster,  but  both  companies  have  done 
spectacularly  well,  with  Levi  Strauss' 
sales  increasing  more  than  sevenfold, 
to  over  $1  billion,  in  the  past  ten 
years  and  Blue  Bell's  sales  up  404%,  to 
$568  million.  Levi  Strauss  was  the 
more  profitable  last  year  with  a  return 
on  equity  of  nearly  24%,  vs.  Blue  Bell's 
18%.  But  Blue  Bell  has  been  steadier, 
without  the  kind  of  collapse  that  hit 
Levi  Strauss'  earnings  in  1973. 

If  their  end  products  are  similar, 
the  two  companies  are  remarkably 
different  in  management  styles.  Head- 
quartered in  a  modest  four-story  red 
brick  building  in  downtown  Greens- 
boro, N.C.,  Blue  Bell's  white-shirted 
executives    seem    faceless    compared 


with  the  jeans-wearing  Harvard 
MBAs  who  swarm  through  Levi 
Strauss'  glamorous  headquarters  in 
San  Francisco's  Embarcadero  Center. 
Levi  Strauss  makes  much  of  social 
con.sciousness  and  of  its  hberal  hiring 
practices  for  minority  groups.  Blue 
Bell  runs  a  determinedly  nonunion 
shop,  and  its  executives  make  no 
bones  about  their  conservatism. 

"We  never  tried  to  emulate  that  San 
Francisco  jeans  company,"  says  L. 
Kimsey  Mann,  Blue  Bell's  self-effacing 
58-year-old  chief  executive.  "What 
we've  aimed  at  and  what  we've  be- 
come is  entirely  different— the  most 
diversified  company  in  the  industry." 

Blue  Bell  followed  Levi  Strauss  in- 
to snug-fitting,  western-cut  jeans  in 
the  late  Forties.  But  in  the  early  Six- 
ties, while  Levi  Strauss  cautiously 
broadened  its  line  into  tops  and  non- 
denim  jeans  and  slacks.  Blue  Bell 
went  into  work  uniforms,  ladies' 
sportswear,  men's  shirts,  slacks  and 
leisure  suits,  even  boots  and  shoes. 
Before  Levi  Strauss,  Blue  Bell  cracked 


the  European  market  in  1961. 

Levi  Strauss  was  established  in 
most  department  stores  before  Blue 
Bell  entered  western  wear,  so  Blue 
Bell  was  forced  to  promote  its  Wran- 
gler brand  in  lower  priced  department 
store  budget-basements,  chains  and 
discounters.  Only  recently  has  Blue 
Bell  hit  the  upper-crust  jeans  market 
with  its  new  wrinkle-free  Sanfor-Set 
product.  To  Mann,  ever  the  optimist, 
that  was  a  blessing  in  disguise.  It 
made  the  company  go  into  new  dis- 
tribution channels.  In  1969  an  ac- 
quisition increased  Blue  Bell's  private- 
label  business  for  Sears,  Penney  and 
Montgomery  Ward.  In  addition.  Blue 
Bell  sold  directly  to  wholesalers  who 
distributed  in  smaller  communities. 

Blue  Bell  has  most  of  the  diversity  it 
sought— by  product  line,  by  geograph- 
ic area  and  through  diverse  distribu- 
tion channels.  But  while  it  has  avoid- 
ed the  risks  of  being  a  one-product 
company,  it  has  also  diluted  the  re- 
wards of  being  in  booming  denim 
apparel.  Then,  too,  the  cost  of  buying 
some  older  plants  and  converting 
them  to  jeans  production  proved  a 
drag  on  Blue  Bell's  earnings,  as  did 
the  cost  of  expanding  in  the  male 
sportswear,  boot  and  uniform  fields. 

Mann  has  no  regrets.  "We're  more 
convinced  than  ever  that  the  decision 
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The  Holiday  Inn  in  Beirut  was  a  Christian-Moslem  battleground  for  months. 


tionals  and  decentralizing  decision- 
making. Not  all  of  his  American  bosses 
agree.  "They  look  at  Europe  and  see 
the  Common  Market.  I  see  nine  sep- 
arate nations,  all  fighting,"  says  Lew- 
is. "There's  no  way  a  chap  in  Mem- 
phis can  run  a  hotel  in  Europe." 

Holiday  Inns  also  faces  the  problem 
plaguing  all  American  companies 
abroad— a  radically  changed  labor  cli- 
mate. In  many  countries,  labor  costs 
exceed  those  in  the  U.S.:  A  maid 
makes  $780  a  month  in  Holland.  And 
because  of  powerful  unions  and  the 
commitment  of  European  govern- 
ments to  full  employment,  laying  off 
is  much  harder.  Holiday  Inns  was 
caught  in  the  pinch:  The  company 
greatly  expanded  its  number  of  rooms, 
but  did  not  get  a  comparable  increase 
in  guests.  Now  Lewis  is  having  to 
reduce   operations   at   some   inns   and 


close  others,  while  planning  only 
three  new  ones.  His  Dutch  assistant, 
Adriaan  Appels,  laments,  "We  tell 
employees  we're  losing  our  boots  here 
and  have  to  cut  back  or  close  down. 
But  what  they  know  is  that  we're  a 
big  American  company.  They  don't 
believe  us."  Now  the  message  is  com- 
ing across  since  headquarters  staff  has 
been  reduced  from  127  to  26  and 
Lewis  has  cut  back  substantially  at  a 
number  of  hotels.  "I'm  not  terribly 
popular,"  he  remarks  a  little  sheep- 
ishly. He  estimates  the  slimming  down 
effort  will  cost  $750,000  in  "golden 
handshakes."  The  European  attitude 
is:  Management  made  the  mistake,  let 
management— not  the  employees— pay. 
Lewis  doubts  whether  he  can  ever 
inspire  in  his  European  staff  the  same 
cheery  company  spirit  the  home  team 
boasts,  with  its  HoUday  Inn  University 


and  rousing  pep  talks  about  "Holiday 
Inn  attitude."  "For  one  thing,  appeal- 
ing to  materialism  doesn't  work,"  he. 
complains.  (At  those  wages,  no  won- 
der.) "In  Sweden,  Italy  and  Holland, 
most  seem  to  consider  us  capitalists 
somewhat  diseased."  Europeans  also 
seem  more  cynical.  "I  try  to  motivate 
people— you  know,  get  up  and  fire  off 
the  BS,"  grins  Lewis.  "They  look  at 
me  as  ff  I'm  stark  staring  bonkers." 

Lewis  believes  the  Holiday  Inn  idea 
still  has  potential  in  Europe,  with 
more  and  more  ordinary  Europeans 
traveling:  "Hiltons  are  becoming  even 
more  starchy  and  Inter-Continental  is 
pricing  itself  out  of  the  market."  There 
is  a  gap,  he  insists,  not  unlike  that 
which  Holiday  Inns  fills  at  home. 
"People  are  scared  of  hotels,"  says 
Lewis.  "They  feel  humiliated  by  all 
that  pomp  and  crap."  The  trick  will 
be  to  eliminate  the  pomp  without  los- 
ing the  character  Europeans  Uke. 

Lewis  says  he  has  already  put  sev- 
eral loss-making  inns  in  the  black  and 
predicts  a  reduced  overall  loss— about 
$7  million-for  1975.  He  figures  that, 
with  luck,  within  five  years  he  will 
turn  a  profit  in  Europe.  And  ff  he 
doesn't?  "Everyone  will  say,  'Look 
what  an  idiot  that  Lewis  chap  was,' 
and  I'll  be  back  in  South  Africa  grow- 
ing potatoes."  ■ 


of  the  early  Sixties  was  the  proper 
one,"  he  drawls.  Not  that  he  hasn't 
had  his  doubts  from  time  to  time. 
"Over  the  last  seven  or  eight  years 
acquisitions  and  internal  expansion 
have  cost  us  plenty  in  terms  of  cur- 
rent earnings,"  adds  G.  Ervin  Dixon, 
financial  vice  president.  "We  spent  a 
great  deal  from  1964  to  1971  on  re- 
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engineering  plants  and  building  sep- 
arate sales  forces  for  each  division." 

Just  when  Blue  Bell  hoped  to  reap 
the  benefits  of  the  diversification,  in 
the  summer  of  1971  President  Nixon 
instituted  price  controls.  That  left 
Blue  Bell  products  $2  behind  com- 
petitors like  Levi  Strauss  at  retail.  At 
about  the  same  time,  denim  prices 
skyrocketed.  Blue  Bell  was  allowed  to 
pass  on  the  increased  cost,  but  no  ex- 
tra margin.  The  result:  Return  on 
equity  dipped  from  17.8%  in  1972  to 
13.2%  in  1973.  So  it  wasn't  until  last 
year  that  the  diversification  began  to 
pay  off.  Blue  Bell's  sales  increased  by 
11%,  to  $568  million.  Net  profits  rose 
30%,  to  $25.8  milhon.  (Levi  Strauss 
did  even  better,  though:  an  86%  earn- 
ings gain  on  a  13%  sales  rise.) 

As  domestic  orders  began  to  slow, 
starting  in  October  of  last  year,  the 
company's  five-man  team  put  the 
brakes  on  production.  Since  European 
demand— almost  entirely  high-margin 
western  wear— was  increasing.  Blue 
Bell  used  its  four-engine  turboprop 
CL-44  to  ship  domestically  produced 
jeans— about  3  million  pairs— to  its  Eu- 
ropean markets.  Last  year,  with  13 
runs  to  Europe,  over  45%  of  profits 
before  interest  and  taxes  came  from 
overseas  on  just  26%  of  corporate 
sales.  According  to  Mann,  Blue  Bell 


is  "nip  and  tuck  with  Levi  Strauss" 
for  the  first  spot  in  Europe— but  is 
clearly  No.  One  in  the  U.K.  and  Italy. 

Thanks  to  the  production  cutback 
and  Blue  Bell's  aggressive  European 
marketing,  Dixon  says:  "Inventories 
are  about  as  lean  as  they've  ever  been 
in  my  15  years  with  the  company." 
In  1975  Blue  Bell's  inventories  averaged 
104  davs  of  sales,  down  from  121 
in  1974'and  141  in  1973. 

Mann  predicts  a  15%-to-20%  growth 
in  sales  and  earnings  this  year,  only 
part  of  which  will  come  from  west- 
ern wear.  Blue  Bell  thinks  that  its  rel- 
atively greater  diversification  will 
stand  it  in  good  stead  when  the  jeans 
boom  peaks— as  peak  it  must.  "Maybe 
we  can  continue  two  or  three  more 
years  with  jeans  growth  by  the  Big 
Three  [V.F.  Corp.,  Levi  Strauss  and 
Blue  Bell]  without  taking  market 
share  away  from  each  other,"  says 
Mann,  "but  there's  going  to  be  a  con- 
frontation somewhere  down  the  road." 
And  confrontations  are  inevitably 
costly  to  all  concerned. 

The  stock  market  has  been  duly 
impressed.  Blue  Bell  stock  has  more 
than  trebled  from  its  1975  low- 
keeping  pace  with  Levi  Strauss,  also 
no  slouch  in  the  stock  market.  Obvi- 
ously there  is  more  than  one  way  to 
skin  a  cat— or  sell  blue  jeans.   ■ 
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Aladdin^s 
Troubled  Dream 

Massive  industrialization  may  not  make  economic 
sense  for  the  Middle  Eastern  oil  countries,  but  it 
makes  political  sense—  both  for  them  and  for  us. ' 


Just  a  year  or  so  ago  the  Middle 
East's  oil  nations,  flush  with  money, 
dreamed  of  achieving  in  a  few  de- 
cades what  the  West  took  centuries 
to  do  in  becoming  modern  industrial 
societies.  The  dream  is  stiU  there,  but 
it  is  no  longer  in  techiucolor,  it  no 
longer  looks  so  easy  or  so  certain  of 
fulfillment.  Money  can  buy  a  great 
deal,  but  it  cannot  buy  time— what 
the  Middle  East  needs  most  to  make 
a  giant  leap  into  the  industrial  world. 

James  Flanigan,  Forbes'  European 
bureau  chief,  recently  spent  five 
weeks  in  Saudi  Arabia  and  Iran  {see 
map  below),  the  two  biggest  bene- 
ficiaries of  higher  oil  prices.  Every- 
where he  went  he  found  the  same 
humbling  realization  by  local  plan- 
ners and  businessmen:  There  is  more 
to  industrialization  than  money  and 
technological  secrets.  In  Riyadh, 
Saudi  Arabia's  famous  oil  minister, 
Sheik  Ahmed  Zaki  Yamani,  put  it  like 
this  to  Flanigan: 

"It  is  like  a  vicious  circle.  We  need 
manpower,  but  we  need  housing  for 
the  manpower.  In  order  to  build  the 
housing,  we  need  cement.  But  we 
have  not  enough  cement,  so  we  must 
import.  But  our  ports  are  not  large 
enough  to  receive  cement  on  this 
scale."  Money?  Money  is  no  problem. 

Yamani's   mood  is   not   one   of   de- 


spair. But  it  is  a  mood  of  awe  at 
the  magnitude  of  the  obstacles  and 
hard  work  that  lie  ahead.  Being  rich 
may  be  nicer  than  being  poor,  but 
it  is  not  necessarily  easier. 

•  A  Saudi  Arabian  health  ofiBcial 
describes  his  difficulty  in  combating 
childhood  diseases.  It  begins  with  the 
census:  Children  often  are  not  regis- 
tered at  birth.  Iran,  with  plenty  of 
people  but  few  trained  ones,  imports 
South  Korean  truck  drivers  to  clear 
its  backed-up  ports;  the  South  Kore- 
ans protest  and  leave  Iran  because 
the  living  conditions  are  beneath  their 
toleration. 

•  The  Saudi  Minister  of  Trade  re- 
joices that  he  has  bypassed  his  con- 
gested seaports  by  bringing  prefabri- 
cated schoolrooms  overland  from  Ita- 
ly. Those  same  schoohooms  sit  like 
empty  shells  in  the  sand,  lacking  the 
electricity,  plumbing  and  teaching 
equipment  that  could  turn  the  shells 
into  living  schools. 

•  A  copper  mine  will  open  in  Iran 
years  before  the  railroad  planned  to 
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carry  the  copper  from  the  mine  is 
built.  A  U.S.  helicopter  instructor  in 
Iran  predicts  U.S.  instructors  will  be 
in  Iran  not  for  three  more  years  as 
contracted,  nor  for  the  five  more  of 
their  contract  option,  but  for  ten 
years  and  maybe  longer. 

To  recognize  this  reality  is  not  to 
scorn  or  ridicule  the  Middle  Eastern 
societies.  But  the  fact  is  that  Saudi 
Arabia  and  Iran  are  not  countries  on 
the  verge  of  industrial  breakthrough 
as  are,  say,  Spain,  Mexico,  Greece 
and  Turkey.  The  Middle  East  has  not 
reached  this  threshold.  In  Western 
terms,  the  Middle  East  is  not  genera- 
tions but  centuries  behind. 

The  men  who  run  these  countries 
say  they  want  industry  quickly  and 
in  its  most  sophisticated  forms.  Wise- 
ly, they  do  not  want  to  depend  for- 
ever on  oil— which  will  run  out,  and 
which,  by  itself,  will  create  neither 
jobs  nor  technology.  They  believe, 
probably  rightly  so,  that  the  riches 
of  the  West  rest  on  modem  tech- 
nology, and  they  want  it.  They  can  do 
arithmetic,  and  a  little  arithmetic 
tells  them  that  a  barrel  of  oil  is  worth 
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maybe  $12;  but  that  same  barrel  of 
oil  transformed  into  petrochemicals  is 
worth  $185— plus  good-paying  jobs 
and  technology. 

It  is  a  mighty  leap  they  are  trying 
to  take.  They  want  to  skip  the  inter- 
mediate step  of  the  labor-intensive  in- 
dustries such  as  textiles  or  the  elec- 
tronic assembly  that  flourishes  in  such 
places  as  Hong  Kong  and  Taiwan.  In 
fact,  the  oil  nations  would  be  hope- 
lessly outclassed  in  labor-intensive  in- 
dustries, because  oil  money  has  al- 
ready made  them  relatively  high- 
wage  economies.  "I  can  hire  a 
trained  English  engineer  for  £6,000 
[$12,300],"  says  an  Iranian  business- 
man. "But  I  must  pay  an  Iranian 
engineer  1.4  million  riyals  [$20,800]." 

The  problem  in  both  Iran  and  Sau- 
di Arabia  is  termed  lack  of  "infrastruc- 
ture" by  the  experts,  a  word  meaning 
the  social  substructure  that  we  take 
for  granted:  the  roads  and  ports  and 
communications  and  electricity  and 
housing  and  supporting  industries. 
They  lack  even  the  schools  to  teach 
literacy,  and  they  lack  the  discipline 
that  industry  requires.  To  get  them, 
Iran  has  an  upgraded  development 
plan  for  the  years  1973-78,  during 
which  it  will  spend  $93  billion,  while 
Saudi  Arabia's  plan  proposes  to  spend 
$140  billion  in  the  period  1975-80. 
But  even  the  Saudis  concede  they'll 
be  doing  well  to  spend  over  $80  bil- 
lion, less  than  60%  of  the  goal. 

Infrastructure  begins  with  people. 
Saudi  Arabia  has  very  few  people.  A 
land  as  large  as  Texas  and  Alaska 
combined  has  a  population  of  about 
3.5  million  Saudis  and  1  million  for- 
eigners, the  latter  mostly  Yemenis 
from  the  mountainous  lands  to  the 
south.  Iran,  as  it  continually  boasts, 
has  32  million  people,  but  10%  of 
them  are  nomadic  and  some  70%  are 
rural  village  dwellers. 

Don't  be  misled  by  comparisons 
with  the  rural  U.S.  in  the  19th  cen- 
tury. Iran  and  Saudi  Arabia  are  not 
keen  on  waves  of  immigrants  coming 
to  help  with  the  nation-building,  as 
we  were.  They  are  frankly  nervous 
about  foreigners  becoming  permanent 
residents,  Nervous  that  the  foreigners' 
skills  and  ambition  will  show  up  or 
o\  erwhelm  the  native  populations. 

Saudi  Arabia,  where  women  must 
appear  in  public  shrouded  from  head 
to  toe  in  a  dense,  black  cheesecloth, 
is  especially  ambivalent  about  the  dis- 
ruptions of  rapid  economic  develop- 
ment. It  proposes  to  implement  its 
$140-billion  development  plan  using 
only  500,000  temporary  foreign  work- 
ers. Egypt,  Pakistan  and  Yemen  are 
supposed  to  supply  basic  construction- 
t>pe  labor,  and  South  Koreans  will  be 
imported  for  the  more  skilled  trades. 

Iran  formally  claims  that  it  wants 
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as  little  as  possible  of  immigrant  labor, 
and  its  officials  do  not  talk  openly  of 
how  many  foreigners  are  in  the  coun- 
try (over  60,000  professional  special- 
ists ) .  Iran  negotiates  with  India,  the 
Philippines  and  South  Korea  for  peo- 
ple, but  basically  is  denying  itself  over 
100,000  skilled  and  semiskilled  work- 
ers at  present  in  favor  of  the  slower 
process  of  training  Iranians.  And 
training  them  from  the  ground  up.  In 
Iran,  Dr.  Mohammed  Reza  Amin, 
head  of  the  state-owned  Iranian  Steel 
Industries  Corp.,  rejoices  at  his  coun- 
try's purchase  of  a  25%  interest  in 
Germany's  Krupp.  For  higher  tech- 
nology? Not  that  alone.  He  is  pleased 
that  his  employees  can  learn  about 
the  stocking  of  spare  parts.  "Spare 
parts  are  very  important,"  he  says.  "In 
order  for  oiu"  people  to  understand 
spare  parts,  they  sit  in  the  purchasing 
office  of  Krupp." 

"Why  do  these  people  need  us?" 
muses  an  American  in  the  Middle 
East.  "Why,  as  much  as  anything  else, 
they  need  us  to  learn  about  keeping 
to  due  dates."  Being  on  time,  in  other 
words.  Being  late  doesn't  matter  much 
in  a  camel  society.  It  can  wreak  havoc 
in  a  technological  one. 

A  New  Economics 

As  reality  and  dream  conflict  in  the 
new  Middle  East,  a  need  begins  to 
arise  for  a  new  kind  of  economics— 
an  economics  that  does  not  count  cost 
or  return  on  capital  in  the  convention- 
al way. 

Take  the  natural  gas  now  being 
wasted  in  Saudi  Arabia  and  Iran.  By 
1980  Iran  hopes  to  be  able  to  allocate 


1.4  billion  cubic  feet  per  day  to  in- 
dustrial use.  Saudi  Arabia  plans  a  sys- 
tem that  will  harness  4  billion  to  5 
billion  cubic  feet  per  day  to  industry 
(as  compared  with  cvurent  U.S.  daily 
use  of  60  billion  feet ) . 

In  theory,  this  should  be  cheap 
natural  gas,  since  it  is  now  being 
wasted.  In  fact,  it  may  be  immensely 
expensive.  How  expensive?  Nobody 
really  knows.  The  Saudis  simply 
stopped  counting  when  the  capital 
cost  of  their  gas-gathering  system 
passed  $10  billion.  If  interest  and  de- 
preciation were  properly  allocated  on 
such  a  plant,  you  could  end  up  with 
expensive  gas  despite  zero  raw  ma- 
terial cost. 

However,  it  will  probably  not  be 
costed  this  way.  For  the  Saudis,  both 
capital  and  gas  are  cheap,  and  so 
they  may  be  willing  to  sell  the  ex- 
pensive gas  very  cheaply  to  those  who 
would  be  willing  and  able  to  build 
plants  in  their  country  to  turn  it  into 
ethylene  and,  from  that,  into  myriad 
plastic  and  fibrous  products.  An  Or- 
ganization of  Petroleum  Exporting 
Countries  member  would  think  twice 
about  selling  its  crude  oil  at  a  dis- 
count to  foreigners.  But  it  would  hesi- 
tate about  selling  it  cheaply  to  its 
own  industries— including  those  joint- 
ly ventured  with  Americans  and  oth- 
er foreigners. 

Because  it  is  reasonably  certain  that 
this  kind  of  economics  will  prevail, 
U.S.  and  other  firms  continue  to  be  in- 
terested in  building  plants  in  the  oil 
countries.  The  typical  capital  struc- 
ture in  Saudi  Arabia  for  projects  now 
under  negotiation  looks  like  70%  debt. 


Riyals— money— are  not  short  in  Saudi  Arabia.  But  manpower,  organization 
and  coordination  are  monster  problems.  As  a  case  in  point,  the  prefabricated 
schoolrooms  below— brought  overland  from  Italy  at  great  cost— gather 
sand  in  the  desert,  with  neither  construction  workers  to  put  them  in 
place  nor  equipment,  teachers  or  children  to  make  them  function. 


30%  equity.  That  means  Saudi  Arabia 
would  put  up  75%  of  the  money— 
15%  for  its  half  of  the  equity,  60% 
in  loans  at  just  2%  interest.  Figure  it 
out;  Fifteen-year  money  at  2%— prin- 
cipal, interest  and  all— adds  up  to 
barely  one-third  the  cost  of  15-year 
money  at  10%.  Roughly  speaking, 
then,  the  Saudi-foreign  joint  ventures 
would  in  eflFect  be  able  to  build  their 
plants  with  30-cent  dollars!  A  very 
nice  subsidy  that. 

In  such  projects,  foreign  capital  is 
wanted  only  as  earnest  money,  as  a 
kind  of  hostage.  It  is,  after  all,  an 
old  Middle  Eastern  custom  for  one 
sheik  to  marry  his  daughter  to  an- 
other sheik  as  a  means  of  keeping 
peace  between  the  parties. 

It  is  with  such  low-cost  capital  that 
the  Saudis  hope  to  counteract  the 
high  capital  cost  of  developing  their 
country.  Understanding  this,  the 
shrewder  foreign  coimtries  are  not 
backing  away  from  deals  in  spite  of 
the  obvious  difficulties.  Dow  Chemi- 
cal wants  to  build  a  petrochemical 
plant,  as  does  U.S.  Shell.  Royal 
Dutch/ Shell,  the  international  com- 
pany, is  in  for  another  export  refin- 
ery.   Exxon    is    considering    a    petro- 

The  Quiet  Americans 

It  will  come  as  a  surprise  to  most 
Americans  that  a  large  body  of  in- 
formed people— Japanese  and  Europe- 
an businessmen  and  politicians,  Arab 
sheiks  and  Iranian  officials— believe 
quite  openly  that  the  Americans,  not 
OPEC,  raised  the  price  of  oil.  They 
base  their  belief  on  a  calculation  of 
which  industrial  nation  benefited  most 
—or  suffered  least— from  the  outsized 
oil  price  increase  in  1973-74.  Second, 
they  point  to  the  prime  mover  in  the 
rise,  the  Shah  of  Iran.  "He's  the  U.S. 
man,"  they  say  knowingly. 

It's  a  case  of  the  same  event  viewed 
from  diflFerent  perspectives.  The  Japa- 
nese see  the  oil  price  rise  directed 
squarely  at  them  because  they  were 
becoming  too  much  of  a  competitor 
for  the  U.S.;  the  Europeans,  usually 
cynical  about  the  U.S.,  say  that  their 
Common  Market  was  beginning  to 
challenge  the  U.S.  The  Arabs  and 
Iranians,  whatever  else  they  may  say, 
are  frankly  a  little  surprised  that  they 
have  been  able  to  get  away  with  the 
steep  rise  in  a  product  so  essential  to 
the  West.  That  they  have  gotten 
away  with  it  means  to  them  that 
somebody  doesn't  oppose  it. 

This,  of  course,  sounds  like  plain 
foolishness— conspiracy  theory  at  its 
crudest— but  there  is  enough  circum- 
stantial evidence  to  keep  the  story 
alive.  Since  the  price  of  oil  has  gone 
up,  for  example,  the  dollar  has  be- 


chemical  plant. 

One  more  interesting  deal,  worked 
up  by  Mobil  Oil  and  accepted  by  the 
Saudis  after  careful  study,  involves 
building  a  refinery  and  later  a  petro- 
chemical plant  at  Yanbu  on  the  west- 
ern (Red  Sea)  coast  of  Saudi  Arabia, 
800  miles  from  the  oil  production 
area.  The  Saudi  interest  is  twofold: 
to  bring  some  development  to  its 
western  region,  and  to  disperse  its  in- 
dustry for  defense  purposes.  The 
plants  themselves  will  be  joint  ven- 
ture, but  Saudi  money  will  finance 
the  800-mile  pipeline  and  modem 
port  required  for  the  project. 

Ice  In  Iran 

The  situation  in  Iran  is  less  happy. 
Iran,  after  less  than  two  years  of  bo- 
nanza, has  run  out  of  spare  money 
and  is  unwilling  to  go  very  far  with 
financing  help.  Neither  is  it,  under  a 
new  law,  willing  to  give  foreign  part- 
ners 50%  of  equity  ownership.  Nego- 
tiations for  petrochemical  complexes 
with  Union  Carbide,  Dow  Chemical 
and  a  consortium  of  Phillips  Petro- 
leum, Ashland  Oil  and  B.F.  Good- 
rich have  chilled  to  the  point  of  being 
put    semipermanently    on    ice.    "We 


have  to  see  if  something  smaller  [than 
the  proposed  $700-m.illion  venture] 
might  be  attractive."  says  a  Carbide 
engineer  of  his  company's  hesitancy. 

A  couple  of  reasons  why  an- 
nounced projects  so  often  go  som*  in 
Iran— and  may  do  so  later  in  Saudi 
Arabia— are:  First,  the  letters  of  in- 
tent for  the  projects  were  signed 
typically  in  1974  in  the  wake  of  the 
^  oil  embargo  and  price  rise,  when  fu- 
ture supplies  of  vital  raw  materials 
looked  perhaps  more  uncertain  than 
they  are  beginning  to  look  today.  At 
that  time,  foreign  companies  were 
willing  to  take  risks  to  nail  down  fu- 
ture supphes  of  petroleum  feedstocks; 
but  today  there  is  an  oil  glut,  and 
big  companies  no  longer  wonder 
where  the  next  barrel  is  coming  from. 

The  other  hangup  is  that  foreign 
businessmen  simply  did  not  realize 
what  they  were  getting  into.  Pubhcly, 
U.S.  businessmen  will  give  an  off- 
hand estimate  that  the  capital  cost  is 
50%  more  than  for  a  comparable  plant 
in  Europe  or  North  America;  private- 
ly, they  say  it  would  cost  100%  more. 

Furthermore,  real  economics  does 
intrude  at  some  point.  The  Western 
companies  in  these  projects  must  one 


come  stronger  than  it  has  been  in 
years  and  so  has  the  U.S.  balance  of 
payments.  Moreover,  U.S.  banks  have 
been  prime  recipients  of  petrodollar 
deposits. 

There  is  also  the  fact  that  the  oil 
price  hike  has,  if  anything,  pushed 
the  U.S.  and  certain  of  the  oil  coun- 
tries even  closer  together.  It  wouldn't 
be  accurate  to  call  Iran  or  Saudi  Ara- 
bia a  U.S.  protectorate— at  any  rate, 
that  is  the  rhetoric  of  another  age. 
But  it  certainly  is  true  that  both  Iran 
and  Saudi  Arabia  look  to  the  U.S.  for 
ultimate  military  survival.  A  Pentagon 
official  recently  spoke  in  these  tactful 
terms:  "We're  not  thinking  in  terms 
of  protecting  Saudi  Arabia.  We  treat 
them  as  if  they  are  our  equals.  No- 
body believes  that  they  are,  but  we're 
acting  as  if  they  are."  Queen  Victoria's 
proconsuls  wouldn't  have  said  it  much 
differently. 

However,  far  from  showing  the  flag, 
the  U.S.  is  keeping  it  carefully  furled, 
as  befits  the  temper  of  the  1970s.  The 
U.S.  military  presence  in  Saudi  Arabia 
and  Iran,  the  key  oil-producing  na- 
tions, is  relatively  minuscule— some 
1,500,  as  opposed  to  the  184,400 
troops  we  have  stationed  in  West 
Germany.  The  U.S.  has  no  military 
base  in  either  Iran  or  Saudi  Arabia. 
But  those  countries  buy  enormous 
amounts  of  arms.  We  certainly 
wouldn't  sell  such  equipment  to  Com- 


munist China,  say,  or  Syria. 

In  1974,  the  year  immediately  fol- 
lowing the  price  rise,  Iran  and  Saudi 
Arabia  ordered  $6.45  billion  worth  of 
arms  from  the  U.S.  In  1975  these  two 
countries  ordered  another  $4  billion 
worth.  In  1972,  before  the  oil  price 
rise,  they  placed  orders  worth  only 
$870  milhon  out  of  a  global  total  of 
$4  billion  U.S.  arms  sales. 

In  modern  warfare,  guns  and  tanks 
are  not  all  that  count.   For  example, 
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The  Iranian-assembled  Peykan,  63%  Iranian  in  content,  sells  for  $5,714;  its  Chrysler-Hillman  prototype,  $3,552  in  Britain. 


day  market  the  products  on  the  world 
market,  because  Middle  East  home 
markets  will  not  be  able  to  absorb  all 
of  them.  It  becomes  a  neat  calculation 
if  the  favorable  price  of  raw  materials 
offsets  the  disadvantage  of  building 
in  the  producing  country,  with  its 
capital  burdens,  distance  from  mar- 
kets, etc. 

Considering  these  difficulties,  it  is 
not  surprising  that  many  more  deals 
are     announced     than     ever     break 


ground,  and  that  everything  will  take 
longer  than  impatient  Americans  and 
Middle  Easterners  would  like. 

Dow  Chemical's  astute  Chairman 
Carl  Gerstacker  explains:  "I  think  a 
sizable  number  of  plants  will  be 
built,  but  far  fewer  than  you  see 
listed.  And  they'll  be  slower  than  any 
timing  you've  seen,  because  compa- 
nies are  estimating  on  the  basis  of 
how  long  it  takes  to  build  in  the  U.S. 
or  Japan  or  Europe." 


For  example,  for  three  years  now 
the  Iranians  and  the  Japanese  have 
been  haggling  over  terms  of  an  im- 
mense industrial  project,  Iran-Japan 
Chemical  Co.  The  official  cost  esti- 
mate is  $1.8  billion,  but  $3  billion 
looks  like  a  sounder  figure  today. 
What  the  price  will  be  when  ground 
is  broken,  no  man  can  say.  The  point 
is  not  that  either  side  is  insincere  in 
the  endless  negotiations.  Rather  it  is 
that   the   difficulties    are   so   immense 


tlic  U.S.  Army  Corps  of  Engineers,  in 
addition  to  building  military  bases 
for  the  Saudi  armed  forces,  will  also 
construct  two  new  ports  for  the  Saudi 
government.  Whenever  possible,  the 
uniformed  military  presence  is  played 
down.  The  training  for  the  purchased 
weaponry  is  provided  by  the  U.S. 
manufacturers,  not  by  the  Pentagon. 
Thus  Lockheed  has  people  in  Saudi 
Arabia  installing  sophisticated  radar 
—avowedly  for  civilian  purposes— and 
teaching  Saudis  to  operate  it.  Grum- 
man is  training  Iranians  on  the  highly 
sophisticated  F-14;  Bell  Helicopter  is 
doing  the  same  on  helicopter  gunships. 

Certainly,  the  American  taxpayer 
has  benefited  in  one  direct  way  from 
the  oil  price  hike.  Before  the  price 
rise,  the  U.S.  taxpayer  supported  the 
arming  artd  training  of  the  Persian 
Gulf  nations  through  military-assis- 
tance grants  and  credits.  After  the 
price  rise,  of  course,  sales  are  for  cash. 

And  why  do  these  nations  need  all 
those  armaments  and  training?  The 
Iranians  see  their  mission  as  prevent- 
ing any  "mischief-maker"  from  bot- 
tling up  the  mouth  of  the  Straits  of 
Hormuz,  where  Iranian  oil  must  pass. 
They  do  not  think  of  fighting  Rus- 
sians. They  couldn't.  But,  says  one 
Iranian  foreign  ministry  official.  "There 
are  elements  who  might  try  mischief, 
the  international  subversive  element." 
The  Iranians  have  just  recently  fought 


in  the  Gulf  sultanate  of  Oman  against 
rebels,  armed  and  trained  by  the  rad- 
ical People's  Democratic  Republic  of 
Yemen,  a  Soviet  ally.  What  then,  is 
the  verdict  on  the  ability  of  the  Iran- 
ian military,  backed  as  it  is  by  the 
best  equipment  in  the  Gulf  area? 
From  both  the  Pentagon  and  private 
military  experts  in  Washington,  the 
•verdict  is  the  same:  "They  do  relative- 
ly better  in  a  defensive  role;  their 
real  trouble  is  operating  any  dis- 
tance from  home." 

But  close  to  home  is  where  the 
Iranian  mihtary's  real  mission  is.  In 
spite  of  lower  oil  revenues  this  year, 
the  Shah  is  not  cutting  back  on  the 
estimated  $7  billion  he  spends  annual- 
ly on  Iran's  armed  forces.  Less  than 
half  the  money  is  used  to  buy  hard- 
ware. Most  goes  for  pay  and  main- 
tenance of  the  250,000-man  armed 
forces.  This  is  known  as  keeping  the 
military  "sweet,"  something  absolute 
rulers  like  the  Shah  of  Iran  neglect  at 
their  peril. 

Saudi  Arabia  has  a  much  smaller 
military  force  than  Iran,  numbering 
only  some  47,000.  Moreover,  the  rul- 
ing family  in  Saudi  Arabia  has  rea- 
son to  fear  its  own  military:  The 
Saudi  air  force  was  involved  in  an  at- 
tempted coup  in  1969  against  the 
late  King  Faisal.  Therefore,  the  Saudi 
military— U.S.  trained— is  kept  in  posi- 
tion at  posts  around  the  vast  borders 


of  the  country  while  the  Saudi  gov- 
ernment pays  other  Americans— Los 
Angeles'  Vinnell  Corp.— to  train  a 
force  of  35,000  loyal  Bedouins  into  a 
modern,  mobilized  national  guard. 

Given  the  vast  U.S.  stake,  would 
the  U.S.  intervene  if  anti-Western  ele- 
ments tried  to  seize  power  in  Iran 
or  Saudi  Arabia?  Congress  refused 
to  back  intervention  in  Angola,  but 
Angola  has  only  coffee  and  diamonds 
and  a  little  oil.  Saudi  Arabia  and 
Iran  have  oil,  lots  of  it.  That  doesn't 
mean  the  U.S.  would  guarantee  the 
Shah  his  throne  or  King  Khaled  his.  A 
U.S.  military  man  says:  "It  wouldn't 
make  a  great  deal  of  difference  to  us 
if  another  conservative  regime  took 
over  and  continued  to  pump  the  oil." 
Note  the  emphasis  on  "conservative" 
and  "pumping  the  ov." 

As  long  as  the  Arabs  and  Iranians 
remain  conservative  and  piimp  the 
oil,  they  can  expect  a  great  deal  of 
friendship  from  the  U.S.  Note,  too, 
the  changes  that  have  already  taken 
place  in  U.S.  foreign  policy:  In  1958, 
when  Moslem  leftists  threatened  the 
Christian  community  in  Lebanon, 
U.S.  Marines  hit  the  Mediterranean 
beaches.  Last  month  Christians  were 
killed  and  driven  from  their  homes  in 
Lebanon  by  armed  Moslems  without 
a  peep  from  the  U.S.  Does  anyone 
really  doubt  that  oil  is  stronger  than 
friendship? 
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The  Shah's  Empress  Farah,  shown 
here  holding  one  of  her  younger 
children,  is  as  smart  as  she  is 
beautiful.  If  the  Shah  were  to  die 
or  be  killed,  gossip  has  it  that 
Farah  would  be  a  major  power 
in  the  regency  that  would  rule 
until  their  son  Reza,  now  15, 
reaches  majority.  By  contrast, 
the  great  mass  of  Iranian  women 
are  poor  and  downtrodden. 


and  the  two  parties  so  far  apart  in 
their  ideas  of  what  constitutes  a  fair 
and  worthwhile  deal. 

Under  the  original  terms,  the  plant 
was  to  be  able  to  buy  Iranian  naph- 
tha at  $1.86  a  barrel— the  same  stujff 
that  sells  in  Houston  for  $15.96.  That 
sounded  great  until  the  Japanese  real- 
ized that  they  would  have  to  bring 
2,000  of  their  own  people  to  run  the 
project  and  would  have  to  keep  them 
there  indefinitely. 

Future  In  Fibers? 

One  deal  that  has  broken  ground 
in  Iran  is  a  project  by  Wilmington's 
E.I.  du  Pont  to  build  a  plant  near 
the  ancient  city  of  Isfahan  to  produce 
polyester  and  acrylic  fibers.  Perhaps 
the  reason  this  deal  is  further  along 
than  most  is  that  it  is  less  ambitious 
in  scope  than  many  others.  The  plant 
will  produce  100  million  pounds  of 
fiber  of  three  different  types.  There  is 
no  problem  about  selling  the  eventual 
output:  It  will  go  to  Iranian  textile 
mills.  One  of  the  first  things  people 
buy  more  of  when  they  get  prosperous 
is  textiles— and  the  Iranian  market  is 
highly  protected.  Du  Pont  will  own 
40%  of  the  mill;  the  rest  belongs  to 
Iranian  government  banks  and  to 
some  of  the  powerful  private  business 
clans  of  the  country. 

The  mill  itself  would  be  a  routine 
project  for  du  Pont's  liighly  skilled 
engineers  were  it  to  be  built  almost 
anywhere  else  in  the  world.  In  Iran, 
however,  this  modest  project  is  al 
most  a  nightmare.  The  initial  cost  es- 
timate on  the  du  Pont  plant  was  $300 
million.  That  cost,  says  no  less  than 
the  Shah  himself,  has  grown  to  $450 
million.  The  Shah  blames  inflation  in 
the  industrial  world  for  which  he  de- 
clines responsibility  and  which  he  says 
is  cheating  his  country.  But  let's  take 
a  look. 

Du  Pont  was  unpleasantly  surprised 
to  find,  when  it  got  to  tackling  this 
plant,  that  it  would  have  to  build  its 
own  port  facilities,  because  none  were 
available— unblocked,  that  is— for  the 
import  of  material.  And  virtually  all 
material  has  to  be  imported  because 
there  is  no  industrial  capacity  in  Iian. 
Also,  du  Pont  found  it  would  have  to 
build  housing  for  the  workers  on  the 
project  and  especially  for  its  own  peo- 
ple sent  from  the  U.S.,  75  of  whom 
will  have  to  remain  as  a  permanent 
party  to  run  the  plant  when  it  is  com- 
pleted in  1978.  For  both  construction 
of  the  plant  and  its  operation,  du 
Pont  has  undertaken  to  train  2,100 
people— 1,000  construction  laborers, 
1,000  to  operate  the  plant  and  100 
Iranian  graduates  whom  du  Pont  will 
attempt  to  train  technically  at  its  facil- 
ities in  Europe  and  the  U.S. 

The  raw  material  for  the  fiber  plant 
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Fiscal  Fiction 


To  PUT  the  figures  below  in  perspec- 
tive, remember  that  Saudi  Arabia's 
population  is  about  2%  of  the  U.S.' 
population.  The  Saudi  five-year  plan 
envisages  spending  something  like 
$30,000  per  person,  which  amounts 
to  $6,000  a  year.  With  the  exception 
of  food  subsidies  and  some  of  the  mil- 
itary and  social  items,  the  bulk  of  the 
program  represents  investment.  This 
would  be  the  equivalent  of  the  U.S. 
spending  $1,000  billion  a  year  on  de- 
velopment—an obvious  impossibility 
in  a  gross  national  product  of  $1,600 
billion.  Theoretically,  the  Saudis  can 
afford  it:  Theirs  is  not  yet  a  consump- 
tion economy. 

But  the  big  question  is:  Could  any 
economy,  let  alone  a  primitive  one, 
possibly  absorb  investment  of  this 
magnitude?  And  the  answer  is:  No. 
Tlie  plan  is  probably  little  more  than 
propaganda  to  persuade  people  at 
home  and  abroad  that  the  country 
really  needs  all  its  revenue  and  should 
continue  pumping  oil  at  a  high  rate. 

For  the  plan,  the  Saudi  Ministry  of 
Planning  and  the  Stanford  Research 
Institute  used  1975  prices;  the  con- 
version rate  from  Saudi  riyals  to  U.S. 
dollars  is  $1  equals  3.47  riyals. 

Billions  of  Dollars 

Water  and  desalination  9.8 

Agriculture  1.3 

Electricity  1.8 

Manufacturing  and  minerals  13.0 

Education  21.4 

Health  5.0 
Social  programs  and 

youth  welfare  4.2 

Roads,  ports  and  railroads  6.1 
Civil  aviation  and  Saudia, 

the  state  airline  4.3 

Telecommunications  and  post  1.2 
Municipalities  (streets, 

sewers,  etc.)  15.4 

Housing  4.1 
Holy  cities  and  The  Hajj 

(pilgrimage  facilities)  1.4 

Other  development  2.7 


Subtotal  development 

Defense 

General  administration 
External  assistance, 
emergency  funds, 
food  .subsidies 
and  general  reserve 

Subtotal  otbeL. 


91.7 

22.5 
II.O 


18.3 
51.8 


Total  plan         ^_^  H3.5 
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Its  easier  to  remember  where  we  dont  go. 


Our  apologies  to  the  Antarctica 
Tourist  Board. 

For  despife  the  fact  we  have  the 
world  s  largest  fleet  of  747s. 

And  despite  the  fact  we  have 
28,000  people  whoVe  made  a 
profession  out  of  taking  Americans 
to  foreign  lands. 


And  despite  the  fact  we  have  a 
route  structure  that  takes  in  98  cities 
in  65  countries. 

There's  still  one  continent  we 
don't  fly  to. 

Of  course,  tastes  may  change 
radically. 

In  which  case,  we'll  open 


Antarctica  to  air  travel. 

Even  as  we  opened  every  other 
continent. 

And  take  the  apology  back  and 
start  taking  tourists. 


America  s  airline  to  the  worid. 


See  your  travel  agent. 


apposed  to  come  from  another 
pliiii— actually  one  of  the  plants  Dow 
or  Union  Carbide  were  to  build.  But 
those  plants  won't  be  built  in  time, 
if  ever.  Neither  can  the  du  Pont  proj- 
ect count  on  supplies  being  available 
in  time  from  an  expansion  of  the  old 
Abadan  refinery  which  the  Iranian 
National  Petrochemical  Co.,  the  state 
body,  is  contracting  on  its  own.  There- 
fore, the  initial  supply  of  raw  material 
will  have  to  come  from  Europe.  A 
chemical  intermediate  produced  in 
industrial  Europe  from  raw  material 
shipped  from  the  Middle  East  will  be 
shipped  back  to  the  Middle  East. 
E.M.  Hicks,  director  of  international 
development  for  du  Pont's  fibers  divi- 
sion, puts  it  mildly  when  he  says: 
"The  products  of  the  plant  would 
have  a  difficult  time  competing  in  in- 
dustrial markets." 

If  this  relatively  simple  du  Pont 
project  becomes  so  diflBcult,  is  it  sur- 
prising that  more  ambitious  projects 
do   not   get   quickly   off   the   ground? 

Subsidies?  Or  Tariffs? 

Without  protective  tariffs,  of 
course,  the  du  Pont  deal  would  never 
work;  imports  from  established,  more 
efficient  plants  abroad  would  soon 
smother  the  Iranian  fiber  plant.  High 
tarifi^s  are  Iran's  way  of  protecting  its 
infant  industries.  Take  cars  and 
trucks,  for  example.  In  Iran,  a  com- 
pany called  Iran  National  Industrial 
Manufacturing  Co.  is  the  leading  lo- 
cal producer  (smaller  operations  as- 
semble Chevrolets  and  Fiats).  Iran 
National  assembles  a  car  called  Pey- 
kan  ("Good  Horse")  from  kits  shipped 
from  Chrysler  in  Britain.  With  an  out- 
put of  only  some  90,000  cars  a  year. 


Iran  National  probably  isn't  very  effi- 
cient. But  it  doesn't  need  to  be;  the 
tariff  on  imported  medium-sized  cars 
is  220%.  Result:  There  is  a  long  wait- 
ing list  for  Iranian-assembled  Peykans. 

The  Saudis  do  things  differently. 
With  oil  revenues  of  $28  billion  a 
year  and  only  about  one-ninth  Iran's 
population,  the  Saudis  don't  have  to 
won-y  about  saving  on  foreign  ex- 
change or  about  creating  jobs.  So  they 
have  no  tariffs. 

This  caused  a  problem  recently 
when  some  Saudi  businessmen  de- 
cided they  wanted  their  own  truck  in- 
dustry. Why  a  truck  industry?  Be- 
cause trucks  are  the  logical  means  of 
transport  in  this  fast-developing  coun- 
try, and  the  local  businessmen  wanted 
to  get  a  larger  chunk  of  the  profit 
than  they  could  make  from  merely 
handling  distribution  of  foreign  trucks. 
Besides,  the  Saudi  government,  to  en- 
courage local  businessmen,  will  put 
up  50%  of  the  capital  of  any  new 
business. 

The  Spreading  of  the  Green  is  very 
important  in  Saudi  Arabia.  In  spite  of 
being  a  predominately  seminomad 
country,  it  has  a  number  of  very  rich, 
quite  powerful  merchant  families: 
The  Ali  Rezas,  Juffalis  and  Suleimans 
are  prominent  names  in  Jeddah.  Each 
of  these  clans  has  many  ventures,  and 
in  most  of  them  they  usually  find  it 
wise  to  take  a  Saudi  prince  in  as  a 
partner.  There  are  about  3,000  princes 
of  the  Saud  family,  all  spiimg  from 
the  prolific  loins  of  the  modem  coun- 
try's founder,  Abdul-Aziz  Ibn  Saud 
(1879-1953),  and  his  descendants. 
Getting  these  princes  into  business 
helps  alleviate  a  considerable  burden 
on  the  royal  exchequer.  Spreading  the 
Green  also  helps  bind  the  merchants 
and  their  dependents  to  the  ruling 
dynasty. 

But  in  the  matter  of  the  truck  as- 
sembly plants,  the  local  General  Mo- 
tors distributor  brought  forth  the  first 
proposal  and  it  set  the  tone  for  those 
of  Mercedes'  man  <and  Datsun's.  The 
proposals  all  had  in  mind  a  25%  tariff 
to  protect  them.  The  Saudi  govern- 
ment officers  who  must  approve  the 
investments  of  the  Industrial  Develop- 
ment Fund  balked  at  the  tariff.  The 
dealers  were  told  to  go  away  and  do 
their  figures  again. 

Chances  are,  vehicle  assembly  will 
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A  central  problem  of  the  Middle  East 
oil  states  is  the  breakneck  speed  at 
which  a  traditionally  inclined  people 
are  being  asked  to  accommodate  to 
change.  Fifty  years  ago  America  had 
already  entered  the  motorcar  age.  But 
the  Middle  East  has  taken  barely  a  couple 
of  decades  to  move  from  Lawrence-of- 
Arabia-like  camel  transport  to  traffic  jams. 
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eventually  get  approval,  but  not  with 
a  tariff.  Instead,  there  probably  will 
be  a  subsidy  of  about  $100  million  a 
year.  That  way,  the  country  will  get 
its  truck  plant,  but  the  other  business- 
men won't  get  stuck  with  higher 
truck  prices.  Oil  will  pay  all. 

Because  of  this  oil  money,  compen- 
sation in  Saudi  Arabia  bears  little  if 
any  relationship  to  productivity.  A 
construction  worker  (unskilled  labor, 
'the  way  the  Saudis  build,  and  most 
likely  a  foreigner)  earns  $90  a  week. 
An  office  clerk,  more  likely  to  be  a 
Saudi,  earns  $160  a  week.  But  these 
wages  are  better  than  they  sound  in 
a  country  that  has  no  income  tax  and 
where  the  government  subsidizes  al- 
most all  foodstuff  and  essentials  like 
electricity.  Gasoline,  totally  tax  free, 
costs  11  cents  a  gallon.  Again,  the 
problem  isn't  where  to  get  the  money, 
but  how  best  to  push  it  out  to  the 
populace.  Cynics  would  say  that  the 
cheapest  way  would  be  to  place  ev- 
ery native  Saudi  on  an  elaborate  dole 
and  bring  Palestinians,  Jordanians 
and  Egyptians  in  to  do  the  work. 
However,  you  don't  build  a  nation 
that  way,  at  least  not  a  Saudi  nation! 

One  area  where  the  Saudi  govern- 
ment would  like  to  do  more  for  its 
people  is  in  housing.  There  are  rela- 
tively few  decent  homes  in  a  covmtry 
that  was  essentially  nomad  until  a 
few  years  ago.  This  makes  land  spec- 
ulation a  favorite  among  rich  Saudis, 
and  the  shrewder  among  them  build 
"villas"  in  the  Eastern  Province,  where 
Fluor  Corp.,  under  contract  to  Ara- 
bian American  Oil  Co.,  is  bringing  in 
people  to  build  the  gas-gathering 
project.  These  villas  are  about  equiv- 
alent  to  a    good   Los   Angeles   house 


Butler  buildings  can  give  you 
more  design  options  than  others 
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r/i^  Butler  family  of  building  systems. 


Be  sure  you 

build  a  Butler  building* 

Serving  building  needs  internationally,  with  plants  and  offices  in  the  United  States,  Canada  and  the  United  Kingdom. 


The  appearance  of  your  building 
is  a  source  of  pride.  It  conveys 
your  company's  image,  and  that's 
important.  And  for  maximum 
profitability,  your  building's 
functional  design  is  important,  too. 

So  it  pays  you  to  buy  from 
the  source  with  the  best  variety 
of  design  options  available 
for  your  building  dollar. 

And  we  offer  the  widest  range 
of  pre-engineered  structural  design 
systems  you'll  find  anywhere 
in  the  world.  Including  several 
exclusive  options  no  one  else  offers. 

For  example,  if  you  want  the 
time  and  money  savings  of  a  pre- 
engineered  5-story  framing  system, 
we've  got  it.  No  one  else  does. 

We're  the  only  pre-engineered 
systems  manufacturer  with  domed, 
sloped,  and  true  flat  roofs.  Or  with 
4,000  square  foot  column  free 
interior  areas  at  no  premium. 

And  our  structural  systems  are 
supplemented  by  the  widest  variety 
of  components  — like  exclusive  roof 
and  wall  systems,  movable  partitions, 
and  fully  integrated  lighting/ 
ceiling/air  distribution  systems. 

When  you  combine  our  wide  range 
of  building  systems  and  components 
with  any  exterior  material  you  want, 
you  have  design  capabilities 
limited  only  by  imagination. 

It's  the  best  family  of  building 
systems  anywhere  for  assuring 
maximum  beauty,  function,  and 
dollar  savings,  too. 

And  it's  available  through 
authorized  Butler  Builders. 

To  learn  more  about  the  design 
flexibility  available  only  with  the 
building  systems  we  make,  contact 
your  local  Butler  Builder.*  He  can 
build  you  a  true  Butler  building. 
So  look  under  "Buildings,  Metal" 
in  your  Yellow  Pages.  Or  write 
Butler  Mfg.  Co.,  BMA  Tower, 
Dept  B-39^  Kansas  City,  Mo.  64141. 

'butlbr' 
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with  IBM  System/3's  in  eaci 
reduce  our  purchased  parti 


The  McGraw  Edison  Company  is  a 
diversified  corporation  with  annual  sales 
of  close  to  one  billion  dollars.  Like  most 
major  companies,  McGraw  Edison  uses 
big  computers  to  handle  its  big  jobs.  It 
also  uses  small  computers  where  they 
make  sense. 

McGraw  Edison's  Major  Appliance 
Group  consists  of  four  divisions,  each 
with  its  own  product  line,  manufacturing 
facilities  and  sales  force.  And  each  divi- 
sion has  its  own  IBM  System/3  computer. 


How  small  computers 
can  make  a  big  difference 

"Each  of  our  four  divisions  operates 
as  an  independent  profit  center  with  its 
own  sales  strategy,  material  require- 
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Major  Appliance  Group 
President  L.  Hardwick 
Caldwell  Jr.  and 
Financial  Vice  President 
Vann  Meador  use  reports 
generated  by  the 
System/ 3  to  give 
McGraw  Edison  management 
a  fast,  accurate  picture  of 
their  four  divisions. 


livision,we  expect  to 
wentory40%." 


ments  and  accounting  procedures''  says 
Vann  Meador,  Group  Financial  Vice 
President.  "That's  why  System/3's  for 
each  division  made  sense  for  us'.' 

Although  each  division  has  its  own 
specific  needs,  they  all  use  their 
System/3  computers  for  both  account- 
ing and  manufacturing  applications.  For 
instance,  at  the  Modern  Maid  division 
the  System/3  does  all  billing,  inventory 
control,  accounts  receivable  and  sales 
analysis. 

In  addition,  the  System/3  issues  job 
■orders,  daily  payroll  updates  and  pro- 
vides cost  accounting  reports  with  auto- 
matic price  changes. 

"Our  division  heads  need  accurate, 
up-to-date  information  if  we  e:Jipect  them 
to  make  intelligent  decisions  and  man- 
age effectively  on  a  day-to-day  basis',' 
says  L.  Hardwick  Caldwell  Jr.,  Group 
President.  "Our  System/3's  allow  them 
to  act  instead  of  react,  and  that's  an  im- 
portant difference'.' 

Smalh  computers,  located  where  the 
action  is,  can  save  time,  reduce  errors 


An  IBM  System/3  Model  15  has  already  helped  reduce 
purchased  parts  inventory  by  hO%  at  McOraw  Edison's 
Modem  Maid  division. 

due  to  data  handling  and  transmittal 
and  reduce  the  work  load  on  your  central 
computer. 

Today,  more  and  more  companies  are 
discovering  the  value  of  small  computers 
in  individual  departments,  plants,  ware- 
houses, branch  offices  and  distribution 
centers. 

To  find  out  more  about  how  big  com- 
panies like  yours  are  using  small  com- 
puters like  IBM's  System/3  and 
System/32,  get  in  touch  with  your  local 
IBM  General  Systems  Vl^Vk^ 
Division  office.  ^  Jp  Jrli 


Big  companies  are 
using  small  computers,too. 


There  are  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Imperial  Bank  of  Commerce-over 
$22  billion  (Canadian)  strong-has  been  involved  in 
worldwide  energy  development  for  years.  And  we 
are  stepping  up  our  involvement. 

We  participated  m  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considering. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electric  com- 
plexes, from  Norway  to  the  Near  East.  As  'The  Ideas 
Bank;  good  ideas  are  our  stock  in  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Impenal  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  willing 
to  listen.  'The  Ideas  Bank: 


^ 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office  -  Commerce  Court,  Toronto  M5L  1A2.  Canada  New  York  Agency  22  William  St ,  N  Y  10005  •  (212)  344-3801 
Over  1,650  branches  in  Canada,  branches  or  representative  offices  in  major  business  centres  worldwide 


(although  not  up  to  Beverly  Hills 
standards).  But  they  rent  for  no  less 
than  $30,000  a  year! 

The  Saudi  authorities  recently  had 
a  mild  shock.  They  appropriated  mon- 
ey to  build  100,000  homes  and  they 
wanted  them  built  fast.  Imagine  their 
disappointment  when  they  found  there 
was  no  single  U.S.  builder  who  cotdd 
handle  a  contract  like  that.  This  sur- 
prised the  Saudis.  They  thought 
Americans  could  do  anything. 

Americans  who  worry  about  the 
future  of  the  international  oil  com- 
panies should  keep  in  mind  how  bad- 
ly the  Saudis— and,  to  a  lesser  degree, 
the  Iranians— need  what  Big  Oil  has 
to  oflFer.  Saudis  and  Iranians  have 
their  hands  full  trying  to  spend  their 
money  sensibly;  to  earn  it,  they  will 
need  the  refineries,  the  marketing  net- 
works and  the  general  technology  of 
the  oil  companies. 

Aramco  is  a  case  in  point.  The 
Saudi  government  wants  to  own  100% 
of  its  oil  properties  within  the  king- 
dom, but  it  does  not  threaten  Aramco 
itself  with  takeover.  What  is  Aramco 
without  its  wells?  In  itself  it  is  only  a 
framework,  but  that  framework  can 
call  upon  the  immense  resources  of 
its  parents— Exxon,  Texaco,  Standard 
Oil  of  California  and  Mobil.  The  high- 
ly respected  Saudi  Minister  of  Plan- 


ning, Hisham  Nazer,  has  called 
Aramco  "this  unique  resource,"  and 
his  government  is  asking  Aramco  to 
become  a  kind  of  general  contractor 
for  such  things  as  city  planning  and 
building  electric  power  grids.  For  a 
fee,  of  course. 

The  fact  that  far  fewer  plants  get 
under  way  than  are  announced  proves 
in  part  that  the  Middle  Easterners 
are  not  as  naive  as  some  people  may 
think.  Individual  Saudis  and  Iranians 
may  throw  their  wealth  around  in 
vulgar  fashion,  but  as  people,  they 
have  a  very  ancient  sense  of  the  val- 
ue of  money.  They  won't  be  taken  to 
the  cleaners  if  they  can  help  it.  In 
fact,  they've  hired  experts  to  check 
the  bids.  Inexperienced  contractors 
bidding  on  the  14,000  miles  of  roads 
Saudi  Arabia  plans  to  build  are  dis- 
mayed to  find  they  are  up  against  not 
Saudis,  but  the  respected  U.S.  engi- 
neering firm  of  Wilson  &  Murrow 
representing  the  Saudis.  "Unfair," 
complained  a  New  York  contractor. 
"They  all  cry  like  that,"  said  a  smiling 
Wilson  &  Murrow  man. 

Where,  then,  does  the  fantastic 
$140-billion  Saudi  development  plan 
come  in?  Or  the  Shah's  dream  of  mak- 
ing Iran  a  great  power?  The  Saudi 
plan,  for  example,  envisions  just  five 
years  to  build  two  entirely  new  indus- 


Dr.  Fayes  I.  Badr,  Saudi  Arabia's 
Deputy  Minister  of  Planning,  poses 
proudly  before  a  computer  terminal 
in  Riyadh.  But  such  trappings  of 
modern  industry  as  a  handful  of  ed- 
ucated technicians  and  computer 
consolesdo  nota  modern  nation  make. 


WE  DON'T 

JUST  CONTAIN 

OURSELVES. 


Sure,  we're  the  worlds  biggest  manufacturer 
of  pzant  cans. 

But  paint  cans  are  just  a  drop  in  the  bucket 
when  you  consider  that  we  make  more  than 
1,000,000  metal  containers  a  day. 

Surprised?  \bu  shouldn't  be.  Matter  of  fact, 
we  make  contaaners  for  some  of  the  leading  brands 
of  charcoal  lighter  fluid.  And  it's  likely  the  furniture  polish  you  buy  comes  in  the 
spray  cans  we  make. 

Just  as  a  lot  of  things  are  m  our  containers,  we're  in  a  lot  of  things  ourselves. 
Take  adhesives,  for  instance.  And  sealants.  Intermediates  for  agricultural  chemicals, 
too.  And  we're  the  world's  biggest  producer  of  saccharin,  the 
substitute  sweetener. 

There's  just  no  contguning  us. 

©  —  1976  The  Sherwin-Williams  Company 
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HOW  a    tree 
Checking  Account 
can  actually  lose 
you  $500  a  year 

Announce  expansion  of  only  bank  plan 
in  U.S.  that  allows  both  checks  and 
top  interest  at  same  time 

Millions  of  Americans  today  consider  them- 
selves lucky  to  have  a  so-called  "free" 
checking  account.  But  what  they  don't 
realize  is  that  many  are  actually  letting 
$100,  $300,  even  $500  or  more  in  hard 
cash  slip  through  their  fingers  every  year. 
This  is  because,  although  the  checks  are 
free,  their  account  isn't  earning  them  one 
cent  in  interest. 

But  now  there's  a  unique  bank  plan,  the 
only  nationwide  plan  of  its  kind,  that  not 
only  gives  you  free  checks  but  pays  you 
guaranteed  maximum  rate  interest  on  all  the 
money  now  lying  idle  in  your  checkbook. 
Accountholders  can  write  free  checks  on 
credit  against  the  entire  account  while  the 
interest  is  compounded  daily. 

Like  a  free  checking  account  that 
pays  highest  savings  account  inter- 


est. There  are  no  check  qt  service  charges, 
and  because  of  a  free  repajTnent  period,  the 
account  can  be  used  just  like  a  completely 
free  checking  account  with  no  minimum 
balance  required. 

The  accounts  are  exclusive  to  Citizens 
Bank  &  Trust  Co.  in  suburban  Chicago,  a 
bank  in  the  one-third  billion  dollar  class 
with  exceptional  reserves  and  F.D.I.C. 
insurance.  All  transactions  are  by  postage- 
free  mail. 

A  bank  spokesman  reports  that  people 
with  "United  Security  Accounts"  earn  as 
much  as  $100,  $500  or  more  extra  interest 
every  year,  even  though  they  can  still 
write  checks  up  to  their  full  balance.  Orus 
confidential  bank  account  does  the  work 
of  both  savings  and  checking. 

Although  "U.S.A."  accounts  are  now 
held  by  80,000  depositors,  new  accounts 
have  only  been  available  at  limited  inter- 
vals, mainly  to  persons  recommended  by 
present  accountholders.  Now  the  bank 
says  it  will  release  a  block  of  new  accounts 
without  recommendation. 

During  this  limited  application  period, 
anyone  interested  is  invited  to  send,  with- 
out obligation,  for  a  free  booklet  describing 
the  special  advantages  of  these  accounts. 
The  convenient  coupon  below  should  be 
sent  without  delay. 
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---------  FREE  BOOKLET  COUPON 

Howard  S.  Hadley,  U.S.A.  Director 
Citizens  Bank  &  Trust  Co.,  Dept.  FO-01 
(Park  Ridge)  Chicago,  III.  60666 

Please  mail  me  my  free  booklet  with  full  information  on 
how  I  can  use  a  "United  Security  Account"  like  a  free 
checking  account  that  pays  highest  savings  account  interest. 

NAME 
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Assets  Over  One-Third  Billion  Dollars 


^«i 
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GROWTH... 

GROWTH...         ->^ 

GROWTH...      ^ 

Another  great  quarter  for  MAPCO.  Sales  and 
revenues  of  $325  million  for  the  12  months  ended 
September  30,  1975,  were  up  50%  over  the 
comparable  period  a  year  ago.  Net  income  of 
$46,779,527  was  up  62%  for  the  same  period. 

To  learn  more  about  this  scrappy  little  pipeline 
company  that  became  a  substantial  diversiHed 
energy  company,  write  for  our  latest  report. 

mapco 

m  INC. 

1437  S.  Boulder  Ave. 
Tulsa,  Oklahoma  74119 

SYMBOL  MDA 
NYSE  •  MWSE  •  PSE 


trial  areas,  one  on  each  coast,  furnish- 
ing them  with  refineries  and  plants 
fed  from  the  oilfields  or  the  gas-gath- 
ering facihty.  There  is  only  sand  in 
these  areas  today.  The  plan  calls  for 
desalination  plants,  electric  power  , 
systems,  schools,  health  facilities, 
ports,  roads,  streets,  houses  and  the 
wonders  of  color  television. 

Sure,  the  plan  is  rmrealistic.  It  will 
not  be  totally  implemented  in  five 
years  or  even  in  ten  years— if  ever.  But 
it  gives  the  Saudis  something  worth- 
while to  spend  their  money  on.  It 
gives  them  a  goal.  And  this  is  very  im- 
portant. Everyone  knows  that  the 
Saudis  do  not  really  need  that  $28 
billion  a  year,  and  that  many  of  them 
would  be  much  happier  with  half  that 
amount.  To  help  OPEC  absorb  the 
reduction  in  demand  for  oil,  Saudi 
Arabia  last  year  cut  production  from 
8.5  million  barrels  a  day  to  7  million; 
but  unlike  Iran,  Saudi  Arabia  is  feel- 
ing no  pain.  It  probably  would  feel 
no  real  pain  at  3  million  barrels— but 
the  oil-using  countries  would. 

Reality  And  Choice 

Quite  obviously,  the  Saudis  are  in  a 
pinch.  If  they  were  to  cut  back,  they 
would  risk  serious  pressure  from  the 
outside— paratroopers  even,  as  Henry 
Kissinger  once  delicately  hinted.  Nor 
can  the  Saudis  afford  to  alienate  the 
U.S.,  whose  support  and  help  they 
need  against  radicals  within  the  Arab 
world.  Since  the  world  needs  the  oil 
—badly— the  path  of  prudence  for  the 
Saudis  is  to  pump  the  oil.  In  that 
context  the  five-year  plan  makes  geo- 
political sense  even  if  it  doesn't  make 
economic  sense.  In  Iran  the  problem  is 
somewhat  different:  There  is  scarcely 
enough  money  to  go  around.  But  in 
another  sense,  the  problem  is  the 
same— to  spread  the  money  around  in 
a  way  that  will  ensure  the  stability 
of  the  country  and  the  preservation 
of  the  ruling  dynasty. 

Observes  Dow's  Carl  Gerstacker, 
"Probably  the  most  eflBcient  thing 
would  be  not  to  build  there.  But  the 
supply  [of  raw  material]  may  be  lim- 
ited. If  you  want  supplies,  you  have 
to  cooperate  with  their  desires." 

Industrialization  satisfies  a  deeply 
felt  need  for  people  who  were  left  be- 
hind in  the  Industrial  Revolution.  The 
urge  for  industrialization  provides  the 
Middle  Eastern  nations  with  a  strong 
motive  for  keeping  the  oil  flowing 
rather  than  saving  it  or  using  it  for 
political  purposes. 

The  new  Aladdin  dreams  eagerly 
of  smokestacks  and  generators  and 
highways  and  computers.  To  West- 
erners, already  entering  a  postindus- 
trial  phase,  this  may  not  sound  very 
appealing,  but  to  Middle  Easterners 
it  is  the  very  heart  of  romance.  ■ 
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General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  05904 


Over  a  billion  flashes - 
that's  a  lot  of  shots 
with  Blue  Dots. 

More  pictures  are  taken  with 
Sylvania  Blue  Dot™  flash  prod- 
ucts than  any  other  brand. 

GTE  Sylvania  invented  the 
flashcube  back  in  1965,  and  it  was 
a  lightning  success.  For  the  first 
time,  people  could  snap  four  flash 
pictures  without  changing  bulbs. 
Then  we  invented  the  Magi- 
cube,  the  first  flashcube  that 
worked  without  flash  batteries. 
Today  our  flash  products  in- 
clude Hi-Power  flashcubes, 
Flash  Bars,  and  the  new  Flip 
Flash  that  gives  the  photog- 
rapher eight  flashes. 

To  23  million  people  GTE  is 
the  phone  company.  But  we're  al- 
so GTE  Sylvania— and  that  makes 
us  the  world  leader  in  flash  prod- 
ucts, with  a  production  of  over  a 
billion  flash  units  a  year. 

Enough  to  take  half-a-dozen 
pictures  of  every  American. 
In  a  flash. 


SFE  R^Y=^^\/ICKERS 

First  in  fluid  pouier 
uiorldiuide. 


Fifty  years  ago  Harry  Vickers  invented  the  first  efficient 
low-cost  high-pressure  pump  for  hydraulic  control  systems. 
Tbday  Sperry  Vickers  is  the  world's  largest  manufacturer 
of  hydraulic  pumps  and  valves,  outperforming  the  industry 
in  profitability  and  leading  in  product  development  and 
modem  manufacturing  capability. 

Sperry  Vickers:  Number  One  in  fluid  power  for  the 
machinery,  mobile  equipment,  aerospace  and  marine 
markets.  One  example  of  Sperry  leadership  in  businesses 
with  a  future.  For  more  information,  write:  Sperry  Rand 
Corporation,  1290  Avenue  of  the  Americas,  New  York, 
N.Y.  10019. 
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SPERRY  RAND  CORPORATION 
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Pioneer  in  guidance  and 
control  systems. 

In  1911  Elmer  Sperry  demonstrated  his  gyrocompass  on 
the  V.S.S.  Delaware,  one  of  the  first  useful  applications  of 
that  scientific  curiosity,  the  gyroscope.  Tbday,  Sperry 
division's  expertise  also  includes  electronics,  microwaves, 
radar  and  systems  management.  In  the  past  five  years, 
selective  specialization  in  government  projects,  and  a 
growing  commercial  business,  has  produced  steady 
revenue  and  profit  growth. 

Sperry  division:  a  pioneer  in  navigation,  guidance 
and  control  devices.  One  example  of  Sperry  leadership 
in  businesses  with  a  future.  For  more  information,  write: 
Sperry  Rand  Corporation,  1290  Avenue  of  the  Americas, 
NewYork,  N.Y.  10019. 
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From  Chaos, 
Order 

"Disorderly"  is  the  best 
word  for  how  Avnet  was 
put  together.  Simon  Sheib 
is  making  it  orderly— and 
profitable. 

Would  you  call  Chairman  Simon 
Sheib  of  Avnet,  Inc.  lucky,  because  of 
what  he  inherited?  Or  able,  because 
of  what  he  did  with  his  inheritance? 

The  company's  founder,  the  late 
Lester  Avnet,  was  an  acquisitor-con- 
glomerator  in  the  tradition  of  the 
Roaring  Sixties.  An  ebullient,  strong- 
willed  man,  he  built  the  company  by 
over  a  dozen  acquisitions  scattered 
across  the  electrical  and  electronics 
fields  using  a  healthy  amount  of  con- 
vertible preferred  stock— "Chinese 
money,"  as  it  was  impolitely  called. 
But  Lester  Avnet's  long  illness  and 
death  in  1970  coincided  with  a  two- 
year  drop  in  its  profits  of  nearly  half, 
and  the  collapse  of  its  stock  price 
from  43  to  7.  The  company  seemed 
headed  for  the  usual  miseries  of  such 
hastily  stitched-together  ventures. 

It  avoided  most  of  those  miseries 
thanks  to  Simon  Sheib,  who  took 
charge  in  1970  and  who  was  practic- 
ing law  in  Manhattan  when  he  be- 
came Avnet's  general  counsel  in  1966. 
Sheib's  first  bind,  with  earnings  down, 
was  a  shortage  of  cash.  To  conserve 
it,  he  cut  some  payments  on  the  com- 
pany's preferred.  This  riled  the  direc- 
tors, who  with  their  families  still  hold 
most  of  the  preferred,  issued  in  pay- 
ment for  their  companies.  Quips 
Sheib:  "I  told  them  I  made  million- 
aires out  of  them.  Of  course,  they 
used  to  be  multimillionaires." 

Actually,  for  all  its  hasty  putting 
together,  Avnet  had  some  strengths. 
Over  half  the  companies  Lester  Avnet 
had  bought  were  distributors  of  elec- 
tronic or  electrical  parts.  Most  were 
undercapitalized  regional  operators. 
By  stringing  them  into  a  national 
chain  and  spending  millions  on  com- 
put(!rizing  the  warehouse  system, 
Sheib  turned  Avnet  into  the  largest 
independent  distributor  in  its  field. 
Where  most  such  chains  get  only  tiny 
percentages  of  their  markets  {see 
story,  p.  44),  last  year  Sheib's  elec- 
tronic group  got  28*,  vs.  16%  for  its 
top  competitor.  The  rest  of  the  busi- 
ness is  split  among  more  tluin  100 
other  regional  operators. 

By  computer-monitoring  inven(oii<  • 
daily  and  by  charging  for  special  s«  i 
vices,    Sheib    had    hoped    to    cushion 
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profits  when  business  got  bad,  as  it 
did  last  year.  He  was  only  partly  suc- 
cessful. True,  the  electronic  group's 
volume  fell  only  8%  last  year,  to  $206 
,  miUion,  vs.  15%  to  20%  for  the  elec- 
tronic industry.  But  its  profits  dropped 
17%,  to  $10  miUion,  and  companywide 
profits  8%,  to  $1.90  a  share. 

Sheib  has  also  grouped  the  rest  of 
the  Lester  Avnet-acquired  compa- 
nies into  product-line  operations  and 
is  expanding  their  sales  catalogs.  Spe- 
cifically, he  is  building  up  his  small 
wire  and  cable  business  ($123-mil- 
lion  sales)  by  concentrating  on  mar- 
kets where  big  competitors  like  Gen- 
eral Electric  are  weak— for  example, 
private-label  extension  cords  for  mass 
merchandisers  like  J.C.  Penney.  He  is 
also  expanding  a  mining  cable  plant 
on  the  West  Coast,  near  the  west- 
ern coal  fields,  that  will  have  a  price 
advantage  over  other  manufacturers 
that  must  ship  cables  from  their 
plants  in  the  East. 

Sheib  is  also  putting  together  a 
chain  of  franchised  distributors  to 
peddle  Avnet-made  ignition  parts  to 
gas  stations.  By  using  Avnet's  distri- 
bution expertise,  he  hopes  to  make 
money  selling  at  lower  prices  than  the 
competition. 

A  major  hope  for  the  future  is 
Avnet's  hi-fi  business.  For  years  Avnet 
was  the  U.S.  distributor  of  the  famed 
Garrard  record  changers,  made  by 
England's  Plessey,  and  Wharfedale 
speakers,  made  by  Rank  Organisation. 
But  in  1974  both  terminated  their 
Avnet  distribution  contracts. 

Sheib  quickly  set  up  two  groups  of 
engineers  to  design  his  own  record 
changers  (B.I.C.)  and  loudspeakers 
(B.I.G.  Venturi).  The  record  changer 
has  gotten  top  ratings  in  various  trade 
magazines  and  in  Consumer  Reports. 
It  cost  less  than  $10  million  to  float 
the  venture,  and  Sheib  claims  Avnet 
is  selling  more  units  than  it  did  with 
Plessey  and  Rank. 

To  get  more  hi-fi  business,  Sheib 
this  year  may  make  his  first  acquisi- 
tion. Most  likely  target:  Lafayette 
Radio  Electronics,  the  $91-miUion  re- 
tail and  wholesale  distributor  of  con- 
sumer audio  equipment. 

This  fiscal  year  (ending  June  30) 
Avnet  is  expected  to  make  at  least 
$2.30  a  share,  up  21%,  on  nearly  $600 
million  sales;  it  made  over  half  that 
in  the  first  six  months.  And  no  one 
is  happier  about  it  than  Simon  Sheib. 
For  each  penny  in  per-share  net, 
Sheib  gets  $-1,000  added  to  his 
$200,000  base  salary.  At  $2.30  a 
share,  he  would  make  $430,000,  put- 
ting him  among  the  50  highest-paid 
executives  in  U.S.  industry.  Perhaps 
Sheib  was  lucky  with  his  inheritance, 
but  he  certainly  has  every  reason  to 
,  improve  on  it.  ■ 


B^liPS^ 


'=^^UNIVAC 

Outperforming  computer 
industrv  auerages. 


Within  the  past  five  years,  Sperry  Univac  has  outperformed 
worldwide  computer  industry  averages  in  both  revenue 
and  pretax  profit  growth.  Commercial  revenues  grew  at  a 
20%  compound  annual  rate  from  fiscal  1971,  while  our 
installed  base  value  rose  22%  per  year. 

Sperry  Univac:  $1.3  billion  in  computer  revenue,  and 
growing.  One  example  of  Sperry  leadership  in  businesses 
with  a  future.  For  more  information,  write:  Sperry  Rand 
Corporation,  1290  Avenue  of  the  Americas,  New  York, 
N.Y.  10019. 
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^[SE\N  HOLLA^D 

Reuolution  in  tlie  iiavffieid. 


Sperry  New  Holland  revolutionized  haymaking  in  the  1940s 
with  the  world's  first  automatic  baler.  By  specializing  in 
harvesting  and  materials  handling  equipment,  we  have 
become  the  fifth  largest  farm  equipment  manufacturer 
worldwide,  and  in  the  past  decade  have  outperformed  the 
industry's  largest  manufacturers  in  revenue  and  profit 
rate  of  growth. 

Sperry  New  Holland:  Number  One  in  specialized  farm 
equipment,  and  growing.  One  example  of  Sperry  leader- 
ship in  businesses  with  a  future.  For  more  information,  write: 
Sperry  Rand  Corporation,  1290  Avenue  of  the  Americas, 
New  York,  N.Y.  10019. 
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Parts  For  All  Seasons 

Here's  an  industry  few  people  are  aware  of 
but  that  is  growing  by  leaps  and  bounds. 


Your  Perfection  Tooling  widget-part- 
maker  has  just  broken  down,  and 
your  PT  salesman  says  the  parts  you 
need  are  out  of  stock.  Each  hour  the 
machine  is  down  is  costing  you  $100 
in  lost  production.  Soon  you'll  have 
to  turn  off  another  machine,  which 
needs  the  components  the  first  one 
makes.  But  all  is  not  lost.  Though 
it's  8  p.m.,  you  call  your  local  indus- 
trial distributor  at  the  home  number 
he  has  given  you.  He  promises  to 
call  back  in  ten  minutes.  The  parts 
you  need  are  out  of  stock  in  the  re- 
gional warehouse,  but  the  central 
computer  has  located  them  in  another 
warehouse  halfway  across  the  coun- 
try. They  will  be  airshipped  tomor- 
row and  you'll  have  them  by  noon. 
The  next  day,  at  11:45,  the  salesman 
arrives  with  your  parts.  He  helps  set 
up  the  machine  again,  and  readjusts 
some  gears  so  next  time  the  parts 
won't  wear  out  so  fast. 

For  that,  you'd  gladly  pay  the  $150 
he  charges  instead  of  the  manufac- 
turer's price  of  $100,  wouldn't  you? 

Of  course.  And  so  would  the  man- 
agers of  thousands  of  plants,  fleets, 
cafeterias,  schools,  hospitals,  dams 
and  other  facilities  that  need  parts, 
maintenance  and  repairs.  The  vast 
majority  of  them  are  too  small  to  call, 
say,  Timken  Co.:  "Please  send  me 
four  No.  3982  bearings,  fast."  They 
buy  from  indiostrlal  distributors.  But 
most  industrial  distributors  are  single- 
warehouse  operations  and  like  as  not 
would  carry  in  stock  only  the  faster- 
moving  No.  3980  bearings.  That  is, 
until  recently. 

Although  the  individual  orders  are 
usually  quite  small,  this  is  no  peanut 
of  an  industry.  It  handles  ball  bear- 
ings, hose  clamps,  small  engines,  lu- 
bricants, tennis  court  coatings,  fan 
belts,  key  blanks  and  even  roach  kill- 
ers.   American    industry    spends    $40 


billion  a  year  buying  maintenance  and 
replacement  parts  for  its  increasing- 
ly complex  machines  and  equipment. 
A  substantial  portion  of  this,  $26  bil-r 
lion  perhaps,  is  channeled  not 
through  the  manufacturers  but 
through  independent  distributors.  As 
the  business  grows  bigger  and  more 
complex,  however,  the  number  of 
such  distributors  is  shrinking.  A  de- 
cade ago  there  were— according  to 
Industrial  Distribution  magazine— 
7,600  such  distributors;  now  there  are 
only  6,500.  What  is  happening  is  that 
although  sales  are  growing  at  8%  a 
year,  the  smaller  firms  are  disappear- 
ing, often  through  acquisition  by  the 
bigger  ones.  Large  chain  distributors, 
although  they  now  control  only  about 
5%  of  the  independents'  market,  are 
by  far  the  fastest  growing  segment. 

Every  one  of  the  chains  listed  be- 
low uses  an  elaborate  computer  sys- 
tem to  keep  track  of  its  inventories 
in  precise  detail.  Shipping  articles 
cross-country  from  warehouse  to 
warehouse  and  then  to  the  customer 
in  a  matter  of  hours  is  a  regular  busi- 
ness procedure.  But  service  means 
more  than  that.  Many  salesmen  func- 
tion almost  like  country  doctors. 
"These  guys  are  trained  to  call  on  the 
maintenance  foreman,"  says  one  fol- 
lower of  the  industry.  "In  some  lines, 
much  of  what  they  sell  is  small  enough 
not  to  need  authorization  from  up 
top,  so  they  don't  waste  time  with 
the  purchasing  department." 

Buying  Your  Way  In 

This,  intimate  relationship  between 
buyer  and  seller  is  one  reason  many 
of  the  chains  started  out  by  acquiring 
established  businesses.  Motion  Indus- 
tries, for  example,  made  five  acquisi- 
tions in  1973,  helping  to  raise  its  sales 
from  $29  million  in  1972  to  close 
to  $80  million  for  1975.  In  most  cases. 


the  chains  started  as  specialists  and 
then  began  branching  out.  Premier 
Industrial,  for  example,  began  as  a 
seller  of  automotive  parts.  But  now 
Premier  has  14  completely  separate 
divisions,  each  with  its  own  sales 
force,  serving  distinct  markets,  from 
J.I.  Holcomb  Manufacturing,  which 
sells  cleaning  agents,  brushes,  insecti- 
cides and  the  like,  to  Certanium  Al- 
loys &  Research  Co.,  which  sells 
welding  electrodes,  brazing  alloys, 
solders  and  other  welding  aids. 

Some  such  acquisitions— though  not 
Premier's— have  attracted  questions 
from  the  FTC  or  the  Department  of 
Justice,  although  they  ultimately  reg- 
istered no  objections.  But  even  the 
largest  companies  in  this  field  are  still 
so  small  in  relation  to  the  market  that 
they  can  find  new  geographic  terri- 
tory without  encroaching  on  govern- 
ment ideas  of  fairness.  Moreover,  as 
the  companies  grow  bigger  and  bet- 
ter known,  acquisitions— except  for 
ventures  into  new  markets— become 
unnecessary. 

As  the  figures  below  show,  this  is  a 
profitable  enough  business  to  finance 
expansion  without  resort  to  mergers 
or  debt:  Return  on  equity  ranges  from 
17%  to  30%  among  the  companies 
listed  here.  They  seem  to  have  found 
an  ideal  market:  In  a  recession,  peo- 
ple tend  to  repair  machines  rather 
than  replace  them,  and  they  also 
make  repairs  that  might  be  postponed 
in  more  prosperous  times.  On  the  oth- 
er hand,  during  a  boom  the  base  of 
capital  equipment  requiring  parts  and 
maintenance  is  expanding  and  busi- 
nesses are  more  willing  to  spend. 

So  far  Wall  Street  has  paid  scant 
attention  to  most  of  these  compa- 
nies. Although  getting  bigger  fast, 
they  are  still  small,  and  much  of  their 
stock  is  closely  held.  By  and  large, 
they  are  headquartered  outside  New 
York  City  in  the  Midwest  or  the 
Southeast,  and  their  products  are 
things  most  white-collar  people  never 
think  about.  Which  perhaps  explains 
why  Wall  Street  doesn't  consider  them 
growth  stocks  in  spite  of  their  impres- 
sive growth.   ■ 
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Industrial  Distributors 

Latest  12 

Price/ 

Est.  1975 

Return 

5-Yr.  Sales 

Shares 

Recent 

Mos.  Earns. 

Earnings 

Sales 

on 

Growth 

Outstanding 

Shares 

Company 

Price 

Per  Share 

Ratio 

(millions) 

Equity 

(ann.  avR.) 

(millions) 

Closely  Held 

Bearings,  Inc. 

22 

$2.16 

10 

$180* 

16.9% 

14% 

4.0 

20% 

Curtis  Noll 

15 

2.37 

6 

120 

18.8 

14 

2.3 

16 

W.W.  Grainger 

28 

1.27 

22 

325 

16.5 

17 

14.0 

28 

Kar  Products 

15 

1.53 

9 

30+ 

29.1 

20 

1.7 

67 

Lawson  Products 

19 

1.10 

17 

40 

29.7 

28 

3.3 

45 

Motion  Industries 

18 

1.47 

12 

80 

19.0 

33 

19 

35 

Premier  industrial 

11 

1.43 

8 

165++ 

18.0 

10 

6.9 

64 

*Actual,  year  ended  June  30. 

jActual,  year  en 

ded  Nov.  30. 

ttActuol,  year 

ended  May  31 
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Measure  your  roll  towel  leftovers         \ 
and  see  how  many  hand-dries  you  can  save 
with  the  new  Commander  FCabinet. 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  700-foot  roll  while  the  stub  roll- 
up  to  3V2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  830  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  ■ 


The  >A^ste  V\^tchers. 
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Key 


Agents  of  The  Home 
give  you  that 
''Something  Extra" 
for  your  money. 


There  is  a  difference  in  insurance 
—and  it  pays  to  be  aware  of  it. 

Some  people  buy  on  price  alone, 
or  from  an  in-law,  or  through  a  store 
that  retails  insurance  along  with 
other  products. 

Others— the  smart  buyers— insist 
on  a  person-to-person  relationship, 
the  kind  of  involved  service  that  is  so 
vital  at  the  time  of  a  loss. 

That's  the"Something  Extra"for 
your  money  that  you  get  from  any 
one  of  7,000  handpicked  Home  Key 
Agents.  They're  professionals  perform- 


ing personal  service,  providing  the, 
right  kind  of  insurance  coverage  at 
the  right  price,  helping  settle  claims 
promptly  and  in  other  ways  demonstrat- 
ing  their  deep  personal  commitment. 

Talk  to  a  Key  Agent  of  The  Home. 
He'll  show  you  that  there  is  a  differ- 
ence in  insurance,  and  that  you  can 
get  "Something  Extra"  for  your  money. 

Write  to  Customer  Service,  The 
Home  Insurance  Company,  59  Maiden 
Lane,  New  York,  N.Y.  10038  for  the 
names  of  Key  Agents  in  your  area  — 
or  look  in  the  Yellow  Pages. 


The  Home 
^Insurance 
Company      I  fl 

ACity  Investing  Company  I       ^ 

Home  Key  Agents  give  you  that  ''Something  Extra" 


Omaha,  Nebraska:  < 

^  Home  Key  Agent  Dan 

Loring  of  the  Foster- 
Barker  Company  acted 
,  immediately  to  make  sure 
a  tornado-destroyed 
school  was  rebuilt  fast. 
Three  weeks  after  the 
tornado  struck,  he 
delivered  Home's  check 
■      for  $1,218,000  to  the 

school,  lust  three  months 
later,  Westgate  Elementary 
reopened  its  doors  to  500 
happy  kids. 


Rockvi lie  Centre,  N.Y.: 

Home  Key  Agent  Bob 
Dowler  of  The  Dowler 
Agency  was  driving  to  his 
home,  passing  through 
Hempstead,  Long  Island 
He  heard  the  fire  alarm, 
responded  and  found  it 
was  the  high  school  he 
insured.  An  ex-volunteer 
fireman,  Dowler  checked 
with  the  chief,  and  for 
the  next  6  hours,  fought  the 
flames  with  other  firemen. 


■    I,  ^...u  - •■— * 
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Hat  rwiakes  A  Hot  Stock? 


In  this  case,  a  well-told  tale— but  a  true  one. 


One  smart  move  Richard  Madden 
made  after  becoming  president  of 
Potlatch  Corp.  four  years  ago  was  to 
hire  Robert  Wulf  as  his  financial  pub- 
lic relations  man.  Wulf,  with  ten 
years  at  Smith,  Barney,  was  a  top 
Wall  Street  forest  products  analyst. 
Since  he  joined  Potlatch  19  months 
ago,  its  stock  has  soared  from  30  to 
50.  Is  it  all  Wulf's  doing?  Of  course 
not.  It  took  a  vogue  for  forest  prod- 
ucts stock  to  get  Potlatch  off  the 
ground.  But  Wulf  gave  the  stock  a 
strong  helping  hand.  "He  knows  what 
analysts  need  to  know  and  makes  the 
information  available,"  says  one. 

Potlatch  was  long  known  as  the 
other,  and  not-so-well  managed,  Wey- 
erhaeuser company.  It  was  founded 
by  the  same  Frederick  Weyerhaeuser, 
is  45%-owned  by  Weyerhaeuser  inter- 
ests and  has  four  family  board  mem- 
bers. Like  Weyerhaeuser  Co.,  Potlatch 
is  timber-rich,  which  intrigues  inves- 
tors (Forbes,  Sept.  15,  1975). 

Turning  a  disadvantage  into  an  ad- 
vantage, financial  relations  man  Wulf 
used  the  fact  that  Potlatch  had  been 


a  laggard  company  to  sell  it  as  a 
"turnaround"  situation.  He  empha- 
sized its  relatively  small  capitalization 
(one  share  of  stock  outstanding  for 
every  1.8  acres  of  treed  land,  vs.  only< 
0.04  acres  for  Weyerhaeuser).  He 
talked  of  Potlatch's  previous  failure  to 
exploit  its  forests  intensively  and  said 
all  that  was  changing. 

Under  Dick  Madden,  a  former  Mo- 
bil Oil  vice  president,  Potlatch  was  in- 
deed a  turnaround  situation.  He  soon 
began  dumping  his  predecessor's  ex- 
cess baggage,  including  a  modular 
building  company  and  a  foreign  lum- 
ber operation.  The  divestitures  have 
so  far  cost  the  company  $9.3  million 
in  write-offs,  but  it  has  been  able  to 
concentrate  on  Potlatch's  1.3  million 
acres  of  low-cost  timber. 

When  Madden  arrived,  some  of 
that  acreage  was  on  a  70-year  cut- 
ting cycle  (20  to  40  years  is  more 
normal).  Madden  has  insisted  on  in- 
tensive forestry  much  as  George  Wey- 
erhaeuser did  ten  years  ago.  He  has 
also  found  ways  to  use  the  trees.  The 
company  is  well  into  a  $225-million 


expansion,  whose  biggest  project  is  a 
$150-million  Arkansas  mill  with  a 
capacity,  after  completion  in  1977,  of 
158,000  tons  of  pulp  and  bleached 
paperboard.  Even  if  the  plant  gets 
caught  in  a  packaging  downcycle, 
Potlatch  will  make  a  profit  from  the 
low-cost  timber  it  feeds  into  the  mill. 

In  Idaho,  where  Potlatch  has 
500,000  acres,  Madden  has  built  a 
$4.6-million  particleboard  mill,  two 
sawmills,  two  chipping  mills  and  an 
$8-million  plant  to  make  Plystran,  a 
new  plywood  core  using  wood  by- 
products. Says  he,  "The  fact  that  we 
have  fiber  in  abundance  and  in  a 
sense  haven't  made  appropriate  use  of 
it  offers  substantial  opportunities." 

To  finance  all  this,  last  year  Mad- 
den used  Potlatch's  strong  balance 
sheet  to  set  up  $125  million  in  bank 
credit.  He  also  sold  off  some  unre- 
lated plants  and  Arkansas  farmland. 

Meanwhile,  earnings  are  expected 
to  exceed  $4.50  a  share  this  year, 
down  27%  from  1974's  record  high  on 
slightly  higher  sales;  this  was  about 
average,  considering  the  state  of  the 
industry.  That  there  is  still  room  for 
improvement  is  one  of  the  things  that 
Wulf  emphasized. 

As  they  say:  If  you've  got  it,  flaunt 
it.  Potlatch  now  has  it.  Bob  Wulf  has 
been  successfully  flaunting  it.  ■ 


"Make  it  beautiful,  craft  it  lovingly,  and  stand  behind  it. 

People  will  love  it." 


A  simple  philosophy.  But  most  effective. 


Which  in  turn  would  allow  us  to  concentrate  on  the 


With  it,  we've  made  the  GMC  MotorHome  something  that       thing  we  wanted  most  to  offer  the  buyer:  quality. 


captures  the  imagination. . 

We  made  it  sleek.  We  made  it  low.  We  made  it  so  it 
would  slip  through  the  air  easily  and  handle  responsively. 
We  gave  it  front  wheel  drive.  And  tandem  rear  wheels. 
And  air  suspension.  But  that  wasn't  enough.  We  decided  to 
offer  it  in  a  series  of  special-edition  models.  Each  with  it%. 
own  special  color.  And  each  with  a  well  thought-out  interior 
.decor  that  combines  beauty  with  easy;  pleasant  living. 


Quality  supported  by  a  nationwide  dealer  network.  One 
stop.  For  everything. 

One  more  thing  we  have  to  offer.  A  handsome  4-color 
catalog  that  goes  into  a  lot  more  detail.  We'll  be  happy  to 
send  one  to  you.  Just  write  GMC  MotorHome  Headquarters- 
Drawer  9600-Dept.  602,  Lansing,  Michigan  48909. 

THE  MOTOR  HOME  FROM  GENERAL  MOTORS  lOMC 


All  Those 
Leaky  Diapers 

Some  of  the  U.S/  biggest  com- 
panies thought  they  could 
compete  with  P&G.  So  far, 
they're  wrong.  Very  wrong. 

When  Procter  &  Gamble  gave  the 
mothers  of  America  disposable  pa- 
per diapers  back  in  the  mid-1960s,  in 
what  was  to  become  one  of  the  great 
marketing  success  stories  of  recent 
memory,  it  was  as  if  the  Pied  Piper 
had  gone  tootling  through  the  execu- 
tive suites  across  the  land.  One  by 
one,  in  an  ever-swelling  multitude, 
Big  Business  rushed  to  wrap  baby's 
bottom  in  anything  other  than  cloth 
(Forbes,  Dec.  1,1970). 

It  was  an  awesome  spectacle:  The 
massed  might  of  corporate  giants  like 
Johnson  &  Johnson,  Kimberly-Clark, 
Colgate-Palmolive,  Georgia-Pacific,  In- 
ternational Paper,  Scott  Paper  and  re- 
cently even  Union  Carbide  spend- 
ing milbons  to  woo  mother  away  from 
P&G's  Pampers  at  the  supermarket. 

Today  the  baby-bottom  battle  rages 
on.  But  there  is  little  doubt  of  the 
outcome.  P&G  has  defended  most  of 
its  market  share  (roughly  two-thirds 
of  the  $650-million  disposable  diaper 
market)  like  Horatius  standing  alone 
at  the  bridge.  All  the  majors  except 
P&G  are  losing  heavily  on  diapers 
made  from  trees.  IP,  having  dropped 
something  like  $30  million  in  dispos- 
able diapers,  sanitary  napkins  and  tis-» 
sues,  has  already  surrendered.  "That 
fiasco,"  says  one  corporate  diaper 
man,  "was  almost  as  bad  as  du  Font's 
venture  into  Corfam."  Scott  Paper, 
twice  routed  after  spending  some 
$15  million  on  its  Baby  Scotts  and 
Raggedy  Ann  and  Andy  diaper  lines, 
has  regrouped  and  is  now  gingerly 
testing  the  domestic  waters  with  an 
"experimental"  bottom  bundler:  Scott 
Totts.  Only  Kimberly-Clark,  with  a 
17%  market  share,  and  more  recently 
Johnson  &  Johnson,  have  captured  po- 
tentially  viable   cribside  beachheads. 

It's  not  just  that  P&G  is  a  past 
master  at  marketing  tactics— which  it 
is.  A  major  part  of  the  problem  for 
would-be  competitors  is  technology. 
Would  you  believe  it  isn't  easy  to 
make  really  good  disposable  diapers? 
A  diaper  that  leaks,  as  any  mother 
(or  father)  will  tell  you,  is  not  a  good 
diaper.  Well,  sad  to  say,  Kimbies 
from  Kimberly-Clark  leaked.  Not  be- 
cause of  the  way  they  vy^ere  put  on 
baby,  but  because  of  the  way  they 
were    made.     Kimbies'    main    selling 


First,  disposables  are  better  than  cloth 

Then,  contour-fitted  disposables 

Now,  an  absorbency  contest 


point  had  been  that  they  were  con- 
tour-fitted to  fit  as  snugly  as  a  wet 
suit  around  baby's  bottom.  But  baby 
bottoms— like  all  other  bottoms— vary. 

So  it  was  back  to  the  drawing 
board  for  Kimberly-Clark  last  year 
as  some  mothers  dropped  Kimbies 
faster  than,  well,  faster  than  a  dirty 
diaper.  (It  was  cold  comfort  at  K-C 
diaper  research  that  P&G  had  also 
encoimtered  similar  problems  with  its 
contoured  line.  Neither  was  amused 
about  having  to  retool  its  high-speed 
diaper  machine  lines. ) 

Now,  another  thing  about  diapers 
that  the  3  a.m.  feed  set  is  quite  ada- 
mant about  is  dryness.  Rayon  is  the 
most  effective  material  for  lining  dis- 
posable diapers.  Why?  Because  when 
treated  it  lets  moisture  pass  through 
it  to  another  absorbent  layer,  yet  sup- 
posedly remains  dry  itself.  P&G's  Pam- 
pers and  Kimberly's  Kimbies  use  rayon 
liners,  and  dryness  and  absorbency  is 
a  key  selling  point.  Trouble  is,  there's 
a  potentially  serious  rayon  supply 
shortage  in  the  oflRng.  The  high  cost 
of  pollution  control  measures  and  lack 
of  profitability  are  forcing  producers 
to  consider  getting  out  of  the  busi- 
ness. FMC,  the  largest  producer,  is 
seeking  a  buyer  for  its  fiber  business. 


P&G  is  the  biggest  rayon  user;  and 
J&J's  new  diaper,  though  it  adds  some 
other  materials,  also  leans  on  rayon. 

So  there's  a  scramble  on  at  the  mo- 
ment to  find  a  rayon  substitute.  One 
chemical  treatment  being  experiment- 
ed with  is  carboxymethylcellulose,  a 
highly  absorbent  chemical  known  as 
CMC  in  the  trade.  Will  it  work?  Re- 
sults from  cribside  are  still  premature. 

But,  technical  problems  aside,  the 
crushing  blow  for  P&G's  would-be 
diaper  competitors  was  that  the  1974- 
75  recession  brought  the  disposable 
diaper  business  to  a  sudden,  grinding 
halt  after  four  y.^ars  of  25%-a-year 
growth.  In  the  first  half  of  1975  there 
was  even  a  small  decline  in  unit  sales. 

At  the  same  time,  the  industry  had 
to  raise  prices.  As  raw  material,  ship- 
ping and  labor  costs  soared,  dispos- 
able diaper  makers  raised  average 
prices  from  $10.80  to  $15.40  a  case 
over  the  last  two  years.  Mother  didn't 
like  that.  Says  one  diaper  man:  "She 
either  let  baby  stay  wet  longer  or 
she  whipped  out  the  old  cloth  diapers 
and  began  using  them  again."  It  seems 
that  over  a  third  of  all  disposable 
diaper  buyers  keep  a  stock  of  the  old 
cloth  variety  on  hand— just  in  case. 

Those  that  do  not,  use  a  little  old- 
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E.  F.  Hutton 
reconunends  27  stocks 

with  a  low  price 
and  a  lot  of  potential 

E.  F.  Hutton's  Research  Department  is  constantly  analyzing  the 
market  to  find  investments  which  offer  the  most  outstanding 
prospects  for  price  appreciation. 

Based  on  our  latest  research,  we  are  currently  recommending 
27  low-priced  stocks.  We  believe  these  stocks  are  undervalued 
and  offer  aggressive  investors  outstanding  opportunities  for  capital 
gains. 

These  27  stocks  are  analyzed  in  our  latest  research  report, 
which  is  one  more  example  of  our  continuing  commitment  to  serve 
you  through  our  Research  Department. 

To  get  your  copy  of  this  valuable  report,  just  fill  out  the 
coupon  and  mail  it  to  us. 

Gentlemen:  Please  send  me  your  latest  research  report,  "Scouting  the  Minor 
Leagues  Again,"  which  recommends  27  low-priced  stocks  for  aggressive  investors. 

Name 


Street 
City_ 


.State. 


.Zip. 


Home  Phone . 


.  Business  Phone . 


Hutton 


E.F.  Hutton  &  Company  Inc. 

One  Battery  Park  Plaza,  New  York.  N.Y.  10004 

(212)742-5000 


When  E.F.  Hutton  talks,  people  listen. 


'Feisty . . .  deep- reaching  ...  a 

liighly  diverting  account  off 

one  ffree  spirit's  reactions  to 

great  and  small  happenings." 

Saturday  Review 


Fact  A  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


fashioned  Yankee  ingenuity.  Last  year 
P&G  and  Kimberly  v^^ere  selling  over- 
night diapers  (more  absorbent,  nat- 
urally) for  a  little  more  than  daytime 
diapers.  Parents  started  using  P&G's 
noctvunal  product  all  day  long  and 
making  fewer  changes,  thereby  cut- 
ting their  Pampers  pLirchases  dov^oi  by 
some  30%  in  a  week's  time.  After  a 
few  months  of  that,  P&G  got  up  the 
nerve  to  jack  up  the  price  of  overnight 
Pampers  and  brought  out  a  new,  more 
absorbent  daytime  diaper.  At  a  high- 
er price,  of  course. 

Does  that  mean,  like  all  good 
things,  the  halcyon  days  of  disposable 
diapers  are  over?  Some  signs  of  a 
maturing  domestic  market  are  there. 
Last  year  the  only  way  P&G  was  able 
to  keep  its  rmit  volume  from  declin- 
ing was  to  resort  to  the  ginamicks  it 
uses  in  the  established  competitive 
soap  and  detergent  markets:  expen- 
sive coupons,  price-oflFs  and  specials. 
Although  P&G's  diaper  doUar  sales  in- 
creased some  10%,  that  was  entirely 
due  to  price  hikes.  Its  once-fat  mar- 
gins of  10%  to  12%  aftertax  were  cut 
to  around  8%  last  year. 

"From  here  on  in,"  predicts  John 
Starr,  an  independent  paper  and  dis- 
posable diaper  consultant,  "unit  sales 
of  disposable  diapers  should  grow 
more  in  Une  with  personal  disposable 
income  of  aroimd  5%.  Add  to  that 
price  increases  of  5%  to  7%  and  you 
get  a  market  growing  at  10%  to  12% 
through  1980."  That  assumes  that  dis- 
posable paper  diapers  will  capture 
around  75%  of  the  total  diaper  mar- 
ket, up  from  48%  or  so  today. 

Saturation 

From  the  mid-60s  to  1972,  P&G 
pumped  well  over  $100  milhon  into 
Pampers  and  then  enjoyed  a  more 
than  25%  aftertax  return  on  its  diaper 
investment  through  1974.  Competi- 
tors, lured  by  visions  of  that  return 
and  the  knowledge  that  the  baby 
population  will  increase  by  500,000 
by  1980,  now  face  not  only  a  market 
with  a  greatly  reduced  growth  rate, 
but  also  far  more  costly  start-up  and 
research  costs.  As  Bruce  Kirk,  paper 
analyst  at  Wertheim  &  Co.,  puts  it, 
"I  think  the  best  and  easiest  money 
has  already  been  made  by  P&G. 
When  Kimberly-Clark,  Johnson  & 
Johnson  and  the  others  finally  get  in 
there,  it  may  not  be  quite  the  big 
apple  that  they  thought  it  was." 

As  ever,  of  course,  there  is  the  over- 
seas market.  But  guess  who's  already 
over  there?  In  West  Germany,  where 
local  manufacturers  are  cranking  out 
a  crude  form  of  disposable  diaper  at 
7  cents  a  change,  there  is  savvy  Proc- 
ter &  Gamble  sitting  on  30%  of  thr 
West  German  market  with  Panipoi-s 
selling  at  13  cents  a  change.  ■ 
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Callii^Ear 


Wherever  in  the  world  jou 

do  business  a  station-to-station  call 

is  the  cheapest  way  to  get  there 


> 

station-to-station 

Person-to-person 

France 

Italy 

Germany 

$6.75 

$12.00 

Japan 

Australia 

Philippines 

$9.00 

$12.00 

United  Kingdom 

$5.40 

$9.60 

Station  rates  are  available  to  most  countries  of  the  Ra'es  quoted  are  3  mmute  daytime  rates  and  do  not  include  IHX 

world.  And  to  some  countries  you  can  save  even  more  when  you  call 

station-to-station  on  nights  or  Sunday  For  instance,  if  you  call  the 

United  Kingdom  nights  or  Sunday  it's  only  $4.05.  Collect  calls  are  usually 

accepted  only  at  the  person-to- person  rate.  Telephone  Company  credit 

cards  are  honored  for  calls  from  the  U.S.  to  all  countries.  Bell  Systsm 


You  Can't  Win  'Em  All 


In  buying  Gimbels^  did  British-American  Tobacco  make 
a  $200-million  mistake?  Maybe,  but  BAT  can  afford  it. 


A  SCANT  DECADE  AGO,  with  health 
warnings  buzzing  in  their  ears,  the 
smart  thing  in  the  tobacco  industry 
was  to  get  your  money  out.  No  one 
pursued  diversification  more  passion- 
ately than  British-American  Tobacco 
Co.,  Ltd.  (Brown  &  WiUiamson  in 
the  U.S.),  the  industry  giant  that  (not 
including  the  output  of  state  tobacco 
monopolies  hke  those  in  Russia  and 
China)  makes  nearly  every  fifth  cig- 
arette in  the  world.  Unfortunately, 
many  of  BAT's  acquisitions  were  un- 
fortunate—to put  it  mildly. 

After  unsuccessfully  wooing  H.J. 
Heinz,  BAT  soon  bought  into  cos- 
metics (Yardley,  Germaine  Mon- 
teil),  then  paper.  It  gobbled  up  de- 
partment stores  in  West  Germany, 
supermarkets  in  Wisconsin  (Kohl), 
Britain  and  Brazil,  and  Gimbels  and 
Saks  Fifth  Avenue  in  the  U.S.  That 
last  deal  alone  cost  BAT  $200  million, 
in  a  bidding  contest  with  New  York's 
Tisch  brothers. 

Empty  Growth 

In  just  four  years  BAT's  sales  near- 
ly tripled,  to  $5.5  billion  in  1975;  but 
profits  rose  only  76%  to  $1.10  a  share, 
giving  stockholders  17%  on  their  equi- 
ty compared  with  the  20%  regularly 
returned  by  both  Reynolds  and  Philip 
Morris. 

On  Apr.  1,  BAT  gets  a  new  boss, 
Argentine-bom,  British-educated  Pe- 
ter Macadam.  The  brusque  55-year- 


old  started  out  as  a  shift  supervisor 
in  a  Buenos  Aires  tobacco  plant.  In- 
terviewed in  his  small  and  plain-look- 
ing office  a  few  steps  away  from  the 
Houses  of  Parliament,  Macadam  told 
Forbes  that  BAT's  setbacks  to  date 
had  not  for  a  moment  soured  the  com- 
pany on  further  diversification  and 
acquisitions. 

"We're  not  licking  our  wounds. 
We're  digging  in  a  bit,  taking  stock 
and  preparing  to  move  forward."  The 
Gimbels  pvu-chase,  he  points  out, 
wasn't  all  bad:  Saks  Fifth  Avenue 
makes  a  Uttle  bit  of  money,  and  BAT 
picked  up  64  stores  in  all  for  less  than 
book  value.  For  the  not-too-distant 
future.  Macadam's  board  is  mulling  a 
name  change  to  something  less  to- 
bacco-y  and  a  probable  listing  on  the 
New  York  Stock  Exchange.  That  way, 
BAT  could  more  readily  use  its  stock 
to  buy  U.S.  companies. 

Meanwhile,  the  money  from  tobac- 
co keeps  rolling  iii.  On  an  investment 
of  $1.4  billion  in  tobacco,  BAT  earned 
operating  profits  of  more  than  $400 
million  (before  taxes  and  interest) 
in  1974.  Accounting  for  65%  of  sales, 
tobacco  brought  in  70%  of  profits  in 
that  year. 

BAT's  worldwide  tobacco  sales  ex- 
ceed those  of  R.J.  Reynolds  and 
American  Brands  put  together.  It  op- 
erates 140  factories,  and  in  40  coun- 
tries around  the  world  a  BAT  brand 
(samples:     Kroenfilter    in    Germany, 


How  Buck  Duke  Conquered  The  World 


British- American  Tobacco  does  al- 
most one-third  of  its  business  in  the 
U.S.  and  was  founded  by  an  Ameri- 
can, but  is  virtually  unknown  here. 
In  Britain,  where  all  but  a  handful  of 
its  shares  are  owned,  BAT  until  re- 
cently sold  no  cigarettes. 

Sometimes  called  the  "Dumb  Co- 
lossus" for  its  ability  to  throw  a  smoke 
screen  over  its  affairs,  BAT  is  an  out- 
growth of  the  turn-of-the-century 
global  cartel  created  by  American  To- 
bacco tycoon  James  Buchanan  Duke 
(see  photo,  right). 

In  1901  Buck  Duke  invaded  Brit- 
ain. When  local  firms  joined  forces 
to  form  Imperial  Tobacco  rather  than 
sell  out  to  his  all-powerful  American 
Tobacco  Co.,  Duke  launched  a  crip- 
pling price  war.  The  resulting  truce 
divided  the  world  into  three  nearly 
equal  parts  and  still  largely  dictates 
how  cigarettes  are  sold  worldwide. 


Each  side  agreed  to  stay  out  of 
the  other's  home  territory,  but  would 
own  the  rights  to  the  other's  brands 
in  their  own  domestic  markets.  Thus 
American  Tobacco  took  on  Imperial's 
brands  in  the  U.S.  and  vice  versa. 
In  the  rest  of  the  world,  a  new  com- 
pany—the jointly  owned  British-Amer- 
ican Tobacco— took  over  the  busi- 
nesses of  both  Imperial  and  American 
Tobacco  and  their  brands.  Today 
BAT  handles  over  500  brands,  and 
the  pack  of  Luckies  an  American 
tourist  buys  in  Copenhagen  or  Geneva 
is  still  made  by  a  BAT  subsidiary  and 
not  American  Brands. 

Duke  didn't  keep  his  stake  for  long. 
The  U.S.  Supreme  Court  in  1911 
broke  up  the  Duke  holdings,  and  he 
moved  on  to  make  another  fortune  in 
utihties.  It  wasn't  until  Britain's  entry 
into  the  Common  Market  in  1973, 
which  raised  the  question  of  Europe- 


an court  action,  that  BAT  moved  to 
end  its  cozy  relationship  with  Imperi- 
al, and  then  with  modest  results.  Im- 
perial still  owns  16%  of  BAT.  Vestiges 
of  Buck  Duke's  global  monoply  still 
exist  outside  his  native  land. 
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The  p^jerwodc  lor  Jones  vs.  Mulligan 
took  up  ]iioi»  space  tliaiiJcMies  and  Amlligan. 


It  didn't  have  to. 

Since  many  legal  documents  are  oversize,  it  makes 
sense  to  have  a  duplicator  that  makes  reductions. 

Xerox  duplicators  can  reduce  oversize  documents 
down  to  easy-to-handle  8V2  x  11  sheets,  and  automatically 
sort  and  collate  entire  reports  at  a  copy  per  second. 

Which  saves  a  lot  of  filing  space  and  mailing  costs. 
And  both  lawyers  and  their  clients  can  have  copies  of 
documents,  contracts,  deeds,  mortgages,  loan  papers,  or 
tax  forms  that  are  true  to  the  originals. 

Of  course,  all  our  Xerox  duplicators  use  ordinary 


bond  paper.  Or  letterhead.  Or  standard  forms.  Or  just 
about  any  other  kind  of  paper  you  want  to  copy  on. 

These  are  just  a  few  of  the  many  ways  Xerox 
duplicators  are  helping  the  legal  profession. 

If  you'd  like  to  know  what  our  duplicators  can  do 
for  your  business,  call  Xerox. 

We'll  be  happy  to  present  our  case 


XEROX 


jlI  in  Brazil)  is  the  leading 
I,: a. .a.  in  the  U.S.  its  Brown  &  Wil- 
li.im>ot\  Tobacco  Corp.  has  17%  of 
the  market  with  brands  like  Kool  and 
Vicero)'.  In  Canada  it  owns  44%  of 
Imasco  Ltd.,  which  does  $843  million 
a  year  worth  of  tobacco  and  food. 
BAT  is  so  big  and  so  spread  out  that 
it  swallowed  the  loss  of  its  once-siz- 
able investment  in  China  and,  more 
recently,  its  operation  in  Vietnam, 
with  scarcely  a  hiccup. 

bat's  international  nature  has  cer- 
tain pluses  for  the  company.  Abroad, 
for  instance,  it  isn't  unusual  for  BAT 
to  sound  out  the  competition  before 
raising  prices.  "In  the  U.S.,"  laments  a 
senior  BAT  manager,  "you're  not  al- 
lowed to  talk  across  the  road  to  Mr. 
Philip  Morris  or  Mr.  Reynolds  and 
ask,  'How  are  you  doing,  George?' " 

With  bases  in  so  many  countries, 
BAT  can  always  indulge  in  advanta- 
geous transfer  pricing  (Forbes,  Jan. 
15)  and  capital  movements  into  tax 
shelters.  But  the  biggest  plus  is  that 
worldwide  (outside  the  U.S.)  ciga- 
rette consumption  is  growing  by  3% 
to  4%  annually— which  explains  why 
Philip  Morris  and  later  R.J.  Reynolds 
have  pushed  abroad  so  hard.  With 
virtually  worldwide  acceptance  of  its 
Marlboro  cowboy,  Philip  Morris  has 
doubled  its  sales  abroad  to  over  $1 


Macadam  oi  BAT 

billion  since  1971.  But  Philip  Morris 
International  President  Hugh  Cull- 
man doesn't  hesitate  to  concede, 
"BAT  is  a  strong,  effective  competitor. 
They're  the  leader." 

How  did  this  big,  smart  company 


make  so  many  mistakes  when  it  came 
to  diversifying?  "You  call  in  experts," 
says  Macadam,  who  learned  the  hard 
way,  "but  how  can  you  judge  if  what 
they  tell  you  is  right?"  Outside  of  to- 
bacco, BAT  has  been  making  only  7 
cents  on  the  sales  dollar  before  taxes 
and  interest.  "I  want  to  equal  out  the 
return  on  the  money  invested,"  says 
Macadam.  "Retailing  will  never  match 
tobacco,  but  we  can  get  it  closer  to 
<  50-50." 

Give  this  to  BAT's  management: 
It  is  dealing  vigorously  with  problems 
in  its  U.S.  acquisitions.  Apart  from 
family-run  Kohl  supermarkets,  there 
has  been  a  revolving  door  to  the  of- 
fices of  BAT's  new  U.S.  investments. 
Yardley  of  London  Inc.  has  tried  four 
new  bosses.  A  completely  new  top 
team  has  been  put  into  Gimbels, 
where  the  losses  are  at  least  under 
control.  Any  day  now,  Saks  will  get  a 
new  president. 

"We've  galloped  quite  hard,"  says 
Macadam,  "and  I  think  this  is  the  mo- 
ment for  consolidation,  for  husband- 
ing our  use  of  money." 

WTiat  he  means,  of  course,  is  that  he 
wants  to  get  Gimbels  and  Yardley 
straightened  out  before  BAT  attempts 
any  more  major  acquisitions.  And 
what  happens  after  that?  Companies 
for  sale,  anyone?  ■ 


CHAIITEII 


Forbes  '75 
Annual  Report 

Ranks 

Charter  6 

In  Earnings 

Per  Share 


'Growth  ranking  of  three-year  average  at  59%. 


In  recent  years,  FORBES  has  ranked  CHARTER 
among  the  top  ten  of  America's  leading  100  companies 
in  earnings  per  share.  Between  1 970  and  the  present. 
CHARTER  has  Increased  txjok  value  per  common 
share  outstanding  from  $1 .74  to  $6.08  —  a  compound 
annual  growth  rate  of  28.4  percent. 

A  multi-industry  company  engaged  in  land,  oil, 
money  and  communications  —  with  growing  interests 
in  insurance  —  CHARTER  has  been  steadily 
developing  assets  with  significant  earning  power.  A 
sample  of  our  major  interests  includes  our  billion  dollar 
mortgage  loan  portfolio . . .  national  magazines 
reaching  over  58  million  readers .  . .  ownership  of  the 
largest  magazine  printing  plant  in  the  nation  . . .  and  a 
refinery  that  processes  65.000  barrels  of  oil  a  day. 


Learn  the  laitest  facts  about  our  growing  enterprises  in  our  new  Annyan  Report.  (Avail.  4/1).  Write: 

^::.x  Ij^  THE  CHARTER  COMPANY 


Laindl  I  Oil  I  Mone^  I  Communications  I  Insurance 

%  Joanne  Stone 

BOX  2017/JACKSONVILLE,  FLORIDA  32202/TELEX  56239 
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LONE  STAR  INDUSTRIES. 
INniERIGHTPLACEATTHERIGHTnME 


Home  Care  Retailing.  Americans  are  hammering  and  saw- 
ing and  fixing  and  improving  things  at  a  record  pace.  The 
do-it-yourself  trend  shows  no  sign  of  slowing  down.  Lone 


Star,  already  near  the  top  in  this  marl<et  through  its  networl< 
of  Home  Care  Centers,  has  both  the  expertise  and  the 
resources  to  play  an  even  larger  role  in  this  thriving  field. 


Cement  production  and  home 
care  retailing . . .  two  industries 
with  long-term  favorable  fore- 
casts. And  Lone  Star  is  a  major 
factor  in  both,  with  a  firm  com- 
mitment to  concentrate  our 
future  growth  in  these  two  areas 
of  our  greatest  earnings  potential. 
As  a  company,  we  feel  that  we're 
in  the  right  place  at  the  right  time, 
poised  for  the  growth  years  ahead. 
And  we're  ready  to  make  the 
most  of  it. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 

UNEVir 

STARM 
INDUSTRIES 


♦> 


'5*^ 


■■■*** 


Snake  River/Idaho 


The  Accomplishers 


^\,*^« 


^,#<t^^v^^ 


*   .-«*t 


...Our  Trust  Division  manages  some  $9-billion  in  assets,  providing  income  to  pensioners 
and  other  individuals  throughout  the  U.S.  and  overseas.  Consider  the  source. 

Manufacturers  Hanover 


The  financial  source.Worldwide. 


] 


Giuld  an  American 

perfume  manufacturer  enjoy 

the  sweet  smell  of  success 

in  France? 


He  very  well  might. 

In  1973,  France  imported  close  to  $1  million  worth 
of  American  perfumes  and  the  market  is  healthy. 

time's  Research  and   Marketing  Department  col- 
lects information  on  international  marketing  patterns 
in  many  important  categories  and  many  countries. 

This  group  is  glad  to  collaborate  with  your  own 
marketing  people  to  help  find  ways  to  move  your 
products  through  the  markets  of  the  world  with 


greater  ease  and,  even  more  important,  greater  profits. 

And  we  can,  of  course,  tell  you  how  to  best  use  the 
international  editions  of  TIME.  Whether  you  want  to 
reach  a  continent,  a  region  or  a  single  country, 
chances  are  good  that  some  combination  of  TIMHs 
108  editions  will  be  right  for  you. 

Next  time  you're  drawing  up  your  multinational 
marketing  strategy,  why  not  call  in  TIME.'  Together, 
wc  should  be  ;ible  to  sniff  out  whore  the  money  is. 


TIME 

For  multinational  jnarketing 

I 


Faces  Behind  the  Figures 


Uncle  Sam^s  Cooked  Books 


Congressman  Crane 


"We  could  face  a  taxpayers'  revolt 
if  we're  not  careful,"  says  Congress- 
man Philip  M.  Crane  (a  Republican 
from  Chicago's  well-heeled  Mount 
Prospect  suburb).  "We  legislators 
aren't  talking  realistically  about  how 
to  raise  money  for  all  these  future 
liabilities  we  are  contracting  for." 

And  just  how  do  you  get  legisla- 
tors to  spend  realistically?  Crane's  an- 
swer is  his  recently  proposed  "Truth 
in  Government  Accounting"  bill.  It's 
modeled  closely  after  recommenda- 
tions made  by  accounting  firm  Arthur 
Andersen.  The  accountants  urged  the 
Federal  Government  to  keep  its  books 
just  like  corporations  do,  using  an  ac- 
ciual  system  that  matches  assets  with 
liabilities.  Using  standard  corporate 
accounting,  Andersen  included  future 
liabilities  in  calculating  the  federal 
deficit.  For  fiscal  1974,  said  Ander- 
sen, the  U.S.  Government  really  ran  a 
deficit  of  $95  billion-not  the  $3.5 
billion  reported. 

Moreover,  Andersen  figured  the 
Government's  1974  assets  to  be  just 
$329  billion,  against  liabilities  of  over 


$1.1  trillion.  The  extra  $811  billion 
—the  accumulated  deficit— could 
amount  to  a  kind  of  giant  big  bat. 

Crane  thinks  such  businesslike  ac- 
counting might  remind  his  free-spend- 
ing colleagues  about  such  problems 
as  Social  Security's  unfunded  liability 
of  over  $1  trillion,  and  unfunded 
veterans  and  civil  service  pension  lia- 
bilities of  hundreds  of  billions  more. 

"We're  sitting  on  a  time  bomb 
here,"  says  Crane. 

Over  100  Congressmen— one-third 
of  them  Democrats— are  already  on 
record  as  cosponsors  of  Crane's  bill. 
"It's  pretty  hard  for  politicians  to  come 
out  against  this  bill,"  he  says.  What 
politician  wants  to  be  tagged  as  fiscal- 
ly irresponsible? 

Wouldn't  the  idea  make  sense  for 
state  and  local  governments  also?  "Ac- 
tually," Crane  replies,  "I've  proposed 
two  bills,  and  the  second  would  do 
just  that."  But  he's  not  pushing  that  sec- 
ond bill  as  hard.  "Some  state  and  lo- 
cal governments  couldn't  float  any 
more  bonds  if  they  showed  how  bad 
[their  finances]  really  are." 

But  Congressman,  some  local  gov- 
ernments are  already  in  that  fix!  ■ 


Worth  Waiting  For 

It  hasn't  been  all  olives  and  bakiava 
in  the  Middle  East  for  Merrill  Lynch 
International,  says  Harry  B.  Ander- 
son, 57,  the  canny  Southerner  who 
heads  Merrill  Lynch's  overseas  opera- 
tion. Since  the  civil  war,  the  Beirut 
manager  often  has  been  flashing  his 
orders— most  of  them  sell— from  a  dug- 
out in  a  hotel  basement.  Then  there 
is  an  office  in  Dubai  on  the  Persian 
Gulf  where  Merrill  Lynch  must  com- 
pete for  local  cash  with  gold  smug- 
glers, and  where,  says  Anderson,  "ev- 
ery investment  stinkeroo  in  the  world 
has  worked  the  area,"  including  one 
who  tried  to  sell  something  called  the 
New  York  Stock  Exchange  Fund  using 
MerrUl  Lynch  stationery. 

There  is  also  a  new  investment 
banking  office  in  Jeddah,  Saudi  Ara- 
bia, which  is  still  waiting  for  its  first 
deal.  And  to  top  ofiF  Merrill  Lynch's 
Middle  Eastern  adventures,  there  is  a 
stalled  joint  venture  with  Iran's  Bank 
Melli  and  the  Industrial  &  Mining  De- 
velopment .Bank.  One  of  Merrill 
Lynch's  projects  is  to  create  a  full- 
blown Teheran  stock  exchange  and 
money  market.  But  its  proposal  has 
been  stuck  with  Iran's  Central  Bank 
for  several  months. 

"These     countries     are     trying     to 


spring  from  the  Middle  Ages  to  the 
present  without  going  through  the 
17th  to  19th  centuries,"  says  Ander- 
son. Besides  the  bureaucracy,  he  says, 
a  big  problem  is  securities  valuation. 
"I  think  we've  got  the  only  stock  ana- 
lyst around  who  speaks  Farsi." 

But  with  all  that  money  sloshing 
around  the  Middle  East,  Merrill 
Lynch  has  no  intention  at  all  of  pull- 
ing out,  even  though  Lebanese  civil 
strife  has  put  a  short-term  damper  on 
the  area's  profitability.  That's  one  of 
the  beauties  of  being  Merrill  Lynch, 
Pierce,  Fenner  &  Smith:  It  has  money 
and  staying  power.  In  fact,  an  ofiice 
in  Bahrain  is  ready  to  open. 

Of  comse,  those  balances  held  by 
Middle  Eastern  companies  don't  look 
quite  so  towering  as  they  did  a  year 
or  so  ago,  but  for  Anderson  that  may 
provide  just  the  opportunity  he's  look- 
ing for.  Iran  is  heading  for  a  balance- 
of-payments  deficit— "It  appears,"  says 
Anderson,  "that  they  are  going  out- 
side to  borrow."  In  fact,  just  two 
weeks  ago  Merrill  Lynch  comanaged 
a  $30-million  Eurobond  market  offer- 
ing on  behalf  of  Iran's  Industrial  & 
Mining  Development  Bank.  Who 
wouldn't  want  to  be  chief  underwriter 
to  raise  money  for  the  Shah  of  Iran? 
A  man  would  put  up  with  a  great 
deal  of  frustration  to  land  that  one.   ■ 


Anderson  of  Merrill  Lynch 
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Risk  Mar 


To  control  all  aspects  of  an 
organization's  exposure  to 
asset  damage  and  loss,  many 
companies  have  recognized 
the  importance  of  a  compre- 
hensive function  called  cor- 
porate risk  management. 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


A  company's  assets  may  be  valued  in  bil- 
lions of  dollars, or  they  may  be  much  less— but 
all  of  those  assets,  in  varying  degrees,  are  ex- 
posed to  continuing  risks  of  damage  or  loss.  By 
applying  management  techniques  to  the  han- 
dling of  such  risks,  threats  to  the  company's 
earning  power  and  even  to  its  continued  exis- 
tence can  be  reduced  or  eliminated.  Corporate 
risk  management,  in  short,  can  enhance  cash 
flow,  shield  profitability,  and  contribute  to  long- 
term  growth. 

The  concept  of  risk  management  combines 
risk  control,  including  loss  prevention  and  re- 
duction, and  risk  finance,  the  provision  of  funds 
at  the  lowest  cost  for  financing  possible  loss. 

Within  a  company,  risk  management  often 
starts  with  painstaking  identification  of  the  pos- 
sibilities of  loss  to  which  the  firm  is  exposed. 
For  example,  a  risk  manager  may  conduct  an 


extensive  physical  inspection  of  company  fa- 
cilities and  operations.  Such  a  survey  may  be 
reinforced  by  the  use  of  standardized  question- 
naires intended  to  uncover  hidden  exposures 
common  to  many  business  firms.  Examina- 
tions of  flow  charts  and  financial  and  other 
documents  may  suggest  further  hazards. 

Ranking  potential  losses 

The  next  step,  risk  measurement,  estab 
lishes  the  relative  importance  of  potential  losses 
—  their  frequency,  severity,  predictability  and 
probability.  This  is  followed  by  determining  thi 
best  technique  for  handling  the  firms  risks 
whether  through  risk  control,  risk  finance  or  a 
combination  of  bt^th. 

The  cardinal  rule  is  to  obtain  the  greatest 


gement 


possible  protection  at  the  least  possible  cost  to 
the  company. 

Under  risk  control,  a  decision  might  be 
made  not  to  build  a  warehouse  in  a  flood  plain 
(risk  avoidance).  It  might  be  to  install  guards 
on  machinery  to  prevent  employee  injuries 
(loss  prevention).  It  might  be  to  install  a  sprin- 
kler system  in  a  plant  (loss  reduction). 

Under  risk  finance,  the  decision  is  how  to 
allocate  the  risks  between  risk  transfer,  usually 
insurance,  and  risk  retention,  with  the  com- 
pany paying  any  losses  from  its  own  resources. 

Insurance  alone  does  not  constitute  total 
risk  management,  as  insurance  professionals 
have  long  pointed  out. 

Invariably,  insurance  is  most  useful  and 
least  costly  when  accompanied  by  all  other  prac- 


ticable means  for  reducing  exposure  to  loss. 

Once  risk  management  decisions  have  been 
made,  the  next  step  is  implementation. 

Here  risk  management's  responsibility  is  pri- 
marily that  of  managing  people,  so  that  desired 
actions  are  taken.  Finally,  having  put  programs 
into  action,  results  are  constantly  checked  to 
see  if  the  desired  effects  have  been  realized.  At 
the  same  time,  the  risk  manager  remains  alert 
to  changes  in  loss  exposures  which  may  call  for 
new  approaches  and  strategies. 

As  a  fuller  discussion  of  risk  management 

from  an  objective  standpoint,  IN  A  has  pre 

pared  a  booklet  entitled,  "Risk  Management: 

Some  Professional  Considerations!'  Copies 

may  be  requested  by  writing  INA  Corporation, 

1600  Arch  Street,  Philadelphia,  Pa.  19101. 
*       *        * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadel- 
phia, in  1792.  Today  INA  and  its  affiliated  com- 
panies operate  around  the  world  with  major 
interests  in  property  and  casualty  insurance, 
marine  insurance,  life  insurance,  reinsurance 
and  risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 


INIV 

Insurance  Professionals 


Faces  Behind  the  Figures 


Feldman  of  Frontier  Airlines 


IMo  More  Experts 

"Just  because  it's  an  airline  doesn't 
mean  you  have  to  lose  money,"  says 
Alvin  (Al)  Feldman,  48,  the  presi- 
dent and  chief  executive  of  $169- 
million-revenues  Frontier  Airlines.  A 
lot  of  his  colleagues  might  not  agree 
with  him.  Beset  by  fuel  price  in- 
creases, a  weak  economy  and  regula- 
tory problems,  the  airlines  industry  is 
posting  a  net  loss  for  1975. 

But  while  its  profits  were  down  25% 
from  1974's  record,  Denver-based 
Frontier  still  managed  to  net  just  un- 
der $7  million,  for  a  17%  return  on 
equity— tops  among  the  airlines. 

How   did   he   do   it?   A   favorable 
route  structvue  in  the  Midwest  and 
Mountain  States?  "That's  helped,  but 
when  I  took  over  in  March  of  1971, 
the  old  management 
was    using   substan- 
tially the  same  route 
structure   as   an   ex- 
t  cuse  for  a  string  of 

\  loss  years. 

"The  biggest  rea- 
son for  our  per- 
formance," Feldman 
says  with  a  flash  of 
his  alligator  smile, 
"is  that  we  don't  run 
it  like  an  airline.  We 


run  it  like  a  business. 

"We  have  tighter  capacity  con- 
trol than  most  carriers.  We're  more  se- 
lective about  markets.  We  run  the  op- 
eration without  BS  like  a  computer- 
ized management  information  system." 
<  The  old  Frontier  management  had 
an  overblown  headquarters  stafiF,  over- 
centralized  management,  and,  hke 
many  airlines,  an  obsession  with  mar- 
ket share  and  bigger  planes.  Feldman 
fired  the  deadwood,  pushed  respon- 
sibihty  (and  extra  pay)  out  to  the 
sticks  and  sold  the  oversized  aircraft. 

Before  coming  to  Frontier,  Feld- 
man had  never  worked  for  an  airline. 
He  had  done  housecleanings  in  Gener- 
al Tire's  aerospace  subsidiaries.  When 
General  Tire,  which  owns  51%  of 
Frontier,  needed  a  turnaround  man, 
they  picked  Feldman.  Says  he,  "They 
couldn't  afford  another  airlines  expert." 

What  they  got  was  productivity. 
Last  year  Frontier  carried  37%  more 
passengers  than  in  1969,  with  ap- 
proximately the  same  number  of  em- 
ployees. Its  planes  are  in  the  air  near- 
ly ten  hours  a  day,  compared  with  an 
industry  average  of  only  six  hours. 
And  Frontier's  schedule  has  been 
transformed  from  a  standing  joke  to 
something  that  you  can  almost  set 
your  watch  by. 

Not  bad  for  a  housecleaner.  ■ 


Soaring  At  Windmills 

Icarus  put  on  wings  and  tried  to  fly. 
Don  Quixote  rode  off  to  change  the 
world.  All  Kenneth  Gaskin,  59,  a  re- 
tired Air  Force  colonel,  wants  to  do 
is  build  a  supersonic  air  transport 
plane.  Over  the  past  four  years  he  has 
spent  $400,000  of  his  money  on  a 
private  SST-development  project- 
though  Congress   rejected   a   govern- 


ment-backed attempt  as  too  costly. 

Gaskin  runs  Tiara  Oil  Co.,  a  small 
(annual  sales:  $500,000)  Philadel- 
phia-based jet  fuel  marketer.  He  once 
headed  Atlantic  Richfield's  aviation 
business,  and  so  he  has  first-name  con- 
tacts in  industry  and  Government. 
That  helps  him  when  he  talks  up  his 
SST  plan,  which  he  says  has  technical 
backing  from  aerospace  engineers  at 
Princeton  and  will  produce  a  second- 
generation  plane  that's  quieter  and 
more  economical  than  the  problem- 
plagued  Concorde. 

In  mid-January  Gaskin  called  a 
Washington  press  conference  to  name 
McDonnell  Douglas  as  "quarterback" 
for  his  $7-bilhon,  seven-year  project. 
Only  one  newsman  and  a  handful  of 
anti-SST  partisans  showed  up.  Soon 
afterward,    MD- which    still    has    a 

SST  Hopeful  Gaskin 


small  SST  team  on  its  payroll— politely 
announced  it  anticipated  no  business 
relationship  with  Tiara's  "Air  Trans- 
port &  Trading  Division." 

But  that  didn't  stop  this  soft-spoken 
former  fighter  pilot.  He's  looking  for  a 
new  contractor  and  plans  to  finance 
his  SST  with  Organization  of  Petro- 
leum Exporting  Countries  oil  im- 
ported at  a  discount  and  resold  by 
Tiara  (Arabic  for  "airplane")  at  reg- 
ular prices.  Unnamed  Middle  Eastern 
nations  will  finance  the  deal,  he  ex- 
plains, because  over  the  years  they'll 
get  back  twice  the  cost  of  each  plane 
in  fuel  revenues:  "They  know  what  a 
potential  500-plane  SST  fleet  means." 

Are  the  low-cost  oil  contracts 
signed  and  delivered?  Well .  .  ,  not  ex- 
actly, despite  Gaskin's  visits  with  the 
Arabs.  "You  can't  ask  Mohammed  to 
come  to  the  mountain.  We've  got  to 
show  them  the  full  support  of  Ameri- 
can industry."  And  that's  the  rub.  The 
U.S.  aerospace  industry  has  other 
worries.  Survival,  for  example. 

Undaunted,  Gaskin  muses:  "Years 
from  now  people  will  say  there  was 
a  way  we  could  have  built  this  thing. 
The  monkey  won't  be  on  my  back."  ■ 
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$150,000,000 


Inter-American  Development  Bank 

$75,000,000 
8%%  Ten  Year  Notes  of  1976,  due  February  1,  1986 

Price  99.50% 


plus  accrued  interest  from  February  1,  1976 


$75,000,000 
9%  Twenty-Five  Year  Bonds  of  1976,  due  February  1,  2001 

Price  100% 

plua  accrued  intereit  from  February  1 ,  1976 


Upon  request,  a  copy  of  the  Prospectus  describing  these  securities  and  the  business  ol 
the  Bank  may  be  obtained  within  any  State  from  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co. 


MerrilL Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Lehman  Brothers 


The  First  Boston  Corporation 


Bankers  Trust  Company 


Lazard  Freres  &  Co. 
The  Chase  Manhattan  Bank,  N.A. 


Bank  of  America 

N.T.  A  S.A. 

Chemical  Bank       Continental  Bank       Dillon,  Read  &  Co.  Inc.       Discount  Corporation  of  New  York       Drexel  Bumham  &  Co. 

ContiRental  Illinois  Natconal  Bsnk  Incorporsted 

and  Trust  Company  of  Chicsfo 

The  First  National  Bank  of  Chica  go       First  National  City  Bank       Halsey,  Stuart  &  Co.  Inc.       Hornblower  &  Weeks-Hemphill,  Noyes 

Affiliate  of  Bache  A  Co.  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co.  Loeb  Rhoades  &  Co. 

Incorporated 

Manufacturers  Hanover  Trust  Company  Morgan  Guaranty  Trust  Company  The  Northern  Trust  Company 

of  New  York 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers  Smith,  Barney  &  Co. 

Incorporated  Incorporated 

UBS-DB  Corporation         Warburg  Paribas  Becker  Inc.         Wertheim  &  Co.,  Inc.         White,  Weld  &  Co.         Dean  Witter  &  Co. 

Incorporsted  Incorporated 

Bear,  Stearns  &  Co.  EuroPartners  Securities  Corporation  L.  F.  Rothschild  &  Co.  Shearson  Hayden  Stone  Inc. 


ABD  Securities  Corporation 


Basle  Securities  Corporation 


Shields  Model  Roland  Securities  Weeden  &  Co. 

*Incorpor£tcd  Incorporated 

J.  C.  Bradford  &  Co.      Alex.  Brown  &  Sons      F.  Eberstadt  &  Co.,  Inc.      Kleinwort,  Benson      Ladenburg,  Thabiann  &  Co.  Inc. 

Incorporated 

New  Court  Securities  Corporation 


Moseley,  Hallgarten  &  Estabrook  Inc. 


Wm.  E.  Pollock  &  Co.,  Inc. 


SoGen-Swiss  International  Corporation 


John  Nuveen  &  Co. 

Incorporated 

Stuart  Brothers 


R.  W.  Pressprich  &  Co. 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  Ultra6n  International  Corporation         Wood,  Struthers  &  Winthrop  Inc. 

January  38, 1976 


Why  Johnny 
Can't  Work 
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There's  an  old  argument  about  high- 
er education:  Should  it  train  people 
for  jobs  or  simply  broaden  them— 
"educate"  them?  This  is  the  wrong 
argument  altogether,  according  to  Jan 
David  Rakoff,  an  intense,  35-year-old 
educational  reformer.  He  doesn't  think 
college  should  be  all  vocational,  but 
he  doesn't  think  college  should  ignore 
vocation  either.  He  believes  college 
should  not  so  much  train  people  for 
jobs  as  help  them  find  the  kind  of 
work  they'd  like  best.  This  is  a  subtle 
difference,  but  an  important  one. 

Rakoff  is  running  what  he  calls  the 
Tunbridge  program,  after  the  Vermont 
town  where  in  1970  he  established 
a  pilot  program.  Tunbridge  catches 
high  school  seniors  or  college  fresh- 
men at  late  adolescence— the  period 
Rakoff  sees  as  "the  second  great 
formative  period  after  childhood."  In 
one  school  semester  Tunbridge  forces 


What  sparked  the  Tunbridge  idea? 

Rakoff:  A  major  educational  need 
that  has  been  largely  invisible— and 
therefore  unmet.  In  childhood  we 
learn  to  be  directed,  protected,  non- 
responsible,  to  be  economic  ciphers. 
Then  suddenly  in  late  adolescence, 
society  expects  us  to  make  an  instant 
transition  into  adulthood.  That  means 
role  changes,  attitude  changes,  un- 
learning what  we've  done  before.  Ed- 
ucationally, it's  an  enormous  job,  but 
schooling  ignores  it. 

What  has  that  to  do  with  career 
choice? 

Rakoff:  You  can't  be  an  effective 
economic  man  until  you've  developed 
as  a  human  being,  as  is  clear  from 
the  assembly-line  revolts  at  [General 
Motors']     Lordstown,    Ohio    [plant]. 


students  to  confront  their  personal 
values:  What  they  want  from  life  as 
well  as  from  a  career.  The  result  is  a 
graduate  who  is  also  much  closer  to 
being  an  adult. 

Rakoff,  who  has  a  B.A.  degree  from 
the  University  of  Chicago  and  an 
M.A.  in  education  from  Harvard, 
brought  his  pilot  program  to  tiny 
Lone  Mountain  College  in  San  Fran- 
cisco in  1974,  aided  by  impressive 
foundation  backing  (Ford,  Carnegie, 
Kellogg,  Hunt).  Conservative  million- 
aire W.  Clement  Stone's  foundation 
has  bankrolled  him,  as  has  left-wing 
millionaire  Martin  Peretz. 

"Rakoff  is  out  in  front  of  an  educa- 
tional idea  whose  time  has  come," 
says  Dr.  Adrianne  Bank,  associate  di- 
rector of  UCLA's  Center  for  the  Study 
of  Evaluation.  "In  one  form  or  an- 
other, his  ideas  will  be  adopted." 

Below,  Rakoff  tries  to  explain  why. 


Tunbridge  is  a  process  for  human  de- 
velopment, not  career  education.  You 
can't  consider  an  occupation  inde- 
pendently of  the  kind  of  life  you  want 
to  lead.  Do  you  want  to  make  a  lot 
of  money  or  lead  a  relaxed  life?  How 
concerned  are  you  with  public  good 
vs.  private  goods? 

Why  the  focus  on  adolescence? 

Rakoff:  Because  the  only  thing  that 
surpasses  adolescence  as  an  educa- 
tional job  is  the  initial  job  of  learning 
how  to  speak,  walk,  be  toilet-trained. 
Kids  arrive  at  college  acting  very  cool, 
not  wanting  their  parents  to  come 
with  them,  saying:  "I  can  call  the 
shots  now."  A  month  later  they're  de- 
moralized because  there's  an  internal 
contradiction  between  their  need  and 
their  preparation.  Their  need  is  to 
be  autonomous,  but  their  whole  life 


Educator  Rakoff 

history  involves  being  docile.  Tun- 
bridge happens  at  a  time  when  people 
are  shattering  the  mold. 

Just  how  does  Tunhridge  work? 

Rakoff:  Students  are  assigned  a  tu- 
tor who  challenges  them  to  rethink 
their  reasons  for  entering  the  program. 
We  get  them  to  ask:  "What  do  I  need 
for  my  growth  that  can't  be  suppUed 
by  me  on  my  own  or  in  a  classroom?" 
Instead  of  telling  students  they  should 
learn  something  on  faith  because  it 
will  be  useful  later,  we  don't  let  them 
do  anything  until  they  define  the 
goal  and  work  backward  from  it. 

The  tutor  helps  the  student  to  focus 
on  a  field  of  interest,  and  then  to  in- 
terview some  20  people  working  in 
various  facets  of  that  field  who  have 
agreed  to  be  part  of  our  adult  net- 
work. Together  the  tutor  and  the  stu- 
dent hammer  out  a  project  proposal, 
using  demanding  guidelines  that  re- 
quire the  student  to  produce  some- 
thing of  value  on  the  job. 

One  young  woman  interested  in 
criminal  law,  for  example,  spent  time 
with  a  law  firm,  the  Legal  Aid  So- 
ciety, the  District  Attorney's  ofiBce, 
the  public  defender,  the  sheriff  and  a 
city  judge.  She  ended  up  rewriting 
the  San   Francisco  jurors'  handbook. 

Isn't  this  like  the  work  I  study  pro- 
grams at,  say,  Antioch  or  Goddard? 

Rakoff:  Not  really,  because  students 
in  those  programs  get  access  to  a  job 
site  in  return  for  doing  something  to 
justify  their  presence.  The  trouble  is 
that  the  students'  educational  needs 
overlap  only  slightly  the  productivity 
needs  of  the  people  who  take  them  on. 
The  real  educational  needs  are  ex- 
ploratory. A  person  at  that  stage  needs 
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to  know:  What  am  I  capable  of?  He 
needs  an  informed  layman's  over- 
view of  the  good  and  the  bad  in  the 
job,  exposure  to  the  kind  of  personality 
the  job  takes.  One  of  our  Boston  net- 
workers  was  a  top  construction  man. 
He  said  he  uses  his  engineering  de- 
gree 15%  of  the  time.  The  other  85% 
he  spends  in  human  relations  work 
getting  the  50  unions  on  the  site  to 
work  together.  It  happens  he's  good 
at  it,  but  what  if  he  weren't?  It  wasn't 
touched  on  in  his  training. 

One  more  example:  Our  research 
scientists  tell  us  that  90%  of  science 
is  failure  because  it's  pushing  back 
the  unknown.  So  to  be  both  good  and 
happy  at  it,  you  must  have  a  persever- 
ing temperament,  a  high  threshold  of 
frustration.  But  students  know  only 
"cookbook  science"  from  school, 
where  they  redo  the  successful  experi- 
ments of  the  last  two  centuries. 

Isn't  rubbing  shoulders  with  suc- 
cessful adults  a  key  to  the  program? 

Rakoff:  Actually,  it  has  to  do  with 
the  Peter  Pan  principle— the  disincen- 
tive for  people  to  grow  up.  A  hundred 
years  ago,  the  young  got  few  advan- 
tages. Today  adolescence  is  a  time 
without  equal  for  indulging  young 
people,  for  getting  something  for 
nothing.  So  teenagers  say:  "Why 
should  I  knock  my  head  against  a 
stone  wall  like  parents?"  The  fact  is, 
you  need  to  grow  up  not  just  to  make 
a  million  dollars,  but  to  feel  fulfilled. 
Tunbridge  puts  kids  in  touch  with  a 
variety  of  role  models  who  make  ma- 
turity very  attractive. 

Aren't  you  being  unrealistic  to  ex- 
pect a  kid  to  produce  something  of 
value  from  his  Tunbridge  experience? 

Rakoff:  I  want  to  break  down  the 
myth  that  knowledge  comes  in  little 
bricks  called  courses,  and  not  until 
you've  built  a  little  pyramid  of  them 
can  you  kn6w  anything  or  do  any- 
thing. The  ^Tunbridge  program  isn't 
long  enough  for  the  kids  to  become 
expert  in  anything,  so  they  learn  that 
the  brain  is  well  designed  to  use 
messy,  partial  knowledge  on  the  run. 

What's  in  it  for  your  adult  partici- 
pants, the  networkers? 

Rakoff:  There's  an  ego  gratification 
to  sharing  what  you're  good  at  with 
someone  who  reaUy  wants  to  lap  it 
up.  Besides,  something  in  very  short 
supply  in  this  world  is   a  feeling  of 
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282nd  common  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  Seventy  Cents  (70<f )  per  share 

has  been  declared  upon  the  Common  Stock  of  American  Brands,  Inc., 

payable  in  cash  on  March  I,  1976,  to  stockholders  of  record 

at  the  close  of  business  February  6, 1976.  Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
January  27,  1976  ■ 
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VISIBLE       RECORDS. INC. 


DUFFY -MOTT   COMPANY,  INC. 

The  Andrew  Jergens  Company 

W.  R.  (fj^^p)  &  Sons  Cutlery 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK.  N.Y.  10017 
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Money 

Grows 

Faster 

in  Mexico. 


Mexican  bank  deposits  offer 

both  security  and  high 
interest  rates.  For  complete 
information,  please  contact: 

Eugene  F.  Latham 

Mexletter  Investment  Counsel 

Hamburgo  159 

Mexico  6,  D.  F.,  Mexico 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00.  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 
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doing  something  that  will  produce 
happy  results.  We  always  have  more 
networkers  than  we  can  use. 

What    about    kids    who    haven't   a 
clue  to  what  they  want  to  become? 

Rakoff:  a  session  of  values  clarifica- 
tion can  quickly  eliminate  enormous 
areas— like  jobs  where  they  would  be 
working  alone,  if  they  prefer  to  work 
with  people.  Then  we  send  such  stu- 
dents out  to  interview  80  people,  not 
just  20.  A  good  place  to  start  is  their 
fantasies— to  weed  them  out  or  find  if 
they  can  be  realized.  I  dropped  out 
of  graduate  school  to  test  my  fantasy 
of  wanting  to  be  an  opera  singer.  My 
voice  was  good  enough,  but  I  couldn't 
survive  in  that  nasty  field. 

Isn't  Tunbridge  expensive? 

Rakoff:  It's  labor-intensive,  but  Tun- 
bridge can  be  done  within  current  ed- 
ucational expenditures,  given  the 
economies  of  scale.  At  the  high  school 
or  college  level,  it  need  cost  no  more 
thai!  the  semester  of  classroom  work 
it  replaces.  It's  impossible  to  pay  the 
huge  field  faculty  of  networkers,  but 
I  propose  barter  for  that.  People  who 
work  with  students  could  get  a  vouch- 
er applicable  to  tuition  at  the  col- 
lege for  anyone  in  their  family. 

What's  in  it  for  business? 

Rakoff:  It's  a  better  selection  process 
for  the  labor  market.  Students 
wouldn't  necessarily  be  better  trained 
when  they  arrived  on  the  job,  but 
they'd  be  more  likely  to  stay.  It  might 
also  cure  business  of  its  obsession  with 
degrees.  In  most  fields,  you  have  to  be 
trained  on  the  job  anyway,  so  the 
real  issue  isn't  prior  skill,  but  capacity 
and  motivation.  There's  a  tendency  to 
use  college  degrees  and  prestige  col- 
leges as  a  quick  way  of  deciding  who 
has  that  capacity  and  who  doesn't, 
and  that's  nonsense. 

Do  you  see   Tunbridge  as  solving 
the  problem  of  effective  education? 

Rakoff:  Society  is  so  geared  to  hypo 
that  you  have  to  yell  to  be  heard,  but 
I  loath  overselling.  I  make  a  sweep- 
ing claim  for  the  importance  of  the 
problem,  not  necessarily  for  the  im- 
portance of  my  solution.  Resides,  if 
I  claimed  Tunbridge  should  be  wide- 
ly adopted,  I'd  be  considered  an  en- 
trepreneur, and  in  education,  that's 
a  dirtv  word,   ■ 
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The  Renaissance  meets  the  Super  Bowl 

in  America^  best  selling  magazine. 

And  every  week, 

19  million  men  are  there. 


We  think  that's  what  attracts  people  to  our  magazine:  not  merely 
range,  but  editorial  balance;  not  merely  entertainment,  but  ideas,  as  well. 

It's  a  balance  that  attracts  more  than  42  million  adult  readers, 
including  more  men  than  any  other  magazine.  But  then,  TV  Guide  sells 
four  times  as  many  copies  in  a  year  as  any  other  magazine.  To  people  who 
sometimes  see  your  commercials  and  more  often  do  not.  To  people 
who  tend  to  be  younger  than  the  readers  of  most  major  magazines— the 
biggest  buying  audience  under  50  that  you  can  reach  in  any  magazine. 
To  the  people  who  buy  the  things  that  mean  success  for  most  businesses. 

If  you  have  something  to  sell  to  that  part  of  America,  you  can  tell 
them  about  it  at  a  lower  cost  per  thousand  in  TV  Guide  than  in  any  other 
major  magazine. 


TV 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  uhich  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  tnay  lawfully  offer  these  securities  in  such  State. 
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$200,000,000 


The  Dow  Chemical  Company 


8.50%  Debentures  Due  January  15,  2006 


Price  100% 

(Plus  Accrued  Interest) 


Smith,  Barney  &  Co. 

Incorporated 


The  First  Boston  Corporation         Goldman,  Sachs  &  Co.         Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers     Blyth  Eastman  Dillon  &  Co.     Dillon,  Read  &  Co.  Inc.     Drexel  Burnham  &  Co. 
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Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc. 
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January  28,  1976 
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The  Prospects  For  Detroit 


Having  painted  themselves  into  a  corner,  the  economic 
pessimists  need  all  the  help  they  can  get.  They  recently 
received  a  bit  of  encouragement  when  news  broke  of 
some  auto  plant  closings.  "Aha!"  they  said.  "The  consumer 
isn't  spending.  The  pickup  is  running  out  of  gas." 

That's  nonsense.  The  pessimists  are  mistaking  a  cross- 
current for  the  main  tide.  What  is  happening  in  the  auto 
industry  is  this:  The  stubborn  consumer  is  confounding 
all  the  experts  (and,  by  the  way,  confirming  Detroit  old- 
timers)  by  refusing  to  switch  more  enthusiastically  to 
small  economy  cars.  The  consumer  wants  economy,  yes, 
but  not  at  the  expense  of  comfort  and  size. 

The  men  who  schedule  the  industry  were  persuaded 
that  Pinto-  and  Vega-type  cars  were  going  to  get  50% 
of  the  market  this  year— as  they  did  last.  But  it  now  looks 
as  if  the  small  cars  will  get  slightly  less.  The  industry  is 
now  sitting  with  a  116-day  supply  of  small  cars— which 
is  far  too  many.  Hence  the  plant  closings.  However,  even 
for  the  auto  industry,  the  news  isn't  all  bad.  In  the  bigger 
models  there  is  only  a  74-day  supply  on  hand— no  prob- 
lem. There  is  an  actual  shortage  of  many  of  the  big  models. 

So  much  for  the  automobile  "slowdown."  Detroit  made 
a  mistake  and  is  correcting  it.  It  may  now  miss  its  goal 
of  10  million  '76s,  but  probably  not  by  more  than  5%. 

The  consumer  does  have  the  money  to  spend— all  the 
figures  confirm  this.  But  as  far  as  automobiles  are  con- 
cerned, a  good  many  of  them  want  a  different  car  than 
what  Detroit  is  currently  turning  out.  They  want  a  big 


comfortable  car  that  will  run  on  less  gasoline  than  the 
current  big  jobs.  Detroit  is  about  to  make  a  real  stab  at 
giving  them  what  they  want  in  the  1977  models.  If  the 
'77s  catch  on,  Detroit  could  easily  be  selling  cars  at  a 
10.25  million  annual  rate  by  the  year's  end. 

The  1977s  will  be  lighter  by  700  to  1,000  pounds  per 
vehicle  than  the  1976s.  (A  rule  of  thumb  is  that  each 
400-pound  change  produces  an  extra  mile  per  gallon  of 
gasoline.)  To  make  these  leaner  cars,  the  auto  industry 
is  turning  to  lighter  metals,  substituting  high-tensile  steel 
for  cold-rolled  and  plastic  for  metal.  The  consumer  will 
get  what  he  seems  to  want,  but  he  will  have  to  pay  for 
it  because  the  stronger,  lighter  steels  are  more  costly 
than  run-of-the-mill  steel. 

Our  guess  is  that  he  will  pay  for  it,  and  that  the  auto 
industry  will  be  giving  the  economy  more  help  later  in 
the  year  than  right  now.  This  is  one  more  reason  we  think 
the  economy  will  pick  up  slowly  but  powerfully.  This  is 
the  best  kind  of  recovery,  because  it  means  that  double- 
digit  inflation  is  unlikely  to  be  restarted. 

So,  don't  worry  about  the  auto  slowdown.  It's  not  a  bad 
omen.  As  inflation  dwindles  and  employment  slowly  im- 
proves, the  public  will  regain  confidence.  When  inflation 
scares  the  consumer  into  shutting  his  pocketbook,  con- 
sumer durable  goods  like  autos  and  appliances  are  among 
the  first  to  suffer.  In  spite  of  the  recent  faltering,  autos 
will  be  among  the  biggest  gainers  as  this  year's  powerful 
but  low-gear  economic  recovery  picks  up  speed.   ■ 


Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  of  Economic  Research 
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The  Bond  Market  Is  A  Bit 
Ahead  Of  Itself 


By  Ben  Weberman 


recently  received  almost  identi- 
cal requests  for  advice  from  two  old 
friends,  and  it  struck  me  that  many 
of  my  readers  may— in  a  greater  or 
lesser  way— be  faced  with  a  problem 
similar  to  that  of  my  two  friends. 

Both  men— one  of  them  retired- 
had  substantial  amounts  invested  in 
high-interest  securities,  which  are 
coming  due  at  a  time  when  short- 
term  interest  rates  are  way  down  from 
their  peaks. 

What  should  they  do?  Reinvest  the 
money  short  term  and  accept  the  low- 
er yield?  Or  wait? 

My  advice  was  to  roll  the  money 
over  into  30-to-60-day  paper  and 
wait  until  early  spring  before  going 
longer  with  their  money. 

PEAKS  AND  VALLEYS 

In  short,  I  think  that  interest  rates 
will  go  up  for  a  while  before  they 
resume  their  very  strong  downtrend. 
The  bond  market  has  gotten  a  bit 
ahead  of  itself. 

Here's  my  reasoning: 

As  I  pointed  out  last  issue,  corpora- 
tions will  be  very  light  borrowers  this 
year.  Their  profits  will  be  up  and  their 
capital  spending  will  remain  modest 
because  of  the  existing  excess  capaci- 
ty; rather  than  go  deeper  into  debt, 
most  corporations  will  prefer  to  build 
liquidity  (and  you  can  be  certain  that 
their  bankers  will  encourage  them  in 
this).  Which  leaves  the  Federal  Trea- 
sury as  the  key  to  money  demand. 

No  doubt  about  it,  the  Treasury 
will  need  a  lot  of  money.  The  Trea- 
sury wUl  have  to  borrow  somewhere 


between  $26  billion  and  $31  biUion 
between  now  and  Apr.  15  to  clean  up 
the  rest  of  the  old  fiscal  year's  shock- 
ing deficit.  After  that,  for  a  few 
months  the  Treasury  will  be  out  of 
the  market  as  final  tax  payments  flood 
in  and  keep  it  liquid.  In  the  summer 
quarter,  the  Treasury  will  be  back  for 
close  to  $20  bilhon,  then  about  $25 
biUion  in  the  fourth  quarter. 

This  will  come  to  about  885  billion 
for  the  year— a  heck  of  a  lot  of  money 
—but  the  burden  on  the  money  mar- 
kets will  be  lightened  by  the  fact  that 
private  business  won't  be  borrowing 
heavily,  as  it  did  in  1975. 

Against  the  declining  overall  de- 
mand for  money  that  I  see,  savings 
are  piling  up  at  a  record  rate.  The 
consumer  is  still  cautious,  with  home- 
building  slow  and  auto  sales  re- 
strained. The  savings  &  loan  associa- 
tions alone  accumulated  $43  billion 
last  year,  and  that  money  is  still  wait- 
ing to  go  to  work. 

A  HUMPED  YIELD  CURVE 

But,  as  I  said,  interest  rates  are  not 
going  straight  down.  I  expect  that 
money-market  instruments,  which 
currently  carry  rates  in  the  5%-to-5M? 
range,  will  be  at  6%  or  a  bit  better  by 
mid-April,  down  to  5%  again  during 
the  summer  and  back  to  around  6% 
when  the  leaves  begin  to  turn  red  and 
yellow  before  going  back  to  5%  at 
the  year's  end. 

So  much  for  short  rates.  How  about 
longer  stuff?  Here  inflationary  expec- 
tations—psychology, if  you  will— plays 
at  least  as  large  a  role  as  supply  and 
demand.  People  are  not  yet  convinced 
that  inflation  really  has  slowed  down, 
but  before  this  year  is  much  older 
that  will  change.  Excess  industrial 
capacity,  moderate  lower  food  prices 
and  stable  fuel  costs  all  are  combin- 
ing to  continue  to  put  the  brakes  on 
price  and  wage  increases.  As  people 
begin  to  realize  this,  they  will  try  to 
lock  in  yields  for  longer  periods  of 
time.  Long-term  money  will  come 
flooding  in,  carrying  long-term  inter- 
est rates  way  down. 


m 

My  1976  year-end  scenario,  then, 
is:  short-term  rates  around  current 
levels  after  having  risen  in  the  interim; 
long-term  rates  way,  way  down  from 
the  9%  level  that  prevails  today.  The 
most  generous  yields  available  at  the 
year's  end  will  be  in  the  intermediate 
(under  seven-year)  maturity  where 
the  Treasury  will  have  to  do  most  of 
its  borrowing;  intermediate  bonds 
may  yield  a  full  half  percentage  point 
more  than  long  bonds. 

Some  other  year-end  predictions: 
federal  funds  at  4.75%;  other  money- 
market  instruments  5%  to  5.25%;  high- 
quality  utility  bonds  6%  to  7%. 

In  short,  we  will  have  what  the 
professionals  call  a  humped  yield 
curve:  low  in  the  short  and  long  ma- 
turities, higher  in  the  intermediates. 

BUY  UPSTATE   UTILITIES? 

From  this,  a  clear  strategy  emerges 
for  people  who  invest  in  fixed-income 
securities.  Keep  hquid  now  in  daily- 
interest  deposits  at  banks  or  savings 
&  loans.  Some  time  between  Mar.  15 
and  early  April  take  the  money  and 
put  it  in  seven-year  Treasuries  or  the 
corporate  or  banking  equivalents.  To 
pick  a  single  security,  I  would  think 
that  the  new  Treasury  8s  of  Feb.  15, 
1983  will  be  very  attractive.  If  you 
are  a  bit  more  venturesome,  up.state 
New  York  utility  bonds,  such  as 
those  of  New  York  State  Electric  & 
Gas  or  Mohawk  Power  ought  to  be 
very  attractive  then,  too. 

If  you  are  going  to  borrow,  just 
turn  the  above  strategy  upside  down. 
Stay  with  the  banks— or  better  still,  if 
you  can,  with  commercial  paper— 
until  this  summer,  then  plunge  in  with 
your  medium-term  borrowing.  Long- 
term  borrowing  ought  to  be  good  any 
time  from  June  on. 

Neither  you  nor  I  nor  anyone  else 
can  pick  the  precise  peaks  and  bot- 
toms of  these  interest  rate  cycles,  and 
it  is  foolish  to  try.  But  for  this  year  at 
least,  the  rhythm  of  the  bond  and 
money  markets  seems  to  be  very  clear. 
The  wise  lender  and  the  .shrewd  bor- 
rower will   dance  to  that   rhythm.  ■ 
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The  Electric  Economy. 

Some  clock  watchers  are  making 

the  jommey  more  efficient. 


It's  a  simple  fact  of  eco- 
nomic life.  As  our 
country  shifts  its  energy- 
base  to  the  greater  use 
of  electricity  there  is  a 
need  to  make  even  more 
efficient  use  of  electric 
generating  facilities.  Enter  a 
key  function  in  our  journey  to 
the  Electric  Economy:  clock 
watching. 

Right  now,  electric  utilities 
must  build  to  meet  the  peak 
demand  —  even  though  that 
peak  occurs  only  during  cer- 
tain times  of  the  day  and  year 
This  responsibility  does  not 
change.  But,  in  The  Southern 
Company  system,  we  see 
other  changes  that  can  be 
made  to  make  our  facilities 
more  efficient  —  all  of  the  time. 
In  short,  the  more  we  succeed 
in  restraining  the  growth  in 
peak  demand  and  balancing 
the  load,  the  less  money  we'll 
need  for  new  facilities.  It's  that 
simple.  Biit  the  mechanics  of 
changing' usage  patterns  are 
highly  complex. 

To  industrial  customers, 
clock  watching  means  defer- 
ring some  electric  usage  to 
off-peak  hours.  For  example, 
Atlanta  Newspapers,  Inc. ,  re- 
cently installed  a  system  that 
automatically  schedules  the 
melting  of  newspaper  plates  to 
times  when  the  plant  is  oper- 
ating below  a  certain  electric 


load  level. 

Each  of  our  companies  is 
working  to  develop  other 
methods  of  deferred  usage, 
along  with  innovations  like  in- 
terruptible  contracts  and  off- 
peak  riders  —  two  more  ways 
to  reduce  the  cost  of  electricity 
to  customers  and  help  balance 
the  electric  load  in  the  bargain. 

Clock  watching  residential 
customers  also  will  help  ease 
the  journey  to  the  Electric 
Economy.  We're  looking  at 
dual  metering,  which  would 
offer  the  homeowner  a  lower 


rate  for  watching  the 
clock  and  using 
appliances  at  off-peak 
hours. 

We're  experimenting 
with  air  conditioning  con- 
trols which  automatically 
will  cycle  customers'  units  to 
reduce  summer  peaks.  And 
we  see  a  day  when  consumers 
will  watch  the  clock  for  the 
off-peak  time  to  charge  their 
electric  automobiles  and  a  host 
of  other  rechargeable  devices. 

The  Electric  Economy.  A 
time  when  just  about  every- 
thing that  runs  will  be  pow- 
ered by  electricity.  We're  well 
on  the  way.  And  we'll  save  a 
few  years  by  watching  a  few 
hours. 


The  Southern  Company: 
Alabama  Power  Company, 
Georgia  Power  Company, 
Gulf  Power  Company, 
Mississippi  Powe  ~  Company, 
Southern  Services,  Inc. 
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Money  And  Investments 


This  column  has  often  referred  to 
the  international  oils  as  "investments" 
rather  than  "speculations."  It's  an 
opinion  that  many  highly  respected 
oil-industry  analysts  question.  Some 
people  who  own  international  oil 
shares  have  not  been  too  happy  re- 
cently, partly  because  the  oils  have 
not  appreciated  as  rapidly  as  many 
other  stocks.  Let's  reexamine  the  neg- 
atives for  some  positive  aspects. 

Perhaps  the  outstanding  negative  is 
the  fact  that  the  oils  have  been  (and 
continue  to  be)  the  whipping  boys 
of  the  government.  Oil  prices  have 
about  quadrupled.  These  prices  are  a 
burden  on  all  users  and  are  one  of  the 
more  obvious  causes  of  general  infla- 
tion. It  is  politically  convenient  to 
blame  the  oil  companies  for  what 
they  can't  help,  to  tax  them  in  such  a 
way  as  to  discourage  increased  ex- 
ploration and  production,  and  even  to 
talk  about  breaking  them  up  into 
smaller  units.  Project  Independence, 
so  widely  hailed  as  an  antidote  for 
national  dependence  on  Arab  oil,  has 
been  a  complete  bust.  Domestic  pro- 
duction of  oil  has  continued  to  de- 
cline. We  are  more  dependent  than 
ever  on  imported  oil. 

YEARS  AWAY 

So  far  as  the  threat  of  a  breakup 
of  the  oil  companies  is  concerned,  it 
is  many  years  away— even  if  it  comes 
at  all.  It  would  take  two  years  or  more 
to  work  up  an  antitrust  case  against, 
say,  Exxon  or  Gulf  Oil.  Then  it  would 
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take  three  or  four  years  to  litigate  the 
case;  after  that,  assuming  appeals 
failed,  it  would  take  three  or  four 
years  to  put  the  breakup  into  effect. 
So  you  can  forget  about  that  one. 

The  big  internationals  have  already 
lost  ownership  of  much  of  their  for- 
eign production;  but  Arabs  and  other 
foreign  sources  are  still  highly  depen- 
dent on  them  for  a  market  for  their 
oil.  Competing  oil  sources  are  becom- 
ing more  important,  and  there  is  a 
strong  probability  that  Arab  oil  prices 
will  soften.  Meanwhile,  the  interna- 
tionals are  receiving  the  former  high, 
or  even  higher,  profit  levels  from 
transportation,  refining  and  market- 
ing. Mobil  Oil  and  the  Royal  Dutch/ 
Shell  Group  have  been  doing  out- 
standingly well  because  of  their  high 
foreign-marketing  emphasis. 

The  fact  is  that  the  American  econ- 
omy, and  the  world  economy,  must 
have  energy,  and  the  most  important 
source  of  energy  for  a  long  time  will 
be  petroleum,  with  coal  and  nuclear 
power  only  supplementary  sources. 

QUALITY  AT  A  GOOD   PRICE 

The  investor  can  still  turn  to  oil 
shares  for  quahty  earnings  and  divi- 
dends at  comparatively  favorable 
prices.  Exxon  (92)  has  recently  been 
selling  at  about  8  times  earnings  to 
return  5.4%;  Royal  Dutch  (43)  at  5 
times  to  return  7.5%;  Mobil  Oil  (52) 
at  6.3  times  to  yield  6.6%;  Gulf  Oil 
(24)  at  6.4  times  to  offer  7%;  Stan- 
dard of  California  (31)  at  7.1  times 
to  return  6.6%;  and  Texaco  (26)  at 
8.4  times  to  offer  7.5%.  Oil  may  be 
dear,  but  these  oil  stocks  are  rela- 
tively cheap.  These  internationals  are 
generally  cheaper,  in  my  opinion,  and 
offer  no  greater  risks  than  the  repre- 
sentative domestics.  Cities  Service 
(42)  at  9  times  to  yield  5.7%,  comes 
closer  to  the  internationals'  price  lev- 
els than  the  others.  Atlantic  Richfield 
(87)  has  lately  sold  at  about  16 
times  its  pre-Alaska  net  to  yield  2.9%. 
Continental  Oil  (69)  sells  at  about 
10  times  1975  profits  to  return  2.9%. 
Phillips  Petroleum    (57)    is  at  about 


12  times  net  to  offer  about  2.9%. 
Union  Oil  of  California  (45)  sells 
at  about  8  times  net  to  return  4.4%. 
Turning  now  to  the  stock  market 
as  a  whole,  it  seems  to  me  that  while 
stocks  are  much  higher  than  they 
were  at  the  end  of  December,  they 
are  still  reasonably  valued.  While  the 
behavior  of  the  market  in  January 
was  perhaps  more  violent  than  what 
is  to  follow,  it  set  the  tone  for  the 
next  few  months.  The  tone  of  stocks 
has  improved  the  tone  of  business. 

LOOK  FOR  THE  OVERLOOKED 

From  now  on  it  is  more  important 
to  make  sure  that  one  is  thinking  in 
terms  of  value  rather  than  in  terms 
of  price.  As  enthusiasm  grows,  more 
and  more  stocks  will  become  fully 
appraised  even  though  they  still  con- 
tinue to  go  up  in  price.  In  a  situation  ; 
like  that  it  is  often  better  to  buy  the 
less  prominent  stocks  rather  than  | 
those  most  in  the  public  eye.  The 
mining  stocks,  the  savings  <b  loans, 
most  of  the  oils,  the  life  insurance 
issues  and  not  a  few  of  the  machinery 
equities  seem  relatively  neglected. 

Mead  Corp.  (24)  seems  likely  to 
have  a  good  increase  in  earnings  this 
year,  perhaps  into  the  $3.50-to-$4 
area.  Perhaps  this  paper  equity  is 
cheaper  than  some  of  the  others  .... 
Rollins  Inc.  (26),  with  a  15-year  rec- 
ord of  uninterrupted  growth,  a  30% 
compounded  growth  record,  a  lead- 
ing factor  in  termite  control  and  a 
profitable  position  in  broadcasting, 
would  seem  entitled  to  sell  higher. 
.  .  .  The  thesis  that  Kennecott  (34) 
is  cheap  because  the  mining  proper- 
ties are  greatly  undervalued  exclusive 
of  Peabody  Coal  still  holds.  .  .  . 

One  reason  Arvin  Industries  (13) 
has  been  acting  so  well  is  that  in- 
formed people  know  that  reported 
earnings  are  understated  due  to  heav\ 
depreciation  charges  on  its  clean  ex 
haust  devices.  .  .  .  Timken  Co.  (45) 
may  earn  as  much  as  $6  a  share  thiv 
year.  The  company  did  well  last  yeai, 
increasing  both  earnings  and  the  divi 
rlciul  in  a  poor  \c;ir  in  the  industry.  • 
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SI  YEARS  OF 
IWALL  STREEf  HISrORir 

ATACUIIICE. 


1924 

Ford  cars  sell  for  $290 

1925 

Billy  Mitchell  court-martial  trial 

1926 

Trans-Atlantic  radio  and  telephone  begins 

1927 

Lindbergh  flies  the  Atlantic 

1928 

First  all-talking  colored  motion  picture 

1929 

Stock  market  collapses. 

1930 

Hawley-Smoot  Tariff  Act. 

1931 

First  nonstop  trans-Pacific  flight 

1932 

The  New  Deal. 

1933 

Gold  Standard  suspended 

1934 

Passage  of  Securities  Exchange  Act 

1935 

Congress  establishes WPA 

1936 

Social  Security  goes  into  effect 

1937 

Hindenburg  explodes 

1938 

Hitler  invades  Austria 

1939 

World  War  II  begins 

1940 

Congress  passes  draft  laws 

1941 

USentersWorldWarll 

1942 

Rationing  of  food,  clothing,  gasoline               • 

1943 

FDR  signs  withholding  tax  law. 

1944 

D-Day. 

1945 

World  War  II  ends. 

1946 

Churchill  proclaims  Iron  Curtain 

1947 

Truman  &  Marshall  plans  presented 

1948 

Truman  surprises  Dewey 

1949 

Ratification  of  North  Atlantic  Treaty 

1950 

Korea  "police  action"  begins 

1951 

First  US  commercial  color  TV 

1952 

Streptomycin  discoverers  take  Nobel  Prize 

1953 

Stalin  dies 

1954 

First  atomic-powered  submarine  launched 

1955 

Perfection  of  Salk  vaccine 

1956 

Egyptians  seize  Suez  Canal 

1957    . 

Sputnik  launched 

1958    ■ 

First  US  satellite  in  orbit 

1959  ^ 

Alaska  and  Hawaii  become  states 

1960 

Castro  confiscates  $770  mil  1  ion  of  US  property 

1961 

First  men  in  space. 

1962 

Glenn  is  first  American  to  orbit  earth 

1963 

Kennedy  assassination  November  22 

1964 

Civil  Rights  Act  passes 

1965 

Great  New  York  Blackout 

1966 

First  heart  implant. 

1967 

25th  Amendment  — Presidential  Succession 

1968 

Czechoslovakia  invaded 

1969 

first  moon  walk. 

1970 

GNP  reaches  $1  trillion 

1971 

Voting  age  lowered  to  18 

1972 

Nixon  visits  Peking. 

1973 

Freeze  on  retail  prices  to  curb  inflation. 

1974 

Year  of  Watergate 

1975 

New  York  City  fiscal  problems. 

Our  thumbnail  history  of  Wall  Street  starts  in  1924.  Because 
that  was  Dean  Witter  &  Co!s  first  year  in  business. 

So  much  has  happened  since  then.  Our  list  of  headlines  is 
far  from  complete,  "ifet  each  event  had  its  own  impact  on  the 
market. 

And  that's  the  point  we're  trying  to  make:  "Wall  Street"  is 
influenced  by  all  kinds  of  events.  Political  as  well  as  economic,  inter- 
national as  well  as  domestic. 

^%t,  despite  this  tumult,  the  American  economic  system  has 
continued  to  expand,  providing  the  highest  output  and  living  stan- 
dards the  world  has  ever  seen. 

The  securities  industry -"Wall  Street"- has  played  a  vital  role, 
providing  the  financial  ener^  to  fuel  this  expansion. The  system 
has  demonstrated  tremendous  vitality  and  adaptability. 

These  have  been -and  are -challenging  times  to  be  alive. 
Speaking  for  ourselves,  these  have  also  been  satisfying,  exciting  times 
to  be  making  a  contribution.  During  this  same  period,  Dean  Witter 
has  grown  from  a  single  office  to  become  one  of  the  nation's  largest 
investment  firms  with  some  120  offices  here  and  abroad.  And 
despite  everything- we  have  managed  to  show  a  profit  during  each 
of  those  51  years,  including  a  record  high  for  the  fiscal  year 
just  ended. 

That  kind  of  financial  soundness  is,  we  believe,  an  important 
credential  which  we  offer  to  clients  wtio  value  stability 

If  you  would  like  to  learn  more  about  Dean  Wtter,  we  invite 
you  to  visit,  call  or  write  to  any 
Dean  Wtter  office  and  ask  for 
a  copy  of  our  recently  pub- 
lished Annual  Report. 

If  you're  interested 
in  Wall  Street,  it  makes 
interesting  reading. 

Corporate  Finance  Department:  New  York,  San  Francisco.  Los  Angeles.  Chicago,  London 


Money  And  Investments 


A  Time  To  Buy  Convertibles? 


The  stock  market  lias  had  a  huge 
gain  and  may  be  running  out  of 
steam.  On  the  other  hand,  it  may  go 
up  much  more  before  the  year  is  out. 
Meanwhile,  long-term  interest  rates 
are  still  pretty  high,  but— says  Forbes 
columnist  Ben  Weberman  (p.  70)  — 
they  are  heading  for  the  basement. 

Convertible  bonds,  maybe?  Perhaps 
they  just  fill  the  bill.  If  the  stock  mar- 


ket turns  down,  declining  interest 
rates  ought  to  improve  the  prices  of 
convertible  bonds.  On  the  other  hanjl, 
if  the  stock  market  continues  to  go 
up,  the  convertibles  ought  to  rise  with 
it.  Finally,  if  the  stock  market  does 
nothing,  declining  interest  rates 
should  increase  bond  values. 

Below  are  47  selected  New  York 
Stock     Exchange-listed     convertibles. 


Statistical  Spotlight 

Each  sells  at  around  investment  val- 
ue—that is,  there  is  no  premium  for 
the  conversion  right.  While  it  is  true 
that  many  of  the  stocks  would  have 
to  go  up  substantially  before  the  con- 
version privilege  would  have  value, 
it  is  also  true  that  the  conversion 
privilege  is  virtually  without  cost  to 
the  investor.  It's  hke  a  free  option. 

Being  convertible  and  thus  appeal- 
ing to  individuals  and  institutions, 
these  bonds  are  highly  marketable.  ■ 


Recent 

Current 

Conversion 

Bond 

Number 

Standard 

Recent 

Current 

Common 

Common 

Value 

Premium  Over 

of  Common 

Coupon  & 

&  Poor's 

Bond 

Bond 

Stock 

Stock 

Per  $1,000 

Conversion 

Shares 

Bonds 

Mati 

jrity 

Rating 

Price 

Yield 

Price 

Yield 

Bond 

Value 

Per  Bond 

Alaska  Interstate 

6 

96 

B 

74 

8.1% 

133/4 

none 

19y4 

40.0% 

38.46 

Alexander's 

SV2 

96 

B 

55y4 

10.0 

73/8 

4.1% 

173/4 

140.7 

31.01 

American  Air  Filter 

6 

90 

BB 

89y8 

6.7 

20y8 

2.4 

235/8 

17.4 

37.74 

Amfac 

5y4 

94 

BB 

63 

8.3 

163/8 

6.1 

17Vi 

67.9 

22.90 

Ashland  Oil 

43/4 

93 

BBB 

67 

7.1 

24y2 

6.1 

33y2 

36.7 

20.00 

Becton  Dickinson 

5 

89 

BBB 

84y2 

5.9 

395/8 

1.3 

543/4 

38.2 

15.42 

Burlington  Northern 

51/4 

92 

BBB 

84y8 

6.2 

353/4 

none 

46y4 

29.4 

18.18 

Chase  Manhattan  Corp 

bVi 

96 

— 

743/4 

8.7 

283/4 

7.7 

43 

49.6 

17.39 

Del  Monte 

SVa 

94 

BB 

76 

6.9 

23y4 

6.0 

295/8 

27.4 

25.64 

FMC 

4V4 

92 

BBB 

71  y2 

5.9 

243/4 

4.0 

295/8 

19.7 

24.10 

Foremost  McKesson 

6 

94 

BB 

7Vk 

8.3 

i6y8 

5.7 

22  y8 

37.2 

32.62 

Fruehauf 

51/2 

94 

BB 

64 

8.6 

22  y2 

8.0 

295/8 

31.7 

21.62 

General  Instrument 

5 

92 

BB 

61  y2 

8.1 

103/4 

none 

3878 

261.6 

15.84 

Grumman  Corp 

8 

99 

BB 

883/4 

9.0 

i4y4 

4.2 

173/4 

24.6 

50.00 

Hammermill  Paper 

5 

94 

BB 

68% 

7.3 

20 

6.0 

17  Vi 

37.5 

25.00 

International  Silver* 

5 

93 

BB 

56y4 

8.9 

9y8 

7.1 

183/4 

89.9 

30.00 

Itel 

8 

96 

B 

79 

10.1 

7y8 

2.5 

^vk 

50.8 

66.67 

Kirsch 

6 

95 

BBB 

71% 

8.3 

i5y4 

5.9 

233/8 

53.3 

30.83 

Lone  Star  Industries 

SVb 

93 

BB 

7Vh 

7.0 

163/4 

6.0 

i9y8 

14.1 

38.46 

McDonnell  Douglas 

4V4 

91 

BB 

71 

6.6 

i7y2 

2.3 

22 

25.7 

32.67 

McGraw-Hill 

3% 

92 

— 

57V2 

6.7 

145/8 

3.8 

3578 

145.3 

16.00 

MGIC  Investment 

5 

93 

BB 

SV/i 

9.7 

123/4 

0.8 

305/8 

140.2 

16.81 

Miles  Laboratory 

51/4 

94 

BB 

65 

8.1 

24 

5.3 

42  y4 

76.0 

15.38 

National  Cash  Register^ 

6 

95 

BBB 

74 

8.1 

273/4 

2.6 

48  ya 

73.4 

15.38 

Ogden 

5 

93 

BB 

63% 

7.9 

IBVa 

5.4 

313/4 

70.5 

20.00 

Papercraft 

5V4 

94 

BB 

57V8 

9.2 

ioy4 

5.9 

1874 

78.0 

31.33 

Pennzoil 

sVa 

96 

BB 

75 

7.0 

23 

5.2 

283/4 

25.0 

26.14 

Purex 

4% 

94 

BBB 

66 

7.4 

155/8 

6.1 

23 

47.2 

28.71 

RCA 

4V2 

92 

BBB 

66y4 

6.8 

24y8 

4.1 

39y8 

62.2 

16.95 

Reading  &  Bates 

SVi 

88 

B 

84 

6.5 

18 

2.2 

233/4 

31.9 

35.34 

Revere  Copper  &  Brass 

SVi 

92 

BB 

57 

9.6 

83/8 

none 

193/8 

131.3 

29.41 

Reynolds  Metals 

AVi 

91 

B 

66y4 

6.8 

305/8 

3.3 

403/8 

31.8 

16.41 

Rochester  Telephone 

43/4 

94 

A 

71 

6.6 

12% 

6.2 

i6y2 

28.2 

43.48 

Rohr  Industries 

S'A 

86 

B 

53 

9.9 

5y8 

none 

i3y2 

163.4 

39.11 

SCM 

5V2 

88 

BB 

64  y4 

8.6 

i4y2 

4.8 

2978 

106.0 

21.50 

Skil  Corp 

5 

92 

B 

52 

9.6 

9% 

none 

203/4 

110.1 

25.00 

Standard  Packaging^ 

51/4 

90 

B 

47y2 

11.1 

43/4 

none 

223/4 

378.9 

20.83 

Tappan 

5V2 

94 

BB 

55 

10.0 

8 

2.5 

17 

112.5 

32.26 

Trans  World  Airlines 

5 

94 

B 

39  y4 

12.7 

eye 

none 

2174 

139.4 

18.52 

Uniroyal 

S'A 

96 

BB- 

58 

9.5 

85/8 

5.8 

143/4 

71.0 

39.41 

United  Brands 

51/2 

94 

B 

43  y2 

12.6 

63/8 

none 

2378 

274.5 

18.18 

United  Merch  &  Mfrs 

4 

90 

BB 

58 

6.9 

17 

4.7 

1978 

16.9 

29.20 

United  Nuclear 

5 

88 

BB- 

77 

6.5 

195/8 

none 

17  V A 

38.9 

28.26 

US  Home 

5y2 

96 

B 

49 

11.2 

6y2 

none 

^4V4 

119.2 

34.48 

UV  Industries 

53/4 

93 

B 

71Va 

7.9 

223/4 

4.4 

325/8 

43.4 

22.28 

Walgreen 

5y2 

91 

BB 

69  y2 

7.9 

143/4 

6.8 

223/8 

51.7 

31.00 

Zurn  Industries 

53/4 

94 

BB 

68 

8.5 

103/4 

3.0 

193/8 

80.2 

35.09 

1.   Now  Insiico  Corp.       2. 

Now  NCR  Corp. 

3. 

Now  Saxon 

n  d  u  s  f  r  i  e  5 . 
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How  to  tell  original 
prints  from  cheap  reproductions. 


Andre  Branlut  i  '.s  ./ 
lithograph  '  Blue  Riders, ' 
limited  edition  of  175. 


Buying  original  prints  is  an  excellent  way 
for  the  novice  to  make  a  modest  investment  in 
beautiful  works  of  art. 

The  buyer  had  better  beware,  however. 
As  more  and  more  attention  is  being  given 
to  art  as  an  investment,  more  and  more  dealers  are 
trying  to  pass  off  cheap  reproductions  as  fine  art. 

At  the  Original  Print  Collectors  Group,  we 
sell  only  fine  original  works  to  a  growing  number 
of  people  who  are  enthusiastic  about  buying  good 

I  art  at  moderate  prices. 

One  of  our 
jprimary  concerns  is  to 
leducate  our  customers, 
so  that  they'll  be  able  to 
discriminate  and  get  true 
j  value  for  their  money. 
A  few  pointers, 
then,  about  original 
prints: 
Original  prints,  whatever  the  process  used  to 
create  them,  are  "hand-pulled"  under  the  artist's 
supervision,  or  by  the  artist  himself.  This  means  that 
any  work  produced  photographically  or  by  another 
purely  mechanical  process  is  not  an  original  print. 

If  you  examine  a  print  under  a  Has  the 

magnifying  glass  and  discover  a  work  been 

regular  pattern  of  small  dots,  you        "hand-pulled"? 
will  know  immediately  that  it  is  not  an  original  work. 
If  the  print  is  a  serigraph  ( produced  by  a  silk- 
screen  process) ,  the  ink  will  seem  rather  like  paint 
and  appear  to  be  sitting  upon  ( rather  than  absorbed 
into )  the  paper. 

Etchings  and  engravings  will  produce  a 
physical  impression  on  the  paper  itself. 

Contemporary  original  prints  will  always  be 
signed  in  pencil  by  the  artist  himself,  to  indicate  personal 
supervision  and  approval  of  the  individual  print. 

Original  prints  are  always  produced  in  limited 
editions,  at  the  most  several  hundred  copies.  If  thou- 
sands of  copies  are  available,  then  the  work  is  almost 
certainly  not  original.  ( In  most  cases,  to  assure  that  the 
integrity  of  their  work  is  not  violated,  artists  will 
destroy  the  plate  after  the  edition  has  been  produced.) 
The'print  will  have  a  figure  on  its  border, 

indicating  the  number 


Gatja  Rothe's  rare  mezzotint  engraving  "Les  Eleves 

,"  limited  edition  of  200. 
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Is  the  edition  limited 
and  is  the  print  numbered? 


Did  the  artist  personally 
sign  the  individual  work? 


Lucija  Jovanovic's  original 
.  lithograph  "Su 

or  prmts pulled  and  the   limited  edmon 
number  of  the  individual 
print  in  the  sequence. 

For  example,  the 
figure  50/100  means  that 
the  edition  has  been  limited 
to  100,  and  that  this  is  the 
50th  print  pulled. 

There's  a  lot  more  to  be 
learned  about  buying  original 
prints,  more  than  we  can  tell  you  on  this  page. 

But  if  you'll  send  for  our  free  color  brochure,  we'll  be 
happy  to  tell  you  more,  and  show  you  the  quality  and  variety 

of  the  prints  we  offer.  ©  1976  Original  print  collectors  group,  Ltd.  q\^ 


They  include  limited  edition  etchings,  serigraphs 
and  lithographs  by  both  contemporary  and  traditional  artists 
with  international  reputations.  Some  exam- 
ples: Raskin,  Calder,  Dali,  Delacroix,  Picasso 
and  Renoir. 

If  you  decide  to  buy  a  print,  we'll  frame 
it  handsomely  and  send  it  to  you  with  a  full 
money  back  guarantee.  If  you're  not  satisfied 
for  any  reason,  you  simply  return  your  print 


lithograph  'Swan  ^rruonela,-^^^  g^^  ^  f^jj  refund. 


We'll  also  send  you  a  brochure,  every 
two  months,  featuring  new  selections  of 
prints ,  along  with  an  informative  newsletter. 

If  you're  interested  in  investing  in  art,  invest  a  13^ 
stamp  in  your  art  education  and  send  for  our  brochure  today. 


Hank  Laventhol's  original 
etching  "Monterey  Mist,"  limited 
edition  of  125- 


Ori9inal  print  cofledors  3roup,Ltd.  y^ 

120  East  56th  Street,  Dept  F-2  New  York,  NY.  10022     ^ 
D  Send  me  your  free  color  brochure. 


Name 


Address 


State 


Zip 
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''Kodak  showed  us  how  to  save  ^50,000  a  month 

OH  COtfipilTCV  VCpOVtS*  Those  are  the  savings  reported  by  a  major 

West  Coast  bank  we  at  Kodak  helped  get 
started  in  computer  output  microfilming. 

This  is  not  an  isolated  example.  Two 
years  ago,  following  a  Kodak  proposal,  a 
midwestem  insurance  company  installed  a 
COM.  Since  then,  they've  converted  150 
programs  fi:*om  paper  to  film.  Savings  add 
up  to  $114,000  a  year 

You  already  know  you  save  money  with 
Kodak  microfilm.  But  in  cases  like  these, 
we're  talking  about  a  Kodak  contribution 
that  can  have  a  real  impact  on  an  organiza- 
tion's profitability. 

To  make  this  kind  of  progress  in  your 
organization  takes  your  determination  to 
seek  better  answers.  And  then  to  act  on 
them.  The  sooner  you  ask  us,  the  sooner  we 
can  help  with  an  in-depth  Proposal. 
If  you've  already  re- 
ceived a  Kodak 
Proposal,  why  not 
:  act  on  it  now  and 

start  saving. 

Write  on  your 
letterhead  to  D.  W.  Storey, 
Eastman  Kodak  Company, 
Dept.  6506,  Rochester,  N.Y.  14650.  What 
you're  saving  now  with  microfilm  is  only 
the  beginning. 


Ask 
us 


Take  a  step 
into  the  future. 

We  just  did. 

A  giant  step.  By  combining  all  of  the  strengths  and  talents  of 
Smith,  Barney  &  Co.  and  Harris,  Upham  &  Co.  on  January  30, 1 976 
to  become  one  of  the  largest,  best-capitalized  investment 
firms— anywhere. 

As  Smith  Barney,  Harris  Upham  &  Co.,  we  share  more  than  a 
century  of  achievement  as  independently  successful  firms  guided 
by  two  very  fundamental  principles:  integrity  and  quality. 

Principles  expressed  best,  perhaps,  by  the  skills,  the 
character  and  professional  caliber  of  our  people. 

Our  hallmarks  are- 
investment  banking  —  the  whole  breadth  of  financing 
services  for  corporations,  municipalities  and  governments 
—  both  here  and  abroad. 

Exceptional  institutional  research,  block  trading  and 
market  making. 

Diversity  of  investment  services  for  individual  investors: 
stocks,  bonds,  options,  commodities,  portfolio  manage- 
ment, real  estate,  mutual  funds  and  investment  trusts. 

Asset  management  for  pension  and  endowment  funds, 
foundations  and  other  institutions. 

From  our  point  of  view,  changing  investment  patterns, 
industry's  enormous  demand  for  capital  in  the  years  ahead  and 
basic  restructuring  of  financial  institutions  and  the  securities 
industry  itself,  created  an  ideal  climate  in  which  to  bring 
together  two  firms  thoroughly  compatible  and  complementary 
in  management  and  investment  philosophies. 

From  your  point  of  view,  the  combination  of  our  two  firms  means 
added  scope  in  reaching  new  sources  of  capital  and  the  ability 
to  provide  innovative  financing  approaches.  Nationwide.  Worldwide. 

It  means  all  of  our  services  are  more  readily  available  through 
more  than  1 ,000  Registered  Representatives  in  80  cities 
in  the  U.S.  and  overseas. 

And  it  means  that  our  strong  capital  and  disciplined  management 
practices  ensure  the  stability  and  sound  organization  essential 
to  maintaining  the  quality  of  our  investment  services. 

Smith  Barney,  Harris  Upham. 

One  new  name  for  two  old  firms  that  cordially  invite  you  to  step 
into  your  own  financial  future  —  with  us.  Qfviith  Rsim  A%/ 

Harris  Upham  &  Co. 

Incorporated 

Corporate  Headquarters:  1345  Avenue  of  the  Americas,  New  York,  N.Y.  10019 
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kfter  the  turn  of  the  year  when 
the  stock  market  began  to  pick  up, 
most  commentators  viewed  it  as  a  nor- 
mal, though  somewhat  belated,  year- 
end  rally,  a  seasonal  phenomenon 
that  occurs  with  a  high  degree  of 
regularity.  Now  we  know  that  it  was 
nothing  less  than  a  ree\'aluation  of 
common  stocks  as  investments;  there 
were  no  news  developments  to  ac- 
count for  the  122-point  runup  in  the 
Dow,  the  extraordinary  xolume. 

Perhaps  the  best  way  to  understand 
what  led  to  the  transformation  is  to 
recall  the  gloomy  circumstances  that 
were  prevailing  in  the  fall  of  1974. 
Corporate  profits  were  at  an  alltime 
high  that  year,  but  it  was  a  virtual 
certainty  that  they  were  heading  for 
a  rather  severe  decline. 

PROFITS  HEADED   HIGHER 

The  more  important  reason  for 
those  extremely  low  P/E  ratios  was 
the  fact  that  money  rates  and  long- 
term  inter^t  rates  had  risen  to 
uniquely  high  le\els.  When  bonds  are 
selling  at  prices  equivalent  to  8  or  9 
times  a  year's  income,  how  can  stocks 
be  selling  at  much  more  than  6  times 
earnings  and  15  times  the  dixidend? 

Today  you  have  the  reverse  situa- 
tion. Though  coiporate  profits  are 
down  from  1975  on  an  over-all  basis, 
they  are  hea'ded  higher.  There  are 
estimates  that  earnings  on  the  DJI 
may  reach  $100  this  year,  and  if  our 
economy  should  continue  to  improve 

Mr.  Biel  is  a  sen  or  vice  president  of  the  New 
York   Stock   Exchange  firm   of  Hoppin,   Watson    Inc. 


This  Is  No  Flash  In  The  Pan 


By  Heinz  H.  Biel 


at  a  moderate  rather  than  a  hec- 
tic pace,  1977  could  be  even  better. 

Meanwhile,  money  rates  have  tum- 
bled. Treasury  bills  now  yield  well  un- 
der 5%;  the  banks'  prime  lending  rate 
has  been  reduced  to  6/2%.  Interest 
rates  on  long-term  bonds  are  coming 
down  more  slowly,  but  if  Ben  Weber- 
man  (Forbes,  Feb.  1,  p.  52)  is 
right,  they  could  drop  into  the  6%  to 
77c  range  later  this  year. 

Taking  the  DJI  as  the  most  familiar 
yardstick,  its  present  P/E  is  about  10 
times  projected  1976  earnings.  This 
may  seem  high  when  compared  with 
1974,  but  it  is  far  from  exorbitant  by 
comparison  with  historical  multi- 
ples for  the  Dow  which  averaged  well 
above  15  in  the  1960s.  Does  a  mul- 
tiple of  11  or  12  seem  unrealistic? 

Of  course,  there  is  no  ironclad 
guarantee  that  this  pattern  will  not 
change.  Inflation  could  get  worse;  in 
that  e\'ent  money  rates  and  long-term 
interest  rates  would  probably  rise 
again  instead  of  declining.  And  it  is 
conceivable  that  our  economic  recov- 
ery could  get  stalled. 

All  this  is  possible,  but  the  mar- 
ket with  its  keen  instinct  will  probably 
"smell"  a  change  in  the  climate  for 
stocks  much  sooner  than  any  Mon- 
day-moniing  quarterback.  So  far  the 
optimistic  rationale  seems  to  be  valid. 

Don't,  however,  forget:  1)  Even 
the  most  desirable  stock  can  become 
overpriced;  and  2)  steep  advances, 
such  as  we  saw  last  month,  do  not 
continue  without  occasional  setbacks. 
The  major  trend  is  UP.  Welcome  a  sell- 
off  as  another  buying  opportunity. 


WHICH  ONES? 

Picking  the  right  stocks,  i.e.,  the 
ones  that  will  go  up,  has  lately  been 
as  easy  as  shooting  fish  in  the  barrel. 
But  what  now? 

Should  one  buy  the  obvious  lag- 
gards like,  for  instance,  the  pharma- 
ceuticals, or  the  banks,  or  fertilizer 
companies?  Personally,  I  have  become 
quite  allergic  to  the  drug  stocks. 
There  have  been  too  many  unpleasant 
surprises,    whether   it   be    actions    by 


the  F.D.A.,  or  alleged  side  effects  of 
an  important  drug,  or  price  competi- 
tion by  generic  drugs.  The  best  phar- 
maceutical stocks  are  not  cheap 
enough  to  make  me  want  to  take 
risks  of  such  an  unpredictable  nature. 
I  feel  kindlier  towards  the  banks. 
The  big  ones  still  have  big  problems— 
but  the  chances  of  survival,  and  even 
full  recovery,  are  improving  day  by 
day.  Conservative  investors  should 
look  at  BankArnerica  (45),  one  of  the 
few  bank  stocks  still  selling  way  above 
book,  or  Bank  of  New  York  (32), 
which  yields  close  to  7%.  For  action, 
I'd  pick  Citicorp  (32).  And  then 
there  is  Republic  N.Y.  Corp.  (23),  a 
stock  I  mentioned  in  this  column 
some  years  ago.  The  bank's  perfor- 
mance has  left  little  to  be  desired,  but 
its  market  action  has  been  horrible. 
The  stock,  listed  on  the  American 
Stock  Exchange,  suffers  from  lack  of 
interest  rather  than  any  real  defects. 

WAIT  FOR  SETBACKS 

The  leading  fertilizer  companies, 
International  Minerals  6-  Chemical 
(37)  and  Williams  Cos.  (26),  are 
likely  to  show  poor  earnings  in  the 
first  half  of  1976  in  comparison  with 
the  same  period  a  year  ago,  when 
the  fertilizer  export  business  was 
booming.  Six  months  from  now,  when 
today's  purchases  will  be  long  term, 
year-to-year  comparisons  should  get 
better.  Holding  these  two  stocks  will 
require  more  patience  than  most  peo- 
ple have  when  the  market  is  boiling. 

The  chemicals  huve  been  just 
great,  but  they  have  been  moving 
up  so  fast  that  I  would  not  chase 
them.  Wait  for  a  setback  before  buy- 
ing Dow,  Monsanto,  Union  Carbide 
or  Diamond  Shamrock.  Pennwalt  (35) 
is  still  reasonable  but  no  longer  cheap. 

Here  are  a  few  other  stocks  that 
merit  investment  consideration:  May- 
tag (34),  Emerson  Electric  (39), 
Eastern  Gas  ir  Fuel  (30),  Pullman 
(31),  General  Signal  (41),  St.  Regis 
Paper  ( 40 ) ,  as  well  as  Mobil  Oil  ( 54 ) , 
whose  $8  a  share  earnings  in  1975 
were  above  all  expectations.  ■ 
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Money  And  Investments   ^ 


The  Money  Men 


A  Cagey  Way  To  Play 
The  Option  Market 

Mullen  of  Memphis  Light,  Gas  &  Water 


We  heard  it  first  from  the  brokers : 
The  story  of  a  guy  at  a  retire- 
ment fund  in  the  South  who  runs 
what  may  be  the  biggest  option  ac- 
count in  the  country.  They  say  he 
made  a  40%  return  last  year.  And  that 
he  handles  investments  as  just  a  part- 
time  job,  too. 

That's  why  we  wound  up  one  Jan- 
uary morning  in  William  Mullen's 
cheery,  fifth-floor  oflBce  at  Memphis 
Light,  Gas  &  Water.  As  the  municipal- 
ly-owned utility's  secretary-treasurer, 
this  44-year-old  former  lineman  su- 
pervises $72  million  in  pension  assets. 
And  he  doesn't  dispute  those  rumors. 

"Last  April  I  persuaded  our  trustees 
to  give  me  $7  million  to  start  trading 
options.  I'd  been  studying  this  for 
18  months,  and  I  thought  I  saw  a 
way  to  run  a  conservative  portfolio 
and  get  a  good  return.  We  don't  buy 
options;  we  write  them.  We  sell  the 
high  rollers  a  tool  to  play  with. 

"It  went  so  well  that  they  raised 
my  kitty  to  $12  million  in  August.  By 
the  end  of  the  year,  we'd  taken  in 
$3  million  in  premiums.  Annualized, 
that's  about  twice  the  appreciation 
our  outside  money  managers  got  with 
the  rest  of  our  funds."  Not  bad  for  an 
MBA  from  Memphis  State  who  didn't 
start  college  until  he  was  30! 

While  we  were  asking  for  details, 
the  telephone  buzzed.  One  of  Mem- 
phis Light's  12  brokers  was  touting  a 
position  in  Allied  Chemical.  Bill  Mul- 
len figured  quickly  with  a  red  felt- 
tipped  pen— ignoring  a  handy  pocket 
calculator. 

"Fine.  We'll  take  5,000  shares,  but 
create  a  cost  of  32^2.  And  make  sure 
about  the  dividend."  He  beamed  at 
us:  "I  just  made  30%  on  my  money." 

We  looked  confused.  What  did  he 
mean  "create"  a  cost? 

"Look  what  happened.  Allied 
Chemical  is  selling  for  39/2,  and  the 
April  option  at  35  is  6%.  We  buy 
the  stock  and  sell  the  option,  so  our 
price  per  share  is  really  32^8.  Actual- 
ly, I  placed  my  order  at  32)2,  which 


is  a  little  better  than  market." 

Okay,  but  where's  the  30%? 

"We  hope  they'll  take  the  stuff 
away  from  us  in  three  months  at  35 
—leaving  the  difference  as  profit. 

"Round-trip  commissions— buying 
the  stock,  writing  the  option  and  then 
selling  the  stock  again— amount  to 
35  cents  a  share.  But  we'll  earn  a  45- 
cent  dividend.  Figure  it  out.  We  make 
$2.60  on  a  $32.85  investment.  Our 
money  is  only  tied  up  until  April. 
That's  really  almost  32%  a  year." 

The  phone  buzzed  again.  Mullen's 
old  pole-climbing  spikes,  bronzed  and 
hanging  on  his  wall,  told  us  he  wasn't 
afraid  of  taking  chances,  but  wasn't 
reckless  either.  He  arranged  a  25,000 
share,  24%  position  in  Westinghouse 
while  we  rehashed  the  Allied  Chem- 
ical transaction. 

In  vs.  Out 

Traders  call  Mullen's  technique 
writing  "in  the  money"  options.  He 
locks  up  his  profits  and  hopes  that 
the  stock  he  buys  will  be  called  away. 
Most  other  institutions  that  admit  to 
being  active  in  the  market— like  Irv- 
ing Trust  and  Aetna  Life  &  Casualty- 
use  the  opposite  approach.  They  write 
"out  of  the  money "  positions  by  sell- 
ing the  calls  on  stock  they  already 
own  at  a  price  above  market. 

"You  see,"  explained  Mullen,  hang- 
ing up  the  phone,  "what  I  do  is  dif- 
ferent. I  want  Allied  to  be  taken 
away.  That  happens  if  the  stock  stays 
level  or  goes  up.  If  it  goes  down  10% 
—to  anything  above  35— I'm  still  sold 
out.  In  fact,  the  only  time  I'm  stuck 
is  if  the  price  drops- below  35.  And 
I'm  protected  all  the  way  to  33  be- 
cause that's  what  I  actually  paid. 

"I  figure  I've  got  3-to-l  odds,  even 
better  with  a  rising  market.  And  I 
won't  set  up  anything  that  doesn't  of- 
fer a  return  of  2%  a  month.  Last  sum- 
mer you  could  make  40%  all  the 
time  on  a  stodgy  old  stock  like  Fan- 
nie Mae." 

We  mulled  this  over.   Mullen  sets 


up  positions  in  companies  with  high 
option  premiums.  Theirs  are  the  stocks 
option  buyers  think  will  make  sharp 
jumps  over  the  next  few  months.  He 
bets  against  the  speculators  by  agree- 
ing to  sell  out  now  at,  say,  a  20%  prof- 
it, instead  of  riding  along  for  a  big- 
ger anticipated  gain  buyers  have  built 
into  the  option  prices.  "If  the  stuff 
.does  jump  40%,  I  only  get  half  the 
rise,"  he  says.  "So  what?" 

Though  his  technique  is  more  like 
arbitrage  than  straight  stock-picking, 
Mullen  won't  buy  just  anything  that 
looks  good:  "I've  got  three  criteria:  I 
need  a  dividend-paying  company  with 
low  volatility  and  a  good  name.  Right 
now  Tandy  is  probably  the  most  over- 
valued option  around.  Maybe  I  could 
make  50%,  but  I  won't  touch  it.  Runs 
up  and"  down  too  much.  It  might  col- 
lapse and  I'd  be  stuck." 

Telephone  again.  This  time  it's  two 
lines  at  once,  and  a  New  York  broker 
holds  for  ten  minutes  while  Mullen 
finishes  the  first  call.  Memphis  Light's 
steady  trading  generates  big  commis- 
sions. Mullen  figures  his  portfolio 
turns  over  four  times  annually,  with 
transaction  costs  averaging  about 
three-fourths  of  1%.  So  he  eats  up 
nearly  $400,000  to  manage  $12  mil- 
lion—even with  volume  discounts  no 
little  guy  could  wangle. 

Mullen  makes  his  brokers  work:  "I 
don't  give  easy  orders.  On  that  Allied 
Chemical,  I  told  him  to  create  a  cost 
of  32J2.  That's  one-eighth  below  the 
market,  so  if  they  want  my  $1,750  in 
commi-ssions,  the  brokerage  house  will 
probably  have  to  leg  into  the  deal 
They'll  either  buy  the  stock  or  tlu 
option  in  advance  and  hope  they 
read  the  market  in  the  right  direction. 
I'll  only  accept  matched  positions— 
that  is,  where  we  sell  the  option  and 
buy  the  stock  simultaneou.sly.  It  might 
take  them  three  days  to  execute 
that  full  5,000  shares.  In  fact,  that 
one  is  so  good  I  might  not  get  it  at 
all.  Okay,  I'll  just  catch  another  bus." 

If  it's  that  easy,  we  wondered,  why 
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are  so  few  money  managers  playing 
Mullen's  game?  (Small  investors,  of 
course,  would  be  destroyed  because 
of  higher  trading  costs. ) 

"They're  holding  back  because  it's 
new,  it's  different  and  it's  a  lot  of 
work,"  Mullen  guesses.  "I  spend  half 
my  time  running  $12  million.  One 
man  full  time  couldn't  handle  more 
than  $25  milHon.  No  one  would  want 
to  do  that  for  only  a  1%  fee."  Bill 
Mullen  earns  less  than  $30,000. 
Charging  half  his  salary  to  the  option 
trading  means  the  old  folks  are  get- 
ting a  good  deal. 

Another  reason  that  there  aren't 
more  players  in  the  game:  the  In- 
ternal Revenue  Service.  Though  the 
law  will  probably  soon  be  changed, 
it  now  classes  premium  receipts  from 
unexercised  options— the  profits  out- 
of-the-money  writers  hope  to  realize, 
though  not  the  bulk  of  Mullen's  gains 
—as  ordinaiy  income. 

Then  there  are  the  legal  hurdles. 
Fiduciaries  like  Mullen  must  conform 
to  the  19th  century  "prudent  man" 
rule— and  the  idea  of  prudent  men 
and  option  traders  in  the  same  room 
scares  most  attorneys.  Again,  Bill 
Mullen  isn't  worried :  "Those  guys 
have  never  bothered  to  sit  down  and 
understand  this  thing.  To  me,  you're 
imprudent  if  you  don't  do  it.  Besides, 
my  board  loves  the  results." 

A  Time  For  Options 

Mullen  doesn't  claim  he  can  make 
40%  every  year.  Last  year  was  almost 
ideal  for  option  writers.  But  what 
happens  in  a  bad  year  like  1974, 
when  stocks  are  dropping  so  fast  that 
Mullen  might  not  be  able  to  Hquidate 
his  positions  fast  enough  to  get  out 
whole?  He  merely  claims  his  tech- 
niques can  halve  downside  losses. 
But  he  has  no  record  to  prove  that. 
Another  problem  is  missing  a  rapid 
rise,  like  the  Dow's  14%  January  jump 
—your  stocks^et  called  too  early. 

Then,  too, -the  game  is  starting  to 
get  crowded.  House  trading  by  bro- 
kerage firms  still  probably  accounts 
for  half  of  the  volume,  though  now 
institutions  and  private  money  man- 
agers are  moving  in  fast.  Competition 
brings  returns  down,  and  juicy  deals 
get  harder  for  Mullen  to  spot.  "It'll 
soon  get  so  scientific  that  premiiuns 
will  be  squeezed  down,"  he  admits. 
"But  I  believe  we're  still  good  for 
three  or  four  more  years." 

One  more  telephone  call.  The  Al- 
lied Chemical  option  is  falling.  No 
executions  at  3232.  "Wait  for  another 
bus,"  instructs  Mullen.   ■ 
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BENDIX  UPDATE 


'Our  strong  showing  in 
the  first  quarter  augurs 
well  for  the  second 
quarter  and  the  rest  of 
the  year.  In  fact,  I  have 
every  reason  to  expect 
that  Bendix  will  achieve 
outstanding  results  in 
fiscal  1976.  " 

I  am  happy  to  report  that 
Bendix  operations  more  than 
met  the  very  high  goals  we 
had  set  for  the  first  quarter  of 
fiscal  1976.  We  opened  fiscal 
year  1976  with  the  best  first 
quarter  in  Bendix  history. 

Net  income  for  the  period 
ended  December  31  ad- 
vanced by  36  percent  over 
last  year's  first  quarter  on  a 
revenue  increase  of  11  per- 
cent. First  quarter  earnings 


First  quarter  of  fiscll 


were  $23.4  million,  or  $1.42 
a  share,  on  revenues  of  $685 
million.  This  compares  with 
net  income  of  $17.2  million, 
or  $1.06  a  share,  on  revenues 
of  $617  million,  for  the  first 
quarter  of  fiscal  1975. 

Virtually  all  parts  of  the 
corporation  contributed  to 
this  upsurge  in  our  results.  In 
particular,  major  improve- 
ments were  achieved  in  our 
shelter  operations  during  the 
October- December  period, 
as  well  as  in  the  sales  and 
profits  of  our  energy-related 
business. 

Aerospace- electronics 
continued  its  very  strong  per- 
formance, and  our  worldwide 
automotive  operations,  which 
booked  higher  sales  and 


somewhat  lower  profits  fo 
the  three-month  period, 
should  benefit  from  the 
general  recovery  of  the  ii 
dustry  during  the  rest  of  tl  ^\ 
fiscal  year. 

Other  key  factors  in  the 
first  quarter  results  were  X\ 
carryover  benefits  of  cost 
reduction  programs  under 
taken  last  year. 

Late  in  the  first  quarter, 
assumed  full  ownership  ot 
Jurid  Werke  GmbH, 
Germany's  leading  brake 
lining  and  friction  materia 
supplier,  in  which  we  had 
held  a  49  percent  interest!, 
since  1969.  We  believe  thi 
acquisition  not  only  will    ^ 
favorably  affect  our  earnin 
for  the  year,  but  also  will  < 


] 


If  you  would  like  a  copy  of  our  1975  Annual  Report 
and/or  First  Quarter  1976  Report,  write  The  Bendix 
Corporation,  Executive  Offices,  Southfield,  Michigan 
48076. 
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6  the  best  in  Bendix  history. 


ice  our  growth  potential  in 

Common  Market,  Spain 
i  Latin  America— areas 
ere  Bendix  is  a  leading 
ducer  of  braking  systems, 
n  addition  to  the  acquisi- 
1  of  Jurid,  we  are  com- 
ted  to  the  largest  capital 
estment  program  in 
idix  history,  approximately 
0  million  for  the  current 
al  year.  And  our  company- 
)nsored  research  and 

elopment  budget  for  fiscal 
'6  is  also  at  a  record  level. 
3ur  strong  showing  in  the 
t  quarter  augurs  well  for 

second  quarter  and  the 
:  of  the  year.  In  fact,  I  have 
•ry  reason  to  expect  that 
^d\x  will  achieve  outstand- 

results  in  fiscal  1976. 

Michael  Blumenthal 
airman,  President  and 
ef  Executive  Officer 


BENDIX  IN  THE  SEVENTIES 


EARNINGS  PER  SHARE 

$4.89 


ANNUAL 


THREE   MONTHS 


70        71 


74         75 


75         76 


$32.3 


$42.1 


$56.0 


$69.3    $75.8 


$79.8 


$17.2 

$23.4 

EARNINGS  (Millions) 


Annual  figures  exclude  a  non-recurring  credit  and 
extraordinary  items. 
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Don^t  Get  Trampled! 


By  Myron  Simons 


I  he  trouble  with  a  market  that 
moves  in  giant  steps— as  in  1976  to 
date— is  that  in  between  the  dramatic 
spurts  there  are  Ukely  to  be  long  pe- 
riods of  disinterest.  Take  1975.  The 
Dow  was  up  an  astonishing  250  points 
by  April.  Then,  for  the  rest  of  the 
year,  it  stayed  in  a  50-point  range.  If 
you  weren't  fully  invested  by  January 
or  February,  it  wasn't  easy  to  make 
money  even  though  the  record  showed 
a  38%  advance  in  the  Dow  for  the 
year.  In  stock  markets  like  this,  tim- 
ing is  all. 

The  first  step  is  to  understand  some- 
thing of  the  dynamics  of  the  power- 
house moves.  They  stem  from  the 
concentration  of  huge  sums  of  invest- 
able  money  in  relatively  few  hands. 
When  the  economists  that  the  man- 
agers of  these  funds  read  reach  a 
consensus,  a  flood  of  money  can  hit 
the  stock  market  all  at  once.  That's 
what  happened  when  the  forecasts 
for  1976  hit  their  desks  at  the  end 
of  December.  Most  of  the  seers  were 
persuaded  that  it  would  be  a  year  of 
moderate  economic  growth  and  rap- 
idly improving  profits.  That  triggered 
long-term  buying  programs. 

STAMPEDE 

In  execution,  as  in  stock-picking,  the 
big  fellows  tend  to  act  in  unison. 
Once  the  security  analysts  pick  their 
stocks,  it  is  up  to  the  trading  people 
to  decide  precisely  when  to  buy  them. 
The  trading  people  look  for  news  items 
that  may  produce  a  weakness  in  a 
stock  they  have  been  told  to  buy. 
Trouble  is,  they  all  look  for  the  same 
news  items  and  they  all  act  on  them 
together.  Everyone  rushes  for  the  door 
at  once. 

Gone  are  the  big,  broad,  slowly 
moving  markets  of  yesteryear. 

Mr.  Simons  is  director  of  research  at  the  securities 
firm  of  Weeden  &  Co. 


Clearly,  then,  the  individual  inxes- 
tor  can't  wait  until  the  institutional 
have  moved  and  then  follow.  He  must 
move  with  the  big  fellows  or  even  a 
bit  ahead  if  he  can.  But  how  does  the 
individual  investor  anticipate  when 
and  where  the  herd  will  thunder  to? 
Here  are  three  suggestions: 

1 )  Watch  what  the  Federal  Reserve 
is  doing  and  listen  carefully  to  what 
the  leading  economists  are  saying. 
You  can  be  sure  the  institutional  in- 
vestors are  watching  and  listening. 
When  you  sense  a  change  in  either 
Fed  policy  or  economist  thinking,  get 
ready  to  jump  one  way  or  the  other. 

THE  UNEXPECTED 

2)  Pay  attention  to  the  short-term 
news,  even  if  you  aren't  a  short-term 
investor.  A  good  news  development 
can  cause  a  temporary  withdrawal  of 
sell  orders  and  a  rush  to  execute  big 
orders.  The  main  thing  to  watch  out 
for  is  a  news  item  that  comes  out  dif- 
ferently than  anticipated.  For  in- 
stance, last  year  there  were  several 
times  when  the  consumer  price  index 
went  up  or  down  unexpectedly,  and 
that  produced  large  short-term  mar- 
ket effects.  If  you  would  like  to  have 
a  schedule  of  government  economic 
reports  for  the  months  to  come,  it  is 
available  from  the  Government  Print- 
ing Office  in  Washington,  D.C.  I  find 
it  a  very  useful  tool. 

3)  For  intermediate  trends,  make 
yourself  a  little  program  of  coming 
events.  For  example.  New  York  State 
is  likely  to  be  in  the  news  by  mid- 
March  because  it  is  going  to  have  to 
sell  about  $4-billion  worth  of  debt  is- 
sues in  the  quarter  beginning  in  April, 
and  it's  going  to  have  a  hard  time  of 
it  unless  it  can  get  some  federal  help. 
By  July,  we  should  begin  to  know 
something  about  who  is  in  the  fore- 
front of  the  Presidential  race  for  each 
party,  but,  even  more  important,  we 
should  have  a  good  idea  of  the  eco- 
nomic platforms  on  which  the  candi- 
dates will  be  running.  If  you  work  at 
this  kind  of  timing  of  future  events, 
you   will   be   pleased   at   how   many 


surprises  you  can  avoid.  Chart  work 
is,  of  course,  important,  but  a  careful 
tracking  of  the  news  has  to  be  added 
to  make  it  function  well. 

CAUTION 

But  back  to  the  immediate  prob- 
lem: Is  this  a  time  to  buy  or  to  sell? 
I'd  say  it  was  a  time  for  considerable 
caution.  This  market  moves  so  fast 
that  it  is  simply  impossible  to  know 
what  it  will  be  doing  by  the  time  you 
read  these  words.  Frankly,  I'd  be 
more  comfortable  buying  stocks  if  the 
Dow  were  back  to  930  than  I  am 
when  it  is  pushing  toward  1000  after 
a  150-point  rise.  I  would  be  willing 
to  risk  losing  a  few  points  on  the  up- 
side while  waiting  for  a  chance  to  buy 
on  a  good,  sharp  reaction. 

If  you  feel  you  must  buy  now,  re- 
strict yourself  to  stocks  that  haven't 
yet  come  into  the  limelight.  There  arc- 
plenty  of  such  stocks.  For  example, 
even  though  there  will  probably  be  an 
attempt  to  cut  back  the  Administra- 
tion's defense  budget,  detente  with 
Russia  is  questionable  enough  to  in- 
sure that  the  spending  on  advanced 
weapons  will  be  at  a  high  level.  Stocks 
like  Boeing  (27),  General  Dynamics 
(44)  and  McDonnell  Douglas  (17) 
should  benefit. 

As  the  economy  improves,  a  num- 
ber of  companies  should  show  good 
results.  American  Can  (33)  is  one  of 
them.  Scott  Paper  (20)  is  another. 

A  continuation  of  the  economic  im- 
provement depends  on  a  resumption 
of  capital  spending  later  this  year.  It's 
time  to  look  at  Dravo  (46)  and  Mor 
rison-Knudsen  (22). 

But,  by  and  large,  I'd  be  slow  to 
jump  in  until  we  have  seen  a  health) 
reaction  in  this  powerful  upsweep 
We  may  be  having  one  by  the  timr 
you  read  this  column.  If  we  haven't, 
the  downside  risks  will  be  greater  and 
the  upside  potential  will  be  smallci 
than  they  have  been  for  a  long  time 

These  are  nervous  times.  So,  wheth 
er  you  are  a  speculator  or  a  long-term 
investor,    you    had    better    work    a  I 
sharpening  your  timing  techniques.  ■ 
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12  countries 
49  exchange  &  association  memberships 

150  offices 

170  years  of  combined  experience 

2200  account  executives 

300,000  customers 

$104,350,000  of  stockholders'equity 

$120,600,000  total  capital 
$10,500,000,000  of  underwritings, 
managed  and  co-managed  in  1975 

This  is 

Bache 
Halsey 
Stuart 

A  new  name  in  investing 

Effective  February  1 , 1 976,  Bache  &  Co.  Incorporated  and  its  wholly-owned  subsidiary, 

Halsey,  Stuart  &  Co.  Inc.,  became  Bache  Halsey  Stuart  Inc., 

one  of  the  largest  brokerage  and  investnnent  banking  firms  in  the  world. 

Bache  Halsey  Stuart  Inc.,  100  Gold  Street,  New  York,  N.Y  10038 
Stockholders'  equity  and  total  capital  figures  as  of  October  31 ,  1975. 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank . . .  over  1300  offices 

througfiout  Australia;  New^ealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  NY.,  10017. 

Telephone:  (212)986-2248/9 

or  William  A.  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 

360  Post  Street,  San  Francisco.  California, 

94108.  Telephone:  (415)433-1330. 

Bank  of 
NevA/  South  Wales 

The  bank  that  knows  Australia  best 

Head  Office:  60  Martin  Place,  Sydney,  N.S.W, 

Australia,  2000 

I753411C1US  Z519 


Increase  in 

Common  Stock 

Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  16,  1976, 
declared  a  regular  quarterly  divi- 
dend of  thirty  cents  (300)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend,  which 
represents  an  increase  of  1  cent 
per  share  over  the  quarterly  rate 
paid  in  1975,  is  payable  February 
27,  1976  to  stockholders  of  record 
January  30,  1976. 

LEROY    J.     SCHEUERMAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware  19899 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Money  And  Investments 


The  Funds 
Predatory  Preferreds 


"Offer  7%  interest,"  an  old  Bank  of 
England  saying  went,  "and  youll 
draw  money  off  the  moon."  While  in- 
flation has  made  the  number  anach- 
ronistic, the  thrust  is  still  true:  Of- 
fer a  security  with  a  high  yield  and 
investors  will  stampede  to  it. 

First  it  was  tax-exempts.  Once  the 
preserve  of  banks,  insurance  compa- 
nies and  a  relatively  few  well-off  in- 
vestors, individuals  became  the  pre- 
dominant buyers  as  yields  soared  in 
recent  years.  Too  often,  though,  the 
new  inexperienced  buyers  bought  the 
high  coupons  and  ignored  the  under- 
lying issue;  many  of  them  are  now 
unhappy  holders  of  New  York  City 
paper  or  of  those  notorious  New  York 
State  moral  obligation  bonds. 

Now  something  of  the  same  phe- 
nomenon is  taking  place  with  pre- 
ferred stocks,  and  with  far  less  rea- 
son. With  yields  of  10%  and  better, 
individuals  have  been  snapping  them 
up  in  record  numbers.  "Two  years 
ago,"  says  Daniel  Campbell,  head  of 
Spencer  Trask's  highly  regarded 
New  York  fixed  income  sales  depart- 
ment, "you  hardly  had  any  individual 
participation  in  this  market.  That  has 
changed  dramatically  in  the  last  six 
months."  In  1974,  a  small  fraction  of 
the  $2.1  billion  of  new  preferred  is- 
sues went  to  individual  buyers.  Of 
1975's  $2.6  billion,  an  estimated  $1.4 
billion  went  to  small  investors. 

New  preferred  issues  are  being  spe- 
cially tailored  for  individuals.  Nor- 
mally, a  new  preferred  stock  issue 
sold  at  $100  a  share.  Now  they're 
being  peddled  at  $25  or  even  $10  a 
share  to  make  them  more  enticing  to 
small  investors.  Recently  Detroit  Edi- 
son, Georgia  Power,  Kansas  Power  & 
Light,  Puget  Sound,  Bankers  Trust 
and  Home  Insurance  have  sold  pre- 
ferreds geared  to  individuals. 

Merrill  Lynch,  Nuveen  and  a  host 
of  others  cashed  in  big  on  the  pub- 
lic's appetite  for  tax-exempts  by  issu- 
ing a  raft  of  municipal  bond  funds. 
Merrill  Lynch  is  determined,  on  a 
much  smaller  scale,  to  do  the  same 
with  preferreds.  Its  syndicate  has 
sold  three  preferred  series  totaling  al- 
most $60  nfuUion  since  November,  and 
is  readying  more  of  the  same. 

It's  too  bad  that  so  many  investors 
don't  dig  further  than  the  yield,  be- 


cause preferred  stocks  are  better  suited 
for  corporations  than  for  individuals. 
The  advantages  of  preferreds  are 
that  their  yields  are  far  higher  than 
those  on  common  stocks  and  their 
dividends  must  be  paid  before  those 
of  the  common.  Most  preferreds  are 
cumulative,  meaning  that  if  a  com- 
pany doesn't  pay  the  dividend,  it  has 
a  legal  obligation  to  clear  the  resulting 
arrearage  before  it  pays  a  penny  on 
the  common.  Last  year,  LTV  paid  out 
$22.50  a  share  in  passed  dividends 
on  its  $5  preferred  stock;  the  dividends 
hadn't  been  paid  since  1970. 

Tax  Plus 

For  corporations  the  big  advantage 
of  preferreds  is  that  85%  of  the  divi- 
dend they  receive  is  tax  free,  which 
is  why  they  have  traditionally  been 
so  popular  with  insurance  companies. 
But  that  doesn't  hold  true  for  individ- 
uals. On  John  Doe's  income  tax  re- 
turn, preferred  dividends  are  treated 
the  same  as  those  of  common  stock. 

It's  not  hard  to  see  why  individually 
designed  preferred  stocks  are  popu- 
lar with  brokers  and  issuers.  The 
issuers  often  pay  less  in  yield.  Last 
November,  for  example,  Detroit 
Edison  issued  $50  million  of  preferred 
stock  at  $25  a  share  with  a  $2.75 
dividend,  a  yield  of  11%.  Yet  if  the 
utility  had  gone  for  the  institutional 
market,  say  brokers,  the  yield  would 
probably  have  been  as  high  as  11.6%. 
For  a  company  like  Georgia  Power, 
moreover,  whose  BB  preferred  stock 
rating  makes  its  issues  taboo  for  many 
corporate  buyers,  the  small-investor 
market  means  it  can  still  sell  equity, 
because  preferred  counts  as  equity, 
not  debt.  The  advantage  for  the  bro- 
ker is  that  he  gets  a  higher  commis- 
sion. The  underwriting  fee  for  new 
preferred  issues  is  higher  than  the  fee 
for  new  common  stock  anyway;  to 
add  insult  to  injury,  brokers  net  as 
much  as  twice  the  amount  for  low- 
par  preferred  issues  as  they  do  for 
standard  $100-par  preferred  of 
equivalent  quality. 

But  the  individual?  It's  a  different 
story.  Often  a  company's  preferred 
stock  yield  v&  less  than  those  of  its 
bonds. For  instance,  recently  you  could 
have  bought  Consolidated  Edison's  $5 
preferred  for  $50,  a  yield  of  10%.  Con 
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Ed  has  no  obligation  to  redeem  that 
stock,  so  it  can  remain  outstanding 
forever.  Yet  a  Con  Ed  7.9%  bond  due 
in  2001  had  a  sUghtly  higher  current 
yield,  10.3%,  and  a  definite  date  when 
you  are  due  your  principal  back. 

For  nearly  all  of  last  year  pre- 
ferred yields  were  higher  than  com- 
parative bond  yields.  But  look  at  the 
comparative  risk.  A  company  can  pass 
its  preferred  dividend  and  go  on  do- 
ing business,  but  if  it  did  the  same 
with  its  bond  interest,  it  would  soon 
be  in  Chapter  11.  As  Ben  Graham  put 
it  in  his  classic  book,  The  Intelligent 
Investor,  "The  preferred  holder  lacks 
both  the  legal  claim  of  the  bondhold- 
er and  the  profit  possibilities  of  a  com- 
mon stockholder."  You  get  neither  a 
bond's  protection  nor  a  common 
stock's  potential  reward.  "'A  bastard 
security,"  one  broker  put  it  crudely. 

Older  Can  Be  Better 

Moreover,  you  could  get  just  as 
good  a  preferred  yield  by  buying  a 
company's  older  preferred  stock.  Since 
those  stocks  are  in  most  cases  selling 
well  below  their  call  price  (usually 
$100),  you  would  have  just  as  much 
safety  and  a  far  better  chance  to  get 
a  capital  gain  as  well:  If  long-term 
interest  rates  tumble  in  coming  years, 
a  company  will  call  in  those  newer, 
higher-costing  preferreds  rather  than 
those  issues  whose  original  yields 
were  as  low  as  4%.  Many  of  those 
new  issues  also  have  sinking  fund  pro- 
visions, but  so  what?  Sinking  funds 
provide  only  limited  downside  pro- 
tection, but  they  have  a  definite 
damper  on  the  upside  potential.  Who 
wants  to  pay  $35  for  a  security  that 
could  be  called  in  at  $25? 

For  the  individual  investor,  there- 
fore, preferreds  are  useful  only  under 
special  circumstances.  One  is  if  a  pre- 
ferred is  convertible  into  the  common. 
A  second  circumstance— for  the  spec- 
ulator only— is  to  take  a  chance  on  a 
preferred  whose  dividends  are  in  ar- 
rears. Reliance  Group  (nee  Leasco)  and 
A\  CO  both  hctve  such  issues  outstand- 
ing. Third  is  the  special  situation,  such 
as  when  Consolidated  Edison  passed 
its  common  stock  dividend  in  1974 
and  its  preferred  share  prices  (as  well 
as  its  bonds)  plummeted.  A  specula- 
tor could  have  bought  the  preferred 
for  a  hefty  capital  gain  on  the  chance 
Con  Ed  would 'find  its  way  out  of  its 
troubles,  which,  of  course,  it  did. 

Otherwise,  follow  Ben  Graham's 
advice:  "All  investment  grade  pre- 
ferreds should  be  bought  by  corpora- 
tions, not  individuals."  ■ 


A  Retirement  Plan  for  those 
who  seek  High  Current  Income 
and  Preservation  of  Capital 

D  IRA        n  Keogh 

Rowe  Price  New  Income  Fund,  Inc. 

A  fully  managed  No-Load  fund  seeking  the  highest 
investment  income  consistent  with  preservation  of 
principal— not  just  for  today,  but  for  the  future  as  well. 

I     I  Non-Retirement  Account 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301-547-2136 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Marylanc)  21202 


Name- 


Address. 


City. 


-  State - 


-Zip- 


For  more  complete  information  about  the  Rowe  Price  New  Income 
Fund,  including  charges  and  expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 


R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  77  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  March  5, 1 976  to  stockholders  of  record 
at  the  close  of  business  February  1 0, 1 976. 

WILLIAM  R.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winston-SaJem.N.  C,  January  15,  1976 

Seventy-Six  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Pacl<aging  Materials 
International  Petroleum 


Tlie  Good  Neighbor 
is  you.  Belong. 


Red  Cross. 


A  Public  Service  of  This  Magazine  &  The  Advertising  Council 
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Bhe  answer  to  the  question  above 
is  yes.  Contrary  to  the  views  of  most 
so-called  experts,  the  homebuilding 
industry  is  neither  dead  nor  dying.  I 
see  a  substantial  pickup  coming  right 
now  especially  for  new  single-family 
houses. 

I  base  my  belief  on  social  and  po- 
litical factors  as  well  as  on  economic 
ones.  Housing  has  been  the  No.  One 
victim  of  the  Federal  Government's 
huge  budget  deficits  and  the  sky-high 
interest  rates  that  the  deficits  fostered. 
It  is  my  guess  that  the  deficits  and 
interest  rates  will  come  down— and 
stay  down.  Why?  Because  I  hear  lib- 
eral Democrats  like  Ella  Grasso  of 
Connecticut  and  Jerry  Brown  of  Cali- 
fornia talking  about  austerity,  and  I 
hear  the  tax-paying  public  applaud- 
ing the  speeches.  In  short,  the  big- 
spenders'  loss  is  the  homebuilding  in- 
dustry's gdin.  (If  I  misjudge  the  so- 
cial and  political  atmosphere,  then  we 
are  heading  back  to  double-dicit  in- 
flation and  all  bets  are  off  for  housing 
—and  for  business,  in  general. ) 

BEST  INFLATION   HEDGE 

Most  observers  have  missed  the 
fact  that  single-family  housing,  as  op- 
posed to  depressed  multifamily  build- 
ing, is  already  recovering  nicely.  The 
Census  Bureau  recently  announced 
that  new  single-family  home  sales  in 
November  1975  were  up  73%  from  the 
low  of  December  1974.  The  Bureau 
reports  that  total  private  single-family 
housing  starts  in  1975  hit  almost 
893,000  units,  a  sum  exceeded  dur- 
ing the  last  decade  only  in  booming 
1968  and  in  the  overbuilding  period 
from  1971  through  1973.  I  estimate 
1  million  to  1.1  million  single-family- 
Mr.  O'Neiil  heads  the  Housing  Advisory  Council 
Ltd.  and  edits  the  weekly  "O'Neill  Letter."  He  is 
the  forrrer  editor-in-chief  of   "House  &   Home." 


Does  Housing 
Have  A  Future? 

By  Richard  W.  O'Neill 


unit  starts  this  year— another  big  gain. 

The  pessimists  make  much  of  the 
fact  that  only  about  15%  of  all  Ameri- 
can families  have  the  $23,330  yearly 
income  required  to  qualify  to  buy  the 
average  new  home,  costing  around 
$41,000.  But  that's  not  new.  Back  in 
1970  and  1971,  when  housing  was 
booming,  only  15%  could  afford  to 
buy,  too. 

More  important,  there  will  always 
be  a  demand  for  single-family  houses 
because  the  homeowner  knows  that  a 
well-maintained  home  in  a  desirable 
area  is  his  only  real  hedge  against 
inflation.  That's  more  than  you  can 
say  for  the  stock  market  or  Kruger- 
rands  or  savings  bank  accounts  or  an- 
tique Mickey  Mouse  watches,  for 
that  matter. 
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OPPORTUNITY  AMID   DANCER 

Unfortunately,  multifamily  housing 
is  another  story.  There  are  several 
negatives:  For  instance,  the  no-growth 
attitude  in  many  cities,  plus  the  pend- 
ing federal  tax  bill  which  would  elimi- 
nate most  of  the  investors'  tax  shelters. 
But  the  biggest  factor  is  rent  control. 
Penny-conscious  renters  in  many  larg- 
er citie.s  have  the  political  clout  to 
prevent  apartment  owners  from  rais- 
ing rents.  The  city  council  doesn't 
have  to  actually  adopt  a  rent  control 
bill,  though  some  are;  just  the  threat 
forces  the  developer  to  settle  for,  say, 
a  5%  rent  increase,  when  he  really 
needs  10%  to  keep  pace  with  inflation 
and  maintenance  expenses. 

Actually,  people  who  push  for  un- 
reasonable rent  control  are  very  self- 
ish. They  thwart  construction,  thus 
making  it  tough  for  other  families  to 
find  shelter,  at  any  price.  You  can't 
pass  a  law  forcing  builders  to  con- 
struct uneconomic  housing. 

These  overwhelming  factors  com- 
bined to  clobber  the  multifamily  busi- 
ness last  year;  only  269,000  units 
were  started,  compared  with  more 
than  1  million  back  in  1972.  For  this 
year  I  predict  only  300,000  units. 

Such  low  levels  of  construction, 
however,    will    create    an    investment 


opportunity  for  careful  builders  some 
da>-.  The  demand  for  rentals  runs 
about  800,000  a  year.  What's  more, 
resort  areas  aside,  nearly  all  suitable 
apartments  are  occupied.  There  is  an 
apartment  shortage  coming,  perhaps 
cf  monumental  size. 

In  my  opinion,  the  opportunity  to 
build  profitable  apartments  lies  in 
small,  growing  cities  of  under  50,000 
people.  There  the  developer  and  his 
investors  should  find  low  vacancies, 
cheap  land,  nonunion  labor,  and  best 
of  all,  an  absence  of  the  big-city  pres- 
sure for  rent  controls. 

STOCKS  IN   THE  CATBIRD   SEAT 

The  pickup  in  single-family  housing 
that  I  see  should  be  good  news  for 
most  building  product  suppliers  like 
Jim  Walter,  Whirlpool,  American 
Standard  and  U.S.  Gypsum.  It  should 
also  add  another  positive  note  to  the 
sax'ings  &  loan  associations,  which 
arc  already  sitting  pretty,  thanks  to 
high  sa\ings  flows  and  the  lower  costs 
of  raising  funds  to  lend. 

But  homebuilders  may  not  benefit 
much.  The  action,  as  I  see  it,  will  be 
in  smaller  projects  in  smaller  towns. 
That  may  help  a  builder  hke  Ryan 
Homes,  which  has  specialized  in  out- 
of-the-way  areas  of  Ohio  and  Penn- 
sylvania. But  it  may  do  little  for  a 
Kaufman  <b-  Broad,  which  has  con- 
centrated on  major  cities,  like  Los 
Angeles  and  Detroit. 

In  the  end,  even  rental  housing  will 
come  back— if  for  no  other  reason  than 
shelter  is  essential  just  like  food.  And- 
if  necessary,  families  will  even  reduce 
their  food  budgets  in  order  to  afford 
a  decent  home.  A  decade  ago,  families 
here  devoted  only  20%  of  their  dis- 
posable incomes  to  buying  new 
homes.  Now  the  average  new  homo 
buyer  spends  25%,  and  the  percentage 
is  rising.  But  that's  still  a  bargain 
compared  to  35%  spent  by  the  mid- 
dle class  in  Europe.  We'll  just  have 
to  get  used  to  paying  more.  That  old 
saw  about  Americans  not  being  able 
to  "afford"  new  housing  is  rusty  and 
in  need  of  repair.   ■ 
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Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
52V2^  per  Common  Share 

Payable  March  15,  1976 
Record  February  13,  1976 
Declared  January  28,  1976 

Cyril  J.  Smith 
Secretary 


Houston,  Texas 


QUARTERLY D/V/DENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
"CHEMICAL 
CORPORATION 

INCREASED    DIVIDEND 

The  Board  of  Directors  has  increased 
the  quarterly  dividend  on  the  out- 
standing Common  Stock  to  35  cents 
a  share  from  the  30  cents  previ- 
ously paid.  A  dividend  at  the  new  rate 
is  payable  on  March  1,  1976  to  stock- 
holders of  record  on  February  10, 
1976.  The  transfer  books  will  not 
close. 
January  29,  1976 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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Thoughts . . .  Business  of  Life 


I  consider  the  most  enviable 
of  titles  the  character 
of  an  honest  man, 
George  Washington 


February,  the  shortest  month 
in  the  year,  is  also  the  worst. 
Italian  Proverb 


George  Washington 
never  told  a  lie  but  lots  of  lies 
have  been  told  about  him. 
William  Feather 


Nothing  tells  more  about 
the  character  of  a  man  than 
the  things  he  makes  fun  of. 
Goethe 


Try  not  to  become  a  man 
of  success,  but  rather  try 
to  become  a  man  of  value. 
Albert  Einstein 


As  I  grow  to  understand  life 
less  and  less,  I  learn 
to  love  it  more  and  more. 
Jules  Renard 


Aim  for  a  star, 

and  keep  your  sights  high! 

With  a  heart  full  of  faith  within, 

your  feet  on  the  ground 

and  your  eyes  in  the  sky. 

Helen  Lowrie  Marshall 


In  actual  life, 

every  great  enterprise 

begins  with  and  takes  its 

first  forward  step  in  faith. 

August  Wilhelm  von  Schlegel 


Faith  is  the  root  of 
all  good  works;  a  root  that 
produces  nothing  is  dead. 
Daniel  Wilson 


I  shall  tell  you  a  great  secret, 
my  friend.  Do  not  wait 
for  the  last  judgment, 
it  takes  place  every  day. 
Albert  Camus 


Only  he  is  free  whose  eflForts 

are  called  out  by  what  seems  to  him 

a  good  of  itself  by  the  behef 

that  he  is  impressing  upon 

the  stufiF  of  this  world 

some  idea  authentically  his  own. 

Learned  Hand 


The  power  which  resides  in  him 

is  new  in  nature,  and  none  but 

he  knows  what  that  is 

which  he  can  do,  nor  does  he  know 

until  he  has  tried. 

Ralph  Waldo  Emerson 
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Unless  one  builds 

on  a  foundation  of  self-respect, 

one's  life  structure, 

no  matter  how  glittering 

and  imposing  on  the  outside, 

is  corroded  and  honeycombed 

within,  liable  to  collapse 

ignominiously  at  any  moment. 

The  man  or  woman  who  humbly 

but  deeply  realizes  that 

he  or  she  has  labored  with 

the  utmost  faithfulness  to  a 

worthy  end  can  never  be  a  real 

failure.  Pressing  on  toward 

"the  mark  for  the  prize," 

not  the  prize  itself,  is  the  thing. 

B.C.  Forbes 


The  greatest  thing 

in  the  world  is  for  a  man 

to  be  able  to  do  something  well, 

and  say  nothing  about  it. 

E.  W.  Howe 


True  dignity  abides  with 
him  only,  who,  in  the  silent  hour 
of  inward  thought,  can 
still  suspect,  and  still  revere 
himself,  in  lowliness  of  heart. 
William  Wordsworth 


A  Text . . . 

^*  ^,^\M^:  ^ela  E.  Knight.  River- 
view,  Fla.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


All  some  people  expect  from  life 
is  a  fair  advantage. 
Arnold  Glasow 


Life  often  seems  like  a 
long  shipwreck  of  which  the  debris 
are  friendship,  glory  and  love. 
Madam  de  Stael 


One  honor  won  is  a  surety  for  more. 
La  Rochefoucauld 


The  only  conquests  which 
are  permanent  and  leave  no  regrets 
are  our  conquests  o\'er  ourselves. 
Napolean  Bonaparte 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  iu 
574-page  book  at  $9.95.  Abo  Fact 
and  Comment — the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  chech(s) 
to:  Forbes  Inc..  60  Fifth  Avenue, 
New  York.  N.Y  lOOll.  NY.  State 
residents,  add  4%-8%  sales  tax. 


I  said,  I  will  take  heed  to  my  ways, 
that  I  sin  not  with  my  tongue:  1  will 
keep  my  mouth  with  a  bridle,  while 
the  wicked  is  before  me. 
Psalms  39: 1 
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Any  man  who  has  traveled  the  highway  to^ success  shouldn't  feel  he 
has  to  detou :  around  potholes. 

Yet  it  seems  many  big,  expensive  cars  today  are  better  prepared 
for  country  club  driveways  than  city  streets  and  back  roads. 

The  elegant  new  Volvo  264  is  not  your  commonplace  rich 
man's  car.  It  offers  more  than  luxury.  It's  engineered  to  afford 
you  the  privilege  of  abusing  it. 

A  new  front  suspension  combining  springs  and  struts 
absorbs  jolts  and  increases  stability  by  reducing  roll. 
^-^    Thousands  upon  thousands  of  spot -welds  (each  one 
y^    strong  enough  to  support  the  entire  weight  of  the  car) 
'"^^^'^     fuse  body  and  frame  into  one  solid,  silent  unit. 
The  Volvo  264  is  extremely  agile.  A  new  light 
alloy,  fuel-injected  overhead  cam  V-6  cuts  weight. 
(The  264  is  1,100  pounds  lighter  and  almost  a  foot 
shorter  than  the  new  "small"  Cadillac  Seville. 
Not  to  mention  almost  $4,0(X)  smaller  in  price.) 
The  264  GL  is  also  the  most  lavishly  equipped 
Volvo  we  make.  Leather  everywhere  you  sit.  A  heated 

driver's  seat.  Power  front  windows.  Sunroof. 
"^^  ^   And  air  conditioning. 

^(^         So  if  you're  thinking  about  buying  a 
luxury  car,  give  some  thought  to  the 
Volvo  264. 

You've  worked  hard  to  afford  the  best. 
You  deserve  a  car  that  can  take  the  worst. 
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"The  Sun  Always  RiS^s" 


You  and  we  have  lived  through  many  periods 
like  this.  They  all  follow  the  same  pattern: 

People  get  the  idea  the  world  is  coming 
to  an  end.  They  stop  buying.  That  makes 
business  worse.  Then  they're  sure  it's  all  over. 
But  miraculously  the  world  doesn't  end. 
A  few  get  sensible  again  and  buy  a  little. 
Then  with  a  rush  everybody  wants  to  buy,  and 
there's  a  shortage. 

If  you  are  one  of  the  sensible  executives 
who  knows  perfectly  well  he's  going  to 
continue  doing  business,  now  is  the  time  to 
put  your  plant  on  a  low-cost  basis. 

Later,  when  the  rush  begins,  you'll  have  to 
wait  for  deliveries,  you  won't  have  time  to 
make  sure  you're  getting  the  best  buy,  you'll 
have  a  tight  production  schedule  you  may 
hesitate  to  interrupt.  Then  you  pay  a  penalty  in 
higher  costs  and  lower  profits  for  years. 

Far-sighted  concerns  are  buying  improved, 
faster,  more  accurate  Warner  &  Swasey 
Turret  Lathes  now,  and  making  a  profit  on  them 
even  on  today's  reduced  production. 
Tomorrow  they'll  make  enormous  profits 
because  their  costs  are  low.  And  tomorrow 
you'll  have  to  compete  with  these  concerns  — 
and  they'll  dictate  price  because  they 
control  costs. 

Isn't  it  sound  to  let  us  discuss  with  you  today, 
when  you  have  time,  a  low-cost  basis  for 
your  plant,  too? 


The  advertisement  above  is  as  true  today  as  it  was 
in  May,  1938,  and  December,  1957,  and  September 
1970,  when  it  appeared  previously. 

It  was  an  accurate  prediction  then;  it  is  equally  so 
today.  And  the  future  it  predicts  is  even  more  cer- 
tain now,  with  modern  improved  equipment  such  as 
Warner  &  Swasey  machine  tools,  construction  equip- 
ment, and  textile  machinery. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Oltices:  1 1000  Cedar  Avenue,  Cleveland.  Ohio  44106 


Teaming  a  highly  versatile  Warner  &  Swasey 
N/C  turret  lathe  with  a  W&S  numerical  con- 
trol and  on-line  part  program  editor  increases 
productive  machine  hours.  Plugging  into  the 
control,  the  portable  editor  lets  shops  debug 
and  optimize  their  control  tapes  right  at  the 
machine. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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Money  Market/ Options  Investment  74 
Niederhoffer,  Cross  &  Zeckhauser    69 

Owens-Illinois     64 

Penn   Central   46 

J.   C.   Penney  38 

Petrie  Stores  27 

Phoenix  Investment  Counsel  of 

Boston     74 

Phoenix  Mutual   Life  74 

Procter  &  Gamble  43 

Redman    Inds   35 

Republic  Corp    28 

Sears,    Roebuck    38 

Simmons   Co   64 

Smith,    Barney   47 

Sulphur  Exporting  Corp  23 

Talmaft  Federal  Savings  &  Loan      37 

Tenneco    64 

Toys  "R"  Us  38 

Union  Planters  National  Bank  26 

U.  S.  Steel  60,  64 

Jim   Walter  64 

Winn-Dixie   Stores    12 


rORE:i£ 

March  1, 1976,  Volume  117,  Number  5 


Features 

21  Al  Ullman  Talks  Taxes 

Big  changes  are  coming,  says  the  House  Ways  &  Means  Committee  Chairman. 

22  Legal  U.S.  Cartels? 

If  they're  Webb-Pomerene  "export  associations,"  Congress  loves  them. 

22     Farewell  To  "Full  Faith  And  Credit" 

To  sell  tax-exempt  bonds  now  means  straight  talk  about  finances. 

24     The  Banks  Come  Through 

Don't  fall  for  those  loan  loss  headlines.  U.S.  banks  are  doing  very  well. 

33     Coal  Comfort  At  Conoco 

Will  Congress  force  divestiture  when  earnings  are  finally  soaring? 

35     Fleetwood  Enterprises 

John  Crean  demonstrates  how  hard  times  are  for  digging  harder. 

38     Interstate  Stores 

A  bankruptcy  so  healthy  that  the  two  top  executives  are  fighting  for  control. 

43     Kimberly-Clark 

A  great  consumer  company  of  yesteryear  finds  it's  a  tougher  game  nowadays. 

51     The  Numbers  Game 

What?  Forget  about  financial  disclosure?  It's  a  serious  suggestion. 

54     Tennessee-Tombigbee  Waterway 

Some  southern  congressmen  and  the  Corps  of  Engineers  are  in  the  same  pork  barrel. 


Faces  Behind  The  Figures 


46     A.  Edwards  Danforth 

(Farmers  Bank) 

46     Richard  Dicker 

(Equitable  Life) 


47     William  A.  Kerr 

(Kerr  Glass) 

47     Ahmed  luffali 

(E.A.  Juffali) 


48    )ohn  Moore 

(Dean  Witter) 

48     Richard  Simpson 

(Product  Safety) 


Money  And  Investments 

57     The  Economy 

Chart:  DJI  vs  Free  Reserves 

62     Statistical  Spotlight 

What  stocks  support  the  DJI? 

69     The  Money  Men 

Here's  a  successful-even  respectable— finder. 

74     The  Funds 

What's  this— a  conservative  options  play? 


The  Columnists 

58     Ben  Weberman 

60     L.O.  Hooper 

64     Heinz  Biel 

72     Stanley  W.  Angrist 


Regular  Departments 


4     Side  Lines 

8     Trends  &  Tangents 


12     Readers  Say 

17     Fact  &  Comment 


78     Ihoughts 


PHOTO  AND  ART  CREDITS:  Wide  World,  p.  21;  Art  Lavine,  p.  26  top  left;  Judy 
Curovitz,  p.  26  top  right;  Jerry  Frank,  pp.  26  bottom,  69,  71;  Art  Detman  )r.,  p. 
27  bottom  center;  UPI,  p.  27  bottom;  Jim  Edwards,  pp.  35,  37;  Richard  Knapp, 
pp.  38  center  and  bottom,  46  bottom;  Donaghey  Brown,  p.  46  top;  jim  Mahjn 
p.  48  bottom;  George  Tames,  p.  51;  Ed  Wergeles,  p.  58.  Charts  by  Pole  DiCcoroc 
pp.  24, 57,  62.  7  o 


COVER  PHOTO:  Frantekevich  and  Cobb 


^?n^?  r'*  pubitshed  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York  N  V 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailmg  offices.  Subscription  $15  one  year  U.S.A.  Copyright  ®  1976  Forbes  Inc 


Forbes 


FORBES,    MARCH    1,    1976 


\\^th  each  new  lii 

;ins  an  insatiable  i 

to  communicate 


To  live.  To  breathe.  To  love. 
To  understand.  To  be  understood. 

These  compelling  human 
needs  greet  every  newborn  child, 
grow  more  intense  with  every 
passing  year  and,  though 
constantly  fulfilled,  never  become 
less  demanding. 

Yet  of  all  the  fundamental 
needs,  it  can  be  said  that  the 
abilities  to  understand,  to  reason, 
to  communicate  are  the  things  that 
separate  humankind  from  all 
other  forms  of  life. 

We  at  United  Telecom  are  in 
the  business  of  communications. 
In  fact,  every  day  we  help  millions 
of  people  in  nearly  3,000 
communities  talk  to  each  other 
through  United  Telephone,  the 
nation's  3rd  largest  telephone 
system. 

And  in  this  year  of  the 
Bicentennial  we  think  it  particularly 
fitting  to  remember  one  other 
inherent  drive.  One  that  is  called 
an  inalienable  right.  One  that  is  too 
often  repressed. 

To  be  free. 
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United  Telecommunications,  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 
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Gibson  at  the  Gainesville,  Ala.  'H'enn-Tom"  lock. 


Red  Carpet 

Staff  Writer  Paul  Gibson  is  a  deceptively  mild  and  agreeable  man.  We 
say  "deceptively"  because  his  aflFaJjility  masks  a  tough  and  probing  mind. 
You  can  see  that  mind  at  vvork  in  the  story  on  the  Tennessee-Tombigbee 
Waterway  that  begins  on  page  54  of  this  issue. 

Unlike  most  Forbes  articles,  this  one  was  based  on  an  idea  brought  to 
us  from  the  outside— from  public  relations  aides  of  Tennessee  Goxernor 
Ray  Blanton.  Once  the  editors  approved  the  idea,  the  red  carpet  was  out 
for  Gibson:  a  flight  from  Nashville  to  Chattanooga  in  the  State  of  Tennes- 
see's private  plane;  prearranged  interviews  with  businessmen  favorable  to 
the  project;  two  separate  interviews  with  the  governor  himself;  lunches  and 
dinners  in  private  dining  rooms.  Good  reporter  that  he  is,  Gibson  absorbed 
the  carefully  staged  ar- 
guments, but  he  recog- 
nized them  for  what 
they  were— one  side 
only    of    the    question. 

Then,  after  saying 
good-bye  to  his  hosts, 
Gibson  really  went  to 
work  on  his  own.  He 
sought  out  people  his 
hosts  had  not  exposed 
to  him:  the  railroads 
that  serve  the  area;  environmentalists;  businessmen  and  economists  who 
represented  the  other  side  of  the  issue. 

Now,  briefed  by  both  sides,  Gibson  went  back  to  the  proponents,  espe- 
cially to  the  Army  Corps  of  Engineers,  to  round  out  his  reporting.  Then 
he  sat  down  and  wrote  the  story.  The  result  won't  please  proponents  of 
the  Tenn-Tom,  but  it  does  illustrate  how  Forbes  always  gets  both  sides  of 
a  question— and  then  comes  to  its  own  independent  conclusion. 

Senior  Editor  Robert  Flaherty,  who  has  spent  15  years  inter\  iewing 
businessmen,  does  a  good  deal  of  homework  for  his  interviews.  In  preparing 
for  his  Money  Men  interview  with  Victor  Niederhoffer  (p.  69),  Flaherty 
learned  that  the  squash  player-entrepreneur  was  an  aggressively  informal 
man,  given  to  wearing  sloppy  sweaters  and  nonmatching  tennis  shoes  to 
the  oflBce.  Flaherty  decided  it  might  help  put  Niederhoffer  at  his  ea.se  if 
Flaherty  shed  his  usual  jacket  and  vest  and  arrived  in  a  sweater.  For  once 
Flaherty  miscalculated.  As  he  arrived  at  Niederhoffer's  mid-Manhattan  of- 
fice, he  found  his  subject  had  donned  a  suit  and  was  in  the  process  of 
substituting  dress  shoes  for  his  usual  canvas  ones.  So  there  they  were: 
Flaherty  trying  to  adapt  to  Niederhoffer;  Niederhoffer  adapting  to  wlKrt 
he  thought  Forbes  expected.  However,  Niederhoffer  soon  looseiud  his  tie 
and  the  interview  went  very  well— as  a  reading  of  the  article  will  show. 

For  decades,  the  oil  industry  ignored  its  public  relations,  preferring  to 
press  the  hidden  levers  of  power  in  Washington  and  state  capitals.  Hut 
now  the  public  is  angry  at  Big  Oil,  and  many  of  its  friends  in  high  places 
have  deserted  it.  Oilmen  seem  surprised  and  hurt.  The  sad  thing  is  that 
the  oil  industry  does  have  a  good  case  against  breakup  and  for  making 
good  profits.  In  an  interview  with  Forbes'  A1  Butkus,  Howard  iManvclt  of 
Continental  Oil  explains  why  coal  and  oil  make  a  natural  partnership  (/).  '3'?V  ■ 
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reading  Barron's  today? 


Tomorrow. 
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Every  issue  of  Barron's 
looks  ahead  and  reports 
ahead  — to  keep  you 
ahead.  Ahead  in  your 
understanding  of  what's 
happening  and  what's 
about  to  happen  in  the 
world  of  business,  invest 
ing,  money.  Ahead  in 
your  business  deahngs. 
Ahead  in  your  invest- 
ment decisions. 

Barron's  gives  you  the 
facts,  figures  and  in- 
sights you  need  to  make 
your  financial  decisions  days,  weeks,  even 
months  ahead  of  other  news  sources. 
Barron's  will  alert  you  to  early  investment 
opportunities.  And  give  you  early  warnings 
about  dangerous  situations.  Again  and 
again,  Barron's  anticipates  tomorrow's 
headlines  in  its  regular  features  and  its 
special  articles  on  industries,  companies, 
investment  vehicles  and  trends.  You'll 
find  that  Barron's  really  knows  the  mean- 
ing of  covering  the  corporate.  Wall  Street, 
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Washington  and  world 
arenas.  The  stock,  bond, 
commodity,  options  and 
money  markets.  And 
we  do  it  to  help  you 
make  up  your  own  mind 
about  your  own  money 
—  for  the  present  and 
the  future. 

At  today's  prices, 
where  else  can  you  get 
so  much  financial  insight 
for  just  53(P  ^  a  week  (min- 
imum 13  weeks,  maximum 
52  weeks).  For  a  continu- 
ous source  of  money  management  informa- 
tion—subscribe to  Barron's.  Use  the  order 
card  attached  to  this  page.  Or  call  this 
toll-free  number:  800-257-0300. 
In  New  Jersey,  call  800-462-2000. 

Today  is  historyJomorrow  is 

BARRON'S 

The  Dow  Jones  Weekly  Magazine  For  Investors 
200  Burnett  Road,  Chicopee,  Mass.  01021 

*Price  good  in  United  States  and  Possessions.      2B837 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


DO-IT-YOURSELF  ROOF 
SPRAY  SAVES  MONEY 


The  cost  of  roofing  contractors  has  gone  out 
of  sight.  The  Do-lt-Yourself  Randustrial® 
Roof  Spray  Process  is  the  way  to  keep  roofing 
costs  in  line  this  year.  Your  own  men  do  the 
work  and  we  provide  the  equipment  and 
know-how  at  no  charge  to  you.  The  process  is 
so  simple  that  your  unskilled  laborers  achieve 
professional  results.  Inquire  today  for  details 
and  your  free  copy  of  our  new  64  page  1976 
Roofing  and  Maintenance  Catalog. 

O  Show  me  your  color  roofing  movie. 
O   FREE  64  page  Maintenance  Catalog. 

NAME 

TITLE 

COMPANY 

ADDRESS 

CITY 


STATE.  ZIP. 
TEL.  NO.  _ 


Randustrial  ^ 
Corporation 


Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 

Phone:  (216)  283-0300 


Trends  &Tangents 


Foreign 


Judas  Goat? 

Gulf  Oil  Co.  is  negotiating  British 
government  participation  in  its  portion 
of  a  North  Sea  oil  lease.  This  is  sig- 
nificant because,  if  the  negotiations 
reach  agreement,  Gulf  would  be  the 
first  major  U.S.  oil  outfit  to  concede 
the  British  government's  right  to  51%  ^ 
participation.  The  government,  in  over 
a  year  of  effort  to  obtain  oil  compa- 
ny agreement,  has  v^^on  a  nod  only 
from  companies  it  has  a  hold  over- 
such  as  British  Petroleum  and  hap- 
less Burmah  Oil-or  smaller  groups 
who  need  government  financing  to  de- 
velop their  fields.  Gulf  would  be  a 
plum  for  the  government's  position. 
Which  is  why  other  U.S.  oil  compa- 
nies in  Britain  regard  Gulf  these  days 
as  a  traitor  to  the  cause. 


Business 


Suni-Flush 

The  U.S.  Forest  Service  has  come 
up  with  a  first  in  the  solar  energy 
field— a  sun-powered  flush  toilet.  Lo- 
cated in  Montana's  Custer  National 
Forest,  this  outhouse  of  the  future  is 
powered  by  1,664  solar  cells  and  was 
built  at  a  cost  of  $39,628.  Forest  Ser- 
vice technicians  claim  this  expense  is 
still  less  than  what  it  would  have 
cost  to  run  electric  power  lines  to 
the  isolated  spot  9,190  feet  above  sea 
level.  But  one  problem  remains:  No 
one  knows  for  sure  whether  the  toilet 
will  get  enough  sunshine  this  sum- 
mer to  work. 

Executive  Sweets 

The  U.S.  has  historically  been  the 
pacesetter  in  executive  salaries  but, 
according  to  one  survey,  no  longer  is. 
Using  fall  1975  exchange  rates  and 
tianslating  salaries  into  dollars,  the 
survey  shows  that  chief  executives  in 
France  and  the  Netherlands  receive 
10%  more  pay  than  do  their  coun- 
terparts in  the  U.S.,  and  in  Belgium 
and  Brazil  receive  5%  more.  The  high- 
est CEO  salaries  are  in  West  Ger- 
many, 15%  higher  than  in  the  U.S. 
The  survey  says  that  the  trend  in  ex- 
ecutive salaries  is  still  up:  In  countries 
hard  hit  by  inflation,  like  Belgium, 
the  Netherlands,  Italy  and  Brazil, 
even  executives'  salaries  are  tied  to 
cost-of-living  increases. 

Courthouse  Cleanup 

Rehabilitated  criminals  cleaning  up 
the  courthouse?  It  happened  in  New 
York  City.  Unemployed  ex-cons  and 


ex-drug  addicts  ha\e  been  trained  to 
master  a  special  process  designed  to 
clean  the  grimy  surfaces  of  marble 
and  other  structural  stone  in  build- 
ings like  the  federal  district  court 
building.  The  cleaning  process,  mar- 
keted by  a  New  Jersey  subsidiary  of 
West  Germany-based  chemical  mak- 
er BASF,  requires  that  a  detergent  be 
apphed  by  spray  gun.  The  detergent 
forms  a  viscous  layer  on  the  surface 
and  draws  out  stains  and  dirt  accu- 
mulated o\er  decades.  After  a  two- 
day  drying  period,  the  surface  is 
hosed  clean  by  a  high-pressure  stream 
of  water. 

Check  Your  Mileage 

A  traditional  perquisite  for  middle- 
to-upper-le\el  corporate  employees 
is  becoming  less  of  a  perk  because 
of  increased  costs.  The  cost  of  driv- 
ing a  company  car  for  personal  use, 
once  a  very  cheap  (or  free)  privilege, 
is  going  up  as  fast  as  the  price  of 
a  candy  bar.  A  sur\'ey  by  the  Na- 
tional Association  of  Fleet  Administra- 
tors shows  that,  as  a  result  of  the 
energy  crisis,  64%  of  all  firms  using 
a  straight  mileage  charge  now  charge 
7  cents  a  mile  or  more  for  personal 
use;  in  a  1974  survey  the  figure  was 
46%.  Back  in  1969,  the  great  majority 
(80%)  of  fleets  charged  4  cents  a  mile 
or  less.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  D  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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WELCOME 

TO 
MISSISSIPPI 


If  you're  in  business, 
chances  are  you're  in  business 
to  make  a  profit.  Which  is  why 
you  should  give  some  thought  to 
being  in  business  in  Mississippi. 

"Profit"  isn't  a  dirty  word  here. 
And,  believe  it  or  not,  workers  in 

Mississippi 


are  not  only 

willing,  but  eager,  to 

return  a  day's  work  for 

a  day's  pay. 

Maybe  it's  because  of  their 

upbringing.  Or  because  they  can 

hear  opportunity  knocking.  Or 
maybe  it's  simply 
because  they're  as 
"unspoiled"  as  the 
state  they  live  in. 

One  thing's  certain, 
the  easy  pace  of  life 
in  Mississippi  and 
relaxed,  friendly 
attitude  combine  to 
make  employer/ 
employee  relations 
like  you  won't  find 
anywhere  else  in 
the  country. 
And  that  gives  you  a 


unique  opportunity  to  not  only 
make  a  few  dollars,  but  to 
actually  enjoy  yourself  in  the 
process. 
Mississippi 
can  even  start 
working  for  you 
before  you  get  here,] 
through  our  Start-Up 
program.  We'll  pre-train 
your  work  force,  at  our  expense. 
And  they'll  be  ready  to  go  to  work 
the  day  your  doors  open. 


Along  with  my  Re -Think  Mississippi  button,  please  send  me 
information  on: 

n  Industrial  opportunities  in  Mississippi.  (Attach  coupon  to 
your  business  letterhead)  D  Travel  information.  See  Mississippi 
while  looking  for  a  new  plant  site. 


Name 


««& 


:Xi^ 


Title 


Business 
Address - 
City 


-State 


.Zip 


Industrial  Dept. /Mississippi  A  &  I  Board 
P.O.  Box  849,  Jackson,  Mississippi  39205 
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Yesterday's  cut-and-dried  banking  methods  maybe  stunting  your 
company's  profitability  and  growth. 

Here's  how  First  Chicago,  a  ^9-billion  money-center  bank,  is  tuminc 
brain  power  into  dollar  power  for  productive  companies. 


The  equation  above  is  not 
make-believe.  It's  part  of  a  for- 
mula that  demonstrates  x  dollars 
exjjended  to  upgrade  an  ordinary 
cash  management  system  will 
produce  x-plus  dollars  at  the  end 
of  one  year  It  could  add  thou- 
sands of  dollars  to  your  working 
capital  base. 

But  most  important,  it  illus- 
trates an  increasing  sophistica- 
tion of  banking  methods  that  can 
be  vital  to  the  profitability  of  your 
company  this  year.  It  illustrates 
that  productive  banking  takes 
brains  as  well  as  brawn. 

As  a  $19  billion  money-center 
bank,  First  Chicago  can  provide 
you  with  plenty  of  brawn.  It's  or- 
ganized brain  power  we  want  to 


talk  about  here.  We  call  it  the 
Think-Tknk  approach  to  banking. 

The  bank  as  an  arm 
of  your  company. 

In  times  past,  when  the  econ- 
omy was  more  certain,  banking 
was  often  simpler  It  was  the  com- 
pany's business  to  make  profits. 
The  bank's  business  was  to  make 
loans.  From  time  to  time  company 
and  bank  representatives  would 
meet.  A  deal  would  be  struck,  and 
company  and  bank  would  go  their 
own  ways.  This  was  cut-and-dried 
banking.  It  just  won't  do  today. 

lb  cope  with  today's  uncer- 
tainties, you  should  expect  more 
from  your  bank  than  competence 
in  figuring  compound  interest. 


For  example,  you  should  ex- 
pect financial  expertise  geared  es 
pecially  to  you,  by  a  special istwh( 
knows  your  company,  your  line  of 
business,  your  industry.  You 
should  expect  to  be  apprised  of 
the  status  of  other  industries 
important  to  your  business.  And, 
you  should  be  informed  of  the 
many  opportunities  the  total 
banking  process  can  offer  to 
increase  productivity. 

At  First  Chicago  there  are 
people  who  know  your  industry 
like  a  book.  That's  because  71 
years  ago  we  made  a  basic  deci- 
sion that  has  proved  more  fruitfu 
with  each  passing  year. 

In  1905,  we  decided  to  or- 
ganize our  loan  departments  on 
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le  think-tank  bank  (cont.) 

e  basis  of  the  businesses  and  in- 
istries  we  loaned  to,  rather  than 
e  geographical  locations  we 
ned  at.  We  organized  to  serve 
e  needs  of  our  customers,  not  the 
nuenience  of  the  bank. 

First  Chicago  loan  specialists 
e  eager  to  share  with  you  their 
lowledge  of  what's  happening  in 
lur  industry.  And  this  expertise 
fully  available  to  companies 
rved  by  our  nine  regional  offices 
TOSS  the  United  States. 

You  need  a  bank  and 
then  some. 

You  need  more  than  just  the 
.cts  about  your  business  or  in- 
astry  to  make  intelligent  finan- 
al  decisions  for  your  company, 
ou  need  practical,  viable  alter- 
atives, too.  You  need  a  bank  and 
^en  some. 

First  Chicago  is  more  than 
;st  a  bank.  It's  a  treasure-house 
ways  and  means  to  earn  and 
ive  money  for  your  company.  For 
cample,  in  addition  to  14  tradi- 
onal  loan  divisions.  First  Chica- 
)  makes  available  to  you  the 
ipabilitiesof: 

•  Corporate  Finance  Division 

—  Institutional  money  market 
experts  who  act  in  an  advisory 
capacity  to  help  you  get  10-  to 
25-year  money  without  going 
public. 

•  Corporate  Services  Division 

—  Develops  systems  to  collect, 
concentrate,  disburse,  and 
control  your  working  capital 
and  cash  in  transit. 

•  First  Chicago  Leasing  Cor- 
poration —  Enables  your 
company  to  expand  quickly 
without  borrowing,  by  leasing 
equipment,  plant,  land. 

•  International  Banking  De- 
partment —  A  gateway  to 
world  markets,  representing 
you  with  79  installations  in  41 
countries  afound  the  world. 


You'll  find  these  and  other 
resources  under  one  roof  at  First 
Chicago,  ready  and  able  to  maxi- 
mize your  company's  financial 
health  and  earnings. 

The  Think-Tank  at  work. 

Suppose  a  company  has  come 
to  us  with  a  statement  of  its  goals 
and  financial  needs.  They  tell  us 
what  they  want  to  achieve.  It's 
now  up  to  us  to  tell  them  the  way 
they  can  achieve  it  financially. 


Our  people  get  together.  Per- 
haps a  specialist  on  steel  produc- 
tion will  meet  with  an  expert  from 
the  Commercial  Finance  Division 
and  another  from  International. 
They  close  the  door,  sit  down,  and 
start  attacking  the  problem. 

The  Think-Tknk  approach  is 
not  blue-sky  thinking.  It  is  in- 
spired, practical  thinking  directed 
to  the  heart  of  a  company's  finan- 
cial needs.  And  it  has  produced 
remarkably  productive  results. 

For  example: 

For  an  offshore  operator  who 
wanted  to  purchase  eleven  more 
vessels,  one  First  Chicago  Divi- 
sion extended  revolving  credit  to 
provide  interim  funds,  while  our 
Corporate  Finance  Division 
worked  with  the  company  on  two 
successful  bond  issues  utilizing 
Title  XI  shipbuilding  guarantees. 

For  a  synthetic  rubber  produc- 
er who  wanted  to  convert  from 
natural  gas  to  oil,  we  provided  a 
$6  million  loan  in  one  day,  be- 
cause we  knew  the  situation  in 
both  the  chemical  and  petroleum 


FirstClii<:ago 

The  First  National  Bank  of  Chicago  *^         i 

Productive  banking  for  productive  businesses. 


industries,  and  had  established 
a  two-way  banking  relationship 
with  them. 

For  a  construction  equipment 
company  that  wanted  to  expand, 
we  bought  up  $803,000  of  con- 
tracts receivables  as  a  starter,  and 
later  increased  the  company's 
revolving  credit  commitment  from 
$6  million  to  $21  million. 

For  an  oil  company  that 
wanted  to  sell  out— oil  fields,  pipe 
lines,  refinery,  service  stations, 
the  works— First  Chicago  en- 
gineered three  different  kinds  of 
loans  for  the  buyer:  Conventional 
revolving  credit,  term  loans,  and 
petroleum  production  payments. 

For  a  potato  processing  com- 
pany, our  agribusiness  specialists 
called  in  First  Chicago  experts 
from  corporate  finance,  cash 
management,  trust,  and  money 
market  investment  to  create  a 
comprehensive  package  that 
made  $5.6  million  available  the 
first  year. 

The  Think-Tknk  approach  to 
banking  can  make  important  con- 
tributions to  your  company's 
productivity,  profitability  and 
growth.  The  esoteric  equation 
shown  helped  find  more  than 
$2,000,000  in  annual  working 
capital  for  a  chain  of  discount 
stores. 

Start  a  Think-Tknk  working 
for  you.  Call  Thomas  Benton  (312) 
732-6405,  Office  of  the  President. 
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a;  Seoul;  Singapore;  Tokyo.  PACIFIC:  Manila;  Melbourne;  Sydney.  Member  FDIC.    ©1976  The  First  National  Bank  of  Chicago. 


Readers  Say 


Government  Regulation 

Sib:  Your  comments  on  Federal 
regulators  and  OSHA  (Fact  ir  Com- 
ment, Feb.  1 )  were  on  the  mark.  We 
have  to  keep  our  back  doors  locked 
in  our  supermarkets,  not  only  for 
shoplifters  going  out  the  back  door, 
but  because  of  employees  sneaking 
out  cases  of  cigarettes  or  other  mer- 
chandise. We  have  at  least  two  dou- 
ble front  doors  on  all  stores,  and  in 


50  years,  we've  never  had  a  flash  fire 
that  would  endanger -anyone's  life. 
We  just  don't  have  the  combustible 
material  that  would  cause  such  a 
fire.  Yet  after  every  OSHA  inspec- 
tion, we  receive  a  fine  for  having  our 
back  doors  locked. 

-A.D.  Davis 

Vice  Chairman, 

Winn-Dixie  Stores,  Inc. 

Jacksonville,  Fla. 

Sir:  Most  regulation  ends  up  doing 
more  harm  than  good.  Our  railroads<^ 
are  a  shambles,  the  airlines  are  run- 


The  back  of  this  page 

isn't  blank  for  the  same 

reason  the  back  of  yonr 

copies  shouldn't  be. 


The  side  you  don't 
copy  on  costs  just  as 
much  as  the  one  you 
use.  Now,  if  your 
organization  copies 
very  many  multi-page 
documents,  we've  got 
a  way  for  you  to  cut  these 
costs  in  half. 

Our  AM  4875  "Both  Sides 
Now"  Copymaker  can  save  you 
50%  in  paper  costs  and  50% 
on  costly  machine  and  operator 
time.  Plus  substantial 
postage  and  filing 
expense.  It's  the  only  -  '  t" 

volume  plain-paper 
copymaker  that 

copies  both  sides  in  \  >  \^  \ 

one  pass.  t  'i  ?  t 

The  time  for  you  to  i '  I  * 

consider  two- sided  ^i^i 

copying  is  now.  And  the 
machine  that  conquered 
the  concept  at  lowest 
cost  is  the  AM  4875 


'*Both  Sides  Now"  Copy- 
maker. 

See  it  in  action.  Call 
your  Multigraphics  Sales 
Office  today  to  arrange  a 
demonstration.  Or  write 
Dept.M,  1800W. 
Central  Road,  Mt. 
Prospect,  111 
60056. 


-•«.  Like  reduction 


a  them  the 


i*Qt  oi  volume,  but 

fs  copyiny?  Consider 
Copy  System— the 
r  volume  copier  for 


lOtl,  or  to  arrange  a 
tit>nol  either  ol  these  money- 
tlhe  copying  systems,  call  your 
^ultigraphics  Sales  Office.  Or 
ipt.  M.,  1800  West  Central  Rd.. 
tof^pect,  111.  60056.       /Vjj^ 
make  you  look  belter  on  paper 

A 

AODRESSOGRAPH  MULTIGRAPH 

MULTIGRAPHICS  DtVIStON 


ning  red  ink,  the  Environmental  Pro- 
tection Agency  forces  Detroit  to  adopt 
an  auto  exhaust  emission  control  de- 
vice that  spews  forth  even  more  poi- 
sonous air  than  before,  the  piension 
reform  act  leads  to  a  rapid  rise  in 
terminated  plans,  etc.  The  only  gov- 
ernment agency  that  seems  to  be  cost 
eflFective  is  the  IRS. 

—William  McSmith 
Houston,  Tex. 

Sir:  Have  the  people  who  ct>m- 
plain  about  government  regulation 
ever  stopped  to  consider  why  we  ha\e 
so  many  regulations?  If  businesses 
and  individuals  over  the  years  had  not 
tried  to  pull  so  many  fast  ones,  many 
of  the  regulations  would  nc\cr  have 
been  put  on  the  books. 

— NoBMA  C.  Morrison 
Denver,  Colo. 

Going  Private 

Sir:  Re  "Ruthlessness  By  The 
Rules"  ( Feb.  1 ) .  Contrast  the  often 
contested  tender  offer  with  that  in- 
famous sub-species  known  as  "going 
private."  Then,  the  management  uni- 
laterally determines  the  time  (fre- 
quently on  the  eve  of  a  turnaround) 
and  the  price  (invariably  set  when 
the  market  price  of  the  issuer's  stock 
is  at  its  very  nadir)  and,  in  effect, 
uses  the  shareholder's  own  money  to 
finance  his  elimination  for  the  benefit 
of  insiders.  The  solution  to  going  pri- 
vate is  to  first  require  an  independent 
outside  bid  for  the  company's  stock. 

—Burton  L.  Knapp 
New  York,  N.Y, 

Russians  In  Angola 

Sir:  You  say  that  the  Russians  will 
probably  be  kicked  out  of  Angola  in 
the  end  (Fact  ir  Comment,  Feb.  1) . 
Tell  that  to  the  Latvians,  Estonians, 
Lithuanians,  Poles,  East  Germans, 
Hungarians,  Rumanians,  Bulgarians, 
Cubans,  et  al. 

—Frank  Verlot 
Sunnyvale,  Calif. 

Sir:    As  a  Cuban  refugee,   I   know 

the   (inference   l>etween   freedom   and 

comniunisni.  Cancel  my  subscription. 

—Rafael  Fernandez 

Hoboken,  N.J. 

Likes  New  Section 

.Sir:  Every  time  I  rc(ci\c  a  »<>1>\  «'! 
I-'oHBE.s,  I  say  I  am  going  lo  write 
and  tell  you  what  a  great  magazine 
it  is.  But  each  and  every  one  seems 
to  be  a  standout— so  I  don't  write. 
Tf)day  I  am  writing,  however,  be- 
cau.se  I  am  dc^lighted  you  are  going 
in  for  a  "New  Investment  Section." 
Your  piece  on  surgery  for  Social  Se- 
curity was  a  gu-sscr.  Its  high  time 
(Continued  on  pane  76) 
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ipTie  1976  Thunderhird. 
Could  it  he  the  best  luxury  car  buy  in  the  world  ? 

The  Private  World  of  Thunderbird  includes  standard  features  like 
automatic  transmission,  power  front  disc  brakes,  power  side  windows, 
solid-state  ignition.  Not  to  mention  air  conditioning,  vinyl  roof, 
steel-belted  radials  and  split  bench  seats.  In  addition  there  is  an 
impressive  list  of  added  comforts  and  conveniences  available 
to  choose  from. 

Enter  the  Private  World  of  Thunderbird  for  1976. 


')h'i  in    \'l7f,  I  hurclrrhird  'j.ith 
npUnnul  li'.rdfuu/  I  u/ury  ( ifdUfi, 
VJ')V<1  Uri-.,   'A'i'inr'xif  unii 
(  i,n,  i-mi-m  c  f  jrnufi 


The  closer  you  look,  the  better  we  look.  See  your  local  Ford  DealeM 

THUNDERBIRD 


FOr^D  DIVISION 


fcafeiSa^Sfefei 


American  Society 
f  Travel  Agents  Survey. 


Ilravel  agents  likcl 


V^e  think  you'll  like  using  Hilton's 
Reservation  Service  as  much  as 
travel  agents  do  (see  survey 
results  above). 

Because  with  Hilton,  you 
deal  with  a  local  person,  not  an 
anonymous  national  operator. 

We  want  you  to  have  the 
kind  of  attention  you'd  expect 
from  Hilton,  even  when  you're 
reserving  a  room. 


When  you  talk  to  a  Hilton 
operator  about  reservations, 
also  talk  to  her  about  basketball. 

She  can  tell  you  what 
entertainment  is  scheduled 
where  you're  going. 

And  she  can  give  you  other 
plan-ahead  information. 


Because  your  room  is  only  part 
of  your  trip,  you  can  find  awari 
winning  cuisine  an  elevator 
ride  away  from  your  room. 

Many  Hilton  guests  prefer 
our  restaurants  to  most  of  the 
others  in  town. 


Hilton.  Because  you( 


3&B 


mlton's  Reservation  Senice  best 


oull  like  best: 


For  every  three  guests,  there  are 
two  Hihons. 

It's  the  way  we  maintain  the 
high  level  of  service  that  makes 
a  Hilton  a  Hilton. 


Experienced  travelers  and 
business  people  like  the 
convenience  of  Hilton's 
downtown  locations. 

The  1200-room  Atlanta 
Hilton  is  our  latest  Hilton. 

It's  the  newest  hotel  in 
downtown  Atlanta. 


Experienced  t^'avelers  and 
business  people  like  the 
convenience  of  Hilton's  airport 
locations. 

They  like  the  idea  they  can 
enjoy  Hilton  service  close  to  the 
airport,  at  twenty-three  major 
cities  in  the  United  States. 


"oom  is  onfy  part  of  your  tnp. 


The  Escadrille®  Man  remains  unruffled  under  any  kind  of  pressure.  His  cool  is  due  in  part  to  his 
Viracle^  suit.  It's  Hart  SchafFner  &l  Marx's  exclusive  blend  of  Dacron®  polyester  and  fine  wool 
worsted,  tailored  for  spring  in  a  muted  plaid  of  soft,  earthy  tones.  Its  look  is  slim;  its  styling,  staunch; 
its  spirit,  pure  Escadrille. 


HART  SCHAFFNER  &  MARX 


^6  South  Franklin  Street,  Chi.  aKo.  Illlni>li  <.lV>lX>  .g  1>*76  Man  Scrvl.--',  I' 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


OUR  RECOVERING   ECONOMY  ISN'T  ANEMIC 


Except  for  the  unemployed  (with  benefits  exhausted), 
we  should  be  happy  that  the  pace  of  business  revival  is 
between  a  walk  and  a  trot.  Rapidly  improving  consumer 
confidence  might  send  recovery  galloping— which  could 
give  a  shot  of  adrenaline  to  that  Good  Times  nemesis, 
inflation. 

I  don't  think  it  will  happen. 

The  record-busting  stock  market  surge  is  almost  all  in- 
stitutional (and  probably  some  large  pri\ate  investors) .  The 


long-suffering  small  investors  are  taking  the  opportunity  to 
bail  out  when  they  get  even.  They  are  staying  with  the  inter- 
est on  savings,  and  are  showing  more  interest  in  buying 
suits,  sheets  and  furniture  suites  rather  than  stocks. 

And  for  the  now,  businessmen  are  more  concerned  with 
a  market  for  goods  and  services  than  with  capital  for 
expansion. 

U.S.  economic  resurgence  will  now  begin  to  drag  much 
of  Western  Europe's  economy  up,  instead  of  down. 


IT'S   TIME  TO   GIVE  CHINA    A  FAR  HIGHER  PRIORITY 


Solidly  bettering  our  relations  with  China  will  do  far 
more  to  make  our  detente  with  Russia  a  two-way  opera- 
tion than  will  a  thousand  more  KissiiTger  kisses  and  gri- 
maces at  and  in  the  Kremlin. 

With  huge  U.S.  military  forces  nearly  gone  from  its 
southern-border  neighbors,  China  has  no  reason  to— and 
therefore  no  longer  does— fear  and  hate  (invariably  con- 
comitants) the  U.S.  But  for  thousands  of  years  along 
thousands  of  miles  of  common  border,  the  Russian  menace 


has  been  bloodily,  viciously  real  for  China.  Their  quarrel 
over  Communist  ideology  is  so  total,  so  deep,  so  real,  so 
searing  as  to  be  incomprehensible  to  our  Western  minds. 
Working  to  establish  a  meaningful  rapport  and  genuine 
friendship  with  China  is  an  infinitely  better  way  of  mak- 
ing detente  more  meaningful  to  Moscow.  I  think  Presi- 
dent Ford  is  perfectly  capable  of  seeing  and  understand- 
ing this,  and  he  should  repoint  his  Secretary  of  State  in 
this  direction,  or  appoint  one  who  sees  this  point. 


Remember,  as  schoolboys  studying  the  American  Revo- 
lution, how  hard  it  was  to  grasp  the  concept  of  mer- 
cenary armies?  Britain's  hired  Hessians  were  more  hissed 
than  the  Redcoats.  A  government  hiring  out  its  armies 
to  the  highest  bidder  seemed  at  the  time  of  our  youth  a 
shocking  idea.  Patriots  on  both  sides  bled  for  Cause,  God, 
Country.  Not  money. 

One  of  the  more  extraordinary  coincidences  of  our  200th 
birthday  is  the  rebirth  of  a  new  source  of  Hessians,  a 


THE   BICENTENNIAL  HESSIANS 

country  of  this  day  and  age  with  its  armies  for  hire— Cuba. 

Having,  over  the  years,  been  completely  rebuffed  in  at- 
tempts to  export  his  revolution  to  neighbors  in  the  West 
Indies,  in  Central  and  South  America,  Castro  now  hires 
out  his  army  to  Russian-paid  Reds  in  several  African 
countries  in  addition  to  Angola  and,  reportedly,  to  radical 
forces  in  some  Arabic  nations.  It's  estimated  that  Cuban 
"Hessians"  are  on  hire  in  some  ten  different  countries. 

Hessians  in  1776,  Castro  Converters  in  1976 
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IT'S   BABY-KISSING  TME  AGAIN 

Now,  we  here  have  been  as  critical  of  pohticos  as  per- 
haps anyone.  But  when  it  comes  to  deploring  the  things 
candidates  do  at  photographers'  behest,  I  hesitate-as  you 
can  understand  from  these  shots,  taken  when  yours  truly 
was  GOP  gubernatorial  candidate  in  New  Jersey  two 
decades  ago. 


MOUTHFUL  FROM   MAPCO 

I  suppose  Robert  Thomas,  CEO  of  Tulsa's  oil-producing  But  in  commenting  on  the  suit,  Mr.  Thomas  made  an 

Mapco   Inc.,   will   get  jumped   on   from   assorted   sources  obserxation   that   aptly   summarized   the   whole   situation: 

for  suing  to   upset  the  new  energy  act  that  calls  for  a  "If  the  public  thinks  it  can  get  along  with  cheap  energy, 

rollback  in  crude  oil  prices.  they'll  have  to  get  along  without  energy." 


HOW  TO   RECLAIM  $BILLIONS   FROM   TWO  GARGANTUAN   BOO-BOOS 


That  supersonic  airplane,  the  Concorde,  and  the  Wash- 
ington-mandated automotive  catalytic  converter,  intended 
to  purify  exhaust  fumes,  have  to  stand  out  as  two  of  the 
most  costly  fiscal  fiascos  of  our  time.  From  each,  though, 
we  can  perhaps  "recover"  much  of  the  sums  spent. 

Take  the  Concorde:  $3  billion  has  been  spent  to  get 
perhaps  a  half  dozen  into  the  air.  Add  the  cost  of 
the  time  and  efiForts  of  the  British  and  French  govern- 
ments to  achieve  some  concord  in  the  project  and  in  their 
efforts  to  sell  it  internationally,  and  the  price  becomes 
somewhat  incalculable.  Yet  before  the  Concorde  was  fully 
on  the  drawing  boards  (never  mind  off  them),  the  eco- 
nomics of  its  small  payload  and  vast  cost  clearly  preclud- 
ed it  from  ever  being  feasible,  affordably  usable  (we 
couldn't  be  happier  with  Coleman's  favorable  landing  de- 
cision—see Fact  6-  Comment,  Nov.  1,  1975). 

But  from  this  extraordinary  extravaganza,  created  to 
carry  a  hundred  people  in  3)2  fewer  hours  than  the  360- 
passenger  747s  take,  should  come  a  sense  of  proportion. 
It  often  takes  more  than  an  hour  or  two  to  get  from  Man- 
hattan to  JFK  Airport,  or  from  De  Gaulle  Airport  to  the 

ANYBODY 

who  tries  to  be  something 

to  everybody 

is  nobody  to  anybody. 


Arc  de  Triomphe.  Each  day  from  nearly  every  major  city 
in  the  world  thousands  of  people  spend  more  time  get- 
ting to  and  from  airports,  and  getting  into  the  air  and  out 
of  it,  than  they  do  hi  actual  flying  time. 

If  we  can  turn  from  spending  $3  billion  in  moving  a  hun- 
dred people  a  little  faster  across  oceans  to  spending  it  in 
enabling  them  to  move  to  and  from  airports  a  bit  faster, 
then  we'll  have  accomplished  something  of  both  finite  and 
infinite  value  for  millions  of  minds  and  wallets. 

Then  there  is  the  catalytic  converter  that  has  added 
a  couple  of  hundred  dollars  per  auto  to  the  soaring  costs 
that  had  halved  U.S.  auto  sales.  By  rushing  to  lessen  two 
polluting  exhaust  elements,  we've  apparently  ended  up 
with  something  which  emits  a  different  and  potentially 
more  deadly  one.  If  from  this  costly  piece  of  stupidity 
we  can  learn  to  move  toward  ecological  goals  by  first 
weighing  costs  and  results,  the  $billions  .saved  could  make; 
this  costly  exhaust  fiasco  seem  a  bargain. 

Everyone  knows  lessons  have  to  be  paid  for.  I  Is  only 
when  you  don't  learn  from  them  that  their  cost  is  totally 
inuecoxerablt" 

EVERYBODY 

has  to  be  sonu-body 
to  somebody 
to  be  anybody. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.-M.S.F. 


Corporate  Ethics 

I  am  struck  by  the  fact  that  one 
major  company  seems  to  be  having 
considerable  difficulty  in  divesting  it- 
self of  a  large  and  profitable  sub- 
sidiary, as  required  by  the  Federal 
Trade  Commission.  I  am  willing  to 
think,  on  general  principles,  that  the 
FTC  is  being  unreasonable  in  the  con- 
ditions it  is  attaching  to  the  divesti- 
ture. But  there  is  an  easy  way  out 
for  the  company,  one  which  the  FTC 
could  not  possibly  object  to— i.e.,  spin- 
ning off  the  subsidiary  to  the  compa- 
ny's shareholders.  The  company  has 
rejected  this  possibility  on  the  grounds 
that  it  is  not  in  the  "best  interests" 
of  these  stockholders. 

But  why  isn't  it?  It  is  hard  to  see 
why,  and  I  rather  imagine  that  if  those 
shareholders  were  given  the  chance 
to  vote  on  the  issue,  they  might  well 
decide  that  a  spin-off  is  decidedly  in 
their  best  interests.  They  will  not,  of 
course,  be  given  any  such  opportu- 
nity. For  it  is  obvious  that  life  would 
be  more  interesting— and  presumably 
in  the  end  more  profitable— for  the 
company's  executives  if  they  had  800 


million  dollars  or  so  to  play  with, 
rather  than  seeing  all  this  money  van- 
ish into  the  pockets  of  the  company's 
stockholders. 

Perhaps  these  executives  will  indeed 
invest  this  money  more  wisely  than 
the  stockholders  could,  and  to  the 
stockholders'  ultimate  benefit.  But,  on 
the  other  hand,  perhaps  not.  What 
does  seem  clear  is  that  the  executives 
do  not  even  seem  to  realize  that  they 
are  involved  in  a  situation  that  sug- 
gests a  potential  conflict  of  interests, 
and  that  there  is  an  ethical  aspect  to 
their  decision  to  which  attention 
should  be  paid. 

—Irving  Kristol, 
Wall  Street  Journal. 

Deep  Jaws 

Today  we  are  dealing  with  an  audi- 
ence that  is  primarily  under  25  and 
divorced  from  any  literary  tradition. 
They  prefer  mindless  violence  to  solid 
plotting,  four-letter  words  to  intelli- 
gent dialogue,  pectoral  development 
to  character  development.  Nobody 
listens  anymore.  They  just  sit  there, 
y'know,  waiting  to  be  assaulted  by  a 
series  of  shocks  and  sensations. 


What  do  you  think  [the  movie  stu- 
dios] are  up  to?  Ill  tell  you.  Jaws  II, 
French  Connection  III,  Airport  '77 
and  The  Return  of  the  Exorcist.  .  .  . 
I've  often  thought  I  would  do  a 
pomo-horror  movie  and  capitahze  on 
two  of  the  going  trends.  The  plot 
would  have  a  sloppy  hooker  who 
gives  all  of  her  innocent  customers 
crabs.  The  crabs  grow  into  giant  oc- 
topuses and  eat  New  Orleans.  Do  you 
see  the  beauty  in  that?  You  get  both 
nudity  and  animal  horror  in  the  same 
picture.  I  might  call  it  Deep  Jaws. . . . 
It's  no  wonder  they  say  Wilder  is  out 
of  touch  with  the  times.  Frankly,  I 
regard  it  as  a  compliment.  Who  the 
hell  wants  to  be  in  touch  with  these 
times? 

—Billy  Wilder  interviewed  by 

Jon  Bradshaw,  New  York  magazine. 

ISow  What  To  Tell 

The  Kids? 

There  is  no  point  in  the  United 
States  where,  if  you  drilled  straight 
through  the  earth,  you  would  come 
out  in  China. 

—The  New  Yorker. 


WHERE  SHOULD  YOU  INVEST  NOW? 


The  stock  market  has  risen  ex- 
plosively in  recent  weeks,  and  the 
Dow  Jones  industrial  average, 
many  observers  are  now  saying, 
could  rise  150  more  points  by  year- 
end.  But  the  speed  of  the  fantastic^ 
gain  that  took  place  in  recent" 
weeks  ain't  likely  to  be  repeated. 
Unless  you're  a  shrewd  picker  of  in- 
dividual stocks,  this  "expert" 
(which  in  the  investing  world  usu- 
ally means  one  who  can  get  his 
opinions  into  print)  beUeves  that 
for  the  rest  of  the  year  you  would 
do  better  buying  a  batch  of  medi- 
um-grade discounted  bonds  than  a 
similar  group  of  stocks. 

Tl^ere  is  a  persuasive  case  to  be 
made  that  long-term  rates,  now 
around  9%,  will  be  down  sharply  by 
December.  Our  own  Ben  Weber- 
man  sees  6%  to  7%  {see  Forbes, 
Feb.  1,  Feb.  15).  Remember,  a  1% 
decUne  in  interest  rates  can  mean  a 
10%  or  more  upward  swing  in  a 
bond's  4)rice. 

Why  discounted  bonds?  Because 
you  have  more  room  for  realizing 
the  fullest  capital  gains  possible. 
Corporations  will  call  in  their  high- 


ly M.S.  Forbes  Jr. 

coupon  bonds  well  before  their  A% 
or  Q%  issues,  and  this  puts  a  damp- 
er on  how  high  a  high-coupon  is- 
sue can  go  in  price. 

Which  bonds?  You  can  stick  to 
those  rated  A  or  AA  and  do  well. 
An  example  would  be  U.S.  Steel 
A%%  due  in  1996.  Its  current  yield 
is  7.1%,  which  is  better  than  most 
yields  are  today  on  common  stocks. 

If  you're  conservative,  you  can 
buy  those  high-coupon  'Treasury 
bonds  such  as  the  8)is  of  2005. 
These  have  call  protection  of  20 
years  or  more,  vs.  the  five  to  ten 
years  for  most  corporates. 
*     *     * 

The  chances  that  Congress  will 
enact  a  meaningful  no-fault  auto- 
mobile insurance  law  have  dimin- 
ished markedly  in  the  wake  of  the 
financial  woes  of  Government  Em- 
ployees Insurance  Co.,  one  of  the 
largest  auto  underwriters  in  the 
industry.  GEICO,  struggling  for 
survival,  blamed  a  lot  of  its  trou- 
bles on  the  no-fault  laws  in  force 
in  24  states,  claiming  they  led  to 
spiraling  losses.  No-fault  opponents 
are    using    the    GEICO    stick    to 


beat  back  federal  legislation. 

It's  too  bad.  The  no-fault  bills 
that  the  House  and  Senate  are  con- 
sidering would  go  a  long  way  to 
curing  the  faults  that  have  made 
no-fault  so  expensive,  so  disap- 
pointing. Of  prime  import,  the  bills 
would  banish  monetary  "thresh- 
olds," whereby  an  injured  person 
who  can  run  up  a  certain  amoimt 
in  medical  bills,  can  still  sue  for 
"pain  and  suffering."  New  York 
and  New  Jersey,  for  instance,  have 
thresholds  of  $500,  and  it  doesn't 
take  much  of  a  hospital  stay  to 
surpass  that. 

Under  the  congressional  propos- 
als, only  in  cases  Oi  death  or  where 
total  disability  exceeded  90  days 
would  lawsuits  be  permitted. 

No-fault  can  do  most  of  what  it 
was  intended  to  do  if  it  isn't  emas- 
culated, which  it  is  in  most  states. 
Only  with  federal  legislation  can 
it  be  saved  from  the  trial  lawyers, 
who  have  considerable  influence 
in  state  legislatures. 

GEICO's  troubles  should  be  a 
spur  for  congressional  action,  not 
an  excuse  to  stall  it. 
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FAPERmi^ 

1HE  BUSINESS  FAIN  PlIIIEir  BOWES  CAN  REMOVE. 


SnM>TDM''l:  UCKMG  AND  SnaONG  SUMPS. 

Over  and  over  and  over  again.  , .     ,^  ru  .u 

Treatment:  Bypass  the  messmess  and  inefficiency  ot  both. 
Meter  stamp  your  mail,  even  parcels,  with  a  Pitney  Bowes     _ 
postage  meter  mailing  machine.  It's  much  faster.  And  you  can  t 
lose  a  meter  stamo. 


SimiPnilllS'3&''«:F0UIING 
ANDSniFFINGBYHAND. 

Over  and  over  and  over  again. 

Treatment:  Do  it  by  Pitney  Bowes  Folder-Inserter. 
And  free  people  for  more  interesting  work.  Folds  completely 
flat  in  exactly  the  right  place  every  time.  Makes  even  multiple  insertions' 
All  at  high  speeds. 


SYMF1DIIIS'5&'6: 
COPYING  AND  THEN  COLUmNG 
BY  HAND. 

Over  and  over  and  over  again. 

Treatment:  Make  37  clean  sharp  plain  bond  copies  a 

minute  with  a  Pitney  Bowes  PBC"  Copier.  Then,  if 

what  you've  copied  needs  collating,  do  it  with  a 
Pitney  Bowes  automatic  collator,  fifteen  times 
faster  than  you  could  by  hand,  with  no  skipped  or 
missed  pages. 


For  complete  information  on  how  p  p*rralysis  slows  your  business  down,  and  how 
Pitney  Bowes  paperhandling  products  and  systems,  including  the  new  Pitney  Bowes  PBC 
plain  bond  copier,  can  help  speed  it  up,  write  us:  Pitney  Bowes,  17S5  Pacific  Street,  Stamford 
Conn. ,  06904.  Or  call  one  of  our  190  offices  throughout  the  U.  S.  and  Canada.  Postage  Meters 
Mailing  Systems,  Copiers,  Counters  and  Imprinters,  Addrcssprinter';  ^.^Hflinti  and  Marking 
Systems. 


IP  Pitney  Bowes 


Because  business  travels 
at  the  speed  of  paper. 


aiiHk 


Forbes 

The  Great  Tax  Debate 

Should  our  tax  system  favor  saver  rather  than 
consumer,  business  rather  than  the  individual? 


Given  the  high  cost  of  living  and 
the  antibusiness  mood  prevailing  in 
the  country,  taxes  are  sure  to  be  a 
big  issue  in  this  fall's  Presidential 
campaign.  Already  Fred  Harris  prom- 
ises to  soak  the  rich,  Henry  Jackson 
the  multinationals,  and  George  Wal- 
lace tax-exempt  foundations. 

Political  talk  is  relatively  cheap,  but 
when  the  hot  air  clears  after  the  elec- 
tion. Congress  may  well  be  taking  up 
proposals  for  some  of  the  most  drastic 
tax  changes  since  the  New  Deal. 
Forbes  recently  talked  about  taxes 
with  Representative  Al  Ullman 
(Dem.,  Ore.),  Wilbur  Mills's  succes- 
sor as  chairman  of  the  powerful  House 
Ways  &  Means  Committee.  Ullman 
revealed  that  he  and  his  staflF  are 
studying  major  tax  changes— not  for 
this  year's  session  but  for  next. 

Ullman  made  it  clear  that  he  wants 
more  than  just  the  usual  tax  code 
tinkering.  "We've  got  long-term  prob- 
lems converging  on  us,"  he  explained. 
"The  demands  of  the  coming  decade 
—restructuring  our  energy  supply, 
cleaning  up  the  environment  and  re- 
building our  transportation  system- 
are  beyond  the  scope  of  our  capital 
structure.  In  addition,  we've  got  a  Sq; 
cial  Security  crisis:  We  need  some  al- 
ternative to  payroll  tax  increases  to 
keep  the  system  solvent."  Social  Se- 
curity taxes  already  consume  nearly 
10%  of  the  nation's  wage  bill,  yet 
spending  from  the  $38-billion  fund  still 
exceeds  income  by  $2  billion  a  year. 

On  top  of  that,  private  savings  in 
the  U.S.  average  only  15%  of  gross  na- 
tional product,  except  for  threadbare 
Britain,  the  lowest  rate  among  indus- 
trial nations.  According  to  the  Trea- 
sury Department,  that  level  should 
rise  to  16%  (a  $15-billion  annual  in- 
crease) to  meet  projected  capital  de- 
mands. But  depreciation— what's  re- 
quired just  to  keep  our  capital  stock 
at  current  levels— accounts  for  over 
half  of  present  savings.  So  the  neces- 
sary growth  in  capital  formation  is 
really  closer  to  20%. 

Since  about  two-thirds  of  private 
savings  comes  from  corporate  profits, 
lower  corporate  taxes  would  do  the 
trick.  But  to  replace  the  lost  taxes  and 
to   avoid  further  increases  in   Social 


Security  payments,  the  Treasury  will 
clearly  need  new  income  sources. 

Where  from?  Ullman  isn't  sure. 
"We're  going  to  analyze  the  revenue 
bases  of  other  free  nations,"  he  says. 
"I'm  strongly  opposed  to  a  federal 
sales  tax,  but  a  value-added  tax  with 
a  relatively  low  flat  rate  might  accom- 
plish what  we  need." 

A  value-added  system— common  in 
Europe— works  like  this.  The  govern- 
ment levies  a  percentage  charge  on 
the  difference  between  a  firm's  costs 
(including  raw  materials,  suppUes  and 
services)  and  its  sales.  The  result  is 
just  like  a  sales  tax,  except  that  prod- 
ucts with  higher  markups  bear  a 
heavier  burden,  and  collection  takes 
place  at  all  levels  of  production  and 
distribution,  not  just  at  retail. 

Like  a  sales  tax,  VAT  is  basically 
a  tax  on  consumption.  As  a  full  or 
partial  replacement  for  corporate  in- 
come taxes,  it  would  tend  to  inhibit 
consumption  and  encourage  savings. 
But  because  it  is  less  visible  than  a 
sales  tax,  it  is  theoretically  less  pain- 
ful. Does  this  sovmd  reactionary? 
"Most  countries  have  already  moved 
in  that  direction,"  notes  Ullman— in- 
cluding Germany  and  socialist  Britain. 

Once,  Not  Twice 

In  giving  tax  rehef  to  corporate 
profits,  Ullman  leans  toward  doing 
away  with  the  double  taxation  of  div- 
idends. As  things  now  stand,  dividend 
money  is  taxed  when  it  is  earned  by 
the  corporation  and  again  when  it 
reaches  the  stockholders.  One  reform 
would  allow  businesses  to  treat  divi- 
dends as  an  expense— like  interest— and 
therefore  not  subject  to  corporate  in- 
come taxes.  Such  a  change  would  be 
neither  pure  loss  to  the  Treasury  nor 
pure  gravy  for  wealthy  stockholders, 
whose  tax  bills  would  be  raised  by 
higher  di\ddend  payouts. 

Last  summer  Treasury  Secretary 
William  Simon  proposed  a  similar 
plan  combining  corporate  dividend 
deductions  and  a  tax  credit  for  stock- 
holders with  dividend  income.  Ull- 
man and  other  Democrats  scoffed  at 
the  idea.  Why?  "It  was  a  $15-billion 
corporate  tax  cut,"  the  Ways  &  Means 
chairman  says.  "We  couldn't  do  that 


Representative  Uilman 

without  an  alternate  revenue  system." 
Just  a  2%  VAT,  however,  would  pro- 
duce that  much  each  year. 

As  things  now  stand,  personal  in- 
come taxes  bring  in  about  $130  bil- 
hon  annually— two-thirds  of  total  tax 
revenue.  Corporate  taxes  yield  an- 
other $40  biUion.  Excise  taxes  ($10 
billion),  estate  and  gift  levies  ($5 
billion)  and  customs  duties  ($4  bil- 
hon)  make  up  the  balance.  "Current- 
ly we've  got  a  task  force  examining 
that  mix  to  see  if  we  can  get  a  bet- 
ter investment  climate  from  some 
changes,"  says  Ullman,  referring  to 
such  things  as  faster  depreciation  and 
replacement-cost  accovmting.  "I  think 
the  investment  tax  credit  could  also 
be  a  major  tool." 

Is  the  political  climate  ripe  for  tax 
changes  that  would  favor  business? 
Can  Ullman— who  lacks  Wilbur  Mills's 
old  clout— do  the  job? 

Though  he  led  the  fight  for  the 
House's  landmark  budget  reforms  in 
1973,  Ullman  doesn't  have  the  same 
firm  grasp  of  tax  issues  that  gave 
Mills  his  power.  Instead  of  controUing 
every  legislative  comma,  he's  ready  to 
look  at  the  big  picture. 

At  the  moment,  however,  chances 
look  poor  for  tax  reforms  that  would 
stimulate  savings  at  the  expense  of 
consumption.  The  current  public  mood 
favors  zapping  business  rather  than 
encouraging  it. 

"We'll  get  our  proposals  ready  and 
put  them  in  the  national  spotlight," 
rephes  the  61-year-old  Ullman.  "You 
don't  get  reforms  like  this  if  the 
country  is  running  O.K.  without 
them.  But  if  people  really  think  our 
problems  are  catching  up  with  us, 
then  change  might  be  possible."  ■ 
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Legal  Cartels 


The  Webb-Pomerene  Act  is  now  only  a  small  loophole 
in  the  antitrust  laws,  but  it  may  be  getting  wider. 


Vol-  KNOW  the  way  it  is  overseas," 
till'  chemical  executive  murmured  to 
a  FoHBEs  reporter.  "You  sneeze  in 
London  and  when  you  get  to  Rotter- 
dam they  ask  you  how  your  cold  is. 
They  ha\e  their  cartels.  We  have  this." 

This  is  a  VVebh-Pomerene  associa- 
tion. What's  that?  It  is  a  cartel  that's 
le^al  under  U.S.  antitrust  laws. 

U.S.  trusthusters  are  ever  vigilant 
—fanatical,  some  would  say.  But  there 
is  one  area  that  is  out-of-bounds  to 
them.  Under  an  obscure  law  passed 
in  1918,  U.S.  companies  can  band  to- 
gether in  "associations"  in  the  export 
trade  to  fix  prices,  allocate  markets 
and  set  contract  terms. 


There  is,  needless  to  say,  a  catch. 
The  Webb-Pomerene  Act  only  permits 
you  an  exemption  from  the  Sherman 
and  Clayton  antitrust  acts  if  your  "ex- 
port association"  doesn't  have  a  back- 
lash effect  on  the  domestic  market. 
Up  until  fairly  recently,  most  export- 
ers have  chosen  not  to  try  to  prove 
that  to  the  Justice  Department's  earn- 
est young  men. 

The  world  is  changing,  though,  and 
the  Webb-Pomerene  exemption  is 
looking  more  like  a  useful  tool  than  a 
dead  letter.  \'incent  Ferraro,  a  research- 
er on  international  cartels  at  MIT's 
Center  for  International  Studies,  says: 
"There's    been    a    shift    toward    more 


hiL'iiK  structured  coordination  among 
multinational  companies.  The 
sr:ccessful  demonstration  of  cartel  ac- 
tion by  the  Organization  of  Petroleum 
Exporting  Countries  has  shown  that 
this  is  a  reasonable  course  of  action." 

In  fact,  legislation  is  grinding 
through  Congress  to  widen  the  scope 
of  Webb-Pomerene  to  include  indus- 
tries exporting  services  as  well  as 
goods.  It's  being  pushed  by  turnkey 
pfent  contractors  like  Los  Angeles' 
Fluor  Corp.  and  San  Francisco's  Bech- 
tel  Corp.  who  want  to  present  a  united 
front  on  overseas  bidding. 

The  amendments  to  the  act,  spon- 
.sored  by  Senator  Daniel  Inouye 
(Dem.,  Hawaii),  are  in  part  a  reac- 
tion to  clever  Soviet  manipulation  of 
overeager  American  contractors.  As 
one  Congressional  aide  explains,  "The 
Soxiets  ask  each  contractor  for  e\er 
more  detailed  proposals,  gradually 
acquiring  all  of  their  technology.  Then 


Tightening  The  Bonds 

Bad  news  for  politicians: 

You  now  will  have  to  come  clean  with  investors 

before  they  will  lend  you  any  money. 


A  MYTH  has  been  exploded.  Financial 
people  long  believed  or  professed  to 
believe  that  tax-free  general  obliga- 
tion municipal  bonds  were  supersafe 
because  they  represented  a  claim  on 
tax  rexenues.  If  worse  came  to  worst, 
the  authorities  wotild  simply  raise  lo- 
cal taxes. 

That  may  have  been  true  in  the  days 
when  taxes  represented  only  a  few 
cents  on  the  national-income  dollar, 
but  it  is  no  longer  true.  When  New 
York  City  was  faced  with  default, 
its  taxes  were  already  too  high.  Peo- 
ple wouldn't— perhaps  couldn't-pay 
any  more. 

Faced,  then,  with  deciding  wheth- 
er to  pay  teachers,  police  and  firemen, 
or  to  honor  their  commitment  to  their 
bondholders,  the  men  who  run  New 
York  City  did  not  hesitate:  They  paid 
their  employees  and  left  most  of  their 
creditors  holding  the  bag. 

Good-bye,  then,  to  the  fiction  of 
"full  faith  and  credit"  of  a  community 
standing  behind  its  obligations. 

As  far  back  as  February  1975  an 
attorney  told  Bankers  Trust  Co.  that 
it  could  not  underwrite  and  oflFer  a 
note  issue  of  New  York  City  because 
the  financial  data  was  not  up  to  date. 
That  attorney  was  rocking  the  boat. 
For  years,  people  had  been  buying 
and  selling  municipal  bonds  without 
e\  en  a  smidgen  of  the  disclosure  that 
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is  legally  required  in  the  case  of  cor- 
porate securities.  This  particular  attor- 
ney was,  significantly,  a  specialist  in 
SEC  regulations  and  only  a  fledgling 
municipal  bond  man.  He  also  hap- 
pened  to  be  right. 

Come  Clean 

Disclosure  is  the  issue  today-dis- 
closure of  the  financial  condition  of 
the  borrowers.  The  lawyer  who  started 
it  all  in  his  opinion  to  Bankers  Tnist 
is  M.  Jay  Epley,  a  partner  in  the  Wall 
Street  firm  of  White  &  Case.  Epley 
argues  that  local  governments  should 
be  as  forthcoming  about  their  finances 
as  business  must  be. 

Throughout  the  country,  the  finan- 
cial record-keeping  of  goveniments  is 
about  to  undergo  substantial  change. 
In  some  cases,  statewide  accounting- 
auditing  standards  are  being  intro- 
duced. If  the  rules  arc  tough,  the  sig- 
nature of  the  government  auditor 
acknowledging  conformity  will  be 
adequate.  Otherwise,  the  services  of 
an  independent  auditor,  usually  a 
certified  public  accountant,  will  be 
required  to  calm  investor  fears.  The 
CPA  will  attest  the  financial  data  has 
been  audited  and  conforms  to  stan- 
dard practices  for  state  and  local 
governments. 

Ideally,  the  investment  industry 
would  hke  to  have  a  federal  law  en- 


acted outlining  precisely  what  must  be 
disclo.sed  to  investors  in  municipal  of- 
ferings. Then  cNcry  issuer  and  securi- 
ties salesperson  could  be  reliexed  of 
imcertainty. 

Until  such  a  statute  is  passed,  how- 
ever, the  market  will  be  in  confusion 
and  could  even  come  to  a  halt.  Each 
law  firm  has  its  own  standard  for  full 
disclosure.  One  underwriter  is  told  to 
go  ahead  and  participate  while  an- 
other is  prevented  from  doing  so  by 
its  own  counsel.  Syndicates  ha\e  been 
torn  apart  and  reformed.  Offering  cir- 
culars covering  government  issues 
now  run  to  100  pages  or  more;  warn- 
ings to  investors  can  take  up  to  two 
pages.  New  York  State  is.sues  and 
those  of  communities  within  the  state 
now  warn  of  the  impact  if  the  state 
cannot  sell  future  issues;  pKiint  out  the 
plight  of  New  York  City;  note  that  the 
state's  Urban  Development  Corp.  de- 
faulted for  a  while;  and  describe  the 
dependence  of  the  community  on  fi- 
nancial assistance  from  the  state. 

Rhode  Island  could  not  get  bids 
for  its  bonds  tmtil  it  added  17  pages 
of  financial  information  to  the  original 
four-page  in\  itation  for  tenders. 

Riclunond,  Va.  could  not  sell  $25 
million  in  bonds  last  December  be- 
cause of  misatisfactory  disclosure  in  a 
30-page  circular.  The  issue  finally  was 
sold  with  the  addition  to  the  pro- 
spectus of  two  bond  counsel  opin- 
ions; two  .separate  statements  by  the 
city  auditor  att<'sting  to  the  data;  a 
description  of  litigation  covering  real 
estate  taxes  and  other  siiits  for  dam- 
ages; and  an  outline  of  litigation  over 
some  nearby  areas. 

A  by-product  will  be  millions  of  dol- 
lars in  extra  bvisiness  for  lawyers  and 
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they  go  to  a  low-priced  contractor  in 
a  third  country  to  build  the  plant." 

The  Soviets,  and  for  that  matter 
many  other  potential  U.S.  customers, 
can  do  that  because  their  buying  of- 
fices present  a  united  front  to  the  di- 
vided U.S.  biisinessmen.  Export  as- 
sociations could  oflFset  that  advantage. 

The  original  justification  for  the 
passage  of  the  Webb-Pomerene  Act 
was  the  market  clout  of  the  power- 
ful German  buying  cartels.  Small 
American  businessmen,  it  was  argued, 
could  avoid  ruinous  price-cutting  only 
by  combining  in  a  way  that  would  be 
illegal  without  Webb-Pomerene. 

Over  the  years,  the  Government  has 
maintained  a  contradictory  attitude 
toward  the  loophole.  The  Justice  De- 
partment and  the  Federal  Trade  Com- 
mission narrowed  the  act's  scope 
somewhat  in  prosecuting  oil,  fertilizer 
and  abrasives  exporters  for  the  'Tjack- 
lash  effect"  of  their  associations. 


Now,  however,  with  ever  larger  oil 
importing  bills  to  pay,  exports  are  be- 
coming much  more  important  to  the 
U.S.  The  Justice  Department  will 
probably  give  a  grudging  assent  to 
Inouye's  bill. 

Who  can  get  the  most  from  the 
Webb-Pomerene  Act  as  it  stands?  So 
far,  the  major  beneficiaries  are  ex- 
porters of  basic  commodities  like 
sulphur,  phosphates,  wood  chips  and 
potash.  According  to  Keith  Hardwick, 
an  ofiicial  of  the  Sulphur  Exporting 
Corp.,  "It  works  best  where  you  have 
one  product  with  few  grades  made  by 
relatively  few  producers."  With  too 
many  products,  grades  or  producers, 
cartels  become  difficult  to  coordinate. 

William  Rohrer,  a  vice  president  of 
the  Phosphate  Chemicals  Export  As- 
sociation, says  that  "We  don't  find 
Webb-Pomerene's  provisions  restric- 
tive at  all."  Phoschem,  as  it's  called, 
is  a  group  of  eight  U.S.  chemical  com- 


panies that  has  about  35%  of  the 
world  market.  Rohrer  says  that  "We're 
in  competition  with  a  French-asso- 
ciated North  African  fertilizer  cartel. 
Phoschem  helps  us  to  trade,  handle 
large  orders,  get  vessels  more  con- 
veniently and  exchange  our  market 
knowledge.  We  can  react  much  quick- 
er on  price,  up  or  down." 

What  can't  you  do  with  a  Webb- 
Pomerene  association?  Well,  aside 
from  that  vague  'Tjlacklash  effect," 
you  can't  make  agreements  with  for- 
eign cartels,  make  sales  financed  by 
the  U.S.  foreign  aid  program,  have 
foreign  members  or  act  against  U.S. 
firms  that  aren't  in  the  club. 

It's  hard  for  Americans  to  swallow 
the  idea  that  it  might  be  necessary 
to  accept  cartels.  But  it's  a  rigged 
game  across  the  water,  and  Americans 
must  increasingly  compete  there,  if 
for  no  other  reason  than  to  pay  for 
OPEC's  cartelized  price-raiding.  ■ 


accountants.  In  some  cases  as  many 
as  four  tiers  of  lawyers  will  be  in- 
volved in  municipal  financings:  a  lo- 
cal lawyer;  the  state  attorney  gener- 
al; a  nationally  known  bond  lawyer; 
and  an  SEC  legal  specialist. 

Too  bad  that  local  governments 
didn't  pay  more  attention  to  Her- 
man Metz,  who  got  himself  elected 
comptroller  of  New  York  City  in  1906 
on  the  platform  that  the  city  needed 
a  businessman  to  run  it  like  a  busi- 
ness. He  formed  the  Bureau  of  Mu- 
nicipal Research  to  promote  "scien- 
tific methods  of  accounting,"  went  on 
to  author  a  handbook  on  municipal 
accounting  that  was  the  basic  guide 
for  mimicipalities  for  many  years. 

Too  bad  that  Mr.  Metz  was  so 
quickly  forgotten.   ■ 


Where  Disclosure  Pays 


The  two-tier  market  has  come  to  tax- 
exempts.  Look  at  the  spreads  below 
among  similarly  rated  new  issues. 

The  situation  also  reflects  the  thin- 
ly disguised  default  by  New  York  City 
and  the  final  realization  that  munici- 
pal bonds  are  by  no  means  risk  free. 
"Full  faith  and  credit"  is  no  longer  a 
magic  phrase.  Investors  want  audited, 
detailed  information  on  the  commu- 
nity, its  debt  structure  and  the  like. 
Some  communities  are  already  sup- 
plying such  information— and  reaping 
a  reward  of  one-half  of  1%  on  the  in- 
terest rates  they  must  pay. 

It's  an  interesting  situation  for 
shrewd  investors.  If  commimities  that 
are  not  now  fully  disclosing  begin  to 


do  so,  their  existing  issues  should  rise 
in  value— that  is,  fall  in  yield. 

In  the  case  of  the  Rhode  Island  and 
New  Jersey  issues,  the  original  offer- 
ing circulars  did  not  contain  full  fi- 
nancial information.  For  example,  the 
New  Jersey  issue  lacked  audit  certifi- 
cation and  forecasts  of  employment 
and  budget  data.  The  St.  Louis  issue 
lacked  an  audit  of  its  financial  data. 

Even  more  interesting  relative  val- 
ues exist  in  a  wide  range  of  securities 
tainted  by  their  association  with  New 
York  City  and  New  York  State.  The 
Suffolk  County  issue  shown  below  is 
one  example  of  an  A-rated  bond  bar- 
gain-priced because  New  York  has  be- 
come a  dirty  word  for  investors.  ■ 


Recent  Tax-Exempt 

Issues  Typical  Of 

Bond  Buyer's 
Date  of         20-Bond 
Sale               Index 

Full  A 

Quality 
Rating 

nd  Les! 

s-Than-Full  Disc 

Scale  of  Yields  by  Maturity 

Five  Years      Ten  Years 

losure 

One  Year 

Fifteen 
Years 

Amply  disclosed  issues 
South  Carolina 
Memphis,  Tenn. 
Florida 

1/21/76          7.01% 
1/13/76         7.09 
1/27/76         6.85 

Aaa 

Aa 

Aa 

3.00% 

3.40 

3.20 

4.05% 

4.25 

4.25 

4.75% 

5.00 

5.00 

5.35% 

5.70 

5.60 

In  need  of  further  information 
Rhode  Island 
New  jersey 
St.  LDuis,  Mo. 

12/22/75        7.35 
1/7/76          7.13 
1/20/76         7.01 

Aa 

Aa 

A 

3.70 
3.80 
4.00 

4.60 
4.75 
4.60 

5.35 
5.50 
5.55 

6.00 
6.00 
6.25 

Tainted  by  proximity  to  New  York 
Suffolk  County,  N.Y. 

1/14/76         7.09 

A 

6.50 

8.00 

8.90 

9.55 
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Don't  Shoot  The  Piano  Player: 
He  Didn't  Write  The  Music 


And  don't  pillory  the  bankers.  They  didn't  write  the 
economic  script.  In  fact,  most  of  them  played  their  roles  with 
remarkable  skill,  considering  the  difficulties  and  the  temptations. 


Casual— which  means  most— readers 
of  the  nation's  press  could  easily  come 
to  the  conclusion  that  our  banks  are 
teetering  on  the  verge  of  collapse. 

A  recent  headline  in  The  New  York 
Times  shouted:  "28  National  Banks 
Called  in  Serious  or  Critical  State." 
Only  far  down  in  the  story  was  it  men- 
tioned that  the  seven  worst  had  com- 
bined assets  of  $1.7  billion— about 
one-tenth  of  1%  of  the  assets  of  all 
U.S.  banks.  If  all  of  these  problem 
banks  had  been  lumped  into  a  single 
bank,  it  would  rank  60th  in  size  with- 
in the  banking  industry. 

Fortunately,  nobody  seems  to  be 
taking  the  headlines  seriously:  There 
have  been  no  recorded  runs  on  banks, 
even  on  the  supposedly  weak  ones. 
Losses  there  have  been  and  more 
losses  there  will  be  on  bad  loans,  but 
in  talks  with  dozens  of  bankers, 
Forbes  has  come  away  convinced 
that  1976— overall— will  be  a  good 
year  for  the  banks  and  that  1977  will 
be  a  banner  year.  Why  a  banner  year 
in  1977?  Because  by  next  year  most 
of  the  losses  will  be  behind  the  in- 
dustry and  some  of  the  reserves  piled 
up  in  1975  and  1976  will  be  restored 
to  earnings  in  1977. 
Last  year 

bank  earnings  looked 
something  like  this: 

This  year  the 

curve  will  look 

something  like  this; 

Loan  demand  is  still  soft,  losses  are 
still  being  charged  off.  Therefore, 
first-half  earnings  won't  look  good 
compared  with  the  booming  first  half 
of  1975.  But  second-half  comparisons 
ought  to  be  excellent.  Loan  write-ofiFs 
will  be  dropping  where  they  were  ris- 
ing in  that  second  half  of  1975.  Loan 
demand  will  be  rising  where  it  was 
falling  late  in  1975. 

"Earnings  in  the  last  half  of  1976," 
says  Irving  M.  Geszel,  Bear,  Steams 
&  Co.'s  highly  respected  financial  ana- 
lyst, "should  show  a  reversal  of  the 
profit  squeeze  that  started  last  fall. 
There  should  be  substantial  earnings 
gains  and  marked  improvement  in 
portfolio  quality  in  the  latter  half  of 
1976,  and  especially  in  1977." 
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Does  this  mean  that  bank  stocks 
will  be  under  pressure  from  unfavor- 
able earnings  comparison  until  Sept. 
30-quarter  results  are  out?  Not  nec- 
essMily.  The  Keefe,  Bruyette  &  Woods 
bank  stock  average  sells  at  a  price/ 
earnings  ratio  of  8.7  compared  with 
12.9  for  the  Dow  Jones  industrials. 
In  short,  bank  stock  prices  probably 
already  discount  the  possibility  of  un- 
favorable earnings  comparisons.  The 
market  rarely  discounts  the  same  fac- 
tor twice. 

No  Recession,  Please 

There  is  only  one  major  "iF'  in  this 
prognostication.  It  is  this:  If  the  cur- 
rent recovery  falters,  the  situation 
could  become  considerably  less  bull- 
ish. Bankers  are  currendy  reducing 
their  potential  losses  by  carefully  nurs- 
ing some  sick  creditors  back  to  health. 
A  major  setback  to  the  economic  re- 
covery would,  of  course,  turn  some 
of  the  convalescent  loans  into  termi- 
nal cases. 

But  there  is  no  real  sign  currently 
of  such  a  faltering.  It  seems,  as  things 
now  stand,  a  distant  threat. 

What  the  press  and  most  of  the  pub- 


lic have  forgotten  is  that  banks  ex- 
pect to  make  bad  loans— just  as  inves- 
tors expect  to  pick  bad  stocks.  That's 
one  reason  they  charge  more  for  their 
loans  than  they  pay  to  depositors  and 
lenders— they  need  a  margin  for  bad 
loans. 

But  history  shows  that  over  the 
years— even  over  major  depressions- 
banks  have  been  able  to  hold  loan 
losses  to  an  impressively  low  figure. 
Even  in  the  depths  of  the  Great  De- 
pression, commercial  banks  charged 
oflF  less  than  $4  of  ever>-  $100. 

Why,  then,  the  public  uproar?  In 
part,  it  is  the  fault  of  the  highly  secre- 
tive banking  industry  itself.  Because 
it  is  so  tight-hpped,  there  is  almost  al- 
ways a  big  lag  between  someth'ng 
happening  and  its  getting  reported. 
The  press  was  not  wrong  in  discover- 
ing that  the  banks  were  in  trouble; 
simply  late.  The  press  covered  last 
summer's  story  this  winter.  Thus  it 
missed  the  real  winter  story— which 
was  recovery. 

Arthur  Bums,  the  chairman  of  the 
Federal  Reserve  Board,  was  perfectly 
accurate  when  he  recently  said  to 
Forbes:  "The  condition  of  the  bank- 
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LOAN  LOSS  GROWTH...  AND  PROTECTION 

Record  reserves  already  set  aside 

to  take  care  of  future  loan  losses  are  more  than  ample. 

A  leveling  off  of  losses  and  of  charges  against  earnings 

to  build  more  reserves  should  lead  to 

generous  bank  profits  in  1976  and  1977 
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ing  system  has  improved  tremendous- 
ly over  the  past  year.  Bank  capital 
has  increased,  liquidity  has  gained 
and  reliance  on  volatile  funds  [that  is, 
certificates  of  deposit]  has  been  cut 
back  sharply."  Burns  went  on  to  say 
that  he  hoped  all  the  publicity  didn't 
end  up  making  the  banks  too  cautious 
in  lending. 

Burns  hasn't  always  talked  so  op- 
timistically. Just  a  year  and  a  half 
ago,  he  shook  the  industry  with  a 
sharp  warning  delivered  at  the  annual 
convention  of  the  American  Bankers 
Association  in  Honolulu:  Watch  those 
loans.  Burns  said;  you  fellows  ought 
to  look  more  closely  at  whom  you 
are  lending  to  and  what  you  are 
lending  on.  Those  were  euphoric  days, 
and  most  bankers  thought  Burns  was 
playing  the  old  fogey.  He  wasn't  an 
old  fogey  then.  He  isn't  being  a  Pol- 
lyanna  now.  Burns  is  to  be  believed 
when  he  says  that  the  banks  are  in 
good  shape  in  1976. 

When  Burns  uttered  his  1974  warn- 
ing, the  banks  were  riding  a  wave  of 
expansion,  especially  in  real  estate 
loans.  By  the  end  of  1972  total  loans 
outstanding  were  expanding  at  an  an- 
nual rate  of  28%  as  against  a  normal 
rate  of  13%.  The  rate  hardly  slowed 
in  1973  and  into  1974. 

What  happened?  In  their  defense, 
bankers  point  out  that  anyone  can 
be  smart  in  retrospect— especially  the 
press.  But  if  bankers  refuse  to  make 
loans  that  seem  reasonable  at  the  time 
and  under  given  circumstances,  they 
will  be  accused  in  Congress  and  in  the 
very  same  press  of  being  tight-fisted 
enemies  of  progress.  As  Chairman 
Walter  Wriston  of  New  York's  Citi- 
coip  put  it  in  his  company's  1974  an- 
nual report:  ".  .  .  absence  of  losses 
would  clearly  imply  that  the  banking 
industry  is  not  fulfilling  its  risk-as- 
sumption function." 

Talking  with  Forbes  recently, 
Wriston  pointed  out  that  his  bank  is 
quick  to  identify  potential  problem 
loans,  but  that  a  problem  is  not  neces- 
sarily a  loss.  Depending  on  the  year, 
the  bank  writes  off,  he  says,  anywhere 
from  1%  to  8%  of  all  its  loans  classified 
as  problem  loans.  Eventually,  how- 
ever, he  says,  about  40  cents  is  re- 
covered on  every  $1  written  off. 

As  this  money  is  recovered,  it  goes 
indirectly  into  earnings  by  reducing 
the  net  loan  charge-oflF  for  the  latest 
year.  That  is  why  1977  should  be  a 
\intage  year  for  the  banks,  as  long  as 
the  current  slow  but  strong  recovery 
continues. 

Citicorp  is  one  of  the  few  in  the  in- 
dustry to  show  separately  its  loan 
losses  and  loan-loss  recoveries;  most 
report  only  the  net  loan  losses.  The 
1974  experience  for  Citicorp  looked 
like   this:    SI  17  million  of  losses  and 


"Hold  it,  gentlemen,  hold  it!  I  had  it  the 
wrong  way  around.  It  isn't  assets  that  are  in 
excess  of  ninety-seven  million.  It's  liabilities!" 


$20  million  recoveries,  leaving  a  net 
loss  for  the  year  of  $97  million.  Yet 
the  bank  provided  $140  million  for 
potential  losses  out  of  its  annual  reve- 
nues, building  the  reserve  for  future 
losses  to  $262  million. 

In  1975,  in  spite  of  considerably 
higher  losses  surfacing,  Citicorp's 
bookkeeping  looks  equally  conserva- 
tive: It  reduced  earnings  by  a  charge 
of  $327  million-about  $28  million 
more  than  actual  losses.  How  much 
the  losses  were  reduced  by  recoveries 
on  previous  write-offs  won't  be  known 
until  early  March.  All  in  all,  the  bank's 
reserve  for  future  loan  losses  stood  at 
$301  million  at  the  year's  end,  up  $38 
million  from  the  year  before.  That's  a 
nice  cushion  against  this  year's  pro- 
spective losses. 

How  Far  Can  You  Go? 

Obviously,  bank  earnings  over  the 
next  few  years  will  be  importantly  af- 
fected by  progress  in  liquidating  prob- 
lem loans.  This  will  influence  the  size 
of  charges  against  earnings  in  1976 
as  well  as  the  possibility  of  restor- 
ing some  of  the  reserves  to  earnings 
in  1977. 

What  are  bankers  doing  to  salvage 
bad  loans?  What  can  they  do? 

In  the  first  place,  they  can  start 
exerting  pressure  well  before  a  loan 
threatens  default  on  principal  or  in- 
terest. This  they  have  been  doing  for 
more  than  a  year  now.  At  the  earliest 


Drawing  by  Chon  Day;  ©  1969 
The  New  Yorker  Magazine,  Inc. 

Stages,  the  banker  has  simple  "y^s" 
or  "no"  power.  "Yes,  I  wall  lend  you 
more.  No,  1  won't."  This  is  not  an  in- 
significant form  of  pressure. 

It  can  be  a  way  of  dictating:  "Yes, 
I  will  lend  you  money  to  finance  in- 
ventories of  ski  clothes  but  not  of 
men's  polyester  suits.  No,  we  won't 
finance  a  new  warehouse  for  you  at 
this  time. 

"You  want  to  defer  a  payment? 
First,  get  rid  of  that  treasurer  of 
yours  and  put  in  somebody  whose 
projections  I  can  trust." 

This  kind  of  pressure  is  exerted 
hundreds  of  times  every  business  day. 
Without  question  it  prevented  the  in- 
flationary situation  of  the  early  Sev- 
enties from  getting  even  further  out 
of  hand. 

In  short,  the  banker  can  be  in  the 
driver's  seat  well  before  the  business 
actually  goes  off  ttie  road.  This  can  be 
a  humihating  and  humbhng  experi- 
ence for  a  successful  businessman.  It 
has  been  happening  to  literally  thou- 
sands of  them  in  the  past  year  or 
more.  A  determination  to  keep  it  from 
happening  again  will  help  prevent 
the  current  pickup  from  turning  into 
a  runaway  boom. 

Of  course,  it  is  not  only  the  banks 
themselves  that  are  watching  for  trou- 
ble. There  are  four  levels  of  banking 
examiners  poring  over  the  books— the 
Federal  Reserve  System,  the  Comp- 
troller of  the  Currency,  the  Federal 
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This  sign  on  Chase  Manhattans  New 
York  eighth-tioor  headquarters  illus- 
trates a  problem  loan's  progress— from 
lending  services,  through  stringent 
analysis,  into  workout. 


IVposit  Insurance  Corporation,  and 
state  examiners— and  each  set  of  them 
has  its  own  expertise.  For  example, 
John  C.  Ileimann,  superintendent  for 
hanking  for  New  York  State,  argues 
that  his  staff  has  "experience  in  cover- 
ing all  kinds:  thrift  institutions  and 
foreign  hank  branches  as  well  as  local 
i)anks.  They  get  an  informed  feel 
about  real  estate  and  about  credits 
to  foreign  countries  which  may  not 
be  shared  by  other  regulators  who 
examine  only  commercial  banks." 

There  is,  of  course,  no  denying  that 
the  banks  did  get  into  trouble— in 
spite  of  all  their  experience  and  in 
spite  of  all  the  safeguards.  It  was  less 
than  four  years  ago  when  a  vice  pres- 
ident—now promoted  to  senior  vice 
president— of  Marine  Midland  Bank- 
New  York  advocated  that  banks  put 
more  emphasis  on  longer  term  loans 
—seven  to  ten  years— instead  of  in 
one-year  rollovers.  He  also  thought 
that  nonamortizing  loans,  floating 
rates  and  loans  without  compensat- 
ing balances  were  the  wave  of  the 
future.  His  bank  put  its  money  where 
its  spokesman's  mouth  was.  Result: 
Just  two   months  ago  it  was  merged 


into  a  statewide  holding  company 
after  big  losses  piled  up  through  bor- 
rowing short  in  Europe  and  lending 
long  on  real  estate  in  the  U.S. 

Not  every  bank  was  a  Marine  Mid- 
land. But  every  bank,  to  a  greater  or 
a  lesser  degree,  caught  some  of  the 
same  enthusiasm  for  making  venture- 
some loans.  Bankers  do  not,  after  all, 
live  in  a  vacuum.  Those  were  the 
days  when  inflation  was  going  to  auto- 
matically make  all  kinds  of  property 
more  valuable.  What  risk  was  there, 
then?  Why  not  get  some  of  the  fat 
interest  rates— even  if  it  meant  bor- 
rowing short  teiTTi  to  get  the  money? 

As  the  go-go  attitude  began  to 
evaporate,  the  banks  ran  into  another 
problem:  If  they  pulled  in  their 
loans  too  fast,  they  would  worsen  the 
recession  and  touch  off  strings  of 
bankruptcies.  As  Forbes  pointed  out 
last  winter,  there  was  a  time  when 
the  Federal  Reserve  was  actually  pres- 
suring the  banks  to  take  it  easy  on 
the  real  estate  investment  trusts.  John 
H.  Perkins,  president  of  Continental 
Illinois  National  Bank  &  Trust  Co., 
Chicago,  puts  it  very  well:  "Regula- 
tors must  be  supportive  of  a  sympa- 
thetic attitude  toward  borrowers  in 
trouble."  Bad  as  the  uproar  is  against 
the  banks  for  making  bad  loans,  think 
how  much  worse  it  would  have  been 
if  the  banks  had  tried  to  protect  them- 
selves at  the  expense  of  the  sagging 
economy  last  year. 

When  you  add  it  all  up,  the  sur- 
prising thing  is  not  that  the  banks 
have  made  bad  loans,  but  that  their 
overall  losses  will  be  relatively  modest 
in  terms  of  bank  capital. 

Do  the  critics  really  want  bankers 
to  make  only  absolutely  safe  loans? 
Should  only  Exxon  and  General 
Motors   get  money?  Or  alternatively, 


As  the  economy  recovers,  bankers  get 
philosophical  about  bad  loans.  Says 
President  John  F.  McGillicuddy  of 
Manufacturers  Hanover  Trust:  "If  we 
only  made  loans  that  were  sure  to  be 
good,  we  wouldn't  make  any  loans." 


would  you  prefer  to  ha\e  the  Gov- 
ernment substitute  its  inevitably  po- 
liticized judgment  for  the  fallible  but 
experienced  decision-making  of  indi- 
\idual  bankers  as  to  who  should  get 
money  and  when? 

This  is  not  to  say  that  the  banks 
should  be  above  criticism.  Simply  that 
they  should  not  be  punished  for 
everything  that  went  wrong  in  the 
economy  in  the  first  half  of  the 
Seventies.  The  banks  don't  deserve 
any  medals.  On  the  whole,  though, 
they  have  performed  reasonably  well 
under  difficult  circumstances.  ■ 


Some  Of  Those  Lemons 
Are  Surprisingly  Juicy 


New  York  State  Banking 
Superintendent  Heimann 


No  QUESTION  about  it:  Billions  in 
bank  loans  did  go  bad  in  the  mid- 
1970s.  The  biggest  ones  were  in  real 
estate.  And  these  may  be  the  slowest 
to  liquidate.  Some  of  the  pledged 
properties  are  incompleted;  some  are 
fit  only  for  the  bulldozer.  But  even  in 
real  estate  the  bankers  are  using  some 
ingenuity.  Says  Rudolph  H.  Holmes 
III,  an  executive  vice  president  of  the 
troubled  Union  Planters  National 
Bank  in  Memphis,  Tenn.:  "Previously, 
Memphis  was  not  that  sophisticated 
as  far  as  real  estate  syndications  are 
concerned.  So  there  was  still  a  group 
of  high-taxpaying  investors  around 
who  hadn't  been  exploited  from   the 


tax-shelter  standpoint  and  ha\e  been 
able  to  pick  up  the.se  apartments." 
What  Planters  did  is  what  banks  all 
around  the  country  are  trying  to  do: 
Find  taxpayers  who  are  willing  to  t.ike 
properties  off  the  banks'  hands  be- 
cause of  the  tax  benefits  the  losses 
will  provide.  Because  each  deal  nnist 
be  structured  separately,  even  suc- 
cessful real  estate  workouts  take  an 
inordinate  amount  of  time  and  effort. 
The  outlook  for  commercial  loans  is 
much  brighter.  Despite  the  recession, 
bankers  by  and  large  have  already 
made  a  good  deal  of  progress  in  clear- 
ing up  their  bad  business  loans.  Here 
arc  some  actual  case  histories. 
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Miller-Wohl 

"In  the  last  few  years,"  says  Robert 
Matthews,  head  of  Chase  Manhattan's 
workout  division,  "creditors  have  of- 
ten insisted  on  a  piece  of  the  action 
after  setthng  loans  for  less  than  100 
cents  on  the  dollar.  That's  how  we 
came  out  more  than  whole  with  Mil- 
ler-Wohl." Miller-Wohl  was  a  discount 
and  junior  apparel  retailer  doing  a 
volume  of  $50  million  a  year  and  in 
debt  to  Chase  and  Bankers  Trust  and 


an  insurance  company  to  the  tune  of 
$10  million.  In  September  1972,  be- 
cause of  a  $3-million  loss  in  its  dis- 
count stores  and  legal  actions  by 
some  trade  creditors,  it  filed  for 
bankruptcy  under  Chapter  11. 

"We  formed  a  new  management 
team,"  Matthews  says,  "and  got  rid  of 
all  the  discount  stores.  The  new  team 
looked  at  Petrie  Stores  [a  profitable 
chain  of  women's  specialty  stores] 
and  shaped  themselves  just  like  Pe- 
trie.  Off  they  went.  The  going-out- 


of-business  sales  brought  in  enough 
money  to  fund  the  arrangement  plan: 
37.5  cents  on  the  debt  dollar  to  start, 
and  further  payments  until  we  had  58 
cents  on  the  dollar. 

"In  view  of  our  losses,  we  demand- 
ed and  got  one  share  of  stock  for  each 
$100  in  debt.  When  we  finally  sold 
the  stock  in  a  secondary  at  the  end  of 
last  year,  we  netted  about  $56.80  a 
share.  So  on  that  one  we  got  more 
than  a  complete  recovery.  Plus  we 
were  able  to  keep  a  good  customer." 


Mattel,  Inc. 

Tms  Southern  California-based  toy 
outfit  went  from  being  a  glamour 
company  (with  a  price/ earnings  ratio 
of  50)  to  near-insolvency  in  just  two 
years.  That  gives  one  an  idea  of  how 
fast  things  happen  in  the  economy 
these  days— and  how  quickly  a  fine 
loan  can  turn  into  a  terrible  one. 

Mattel  could  easily  have  gone  un- 
der—and with  it  the  jobs  of  a  good 
many  thousands  of  people.  In  a  way 
it  deserved  to  go  under,  but  the  banks 
saved  it  and  saved  themselves  hor- 
rendous losses  in  the  process. 

Richard  W.  Manderbach,  now  se- 
nior vice  president  of  the  Bank  of 
America,  lived  through  it  all.  Mander- 
bach is  now  BankAmerica's  top  ener- 
gy man,  but  he  still  watches  over  the 
Mattel  account  which  he  nursed  from 
small  beginnings  in  1959. 

Mattel's  decline  began  in  1970,  but 
neither  the  company  nor  the  bankers 
realized  it  at  the  time.  "You  have  to 
turn  back  to  the  plant  fire  they  had  in 
Mexico  in  1970,"  says  Manderbach, 
"and  the  shipping  strike  the  following 
year  [which  cut  off  the  flow  of  to^s 
from  the  Hong  Kong  plant].  Back  to 


back  those  were  tough  to  take.  That's 
when  you  start  having  tightness.  Re- 
volving credit  doesn't  roll  over  as  it 
normally  would.  You  have  to  make  a 
term  loan  instead."  But  results  for  the 
year  ended  Jan.  30,  1971,  had  soothed 
most  worries,  even  though  a  few 
smaller  banks  backed  out  of  the  syn- 
dicate. Founders  Elliot  and  Ruth 
Handler  reported  a  profit  of  $17  mil- 
lion, comfortably  better  than   1970's. 

As  it  later  turned  out,  the  gain  was  a 
phony.  The  company  had  booked  $14 
million  in  fictional  or  tentative  sales, 
and  conveniently  pushed  ahead  about 
$5  million  in  expenses. 

But  the  next  year  everything  hit 
the  fan.  Quietly  correcting  the  mis- 
takes of  the  previous  year  and  adding 
genuine  losses  for  fiscal  1972  left 
Mattel  $30  million  in  the  red.  For 
the  next  three  quarters  the  com- 
pany overstated  its  earnings,  claiming 


Shareholders  in  Ringling  Bros.-Barnum  &  Bailey  Combined  Circuses  (bottom), 
who  had  sold  out  to  Mattel,  Inc.  in  1971,  were  not  at  all  amused  by  Co- 
Chairmen  Elliot  and  Ruth  Handler's  (below)  sleight-of-hand  with  Mattel's  earn- 
ings. In  1973,  they  sued.  But  BankAmerica's  Senior  Vice  President  Richard  W. 
Manderbach  (above)  stood  by  the  company.  Says  he:  "If  you're  banking  a 
company  and  it  comes  upon  hard  times,  you  don't  get  up  and  go.  You  help  it." 


it  had  achieved  a  turnaround.  Then, 
three  weeks  after  proclaiming  "satis- 
factory earnings"  for  1973,  Mattel  an- 
nounced an  unexpected  $32  million 
loss.  The  once  high-flying  stock  went 
into  total  collapse  and  stockholder 
suits  began  to  pour  in. 

The  banks,  api,'arently  still  in  awe 
of  the  Handlers  and  their  previous  ac- 
complishments, exerted  only  minor 
pressure.  Ninety-million  dollars  in 
bank  loans  that  came  due  in  1973 
were  extended  for  three  more  years. 
Why  were  the  banks  so  accommodat- 
ing? The  cash  just  wasn't  there.  Says 
Manderbach:  "You  must  remember  if 
a  loan  gets  called,  it  doesn't  mean 
you're  going  to  get  paid." 

In  September  1974  the  Handlers 
were  finally  thrown  out,  though  they 
owned  29f  of  the  stock.  The  bank- 
ers now  ran  the  show.  It  seemed 
that  the   1971,   1972  and   1973  "er- 
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rors"  mav  well  have  been  deliberate. 

Thinking  back  on  1971,  Mander- 
bach  .says,  "I've  often  asked  myself 
why  it  happened.  If  the  fire  and  the 
dock  strikes  hadn't  occurred  ...  I 
guess  you  keep  hoping  the  next  year 
is  going  to  be  sufficiently  better  to 
paste  the  thing  back  together." 

For  the  fiscal  year  that  ended  in 
January,  Mattel  is  back  in  the  black, 
it  is  a  viable  company  with  a  good 


tax-loss  credit.  The  bankers,  including 
BankAmerica,  will  probably  get  out 
whole  even  though  the  stockholders' 
equity  has  been  almost  wiped  out. 

You  can  fault  BankAmerica  for  not 
mo\ing  sooner,  but  then  you  must  ask 
yourself:  Had  they  done  so,  would  the 
company  not  have  had  to  be  liquidat- 
ed? Wouldn't  the  banks  have  lost 
much  more  money— not  to  mention  the 
employees  losing  their  jobs? 


Republic  Corp. 

In  those  days  nearly  anything  went 
in  the  conglomeration  business.  In  just 
three  years  a  Los  Angeles  man  named 
Gerald  B.  Block  turned  a  former  mak- 
er of  "B"  movies,  Republic  Corp.,  into 
a  $212-million  conglomerate,  and  its 
stock  soared  from  the  equivalents  of 
lUi  to  306JL  In  1969  Block  signed 
an  annual  report  showing  earnings  of 
$16  million-!;*.  $103,000  in  1966. 

The  1970  annual  report,  however, 
bore  a  different  man's  signature,  San- 
ford  C.  Sigoloff,  a  former  Xerox  ex- 
ecutive. Block  had  brought  him  in  to 
straighten  out  a  real  mess.  He  was 
replaced  in  turn  by  a  West  Coast  fi- 
nancial attorney,  Roderick  M.  Hills 
(who  is  now  chairman  of  the  Securi- 
ties &  Exchange  Commission) . 

Republic  was  almost  a  basket  case. 


Bank  of  America  was  the  lead  bank 
on  a  S62-million  loan.  To  save  the 
company,  management  sold^  off  $17 
million  in  assets.  The  banks,  for  their 
part,  agreed  to  take  $8  million  in  pre- 
ferred stock,  convertible  at  $4  a  share, 
and  $26. 6  million  of  low-interest  notes 
with  the  interest  payments  deferred 
to  1978  and  later. 

With  that  grace  period.  Hills  and 
his  successor,  Ralph  O.  Briscoe,  an  e.\- 
CBS  executive,  got  Republic  back  in 
the  black. 

It  had  been  a  close  call,  but  Re- 
pubhc  still  exists  and  its  stock  is  at  10 
—after  sinking  to  as  low  as  5^8.  The 
banks  have  a  good  chunk  of  their 
money  back  and  a  nice  potential 
profit  on  that  convertible  stock. 
They  will  get  interest  on  a  big,  bad 
loan  that  became  a  good,  small  one. 

But  it  took  patience. 


Good  Hope  Industries 


Good  Hope  is  a  privately  owned  oil 
and    gasoline    operation    run    out    of 
Springfield,  Mass.  by  John  R.  Stanley, 
an  entrepreneur  who  built  the  com- 
pany from  a  single  gasoline  station  to 
a    $250-million-a-year    integrated    oil 
and   gas  company  in  just    15   years. 
Stanley  decided  he  needed  an  ammo- 
nia plant.  Using  gas  reserves  in  west- 
em  Texas   as  collateral,   Stanley   last 
spring  got  a  commitment  from  several 
banks  for   $100  million  to  build   an 
ammonia    plant    in    Texas.    On    the 
strength  of  that  commitment,  he  bor- 
rowed $33  million  to  get  started  from 
First  City  National  Bank  of  Houston. 
Then  things  fell  out  of  place.  Upon 
closer  examination,  it  turned  out  that 
Stanley's  reserves  were  less  bountiful 
than  everyone   expected.   The   $100- 
million  offer  was  withdrawn,  but  Stan- 
ley had  already  begun  spending  the 
$33   million.    First   City   wanted    its 
money   back,    but   how?    Says    First 
City's  Richard  G.  Sneed  Jr.,  executive 
vice  president,  "We  worked  along  on 
short  renewals  until  August,  but  we 
felt  we  had  to  come  to  some  kind  of 
an  agreement."  As  Good  Hope's  law- 
yer Pa<jl  Salvage  tells  it:  "They  came 
up  with  a  buyer  for  our  pipeline  [al  a 
price  of  $27.5  million],  but  it  was  the 


money  we  were  making  from  the  pipe- 
line that  would  enable  us  to  pay  our 
debts." 

Says  Sneed,  "It  would  be  wrong  for 
us  to  tell  him  what  to  do,  but  we 
wanted  some  affirmative  action.  We 
wanted  a  repayment  program;  that 
was  No.  One." 

Rather  than  sell  the  pipeline,  Stan- 
ley filed  for  bankruptcy. 

Now  First  City  has  its  repayment 
program,  but  it's  little  more  than  Stan- 
ley offered  in  the  first  place.  With  the 
court's  sanction.  Good  Hope  still  has 
its  pipeline.  Out  of  $4  million  that 
Good  Hope  reaps  every  month  from 
oil  production  and  the  pipeline,  First 
City  get  roughly  $2  milhon. 

So  Good  Hop)e  survi\es,  though 
way  behind  schedule  on  its  expansion. 
First  City  had  to  extend  the  maturity, 
but  it  is  being  rewarded  with  a  high 
(13%)  interest  rate.  Including  the  in- 
terest, the  bank  should  be  paid  off  in 
the  space  of  about  16  months.  "Then," 
says  Sneed,  "if  Stanley  was  doing  OK 
and  he  needed  more  money  to  ex- 
pand, I  don't  want  to  say  we'd  be 
willing  to  lend  any  more  money,  but 
we  would  certainly  sit  down  and  look 
at  any  propositions  that  he  laid  in 
f'ont  of  us." 
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TWO  NEW  SMALL  CARS 

FROM  CHRYSLER  CORPORAHON 

HELP  YOUR  FLEET  IN  NG  WMTS! 

The  standard  cars  of  the  future...  the  new  Plymouth  Volare  and  Dodge  Aspen 
are  now  available  to  qualified  buyers  on  the  Chrysler  Corporation  Fleet  Purchase  Program. 


Big-Car  Satisfaction 

Chrysler  Corporation  has  taken  the 
things  people  wanted  in  big  cars  and 
engineered  them  into  two  new  kinds  of 
small  cars:  Dodge  Aspen  and  Plymouth 
Volare.  They  offer  big-car  ride  with  a  totally 
new  suspension.  And  they  rival  big-car 
quiet  with  new  sound-deadening 
systems.  Rus  you  con  odd  all  the 
Important  options  to  match  the  comfort 
arid  convenience  of  a  big  car.  And  the 
price  and  cost  of  operation  might  be 
the  biggest  surprise  of  all. 
Big-Car  Comfort.. .Small  Size! 
Aspen  and  Volar6  ore  the  products  of 
years  of  Intensive  Chrysler  Corporation 
design  and  testing.  With  their  roomy 
Interiors  and  exclusive  isolated  transverse 
suspension,  they  ore  as  comfortable 
and  ride  rrxDre  like  a  full-size  car 
Law  Operating  Cost... 
Chrysler's  farrous  Slant-6  has  been 
Improved  for  even  better  fuel  economyt 
Cut  your  rrxaintenarx^e  costs  with  a  virtually 
maintenance-free  electronic  voltage 
regulator,  electronic  ignition  that  eliminates 


points  and  condenser,  and  a  TorqueFlite 
transmission  with  no  service  recommended 
under  normal  driving  conditions. 
How  Do  You  Qualify  lb  Buy? 
If  you  presently  have  as  few  as  ten 
vehicles  registered  in  your  name,  you 
qualify  for  Chrysler  Corporation's  gener- 
ous fleet  allowances.  (They  con  be  in  any 
combination  of  cars  or  trucks  and  need 
not  be  Chrysler  products.) 
Wliat  Do  You  Have  To  Do? 
See  your  Chrysler-Plymouth  or  Dodge 
Dealer  now.  Incidentally  he's  also  got 
some  great  fleet  buys  on  larger  Chrysler- 
built  cars,  plus  vans  and  trucks! 

AND  HERE'S  THE  "CUNCHER!" 


For  the  first  12  months  of  use,  any  Chrysler 

Corporation  dealer  will  fix,  without 

charge  for  parts  or  labor,  any  part  of  our 

1976  passenger  cars  we  supply  (except 

tires)*  which  proves  defective  in  normal  use, 

regardless  of  mileage.  Of  course,  the  owner 

is  responsible  for  normal  maintenance 

like  changing  filters  and  wiper  blades. 


'Tires  ofe  covered  bv  f^^eif  own  manufacturer 

tER^  estimated  tT\ileage  for  sedan  and  coupe  nrvDdels  equipped 
with  6-cvlinder  engines  and  manual  transmissions  Highway  27  MPG. 
CIV  18  MPG.  wagon  models  Highway  30  MPG  OV  18  MPG.  'Vbur 
actual  mileage  may  differ  depending  on  your  dnving  habits,  the 
coriditlon  of  your  car  and  optional  equipment 


PLYMOUTH  VOLARE 
2-Door  Coupe 


See  your  Chrysler-Plymouth 
or  Dodge  dealer  today! 


DRIVE  A  COMPANY-LEASED  CAR? 

Moke  your  next  choice  Volard  or  Aspen,  the 
standard-size  cars  of  the  future  that  are  big 
on  room,  mileage,  ride  and  roadabllity. 


FLEET  OIVISION 


w 


CHRYSLER 

CORPORATION 


:^..:    •  lology 
our  basic  strength 

Managing  it 
is  our  business. 


UNITED 
TECHNOLOGIES. 


Pratt  &  Whitney  Aircraft  Group,  Otis,  Essex  Group,  Sikorsky  Aircraft,  Hamilton  Standard,  Norden,  Chemical  Systems  Division. 

Power  Systems  Division, Turbo  Power  &  Marine  Systems,  United  Technologies  Intemational. 

United  Technologies  Research  Center.  United  Technologies  Corporation.  Hartford,  Conn  06101 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV-  sponftored  by  United  Technologies  Corp 


♦  ♦ 


nergy 


Power- generating  it,  distributing  it,  applying  it.  A 
growing  outlet  for  our  technologies,  in  products  like 
gas  turbines  and  the  fuel  cell  now  under  development 
by  our  Power  Systems  Division. 


Systems  for  flight  are  an  important  category.  Our 
Hamilton  Standard  Division  makes  the  pressurization 
and  air-conditioning  systems  used  on  Boeing  747s  and 
Lockheed  LI 01  Is. 


Total  Sales 

1965  —  $1.5  billion 

1975 --$3.9  billion 


Net  Income 

1965  —  $50  million 

1975  — $117  millio 


1965 


Industrial  controls  reflecting  precision  engineering  and 
manufacturing  are  a  major  and  growing  market  for  us. 
The  controls  for  this  microwave  oven  come  from  our 
Essex  Group. 


By  uniting  basic  technologies  we  have  accomplished 
these  resu lis. They  give  us  a  solid  foundation  for  con- 
structive growth. 
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LIKE 
YOUR 


DISTRIBUTION 
SYSTEMS. 


The  shortest  distance  between  you 
and  your  market  is  a  system  that 
works.  Ships?  Yes.  Trucks?  Yes.  But 
there's  more.  Communications  equip- 
ment, warehouses  and  computers. 
And  how  you  get  them  and  how  you 
use  them  make  the  big  difference  in 
your  bottom  line. 

A  complete  system,  or  any  part  of 
that  system  —  General  Electric  Credit 
can  finance  it.  Or  lease  it. 

Like  the  "100-mile  freight  train." 


A  GECC  leveraged  lease  is  rolling 
10,000  new  freight  cars  onto  Amer- 
ica's rails.  Who  etee  but  GECC  could 
put  together  railroad's  largest  lease? 

What  else  do  we  finance  and  lease? 
You  name  it.  A  containership  ...  an 
office  full  of  furniture  ...  a  $5  retail 
sale  at  a  local  shopping  mall. 

For  full  infcmation.  call  T.  T.  Gray 
at  (203)  357-4420.  Or  write  him  at 
GECC,  260  Long  Ridge  Rd.,  Stamford, 
Connec         "5904, 


General 
Electric 
Credit 

CORPORATION 


Admlnltlratlve  Offices: 
Stamford,  Connecticut  06904 

Equipment  and  Fleet  Leating 

Installment  Purchase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real  Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 

Progress  lor  People  and  •usineaa 


Just  When  iVs  Going  Good 


Don't  break  us  up,  pleads  Conoco's  Blauvelt: 
Coal  needs  oil  and  oil  needs  coal. 


Among  oil  stocks.  Continental  has 
been  one  of  the  recent  outstanding 
performers,  jumping  from  the  low  40s 
last  year  to  a  new  alltime  high  of  75 
before  settling  at  66.  Where  the  aver- 
age oil  stock  commands  a  price/earn- 
ings ratio  of  seven  or  eight,  Continen- 
tal's currently  is  ten. 

Continental  Oil  Co.,  the  U.S.' 
eighth-largest  oil  company,  had  reve- 
nues last  year  of  $7.7  bilUon.  But  it  is 
coal  rather  than  oil  that  has  given 
Stamford,  Conn. -based  Conoco  its 
glamour.  A  decade  ago,  when  coal 
was  a  sick  industry,  Conoco's  top  plan- 
ning man,  Howard  W.  Blauvelt,  engi- 
neered the  acquisition  by  Conoco  of 
Consolidation  Coal.  For  a  down  pay- 
ment of  $78  miUion  in  stock,  Blauvelt, 
who  is  now  Conoco's  chief  executive 
officer,  got  control  of  13.9  billion  tons 
of  coal— at  about  6  cents  a  ton. 

Of  course,  that  was  only  the  down 
payment.  The  total  price  was  $538 
million.  Conoco  borrowed  the  rest  of 
the  money  under  production  payment 
deals.  This  meant  pledging  most  of  the 
coal  production  to  a  group  of  utility 
companies  and  then  borrowing 
against  the  future  deliveries  of  coal. 

The  deal  got  Conoco  into  coal  in  a 
big  way  with  only  minimal  dilution 
of  its  stockholders'  equity,  but  the 
drawback  was  that  Consol's  coal  was 
pledged  years  ahead  at  a  low  price— 


Conoco's  Blauvelt  has  spent  $949 

million  on  his  now-flourishing  coal 

company.  But  how  long  can  he  keep  it? 


$4  to  $5  a  ton  during  years  when  coal 
climbed  as  high  as  $25  a  ton  xmder 
similar  contracts.  During  the  years 
when  Conoco  was  paying  off  the  loans, 
its  profits  from  coal  were  neither  high 
nor  stable. 

Last  year,  the  final  production  pay- 
ment was  made.  Conoco  was  free 
either  to  sell  its  coal  on  the  open  mar- 
ket or  to  renegotiate  some  of  the  less 
favorable  contracts.  As  a  result,  the 
coal  properties  at  last  produced  a 
huge  profit:  $142  milhon— a  return  of 
nearly  200%  on  the  down  payment. 

Howard  Blauvelt  is  understandably 
proud  of  his  coal  deal,  but  he  also  is 
worried.  There  is  talk  in  Congress  and 
in  pohtical  circles  of  breaking  up  the 
big  oil  companies  or,  alternatively,  of 
forcing  them  to  get  out  of  their  nonoil 
businesses.  At  this  time,  it  is  only  talk. 
But  it  is  angry  talk  and  it  makes  good 
poUtics. 


In  the  long  run,  Conoco's  stock- 
holders might  not  lose  from  such  a 
divestiture.  Consolidation  Coal  is  a 
valuable  property  and  Conoco  has 
run  it  well.  (For  one  thing,  over  the 
years  Blauvelt  has  spent  $949  million 
to  develop  and  open  new  mines.)  As 
either  a  spin-off  or  a  sale  it  would 
bring  in  lots  of  money.  A  loss  of  the 
coal  properties  would,  however,  be  a 
bitter  blow  to  Blauvelt's  plans. 

To  expand  coal  output  from  its 
present  level— which  is  using  only  a 
small  proportion  of  available  reserves 
—will  take  big  money.  Blauvelt  points 
out  that  a  single  new  mine  costs  $150 
million.  Conoco  has  big  money.  Its 
cash  flow  last  year  was  $852  million, 
and  it  went  into  1976  with  $531  mil- 
lion in  cash  or  equivalent. 

Blauvelt  argues,  too,  that  proper 
utilization  of  the  nation's  coal  reserves 
will  require^  advanced  technology, 
such  as  the  oil  industry  possesses  in 
abundance.  Especially  will  this  be  so 
when  coal  enters  the  era  of  gasifica- 
tion and  liquefaction. 

At  the  same  time,  oil  needs  coal  as 
much  as  coal  needs  oil.  To  raise  the 
money  it  will  need  in  the  years  ahead, 
Conoco  will  probably  have  to  do  some 
external  financing,  and  for  this  it  will 
need  impressive  earnings.  As  Blauvelt 
puts  it:  "StabiUty  of  earnings  is  go- 
ing to  mean  more  availability  of  capi- 
tal to  a  company."  With  coal, 
Conoco's  earnings  will  probably  stay 
high.  Without  coal,  Conoco  will  be 
just  another  good  oil  company— and 
oil,  increasingly  regulated  and  ham- 
strung, is  not  so  attractive  to  inves- 
tors as  it  once  was. 

In  oil  last  year,  Continental's  net 
profits  dropped  to  $177  million  from 
$266  million.  Like  other  big  oil  com- 
panies, Continental  was  hurt  by  slow 
demand  for  refined  products  in  the 
U.S.  Never  a  strong  marketer— Con- 
tinental has  only  2%  of  the  U.S. 
petroleum  market— the  company  lost 
$800,000  in  its  U.S.  refining  and  mar- 
keting operations.  To  make  matters 
worse,  70%  of  Conoco's  U.S.  oil  is 
"old"— i.e.,  price-controlled. 

Continental  suffered,  too,  from  the 
nationalization  of  51%  of  its  oil  re- 
serves in  Libya,  and  the  mandated 
one-third  production  cutback.  In  years 
past,  Continental  depended  on  Libya 
—if  "depend"  is  the  word  when  you 
are  dealing  with  the  wild-eyed  Mu- 
ammar  el  Qaddafi— for  more  than  half 
of  the  company's  total  crude  produc- 
tion. By  the  end  of  the  year,  Blauvelt 
says  production  from  Libya  was  at 
200,000-and  heading  back  toward 
the  300,000-barrel-a-day  norm.  But 
with  Qaddafi  you  never  know. 

The  U.S.  is  a  pioneer  oil-producing 
country  and,  as  such,  is  beginning  to 
run  dry.  Even  a  top-notch  company 


33 


New  York,' 


W^ 


Here  I  go  again. 
New  York  on  business. 
#c^   >^>\^  Fun  City.  In  a  cob,  in 

^^^  ^i^  ^^  office,  in  o  meeting. 
I  never  see  enough 
New  York  But  I  finally  figured  out 
how  to  stay  ahead  of  the  gome. 

I  stay  at  The  Biltnnore. 

I  can't  think  of  anything  that  isn't 
a  walk  fronn  The  Biltnnore. 

There's  nnore  New  York  on  the 
inside,  too.  The  lobby.  Under  the 
Clock.  The  people.  My  roonn. 
(They  don't  moke  roonns  like  that 
anymore.) 

They  hove  a  great  check-out 
system,  too.  I  just  drop  the  room  key 
off  and  leave.  They  bill  me  later. 

I  can't  imagine  coming  all  this 
way  just  to  end  up  in  one  of  those 
forgettable  chain  hotels. 

New  York  is 
no  place  to  be 
nowhere. 

The  SiHrnore 

43rd  G  Madison 

(800)  221-2690.  In  New  York  Store,  coll 

(800)  522-6449.  In  the  city  661-1717. 


Coll  your  corporote  trovel  office  or  trovel  ago 
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like  Conoco  is  feeling  the  strain.  Its 
long-established  oil  fields  in  Texas, 
Wyoming,  California,  Oklahoma, 
Louisiana  and  New  Mexico  are  de- 
clining. Last  year  production  from 
these  fields  dropped  65f,  their  first  sig- 
nificant decline  ever.  This  year  Blau- 
velt  again  expects  production  to  drop 
another  6%.  In  Blauvelt's  words:  "In 
oil  you  are  on  a  treadmill.  You  have 
to  run  very  fast  just  to  stay  even." 
To  find  new  sources  of  crude.  Con- 
tinental is  now  in  the  midst  of  a 
*  capital-spending  program  that  dwarfs 
anything  in  the  company's  history.  It 
is  exploring  or  developing  oil  fields  in 
the  North  Sea,  Southeast  Asia,  North 
Africa  and  in  the  Gulf  of  Mexico.  In- 
cluding coal,  the  company  will  spend 
$1  billion  this  year— up  a  full  third 
from  last  year.  Where  some  other  oil 
companies  have  begun  to  di\  ert  their 
cash  into  other  industries,  Conoco  is 
sticking  pretty  close  to  home. 

Political  Hedge 

Conocos  chief  nonenergy  diversi- 
fication is  in  chemicals,  which  pro- 
duced $298  million  in  sales  last  year. 
After  a  banner  year  in  1974,  its  chem- 
ical business  ran  into  trouble  last  year 
because  a  depressed  auto  industry 
needed  less  of  its  poly\inyl  chlo- 
ride resin.  Blamelt  has  earmarked 
a  good  chunk  of  mone\'  to  improve 
the  chemicals  operation. 

Conoco  also  owns  \ast  unde\eloped 
copper  deposits  in  Florence,  Ariz. 
Blauvelt  estimates  that  it  will  take 
$600  million  to  develop  them.  Copper 
remains  a  relatively  low  priority  for 
Conoco  with  the  metal  selling  at  63 
cents  on  the  London  Metal  Exchange. 
But  it  won't  always  be  so.  "It's  non- 
energy  and  nonregulated,"  says  Blau- 
velt. "Copper  would  make  a  nice  po- 
litical hedge  for  us." 

Conoco  is  not  the  only  oil  compa- 
ny that  has  gone  into  coal,  but  it  is 
one  of  the  few  whose  coal  properties 
are  big  enough  in  relation  to  the 
whole  to  make  a  real  difference;  if 
coal  is  the  energy  of  the  future,  then 
Conoco  can  move  into  coal.  Blauvelt's 
whole  strategy  is  based  on  this  kind 
of  flexibility— which  goes  out  the  win- 
dow if  the  Government  decrees  that 
oil  companies  must  be  broken  up  or 
must  lose  their  nonoil  businesses. 

Says  Blauvelt,  with  conviction: 
"The  four  largest  oil  companies  have 
just  30^  of  the  market.  That's  far  less 
concentration  than  you  have  in  such 
industries  as  automobiles,  steel,  alu- 
minum. What  those  people  in  Wash- 
ington are  doing  is  trying  to  singli* 
out  one  industry  for  special  legisla- 
tion of  an  antitrust  nature. 

"I  find  that  devastating,  because  il 
they  can  do  that  to  us,  they  can  do 
it  to  any  industry  in  the  country."  ■ 
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Return  Of  The  Founding  Father 


''I  saw  the  dumb  things  that  people  in  a  lot  of  businesses  did  when  they 
panicked/'  says  Fleetwood  Enterprises'  John  Crean.  He  didn't  panic. 


Losing  $140  million  in  the  space  of 
a  year  and  a  half  is  enough  to  upset 
a  man  mightily— even  if  he  can  con- 
sole himself  that  it's  only  on  paper. 
Just  ask  John  Crean,  founder  and 
25%-owner  of  Fleetwood  Enterprises, 
maker  of  mobile  homes.  From  1972 
to  1973,  he  watched  his  3  million 
shares  of  the  company's  stock  plunge 
from  nearly  50  to  3M  as  the  industry 
got  clobbered  by  the  one-two  com- 
bination of  the  Arab  oil  embargo  and 
the  housing  slump. 

Crean  had  handed  over  the  chief 
executive  post  to  another  man  in 
1970,  but  four  years  later,  when 
Fleetwood's  stock  was  falling  apart 
and  its  earnings  were  dropping  77%, 
he  took  the  job  back. 

A  man  who  came  up  the  hard  way, 
Crean  was  not  about  to  watch  the 
company  he  founded  go  down  the 
drain.  Now  50  and  weathered,  he 
started  out  as  a  blue-collar  worker, 
building,  among  other  things,  mobile 
homes.  "I  had  been  an  employee," 
he  recalls,  "in  a  lot  of  businesses  that 
were  having  hard  times  and  saw  the 
dumb  things  people  in  the  front  oflBce 
did  when  they  panicked.  A  profes- 
sional administrator  can't  be  as  effec- 


tive as  a  person  who  knows  the  busi- 
ness from  the  ground  up." 

At  Fleetwood  the  "dumb  things" 
included  diversification  into  modular 
homes  and  real  estate  development. 
After  firing  the  president  and  pro- 
moting 15-year-man  William  Weide 
to  that  post,  Crean  amputated  the 
diversification,  shut  down  marginal 
plants,  reduced  the  number  of  models 
Fleetwood  offered.  Above  all,  he  in- 
sisted that  the  company  pay  more 
attention  to  quality  in  its  products. 
In  that  respect,  he  likes  to  tell  a  story: 
"During  the  energy  crisis,  I  was  ap- 
proached by  one  of  our  vendors  who 
wanted  us  to  join  a  march  on  Wash- 
ington to  protest  high  energy  prices. 
I  said,  'Go  back  and  look  at  your 
product  and  see  how  you  can  im- 
prove it.' 

"Bean-counting  is  not  my  forte," 
Crean  says,  pointing  out  that  he  is 
more  interested  in  production  and 
has  surroimded  himself  with  men  with 
accoimting  backgrounds,  including 
President  Weide.  His  own  views  on 
"beans"  are  simple  and  direct: 

"I  was  in  debt  once  in  my  life,"  he 
says.  "I  know  how  inflexible  you  are 
when  you  owe  money.  So  I  wrote  in- 


to company  policy  that  we  would  not 
incur  debt.  And  we  never  will." 

That  old-fashioned  conservatism 
has  served  the  company  in  good  stead 
these  past  several  years.  At  a  time 
when  heavily  leveraged  competitors 
like  Redman  and  Champion  Home 
are  running  heavily  in  the  red,  debt- 
free  Fleetwood  is  comfortably  in  the 
black  with  $5  million  in  earnings  for 
fiscal  1975,  a  78%  earnings  gain  at  the 
third  quarter  of  1976,  and  over  $30 
million  of  cash  on  hand  besides. 

Market  Opening 

There  is  more  than  cost-cutting  be- 
hind that  earnings  recovery,  however. 
After  all,  sales  of  mobile  homes  re- 
main severely  depressed  (220,000 
shipments  in  1975,  vs.  a  peak  576,000 
in  1972).  But  Crean,  who  spends  sev- 
eral months  of  the  year  traveling 
around  the  country  in  his  motor  home 
(a  $20,000  Fleetwood  Pace- Arrow), 
spotted  a  bright  spot  in  the  market: 
recreational  vehicles.  "I  talked  to  peo- 
ple," he  says,  "and  I  knew  they 
wanted  a  self-propelled  recreational 
vehicle,  but  they  just  couldn't  af- 
ford the  big  ones." 

That  was  in  the  depths  of  the  ener- 


Fleetwood's  John  Crean  loves  to  quote  Napoleon:  "There's  nothing  that  can't  be  improved  by  putting  it  on  wheels." 
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U  —Captain  John  Smith  (1608) 

Today,  Maryland  is  Still  a  "delightsome  land".  .  .not  only  for. 
living,  but  for  business  as  well.  Consider  Maryland's  unique 
locational  advantages,  for  instance.  Maryland's  location  pro- 
vides overnight  truck  delivery  to  one-third  of  the  U.  S.  market. 
First  day  rail  delivery  reaches  317c  of  the  market. 

Three  major  railroad  lines,  350  highway  common  carriers,  the 
Baltimore- Washington  International  Airport,  the  world  famous 
Port  of  Baltimore  (200  miles  farther  inland  than  the  next  closest 
Atlantic  coast  port)  and  Maryland's  excellent  highway  network 
provide  quick  access  to  markets. 

Add  Maryland's  strong  financing  and  labor  training  programs, 
its  ombudsman  program  to  assist  existing  business  and  the 
State's  genuine  livability  — and  you've  got  good  reason  to 
consider  Maryland  when  conducting  a  site  survey. 

Maryland 
Department  of  Economic  and  Community  Development 

Room  F-36, 1748  Forest  Drive,  Annapolis,  Maryland  21401 
Phone  301-267-5514 

Maryland 
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It  was  motor  homes,  not  mobile  homes 


gy  crisis,  and  his  competitors  were 
rushing  out  of  the  business  like  lem- 
mings. Giant  Winnebago,  seeing  in- 
\entory  building  up  at  an  alarming 
rate,  shut  down  almost  completeK'. 
But  Crean  was  right.  After  a  few 
months,  the  R\'  business  (as  they  call 
it  in  the  trade)  began  to  boom  again. 
As  long  as  they  could  buy  gas,  even 
at  sharply  higher  prices,  motorists 
still  wanted  those  self-propelled  vaca- 
tions on  wheels. 

Suddenly  in  the  spring  of  1974 
there  was  a  shortage  of  R\'s,  particu- 
larly the  small.  Class  C  motor  homes 
that  use  less  gas  than  the  larger  Class 
A  models,  which  had  commanded 
half  the  motor-home  market  in  1973. 
Fleetwood,  which  had  entered  the 
Class  C  market  in  1971,  was  sitting 
pretty.  Last  year  Class  C  motor  homes 
accounted  for  over  40%  of  total  motor- 
home  sales,  and  Fleetwood  had 
passed  Winnebago  to  become  the 
leading  R\'  manufacturer.  "Winneba- 
go fought  the  trend  to  Class  C  vehi- 
cles for  years,  and  as  a  result  lost 
two  years  going  in,"  says  Fleetwood's 
RV  lx)ss  Eldon  Smith,  with  some 
satisfaction. 

Spreading  The  Risk 

It  is  a  further  tribute  to  John  Crean 
that  Flectwo(xl  was  structured  to  take 
advantage  of  the  RV  upturn  quickly. 
Unlike  Winnebago,  which  is  vertical- 
ly integrated  in  one  large  factory, 
Fleetwood's  small  regional  plants  are 
simply  assembly  operations.  Each 
plant  manager  receives  blueprints  for 
the  single  product  he  builds,  and  a 
price  list,  lie  then  goes  to  vendors 
and  buys  what  he  needs,  knowing 
the  price  he  can  pay.  As  a  result,  the 
plants  have  little  overhead  tind  can 
break  even  at  operating  rates  as  low 
as  25?.  Becatise  a  model  only  moves 
off  the  assembly  line  if  there  is  a  firm 
order  for  it,  there  is  no  big  inventory 
buildup— and  no  need  for  breaking 
Crean's  strictures  against  debt.  Thus  a 
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that  put  Fleetwood  back  on  the  road. 

plant  that  has  been  producing  20 
motor  homes  a  week  can  gear  up  pro- 
duction to  60  almost  without  taking 
a  breath. 

All  this  leaves  Fleetwood  with  a 
good,  long-term  potential  when  the 
mobile-home  business  comes  back: 
Any  upturn  will  show  up  immediately 
at  the  bottom  line.  Even  with  mobile 
operations  just  beginning  to  show  a 
profit,  Fleetwood  expects  to  have  the 
third-best  year  in  its  history,  making 
an  estimated  85  cents  per  share. 

In  theory,  at  least,  large-volume 
growth  in  mobiles  is  still  possible.  In 
1975  mobile  homes  accounted  for  only 
19%  of  total  single-family  housing 
sales,  and  with  an  estimated  85%  of 
the  population  unable  to  afiFord  the 
$40,000  site-built  family  home,  the 
market  potential  is  certainly  there.  A 
small  but  steady  rise  in  shipments  in 
late  1975  (the  first  in  23  months) 
has  generated  hope. 

Burnt  Money 

There  remain,  however,  serious 
obstacles  to  a  real  pickup.  Badly 
burned  by  defaults  and  repossessions 
during  the  recession,  lenders  are  more 
reluctant  than  ever  to  provide  sorely 
needed  financing  for  mobile  homes. 
To  help  remedy  this,  Fleetwood  has 
reached  an  agreement  with  Talman 
Federal  Savings  &  Loan  Association 
of  Chicago.  Fleetwood  will  give  Tal- 
man some^-  of  its  $30-million  cash  in 
short-term  deposits.  In  exchange,  the 
lender  will  guarantee  Federal  Hous- 
ing Authority  loans  for  buyers  of 
Fleetwood  products. 

Hardheaded  man  that  he  is,  Crean 
makes  no  prediction  of  an  imminent 
turnaround  in  mobile  homes.  He  says: 
"I  think  it  will  take  a  panic  situation 
—when  suddenly  there  is  no  place  to 
live— to  change  people's  minds  about 
mobile  homes."  He  thinks  the  panic 
is  coming— considering  the  soaring 
cost  of  conventional  housing— but  he's 
not  sure  when.   ■ 
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Tli«$  Sprightly  Corpse 


Interstate  Stores  may  be  in  bankruptcy,  but  don't 
let  that  fool  you.  It's  now  nicely  profitable. 


Every  bankruptcy  shoiJd  go  so 
nicely:  pretax  earnings  of  over  $18 
million  on  sales  of  some  $215  million 
in  the  fiscal  year  just  ended  Jan.  31. 
Interstate's  creditors  now  appear  to 
be  coming  out  whole.  W.T.  Grant's 
creditors  should  be  so  lucky! 

It  certainly  seemed  unlikely  in  May 
1974  when  Interstate  Stores,  Inc. 
filed  for  bankruptcy  under  Chapter  11 
(three  weeks  later  the  banks  forced 
the  company  into  Chapter  10)  after 
reporting  a  $92.3-million  loss  on  sag- 
ging sales  of  $203  million  for  the 
year  ended  Feb.  3,  1974.  A  combina- 
tion of  recession,  misjudgment  and 
competition  from  mass  merchandiser- 
discounter  groups  like  Sears,  Penney 
and  Kresge  were  simply  too  much  for 
Interstate's  discount  stores. 

But  Interstate  had  smart  young  ex- 
ecutives. One  came  from  a  little  ($12- 
million  sales)  Washington,  D.C.- 
based  toy  chain  named  Toys  "R"  Us, 
Inc.  Former  Chairman  Sol  W.  Cantor 
had  bought  Toys  for  $6  milhon  cash 
back  in  1968,  getting  with  the  deal 
Toys's  founder  Charles  Lazarus.  The 
other  was  a  colorless  accountant 
named  Herbert  B.  Siegel,  plucked  from 
the  relative  obscurity  of  a  Manhattan 
factoring  company  in  1973  and  made 
Interstate's  treasurer. 


Charles  Lazarus,  the  son  of  a  small 
sporting  goods  store  owner,  had  start- 
ed Toys  "R"  Us  on  $5,000  as  a  chil- 
dren's furniture  shop.  He  turned  it 
into  a  no-frills  toy  supermaxket-shop- 
ping  carts,  no  credit,  no  service. 

Even  as  the  parent  company  be- 
gan its  long,  sickening  slide  to  bank- 
mptcy,  Cantor  supported  Lazarus  in 
expanding  Toys  "R"  Us.  Today,  with 
52  stores  cranking  out  15  times  the 
dollar  volume  of  the  original  four,  it 
provides  some  85%  of  Interstate's  sales 
and  90%  of  its  pretax  net.  In  eflFect, 
Toys  "R"  Us  is  the  company. 

However,  the  toy  chain  alone  could 
not  have  pulled  Interstate  through.  It 
was  also  necessary  to  stop  the  heavy 
bleeding  from  the  rest  of  the  compa- 
ny. That's  where  accountant  Herb  Sie- 
gel came  in.  When  Lazarus  turned 
down  Cantor's  oflFer  to  make  him  chief 
executive  of  the  whole  company  just 
prior  to  filing  Chapter  11,  Cantor 
tapped  Siegel  for  the  position.  Be- 
cause of  his  detailed  financial  knowl- 
edge of  the  company,  Siegel  was  ap- 


Figureman  Herb  Siegel  (above)  and 

merchandiser  Charles  Lazarus  both  aim 

to  run  Interstate's  big  toy  business. 
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pointed  as  operating  trustee  by  the 
bankruptcy  court  to  assist  the  inde- 
pendent trustee,  Joseph  R.  Crowley. 

Rapidly,  Siegel  liquidated  the  re- 
maining 42  of  the  company's  116 
doggy  White  Front  and  Topps  dis- 
count stores,  which,  together  with 
Toys  "R"  Us  profits,  generated  some 
$92  million  in  cash.  Siegel  and  Crow- 
ley must  still  deal  with  $106  million 
in  breach-of -lease  claims;  but  these 
aie  virtually  certain  to  be  settled  for 
smaller  amounts. 

And  now  these  two  men  are  on  a 
collision  course:  Both  want  to  be  boss 
when  Interstate  emerges  from  bank- 
ruptcy. Says  Lazarus,  now  52,  "I'm 
planning  to  end  up  as  boss  .  .  .  but 
of  course  the  decision  rests  with 
Crowley"— as  indeed  it  does  in  a 
Chapter  10  bankruptcy. 

Siegel,  now  42  and  immensely 
proud  of  the  clean-up  job  he  has 
done,  has  other  ideas.  "Mr.  Lazarus 
will  find  himself  in  a  top-level  posi- 
tion," Siegel  says.  But  not,  of  course, 
in  the  top  position. 

Siegel  makes  his  Spartan  headquar- 
ters in  an  industrial  structure  on  New 
York's  lower  West  Side.  Lazarus  com- 
mutes daily  from  his  i)osh  apartment 
overlooking  the  United  Nations  Plaza 
to  the  separate  New  Jersey  headquar- 
ters of  Toys  "R"  Us.  The  pair  rarely 
meet.  Although  they  try  to  hide  it, 
their  dislike  for  each  other  is  plain. 
There  are  even  financial  grounds  for 
jealousy.  Because  of  an  incentive 
clause  in  his  contract,  Lazarus  earned 
$275,000  last  year;  his  theoretical 
boss,  Siegel,  was  paid  only  $85,000. 

But  the  clash  has  implications  be- 
yond the  conflicting  ambitions  of  two 
men.  Lazarus  is  clearly  the  merchan- 
dising genius— a  natural  leader  for  a 
company  of  this  sort.  Siegel,  a  num- 
bers man,  rose  to  the  top  only  be- 
cause of  the  bankruptcy  mess. 

With  its  parent  bankrupt,  Toys  "R" 
Us  financed  its  1974  and  1975  sea- 
sonal inventory  buildups  with  a  $10- 
million  line  of  credit  from  a  group  of 
six  major  banks,  including  Bankers 
Trust,  Bank  of  America  and  Chase 
Manhattan.  But  the  suppliers  and  the 
bankers  insisted  that  the  toy  compa- 
ny be  run  separately  from  the  parent 
—by  Lazanis,  in  other  words. 

And  the  suppliers  are  watching  the 
outcome  of  the  struggle  warily.  Says 
President  Raymond  Wagner  of  Mat- 
tel Toys,  the  company's  largest  sup- 
plier: "If  Toys  "R"  Us  isn't  headed 
by  Lazarus,  we'd  certainly  have  to 
reevaluate  the  size  of  the  credit  line 
we  extend  to  the  company."  Adds  an- 
other supplier,  "I'm  shocked  at  the 
suggestion  that  Charles  Lazarus  might 
not  be  running  the  company." 

Unfortunately,  there  is  only  one 
hrass  ring.   ■ 
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Paper  Tiger 


Kimberly-Clark's  once-mighty  roar  now 
sounds  more  than  a  little  squeaky. 


By  most  ways  of  reckoning,  Kim- 
berly-Clark should  be  one  of  the  most 
profitable  companies  in  the  thriving 
U.S.  forest  products  industry;  in  fact 
it  is  one  of  the  least  profitable. 

Whereas  most  forest  companies 
turn  their  trees  and  their  paper  into 
industrial  products  hke  lumber,  pa- 
perboard  and  plywood,  K-C  goes 
right  to  the  consumer,  getting  nearly 
60%  of  sales  from  Kleenex,  Kotex  and 
similar  products. 

Profitable?  Kimberly-Clark  did  well 
in  1974,  along  with  the  rest  of  the 
paper  industry,  and  also  in  1975.  But 
it  ranks  14th  among  19  similar  com- 
panies in  Forbes  Annual  Report  on 
American  Industry.  Its  strong  consum- 
er franchise  did  not  protect  it  from 
dismal  results  in  the  early  1970s. 

What's  wrong?  Kotex  was  intro- 
duced in  1920,  Kleenex  in  1924.  But 
in  the  years  since,  Kimberly  has  usual- 
ly been  too  little  or  too  late  as  com- 
petitors cut  into  its  established  mar- 
kets. In  the  1960s  it  was  Tampax,  not 
Kimberly-Clark,  that  established  lead- 
ership in  the  rapidly  growing  tampon 
market— at  Kotex'  expense.  Then  John- 
son &  Johnson,  of  Band-Aids  and 
baby  oil  fame,  came  to  market  with  a 
beltless  adhesive  napkin  that  success- 
fully competes  with  both.  Today,  al- 
most 40%  of  the  sanitary  napkins  sold 
are  of  the  adhesive  kind,  and  J&J  has 
28%  of  that  market  to  K-C's  15%. 

To  be  beaten  out  by  a  Band-Aid 
maker  was  bad  enough,  but  it  wgs 
bra  and  girdle  king,  Playtex,  not  Kim- 
berly-Clark, that  loosened  Tampax' 
grip  on  the  over-$200-million  tampon 
market,  almost  doubUng  its  market 
share  in  just  three  years  to  21%.  In 
comparison,  K-C's  market  share  (12%) 
has  not  grown  at  all. 

This  leaves  Kimberly's  Kotex  in 
firm  control  of  a  segment  of  the  mar- 
ket that  has  fallen  to  less  than  30% 
of  the.  total,  as  a  new  generation  of 
womep  turn  to  an  array  of  products 
more  convenient  than  the  familiar 
blue  Kotex  box  their  mothers  brought 
home  in  its  brown  paper  wrapper. 

Darwin  Smith,  whose  boyish  ap- 
pearance belies  a  tough-minded  ap- 
proach to  management,  became  chief 
executive  in  1971,  right  after  his 
predecessor,  Guy  Minard,  had  pointed 
the  company  deeper  into  consumer 
products.  Minard  sold  off  four  paper 
mills  (taking  $42.5  million  in  write- 
offs) to  concentrate  on  two  new  con- 
sumer areas— heavy-duty  kitchen  tow- 
els    and     disposable     diapers.      The 
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results  have  been  less  than  breathtak- 
ing. Terri-towels  were  laimched  with 
great  fanfare,  but  have  since  found 
only  a  small  band  of  followers.  "I 
think  it  would  be  fair  to  say  we  were 
a  bit  ebullient,"  Smith  concedes. 

More  costiy  has  been  K-C's  entry 
into  the  disposable  diaper  business. 
After  six  years  in  development  and 
over  $100  million  in  start-up  costs, 
Kimbies  diapers  were  introduced  na- 
tionally in  1974.  More  than  80%  of 
that  market  was  owned  by  Procter 
&  Gamble's  Pampers  brand.  President 
Harry  Sheerin  confidently  predicted 
that  K-C  would  have  a  third  of  it  by 
1975.  Alas,  Sheerin  underestimated 
P&G.  As  1975  drew  to  a  close,  Kim- 
bies had  only  an  estimated  17%. 
Meanwhile,  the  market,  which  had 
been  growing  at  20%  to  25%,  slowed 
to  something  like  2%  growth  last  year. 

Now  J&J  and  even  Union  Carbide 
(Forbes,  Jan.  15)  are  entering  the 
paper  diaper  derby.  Upping  the 
stakes,  Smith  has  revamped  the  Kim- 
bies package,  expanded  the  product 
line  and  changed  advertising  agen- 
cies. "We  intend  to  be  one  signifi- 
cant competitor,"  he  asserts,  "and 
we  intend  to  spend  a  very  significant 
amount  of  money  on  R&D." 

The  predictable  result:  Kimbies 
lost  money  in   1975  and  won't  make 


Kimberly  didn't  spare  the  cost  to 
launch  Kotex'  new  Lightdays.  But  the 
question  is:  Can  20  million  samples 
buy  back  former  market  positions? 


any  for  at  least  two  years  to  come. 

K-C  has  also  been  slow  in  building 
up  wood  pulp  capacity— a  basic  in- 
gredient in  most  of  its  products.  As 
a  result,  it  was  squeezed  by  the  rapid 
cost  increases  that  have  occurred 
since  1973.  Belatedly,  Smith  is  mov- 
ing ahead  with  a  major  expansion  at 
K-C's  mill  in  Terrace  Bay,  Ontario, 
which  when  completed  in  1977  will 
increase  pulp  capacity  by  290,000 
tons,  or  66%.  By  1978  he  hopes  to 
have  K-C  pulp  self-sufficient  in  North 
America.  It's  about  time.  Comehus 
Thornton,  analyst  with  Aetna  Lffe  & 
Casualty  in  Hartford,  Corm.,  figures 
the  lack  of  pulp  self-sufficiency  cost 
Kimberly-Clark  $88  million  in  1973 
and  1974. 

Lately  Smith  has  been  trying  hard- 
er. Last  year  K-C  introduced  a  new 
sanitary  napkin  called  Lightdays, 
which  the  company  describes  as  "rev- 
olutionary." K-C  pumped  $3  million 
into  advertising,  including  binding 
over  20  million  samples  in  national 
women's  magazines  hke  Family  Circle. 
The  results  to  date?  Kimberly-Clark 
cautiously  reports  initial  "encourag- 
ing" results,  but  only  time  will  tell  if 
there  is  a  big  market  for  Lightdays' 
limited  uses. 

Toilet  paper,  sanitary  napkins  and 
facial  tissues  have  become  necessities 
in  the  U.S.,  but  poor  countries  (mean- 
ing most  of  the  human  race  and  most 
of  history)  have  been  known  to  get 
along  without  them.  However,  they 
are  the  kind  of  relatively  inexpensive 
luxury  that  a  people  adopt  early  when 
their  standard  of  living  begins  to 
creep  up.  For  this  reason,  the  foreign 
market  has  been  Kimberly's  best 
growth  area  for  a  long  time  now.  It  is 
especially  strong  in  Latin  America, 
where  a  number  of  countries  are 
crossing  the  threshold  to  industriali- 
zation. Having  gotten  to  the  Latin 
countries  early  with  its  tissues  and 
sanitary  products,  Kimberly  has  a 
strong  hold  in  these  countries.  In 
1974  operations  outside  the  U.S.  ac- 
counted for  much  of  the  company's 
very  substantial  earnings  increase. 
But  the  impact  of  the  recession 
abroad  was  felt  in  1975.  International 
profits  improved  only  because  of  spe- 
cial circumstances,  such  as  favorable 
currency  translation.  Unless  Kimberly- 
Clark  stays  on  its  toes  abroad,  it  could 
lose  out  to  more  venturesome  compet- 
itors—as it  has  at  home. 

Can  Kimberly-Clark  reverse  its  de- 
clining fortunes?  Chairman  Smith,  a 
wary  man,  will  only  say:  "I've  always 
said  that  the  best  evidence  of  what 
can  happen  is  what  has  happened." 
He  means,  of  course,  that  action 
speaks  louder  than  words.  On  that 
basis,  Kimberly-Clark  hasn't  had  much 
to  say  in  recent  years.  ■ 
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American  companies  do- 
ing business  abroad  usually 
want  insurance  that  matches 
their  domestic  coverage*  But 
insurance  overseas  is  atangle 
of  widely-varying  practices 
that  often  differ  sharply 
from  U.  S*  standards* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  concepts  and  principles  of  insurance 
and  risk  management  are  essentially  the  same 
everywhere  in  the  world.  But  with  the  globe 
now  under  the  sovereignty  of  142  independent 
nations,  variations  in  insurance  practices  and 
policies  worldwide  are  enormous. 

Among  the  difficulties  this  can  present  to 
American  companies  with  international  inter- 
ests, language  barriers  are  only  the  beginning. 
Others  include: 

•  Over  100  different  currencies,  with  at- 
tendant problems  of  stability  and 
convertibility. 

•  Wide  differences  in  business  law  and 
customs. 

•  Varying  degrees  of  political  and  social 
stability. 

•  The  restrictive  influence,  in  some  coun- 
tries, of  intense  nationalism. 


•  Great  variations  in  insurance  laws  and 
government  regulation,  policy  forms 
and  perils  insured  against. 

•  Loss  prevention  and  control  capabilities 
which  range  from  advanced  to  non- 
existent. 

For  the  increasing  number  of  American 
companies  owning  factories,  warehouses  or  re- 
tail outlets  abroad,  international  insurance  is  a 
necessity— as  it  is  for  exporters,  importers  and 
even  business  travelers.  Fortunately,  despite 
the  maze  of  regulations,  there  is  a  simple  way 
to  write  most  risks  to  American  standards. 

A  primary  source 
for  international  insurance 

Usually  working  through  an  agent  or 
broker  ( many  of  which  have  their  own  network 


Abroad 


of  correspondent  brokers  overseas),  a  company 
can  place  its  overseas  business  with  a  property 
and  liability  insurance  company  that  has  exten- 
sive on-the-spot  representation  in  foreign  mar- 
kets. International  services,  including  claims, 
loss  control  and  prevention  and  other  facilities, 
are  generally  equal  to  those  offered  by  the  same 
company  at  home. 

In  effect,  such  an  insurance  company  can 
become  the  primary  source  for  a  complete 
worldwide  insurance  program.  This  can  in- 
clude property,  casualty,  marine,  automobile 
and  group  insurance,  as  well  as  worker's  com- 
pensation and  builders  risk  and  surety. 

This  does  not  mean,  of  course,  that  the 
primary  insurer  will  write  all  the  policies  re- 
quired. The  underlying  policies  may  be  issued 
by  insurance  companies  operating  in  the  local 


markets.  They  will  be  supervised  and  coordi- 
nated, however,  by  representatives  of  the 
American  insurer. 

Most  important,  the  variations  between 
insurance  standards  in  the  U.S.  and  those 
abroad  can  be  adjusted  via  a  master  policy 
known  as  a  "Difference  in  Conditions"  policy. 
Written  by  the  American  insurer,  this  policy 
can  make  the  entire  international  program  uni- 
form with  domestic  coverage. 

The  master  policy,  it  should  be  noted,  is 
usually  for  the  benefit  of  the  parent  company 
and  is  ordinarily  written  at  its  expense. 

As  a  fuller  discussion  of  international  in- 
surance from  an  objective  standpoint,  INA 
has  prepared  a  booklet  entitled,  "Insuring 
Abroad:  Some  Professional  Considerations." 
Copies  may  be  requested  by  writing  INA 
Corporation,  1600  Arch  Street,  Philadelphia, 

Pa.  19101. 

♦        *       * 

The  Insurance  Company  of  North  Amer- 
ica was  founded  in  Independence  Hall,  Phila- 
delphia, in  1792.  Today  INA  and  its  affiliated 
companies  operate  around  the  world  with  ma- 
jor interests  in  property  and  casualty  insurance, 
marine  insurance,  life  and  group  insurance, 
reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 


INN 
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dces  Behind  the  Figures 


The  Man 

Who  Would  Be  King 

When  A.  Edwards  Danforth  took 
over  in  1971  as  chairman  of  the  Farm- 
ers Bank  of  Delaware,  it  was  as  if 
the  Connecticut  banker  had  tum- 
bled into  King  Arthur's  coiut.  Aggres- 
sive banking  in  the  state  seemed  to 
consist  of  a  new  Aubusson  tapestry 
for  the  lobby  of  Tyler  McConnell's 
Delaware  Trust,  or  a  languid  spiel 
for  a  new  type  of  spendthrift  trust 
for  the  old,  gray  Wilmington  Trust. 
But  unlike  Mark  Twain's  Hank  Ben- 
nett, Danforth  was  a  real  gunslinger. 
Eyes  bright,  he  would  muse:  "This 
state  is  20  years  behind  the  rest  of 
the  East  Coast!" 

Last  month  Danforth  brought  his 
bank  to  the  very  brink  of  modem 
times:  insolvency.  How?  Instead  of 
keeping  its  capital  in  well-secured 
debt,  Farmers  bet  big  on  the  stock 
market— a  risk  forbidden  to  most  com- 
mercial banks  by  federal  or  state  law, 
but  permitted  (though  generally 
shunned)  in  Delaware.  When  a  ruling 
forced  it  to  restate  its  equity  port- 
folio at  market,  $5  million  in  capital 
evaporated.  Then  last  summer  Feder- 
al Deposit  Insurance  Corp.  examiners 
found  "classified  assets"  of  twice  the 


bank's  capital  and  surplus  (an  80% 
ratio  gets  you  on  the  national  bank 
problem  list).  When  a  $9-million 
1975  loss  cut  the  bank's  total  capital 
to  just  $8  million  (vs.  some  $500  mil- 
lion assets),  Danforth  announced  he 
would  need  up  to  $20  million  in  new 
money  to  keep  going. 

Farmers,  though,  isn't  just  another 
shaky  bank.  It's  an  institutional  an- 
tique, organized  on  FederaUst  prin- 
ciples, its  charter  patterned  on  Alex- 
ander Hamilton's  Bank  of  the  United 
States,  its  stock  owned  half  by  the 
state  and  half  by  investors.  Like 
horse-breeding,  banking  has  been  an 
official  state  hobby  for  169  years. 

Danforth  has  insistently  urged  the 
state  to  quit  the  bank  altogether, 
though  by  selling  its  shares  in  dribs 
and  drabs  rather  than  as  a  potential 
control  block.  He  spent  hefty  sums  of 
shareholder  money  to  protect  its  Fed- 
eralist charter,  whose  quirky  voting 
provision  (one  share,  one  vote;  1,000 
shares,  375  votes)  would  have  given 
him  almost  total  control. 

But  last  month  the  legislature  con- 
ceded that,  short  of  socldng  every 
Delaware  taxpayer  for  $60  in  new 
capital,  selling  control  was  the  only 
way  to  get  the  needed  cash.  The  di- 
rectors recommended  that  scale  vot- 


Danforth  of  Farmers  Bank 

ing  be  eliminated;  then  they  fired 
Danforth  and  turned  their  attention 
to  the  intricate  task  of  dickering  with 
prospective  buyers. 

Never  popular  locally— he  had 
been  blackballed  at  the  exclusive 
Wilmington  Club  and  mistrusted  in 
Dover  as  a  city  slicker— Danforth  at 
51  was  probably  wishing  that  he,  like 
Mark  Twain's  "Boss"  Bennett,  would 
wake  up  back  in  his  own  time  and 
place  to  find  it  had  all  been  just  a 
bad  dream.   ■ 


Railroading 
The  Lenders? 

Richard  Dicker  is  an  Equitable  Life 
vice  president  who  is  chief  workout 
man  for  insurance  companies  that 
hold  $300  million  in  Penn  Central 
mortgage  bonds.  In  the  old  days,  a 
debt  was  a  debt.  Those  bonds  would 
have  had  a  claim  on  the  still-valuable 
assets  and  routes  of  the  giant  railroad, 
but  these  aren't  the  old  days.  Today 
a  vague  concept  of  "public  interest" 
comes  before  creditors. 

As  a  consequence,  Dicker  and  his 
clients  were  clobbered  when  the 
northeastern  railroads  went  bank- 
rupt, owing  $1.4  billion  in  secured 
debt.  Tlie  Government  says  these  as- 
sets are  worth  only  $600  million.  To 
make  matters  worse  for  the  creditors, 
the  $600  million  isn't  being  paid  in 
money  but  in  Chinese  paper— mostiy 
common  stock  of  Conrail,  a  govern- 
ment-sponsored outfit  with  litde 
chance  of  ever  turning  a  profit. 

No  wonder  most  railroads  have 
trouble  borrowing  money. 

Fortunately,  the  railroads  have 
been  able  to  sell  equipment  trust  cer- 
tificates. Until  these  loans  on  roUing 


stock  are  paid  off,  the  lender  retains 
tide— a  plaque  on  the  locomotive  or 
freight  car  often  attests  to  this.  In  the 
Thirties,  Congress  exempted  equip- 
ment trusts  from  bankruptcy  claims. 
In  fact,  Penn  Central  has  $240  mil- 
lion of  these  loans  outstanding  and 
payments  are  current. 

Now  the  vague  concept  of  "public 
interest"  threatens  the  equipment 
trusts,  too.  "We've  got  a  problem  with 
12  locomotives  on  the  Erie  Lacka- 
warma,"  says  Dicker  vdth  concern, 
"They  haven't  paid  anything  since 
last  March,  so  we've  got  a  right  to 
have  them  pulled  off  and  sold.  But 
the  Government  objects.  It  wants  the 
railroads  to  use  their  revenues  on  op- 
erating losses." 

In  short,  unless  the  courts  support 
Dicker,  the  real  owner— the  equip- 
ment trust-loses  the  right  to  take  its 
equipment  back  as  a  means  of  enforc- 
ing the  debt. 

"For  years,"  Dicker  points  out,  "no 
transportation  company  has  been  able 
to  sell  mortgage  bonds.  Now  I've  told 
our  investment  department  that  if 
they  want  to  lend  to  railroads  and  air- 
lines they  can't  rely  on  the  equipment 
trust. 


"The  Government  is  trying  to  en- 
courage investment,"  Dicker  says. 
"Don't  they  understand  that  doing 
justice  to  people  who  provided  capi- 
tal should  be  an  important  part  of 
that  policy?"  Apparently  not.  ■ 


Dicker  of  Equitable  Life 
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Faces  Behind  the  Figures 


Such  Timing! 

William  A.  Kerr  of  Los  Angeles  is 
a  superb  businessman,  but  his  stock 
market  timing  is  something  else  again! 
In  1968  he  was  talking  about  taking 
his  Kerr  Glass  Manufacturing  Corp. 
public  in  that  year's  roaring  bull  mar- 
ket. At  the  same  time  he  was  talking 
about  a  deal  to  treble  the  company's 
size  (to  $120  million)  by  buying  a 
container  and  packaging  division  of 
Armstrong  Cork. 

Before  Kerr  could  go  public,  the 
new-issues  market  collapsed.  The 
AiTnstrong  deal,  however,  went 
through.  That  left  Bill  Kerr  short  by 
$25  million  on  the  $90-million  pur- 
chase price.  Nothing  to  do  but  to  bor- 
row an  extra  $25  million  from  the 
banks.  Further,  a  tightening  money 
market  drove  interest  on  the  senior 
debt  from  the  original  7.75%  to 
10.75%.  On  the  first  deal,  the  Kerr 
company  would  have  had  to  pay 
about  $7  million  annually  in  inter- 
est; as  the  deal  was  finally  put  to- 
gether, it  was  stuck  with  $10  mil- 
lion a  year  in  interest. 

But  Bill  Kerr,  a  spare,  careful  for- 


Kerrof  Kerr  Glass 


mer  TWA  pilot,  didn't  sit  around  be- 
moaning his  luck.  He  helped  develop 
a  spectacularly  successful  new  bot- 
tle-maldng  process,  called  Kerr-Heye, 
that   eliminates   the   speed   edge  can- 


filling  lines  had  over  bottle  lines  and 
turns  out  a  Hghter,  stronger  bottle. 

Prospects  brightened  for  the  entire 
glass-making  industry  as  well.  So 
much  so  that  last  fall  Kerr  decided  to 
make  another  try  at  taking  the  com- 
pany public.  It  was  a  poor  market, 
but  Kerr  had  great  earnings— $2.22 
a  share  vs.  $1.06  when  the  first  offer- 
ing aborted.  Lehman  Bros,  and  Smith, 
Barney  offered  1.65  million  shares, 
about  56%  of  the  company,  in  Octo- 
ber, and  the  offer  was  quickly  over- 
subscribed at  $10  per  share.  (All  the 
proceeds  went  to  the  company.)  Of 
cotu-se,  that  was  less  than  half  the  $25 
a  share  Kerr  wanted  back  in  1968. 

Just  three  months  after  Bill  Kerr 
took  his  company  public,  the  stock 
market  laimched  into  one  of  the  most 
powerful  rallies  in  history.  Kerr  Glass, 
a  $230-million  company  now— with 
prospects  for  earnings  of  $2.70  this 
year— saw  its  stock  jump  to  20,  dou- 
ble the  offering  price. 

"We  can't  say  we  picked  the  best 
time  possible  to  go  public,"  concedes 
Kerr.  But  he  doesn't  mean  to  miss  out 
on  this  rise:  He  is  just  registering 
600,000  more  shares  for  sale.  ■ 


No  Royal  Connection? 

In  a  second-floor  office  in  a  modem, 
sand-colored  building  in  Jeddah  over- 
looking the  Red  Sea  sits  Saudi  Arabia's 
biggest  businessman.  From  there, 
slightly  built  Ahmed  Juffali,  51,  runs 
a  group  of  companies  doing  over  $700 
milUon  a  year,  httle  of  it  connected 
directly  with  Saudi  Arabia's  princi- 
pal business— oil— but  all  of  it,  ot 
course,  stemming  from  the  develop- 
ment of  the  country's  oil  wealth. 

E.A.  Juffah  &  Bros,  (named  for  Ah- 
med's eldest  brother  Ebrahim,  now 
retired)  got  its  start  in  1946  when 
King  Abdul  Aziz  Ibn  Saud,  founder 
of  the  modem  country,  gave  the 
brothers  a  contract  to  electrify  Taif,  a 
mountain  city  in  western  Arabia  where 
the  royal  family  spends  summers 
when  the  temperature  reaches  112 
degrees  in  the  desert  capital  of  Ri- 
yadh. The  Juffalis  went  on  to  elec- 
trify Mecca,  Jeddah  and  Medina.  And 
from  electricity  they  moved  into  dis- 
tributing western  goods  starting  with 
Mercedes-Benz  trucks  and  cars. 

Today  Mercedes  is  the  top-selling 
truck  in  Saudi  Arabia  (as  it  is  every- 
where in*  the  Middle  East),  but  the 
Juffalis  have  gone  far  beyond  that: 
"We  distribute  Siemens,  Mercedes, 
IBM— computers,  copiers,  teleprinters 


—Michigan  Clark  [Clark  Equip- 
ment] shovels  for  construction.  We 
were  the  first  to  introduce  an  auto- 
matic telephone  system  for  the  Min- 
istry of  Communications.  We  have  a 
contract  right  now  for  building  all 
the  local  telephone  networks." 

Is  doing  that  kind  of  business  in 
Saudi  Arabia  a  matter  of  influence? 
Yes  and  no.  One  hears  stories  that  the 
late  King  Faisal  himself— when  he  was 
Crown  Prince— was  a  partner  of  the 
Juffalis.  Ahmed  Juffali  only  says,  "We 
have  24  companies  and  no  royal  fam- 
ily connection."  It  depends  on  how 
you  define  "connection." 

Soon  Juffali  hopes  to  be  more  than 
just  a  distributor:  He  has  a  joint  ven- 
ture in  construction  with  Fluor  Corp. 
and  one  in  oil-field  services  with  Lone 
Star  Gas.  Then  there  is  Beck  Arabia, 
a  Juffali  venture  in  civil  engineering 
and  contracting  with  Henry  Beck  of 
Dallas.  "In  some  cases  we  take  75%,  in 
others  it's  50-50,"  says  Ahmed  Juffali. 
His    goal:    to    make    Juffali    &    Bros. 


Juffali  of  E.A.  Juffali 


eventually  into  a  prime  contractor. 
In  one  way,  the  firm  is  very  tradi- 
tional. Explains  Ahmed  Juffali:  "My 
sons  are  already  in  the  business.  My 
eldest  son— he's  20— is  studying  busi- 
ness administration  and  economics  in 
San  Diego  and  then  going  on  to  Stan- 
ford. Another  son  studies  at  Rosey, 
Switzerland.  I  also  have  a  nephew  at 
Stanford  and  a  nephew  at  Berkeley. 
They're  engineers."  ■ 
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Faces  Behind  the  Figures 


Down  Ctoes  Oil? 

Do  WE  REAUZE,  asks  the  caller  to 
Forbes'  London  office,  that  oQ  prices 
will  fall  significantly  before  1976 
ends?  And  that  they  will  hit  $7  to  $8 
a  barrel  within  four  years?  We  would 
have  hung  up,  had  it  not  been  John 
Moore,  head  of  international  opera- 
tions for  Dean  Witter  &  Co.,  who  also 
represents  a  suburban  London  con- 
stituency in  Parliament. 

"First  there  will  be  a  long-term 
deal  done,"  says  Moore,  "between  an 
oil  producer  and  a  consumer— say, 
Iraq  and  Japan— at  a  significantly  low- 
er price,  something  like  $10.75.  [Of- 
ficial OPEC  price:  $11.51.]  After  oth- 
er deals  around  that  price,  there  will 
be  a  further  break  to  around  $10," 
he  adds  confidently. 

How  does  he  know?  Moore  has  just 
returned  from  a  tour  of  Kuwait,  Syria 
and  Iraq  with  a  group  of  Conserva- 
tive MPs.  Did  the  Arabs  say  the  price 
was  going  to  fall?  Surprisingly,  some 
did,  though  mostly  they  harangued 
the  visitors  about  Palestine. 

Moore  bases  his  price  conclusions 
heavily  on  his  visit  to  Iraq,  which. 


hke  its  neighbor  Iran,  has  develop- 
ment plans  that  outstrip  even  its  swol- 
len oil  income.  Iraq  is  already  being 
denounced  within  the  OPEC  coun- 
cils for  price-shaving,  currently  to  the 
extent  of  some  15  cents  a  barrel.  Iraq 
increased  its  oil  shipments  by  22% 
last  year,  vs.  18%  to  20%  cuts  for 
many  other  OPEC  members.  Troubled 
Indonesia  is  also  price-cutting  its  oil. 
And  Iran  has  just  announced  that  it 
will  trim  9.5  cents  off  its  price,  al- 
though that  may  not  be  enough  to 
move  its  oil. 

Moore  also  doubts  that  the  prom- 
ised upturn  in  the  Western  economies 
will  reverse  the  price  downtrend.  In 
Europe,  for  example,  oil  use  fell  16% 
in  the  last  year,  where  in  normal  re- 
cession times  it  would  have  fallen  at 
less  than  half  that  rate.  So,  concludes 
Moore,  recovery  to  the  old  usage  lev- 
els will  take  some  years. 

In  this  setting,  Moore  doubts  that 
Saudi  Arabia  and  Kuwait  will  cut 
back  enough  to  maintain  the  Organi- 
zation of  Petroleum  Exporting  Coun- 
tries price.  One  man  who  predicted  a 
price  break  to  him  was  Abdul  Mut- 
talib  Al-Kazimi,  Kuwait's  oil  minister. 


Moore  of  Dean  Witter 

And  the  Saudis  (reasons  politician 
Moore)  won't  slash  their  output  still 
further  just  to  help  radical  govern- 
ments like  Iraq's  reap  all  the  gravy 
and  pretend  to  be  defenders  of  the 
OPEC  faith. 

Investment  banker  Moore  knows 
Iraq  has  already  borrowed  $500  mil- 
lion, and  Iran  must  go  to  market  this 
year  to  relieve  a  potential  $2-billion 
budget  deficit.  His  conclusion:  "The 
first  significant  downward  move  of 
the  oil  price  is  on  the  horizon."  ■ 


Bureaucratic  Hara-Kiri 

Richard  Simpson  doesn't  fit  the  bu- 
reaucratic mold.  The  46-year-old  en- 
gineer keeps  a  computer  terminal  on 
his  desk  instead  of  a  sheaf  of  memos. 
And    as    outgoing    chairman    of    the 


/ 


Consumer  Product  Safety  Commission, 
he's  doing  his  best  to  sell  Congress 
on  a  plan  to  abolish  his  agency. 

Says  businessman  Simpson  (four 
years  at  California's  Rucker  Co.,  an  oil 
toolmaker):  "I  want  to  be  sure  this 
commission  isn't  around  for  the  Tri- 
centennial.  Our  statutory  goal  is  to 
prevent  product-related  injuries,  so 
I've  worked  out  a  way  to  get  the 
job  done." 

Simpson's  logic  is  simple.  "There 
are  about  20  million  injuries  each 
year  involving  products,"  he  explains. 
"We  estimate  that  about  17%  of  them 
can  be  eUminated  with  the  use  of 
properly  written  safety  standards. 
Those  injuries  alone  cost  the  public 
$5.5  billion  annually. 

CPSC  Chairman  Simpson 


"With  a  budget  of  $400  million 
over  the  next  five  years,  we  ought  to 
be  able  to  write  100  standards.  If  we 
prioritize  them  rationally— starting 
with  injury-prone  products  like  bi- 
cycles and  sjxjrts  equipment— we'll 
have  finished  75%  of  our  job.  The 
101st  standard  will  cover  only  2,400 
injuries  a  year— probably  not  an  un- 
reasonable risk. 

"Then  the  agency  can  be  scaled 
down  or  abolished.  Public  awareness 
will  keep  manufacturers  on  their  toes, 
and  we  can  depend  on  the  courts 
for  enforcement.  It's  the  best  budget 
buy  in  town." 

But  the  CPSC  gobbled  up  $100 
million  in  its  first  three  years.  The 
five-man  commission  handled  350 
product  recalls,  but  its  product  stan- 
dards record  is  abysmal.  Simpson's 
staff  spent  over  a  year  just  writing 
procedural  rules.  And  its  initial  stan- 
dard—safety regulations  for  swimming 
pool  slides,  prepared  at  the  behest  of 
manufacturers  who  wanted  protec- 
tion from  lawsuits— has  yet  to  take 
effect  officially. 

Question:  If  Simpson  can't  get  his 
agency  to  write  one  safety  standard 
in  three  years,  how  can  he  hope  it 
will  write  100  in  five  years?  Like  a 
lot  in  Washington,  the  plan  is  better 
than  the  practice.   ■ 
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aRfe  Great  Northern  Nekoosa  Corporation 


/5  F'rospe^t'Streei 
Stoniford  C.orinf-.ti( 
(203)359  4000  N> 


Gotaas-Larsen  Shipping  Corporation 

a  wholly  owned  subsidiary  of  lU  International  Corporation 

Guarantor  of  financing  to  Golar  Gas  Carriers  Inc, 
for  the  liquefied  natural  gas  carrier,  Hilli 

$37,500,000  provided  by: 

Morgan  Guaranty  Trust  Company  of  New  York,  Agent 
Continental  Illinois  National  Bank  &  Trust  Company  of  Chicago 

The  Royal  Bank  of  Canada 

N.  Kr.  82, 768, 000  provided  by: 
A/S  Laaneinstituttet  Skipsbyggeriene 

This  announcement  appears  as  a  matter  of  record  only.  February,  1976 


The  Numbers  Game 


What  Are  You  Up  To, 

r.  Hills? 


"The  only  question  I  have  about  cor- 
porate financial  disclosure  is  why  do 
we  want  the  Securities  &  Exchange 
Commission  in  the  picture  at  all?" 

That's  Professor  George  Stigler  of 
the  University  of  Chicago's  business 
school  talking.  The  same  George  Stig- 
ler that  SEC  Chairman  Roderick  M. 
Hills  singled  out  for  attention  when 
he  announced  in  January  that  the 
Commission  intended  to  embark  upon 
a  complete  reassessment  of  corporate 
disclosure  practices. 

Said  Hills:  "I  cannot  easily  dismiss 
the  conclusion  of  Professor  George 
Stigler  that:  'The  SEC  did  not  [in  over 
30  years  of  effort]  appreciably  im- 
prove the  experience  of  investors  in 
the  new-issues  market  by  its  expen- 
sive review  of  prospectuses.'  I  believe 
we  can  .  .  .  accept  the  Stigler  chal- 
lenge and  begin  now  a  reassessment 
of  all  disclosure  policies." 

The  "Stigler  challenge"  that  the 
new  SEC  chairman  finds  so  provoca- 
tive is  revolutionary— perhaps  reac- 
tionary would  be  a  better  word.  Stig- 
ler and  his  colleague.  Professor  George 
Bentson  of  the  University  of  Roch- 
ester's business  school,  think  the  SEC 
should  simply  eliminate  most  of 
its  corporate-disclosure  requirements. 
"I'd  abolish  the  financial  disclosure 
aspect  of  the  SEC,"  says  Bentson  flat- 
ly, citing  the  propensity  of  the  SEC, 
like  all  bureaucracies,  to  grow  for  the 
sake  of  growing. 

We  asked  Stigler  and  Bentson  to 
explain  why  they  feel  that  so  dras- 


tic a  step  would  be  desirable. 

"The  market  has  lots  of  sources  of 
information  and  lots  of  incentives  to 
get  it,"  Stigler  replies.  "I  don't  see 
why  the  SEC  needs  to  require  it." 

Don't  we  need  the  SEC  to  ensure 
equal  access  to  such  information  to  all 
potential  investors  at  the  same  time? 
If  we  just  rely  upon  the  Wall  Street 
rumor  mill  plus  whatever  information 
corporations  happen  to  feel  like  dis- 
closing, aren't  we  simply  taking  a 
giant  step  back  to  the  stock-manip- 
ulating  days   of   the   robber   barons? 

"If  you  get  meticulous  and  make 
companies  and  analysts  tell  everyone 
instantly  whatever  they  tell  anyone 
else,  that  can  dry  up  information,  not 
increase  it,"  Stigler  answers. 

Empirical  Studies 

Now  George  Bentson.  Recently  he 
did  a  study  of  share  prices  for  New 
York  Stock  Exchange  companies  be- 
fore and  after  the  passage  of  the  1934 
Securities  Act,  which  required  compa- 
nies to  disclose  sales,  among  other 
things.  His  findings:  There  was  no  sig- 
nificant reevaluation  in  share  prices. 

Says  Bentson:  "The  market  reacted 
to  the  disclosure  as  if  it  either  knew 
about  sales  before  disclosure  was  re- 
quired, or  else  it  just  didn't  give  a 
damn.  I  think  that's  a  pretty  strong 
indication  that  the  securities  laws 
weren't  very  meaningful." 

We  remind  Bentson  that  the  years 
immediately  following  the  passage  of 
the  Securities  Acts  were  some  of  the 


Recent  SEC  Disclosure  Actions 

ASR*  No.         Effective  Date 

Principal  Topic 

134 

1/73 

Catastrophe  reserves 

138. 

2/73 

Unusual  income  charges  and  credits 

147 

11/73 

Footnote  disclosure  of  leases 

148 

12/73 

Compensating  balances;  short-term  credits 

149 

12/73 

Income  tax  expense  disclosure 

151** 

1/74 

Inventory  profits 

152 

11/74 

GAAP,  stock  life  insurance  companies 

159 

9/74 

Discussion  of  summary  of  earnings 

163 

1/75 

Moratorium  on  capitalization  of  interest 

164 

12/74 

Defense  and  other  long-term  contracts 

165 

1/75 

Company  and  auditor  relations 

166**  . 

12/74 

Unusual  risks  and  uncertainties 

177 

12/75 

Interim  financial  reporting 

783 

12/75 

GAAP,  stock  nonlife  insurance  companies 

185 

1/76 

Bank  loan-loss  reserve  disclosure 

188 

12/75 

Disclosure  of  New  York  City  security  holdings 

Proposed  Release 

Replacement  cost-accounting 

*ASR-Accounting 

Series  Releose.        ''Recommended  but  not  required. 

SEC  Chairman  Hills 

worst  of  the  Great  Depression.  Hard- 
ly surprising,  then,  that  "people  didn't 
give  a  damn"  about  increased  dis- 
closure at  that  point. 

In  retort,  Bentson  trots  out  another 
study  he's  just  completing.  This  one 
focuses  on  over-the-counter  stocks, 
which  were  brought  under  the  SEC's 
disclosure  requirements  in  1964.  Bent- 
son figures  that  bid-asked  spreads 
would  have  narrowed  if  increased  dis- 
closure had  had  any  impact  on  inves- 
tors in  these  companies.  So  far,  he 
says,  there's  no  evidence  of  any  nar- 
rowing in  those  spreads. 

We  didn't  find  that  discovery  over- 
ly convincing,  either. 

But  perhaps  we  were  dismissing 
Stigler's  and  Bentson's  "efficient  mar- 
ket" argument  too  lightly.  We  phoned 
John  C.  Burton,  chief  accountant  of 
the  SEC,  to  get  his  reaction. 

"I  don't  believe  the  market  would 
do  that  much,"  says  Burton.  "I  think 
there  would  be  disclosure  lags  and 
conspicuous  abuses  in  many  cases." 

For  example? 

"Well,  look  at  the  municipals,"  Bur- 
ton goes  on.  "The  marketplace  did  not 
demand  information  on  municipals  un- 
til suddenly  you  had  a  couple  of  situa- 
tions that  began  to  go  very  bad.  Be- 
cause investors  were  not  informed  on 
a  continuing  basis,  they  presumably 
were  not  able  tc  make  more  timely 
decisions."  {For  more  on  municipal 
disclosure,  see  p.  22. ) 

The  ultimate  objective  of  the  1933 
and  1934  Securities  Acts,  he  explains, 
was  to  provide  for  "orderly  and  effi- 
cient capital  markets."  What  hap- 
pened to  New  York's  bonds  may  be 
an  indication  of  how  disorderly  and 
inefficient  capital  markets  can  get 
without  required  disclosure. 

"It  is  at  least  arguable,"  adds  Bur- 
ton, "that  New  York  should  not  have 
been  tapping  the  capital  markets  for 
the  last  three  or  four  years.  .  .  .  That 
it  was  able  to,  wasn't  consistent  either 
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..3i  is  in  a  pretty  siikgi^ii^ing  state. 

The  state  is  Virginia.  And 
what's  surprising  to  many  is  how 
few  surprises  o  rnment 

gives  indusii'^'.  Lopecidilyu"  ■■^  t 
comes  to  new  taxes  and 
,  regulations. 

M-     The  reason  is  stability.  You 
*ee.  in  Virginia  state  administra- 
tions usually  change  without  any 
radical  changes  in  policy. 

So  our  manufacturers  know- 
where  they  stand.  Not  just  this 
^ear.  but  in  the  years  to  come. 
K     What's  more,  they  know  they 
^can  count  on  Virginia's  sound 
'    financial  base,  basic  Right-to- 
Work  Law.  and  a  long  list  of  other 
advantages. 
;  isn't  it  time  you  found  out 

about  these  things  too? 

Profit  from  the 
Vigor  of  Virginia 


VVnto  (•r.iiik  Alspwuyh.  Div  of  Indiistriol  Devf  lopmenl.  Rm  C(1K  State  Office  Bldg  Richmond.  Va.  2:?21')  Phone  IS<)4)  7Sb  :?7')1 
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Marriotts  ESSEX  HOUSE 


Id] 


Questions  and  Answers  on  Central  Rrk  South 


Find  Yourse^in  New  York  City 

Is  New  York  all  steel  and  stone;  glass 
and  granite?  Definitely  not.  The 
Essex  House  rises  handsomely  here 
;L-^2J^S^!^^lS^^  °^  Central  Park 
South  and  for  that 
very  reason  we  of- 
fer you  a  different 
point  of  view.  Our 
front  doors  open 
to  59th-and  the  Park  borders  it  all 
beautifully.  So,  in  addition  to  all  our 
comfort  and  convenience,  we  offer 
you  the  best  address  m  the  city. 

Information  Please 

NOBODY  knows  everything  there  is 
to  know  about  New  York,  but 
we  do  our  best.  Just  ask.  Like  what's 
the  quickest  way  across  town  at  5: 15? 
Or  Where's  the  nearest  place  to  buy 
tux  shirt  studs?  We  offer  the  sort 


of  service  you  won't  find  anywhere 

else  on 

Central  Park 

South,  I  (^ 

because 

we  want  to 

make  you 

happy. 


You've  Got  Our  Number 

OUR  toll-free  reservation  number. 
Just  dial  800-228-9290  and  in  a 
matter  of  moments  you'll  have  a  con- 
firrned  guest  room  waiting  for  your 

""™'  Marriott's. 
ESSEX  HOUSE 

A II you  need  to  know  about  hotels  in  New  York . 

160  Central  Park  South,  New  York  10019. 

Telephone  toll-free  for  your  reservations  ■ 

800-228 -9290. 

Write  for  our  new  brochure. 
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with  investor  protection  or  good  capi- 
tal allocation." 

An  interesting  point.  But  then  it  is 
Sandy  Burton  who  has  been  largely 
responsible  for  the  spate  of  new  SEC 
disclosure  requirements  in  recent  years 
{see  table,  p.  51).  Naturally  he 
*thinks  they're  necessary. 

But  while  Burton  stressed  to  Forbes 
that  he  will  attend  Hills's  13-member 
Advisory  Committee  on  Corporate 
Disclosure  meetings,  he  is  not  listed 
as  a  committee  member  or  staffer. 
Running  down  the  bst  of  official  mem- 
bers, we  note  one  name  at  once: 
Homer  Kripke,  a  former  SEC  staflFer 
during  the  Thirties  and  now  a  highly 
regarded  professor  of  accounting  and 
securities  law  at  New  York  Universi- 
ty's law  school.  Kripke,  we  recall,  has 
recently  published  a  scathing  attack 
on  the  SEC's  disclosure  policies. 

Kripke's  Lament 

"I'm  afraid  that  the  Commission 
has  lost  track  of  what's  important," 
says  Kripke,  as  we  take  a  seat  in  his 
cluttered  office.  "They're  just  doing 
too  much  nit-picking." 

Investors,  he  says,  make  buy,  hold 
or  sell  decisions  on  the  basis  of  future 
expectations— not  on  the  way  manage- 
ment handled  its  assets  in  the  past. 
Yet  SEC  disclosure  requirements  deal 
mainly  with  the  past.  "Those  figures 
are  totally  irrelevant  to  a  current  or 
prospective  investor,"  Kripke  argues. 

But  you're  asking  for  the  impos- 
sible, we  protest.  Of  course,  investors 
would  like  to  know  what  the  future 
will  bring.  But  they  never  will.  So 
doesn't  information  from  the  recent 
past  help  them  assess  the  future  pros- 
pects of  a  company  a  bit  better? 

Not  in  times  of  rapid  change— es- 
pecially inflation,  Kripke  replies.  In- 
flation renders  historical  cost-account- 
ing largely  meaningless.  "It  may  well 
be  that  the  best  investors  can  hope 
for  are  certified  facts  about  the  past 
that  they  can  use  to  help  foretell  the 
future.  But  if  you've  got  meaningless 
accounting  numbers,  how  can  you  use 
them  for  anything?" 

You're  throwing  out  the  baby  with 
the  bathwater,  we  retort.  Admittedly, 
the  accountants  have  been  having 
their  problems  figuring  out  which 
method  of  inflation  accounting  they 
can  hve  with  (Forbes,  Aug.  15). 
But  the  Financial  Accounting  Stan- 
dards Board  and  the  SEC  are  battling 
over  replacement  cost-accounting 
right  this  minute.  Why  write  off  all 
the  SEC's  disclosure  requirements  as 
"meaningless"  before  the  accountants 
have   had   a   chance   to   settle    upon 
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one   method   of  inflation   accounting? 

Kripke  shakes  his  head.  That's  not 
enough.  If  the  Commission  wants 
companies  to  disclose  information  that 
is  relevant  to  investor  needs,  he  says, 
then  let  management  give  investors 
its  view  of  the  future.  Let  them  make 
earnings  forecasts.  Or  likely  dividend 
policies.  Or  forecast  how  they'll  do  rel- 
ative to  competing  companies.  Above 
all,  relax  Rule  lOb-5,  which  can  sub- 
ject management  to  the  threat  of  law- 
suits if  they  make  predictions  that  turn 
out  to  be  incorrect.  "In  my  view," 
Kripke  argues,  "the  habilities  provi- 
sions of  Rule  lOb-5  are  the  great  ene- 
my of  effective  disclosure." 

Burton's  polite  response  to  that: 
"Kripke  is  correct  that  we  should  pro- 
vide more  future  things  like  earnings 
projections  and  dividend  policies,  that 
sort  of  thing."  We  say  "polite"  be- 
cause a  number  of  recent  SEC  dis- 
closure requirements  do  deal  with  the 
future.  Accounting  Standards  Release 
166,  for  example,  tells  companies  they 
should  disclose  unusual  risks  and  un- 
certainties facing  a  company.  The 
feared  results  may  never  occur,  but  at 
least  investors  can  take  them  into  con- 
sideration. Similarly,  ASR  164  re- 
quires disclosure  of  long-term  con- 
tracts and  receivables.  And  ASR  148, 
which  requires  companies  to  disclose 
compensating  balances,  tells  the  alert 
investor  how  much  of  a  company's 
cash  on  hand  is  readily  available  for 
future  emergencies. 

Disclosure's  Aura 

"To  say  our  disclosure  requirements 
don't  pick  out  the  right  things  is  only 
telling  part  of  the  story,"  adds  Burton. 
"The  other  thing  that  has  to  be  looked 
at  is  what  I  call  the  disclosure  environ- 
ment. Fundamentally,  what  we  do  is 
create  an  atmosphere  in  which  full 
and  fair  disclosure  is  the  accepted 
corporate  norm.  I  think  disclosvue  is 
part  of  an  aura  that  creates  confi- 
dence. When  we  look  at  certain  areas 
—like  the  banks— today,  we  see  certain 
concerns  because  they  haven't  been 
making  disclosures.  Disclosure  does 
create  investor  confidence." 

That,  in  our  opinion,  is  a  point  well 
worth  remembering  as  Chairman  HiUs 
and  his  Advisory  Commitee  on  Cor- 
porate Disclosure  start,  in  Hills  words, 
"from  a  base  of  zero  to  create  a  new 
disclosure  pohcy  that  reflects  today's 
reahties,  one  that  managers,  lawyers, 
economists  and  accountants  can  un- 
derstand and  implement." 

VlTiat's  disturbing  is  that  Mr.  Hills 
neglects  to  mention  "investors"  in  that 
remark.  ■ 


THE 
MONEY 

SAVER 

As  unbelievable 
as  it  may  seem,  you  can 
buy  an  advanced  financial 
calculator  at  a  price  you 
would  expect  to  pay  for 
a  good  memory  unit  alone. 


SAVE  $60.00  of  the  manufacturers  original  list  pn 
(A  special  limited  offer  only  from  CHAFITZ) 


SLIM   DIMEI^SIOn 

$3995 

ice  ^^  ^r     Specie 


S.  J-  «  b-i/i    »  3/4 ■ 


:ial  quantity  pricing 

2  units  $76.00 

4  units  $144.00 

6  units  $210.00 

QUANTITY   LIMITED 

UMFORTUrSATELY  THIS  IS  A  LIMITED  OFFER  AND  ORDERS  WILL  BE 
SHIPPED  OrS  A  FIRST  COME  FIRST  SERVE  BASIS  WHILE  SUPPLY  LASTS. 


A  super 
value  for  the  businessman 

and  unbelievable 
buy  for  the  financial  man! 

If  all  you  have  to  do  is  balance  your 
checkbook,  compute  sales  commissions, 
.perform  invoice  extensions,  or  determine 
the  gross  profit  on  the  sale  of  a  toaster,  the 
Unitrex  80  F  is  well  worth  every  penny  of 
our  low  $40.00  price.  (And  don't  forget 
computing  your  tax  returns!) 

IF  YOURE  INTO  HIGH  FINANCE,  THE 
80  F  WILL  BREEZE  THROUGH  ALMOST 
ANY  PROBLEM  .  .  .  ADVANCED  TECH- 
NOLOGY PERMITS  ADVANCED  CALCU- 
LATIONS. The  80  F  incorporates  a 
sophisticated  ROCKWELL  integrated 
circuit  that  is  pre-programmed  to  solve 
complex  financial  problems  in  seconds. 


.KE0U6Han^% 
IRAPL^J^ 


number  of  periods  required  to  repay  a  loan, 
accumulated  interest  paid  over  a  specific 
period,  sell,  cost  and  margin  calculations, 
and  more. 

ALSO:  logic  selection  switch,  business 
(arithmetic),  algebraic,  summation  and 
averaging,  percent  add-on  and  discount, 
constants,  decimal  selection,  square  root, 
four  (4)  memories,  plus  much  more. 

ACCESSORIES  INCLUDE:  Three  (3)  AA 
batteries,  carry  strap,  and  deluxe  leatherette 
carry-case.  ALSO:  Full  one  year  warranty 
for  parts  and  labor.  Optional  A/C  adaptor— 
$4.75. 


TEN  (10)  DAY  NO  RISK  TRIAL 

Put  the  Unitrex  80  F  to  work  solving  your 
own  problems.  If  it  doesn't  save  you  time 
and  money  return  the  complete  package  for 
a  prompt  refund. 

ORDER  NOW -MAIL  OR  PHONE 

Major  credit  cards  accepted 

Toll  free  SOO^daS-SSSO 

Md.  Residents  call  (301 )  340-0200 
Add  $2.00  for  shipping  and  handling  for 
single  unit.  Additional  units  add  .75  each. 
Maryland  residents  remit  4%  sales  tax. 

Hfhen  you  think  calculators,  think 


OTHER  ADVANCED  AND  PRE- 
PROGRAMMED FUNCTIONS:  Future  trend 
forecasts,  monthly  payment  of  annuity, 
present  and  future  value  of  annuity,  pay- 
ment amount  for  sinking  fund,  present  and 
future  value  of  compounded  amount,  depre- 
ciation calculations,  bond  value  calculation, 


PC  Box  2188    Dept.  779 
Rockviile,   Maryland   20852 
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What  starred  as  a  $120-million  waterway  is 

now  a  $1.8-biliion  pork  barrel^  thanks  to  an  alliance 

between  southern  politicians 

and  the  U.S.  Army  Corps  of  Engineers. 


Deep  in  rural  Alabama,  close  by  a 
highway  marker  recalling  how  Gen- 
eral Nathan  B.  Forrest  disbanded  the 
defeated  Confederate  army  in  tiny 
Gainesville,  workmen  this  month  are 
erecting  another  monument. 

It's  a  river  dam  and  canal  lock;  a 
multimillion-dollar  steel  and  cement 
reminder  of  how  the  southern  states 
with  their  staunch  ally,  the  U.S.  Army 
Corps  of  Engineers,  are  winning  to- 
day's economic  war  between  the 
states.  The  big  losers:  the  nation's 
taxpayers. 

Gainesville's  lock  and  dam  are  two 
of  15  now  under  construction  or 
planned  for  backwoods  Mississippi 
and  Alabama.  They  are  part  of  the 
Tennessee-Tombigbee  Waterway,  cur- 
rentiy  the  Corps'  biggest  project  and 
the  largest  earth-moving  job  in  this 
hemisphere  since  the  Panama  Canal. 

The  Tenn-Tom  (as  it's  informally 
called)  is  a  253-mile  series  of  lakes 
and  dams  that  wiU  join  the  north- 
flowing  Tennessee  River  to  the  mud- 
dy southbound  Tombigbee  and  open 
more  of  mid-America  to  the  Gulf  of 
Mexico  and  foreign  markets. 

It  is  designed  to  cut  some  820 
miles  and  at  least  five  days'  travel  off 
the  barge  route  between  industrial 
centers  like  Chattanooga  in  eastern 
Tennessee  and  Mobile  on  the  Gulf. 
Tenn-Tom  is  an  old  dream.  France's 
General  Louis  Joseph  de  Montcalm  in 
the  1750s  urged  the  project  on  King 
Louis  XV,  who  then  ruled  the  area. 
Another  general,  George  Washington, 
is  said  to  have  backed  it,  and  for  over 
a  century  the  Corps  of  Engineers  has 
pushed  the  idea  as  a  stimulus  to 
trade.  Today  the  Tenn-Tom  still  has 
many  powerful  backers.  Veteran  Con- 
gressman Joe  L.  Evins  (Dem.,  Tenn.) 
likens  its  impact  to  "another  Louisiana 
Purchase";  Senator  John  Stennis 
(Dem.,  Miss.)  says  its  completion  will 
mean  "unlimited  horizons"  for  the  re- 
gion. "Opening  the  Tenn-Tom,"  Ten- 
nessee Governor  Ray  Blanton  en- 
thused recently  to  Forbes,  "will  make 
this  the  Ruhr  Valley  of  America." 

However,  like  a  lot  of  projects  that 
have  been  around  a  long  time,  the 
Tenn-Tom  has  developed  a  life  of  its 
own.  Each  year  its  costs  escalate 
while  its  relative  benefits  shrink  rap- 
idly. Yet  its  real  importance,  if  any, 
to  the  economy  goes  virtually  unques- 
tioned in  Washington. 


In  1946,  when  Congress  first  ap- 
proved the  Tenn-Tom,  its  cost  was 
put  at  $117  milhon,  with  another 
$3.5  million  or  so  to  be  fimded  for 
new  roads  and  bridges  by  Mississippi 
and  Alabama.  In  1972,  when  construc- 
tion began,  the  predicted  costs  were 
up  to  $390  million.  Now  they're  up 
to  around  $1.6  biUion. 

Last  month  Corps  oflBcers  were 
quietly  canvassing  key  congressmen 
for  their  support  to  extend  the  water- 
way southward  by  building  two  ex- 
tra locks  at  Demopolis  and  Coffee- 
ville,  Ala.  The  cost?  At  least  another 
$200  million.  "The  additional  locks 
will  help  speed  traflBc  on  the  water- 
way," explains  the  Corps'  Major  Gen- 
eral Carroll  LeTeUier.  "Without  them, 
we'd  have  some  delays  on  the  river." 
More  important,  the  addition  of  two 
new  locks  will  shorten  the  time  barges 
spend  on  the  river  and  thus  raise  the 
benefit  of  the  waterway  route. 

Will  Washington  accept  the  extra 
costs?  Congress  is  learning  about 
them  almost  by  accident.  Under  the 
old  1909  Rivers  &  Harbors  Act,  the 
Corps  is  allowed  to  rehabilitate  ex- 
isting waterways  without  special  au- 
thorization from  Congress  if  the  work 


is  urgently  needed  to  keep  traflBc 
flowing.  It  only  needs  to  advise  Con- 
gress in  a  letter.  However,  some  en- 
vironmentalists claim  that  the  Corps 
is  trying  to  sneak  a  new  chain  of 
massive  dams  onto  the  Mississippi 
River  and  are  challenging  the  1909 
loophole.  Rather  than  face  a  similar 
row  on  the  Tenn-Tom,  the  Corps  has 
evidently  decided  to  let  Congress  in 
on  its  plans  for  Demopolis  now. 
•■  It  isn't  likely  anyone  will  seriously 
balk  at  the  Corps'  demands  for  more 
fvmds.  "We've  been  getting  funds  fast- 
er than  the  Corps  could  spend  them," 
boasts  Glover  Willdns,  administrator 
of  the  Tennessee-Tombigbee  Water- 
way Development  Authority,  an  un- 
usually powerful  lobby  whose  active 
members  include  governors  of  five 
southeastern  states.  With  his  eye 
clearly  on  southern  votes.  President 
Ford's  latest  budget,  for  all  the  talk 
of  economy,  still  includes  $2.2  billion 
for  Corps  projects,  the  largest  sum 
ever.  If  the  past  is  any  guide,  the  pub- 
lic works  subcommittee  of  the  House 
and  Senate  Appropriations  Conunit- 
tee,  headed  by  Evins  and  Stennis,  will 
again  raise  spending  on  the  Tenn- 
Tom  as  they  did  this  fiscal  year. 

What  will  the  taxpayers  of  the  U.S. 
—as  distinct  from  construction  work- 
ers, contractors  and  a  handful  of  lo- 
cal industries— get  from  the  project 
that  federal  money  is  funding?  Pre- 
cious little. 

Tennessee's  Governor  Blanton  hints, 
somewhat  grandly,  that  the  waterway 
will  help  bring  a  Volkswagen  plant 
to  the  Southeast.  "In  just  three  years," 


Everything  about  th    ,  .i.un  Tennessee-Tombigbee  Waterway  is  big- 

from  its  soaring  cost  (now  15  tinries  the  original  price  tag)  to  its  car-dwarfing 

locks  like  this  one  at  Gainesville,  Ala.  Altogether,  ten  locks  will  raise  the  water 

leyel  341  feet,  equivalent  to  raising  a  barge  one-third  up  the  Ennpire  State 

Building.  However,  ihe  toughest  engineering  feat  will  be  cutting  a  39-mile 

channel  through  the  divide  now  separating  the  two  watersheds.  What  happens 

to  all  the  rubble  dug  out-enough  to  bury  Nashville  beneath  an  eight-foot  layer 

of  dirt-is  but  one  question  raised  by  critics  who  doubt  the  waterway's 

projected  benefits  will  ever  match  its  enormous  cost. 
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argues  Glover  Wilkins,  "we've  seen 
plants  worth  $1.1  billion  come  here, 
induced  by  the  new  watei-way."  In- 
duced by  the  new  waterway?  The 
plentiful  natural  resources,  relatively 
cheap  labor,  low-cost  Tennessee  Val- 
ley Authority  electricity  and  natural 
gas  from  nearby  southern  fields  had 
much  more  to  do  with  the  building 
of  most  of  these  plants  than  prospects 
for  the  waterway. 

Certainly  Tenn-Tom  will  be  no 
blessing  for  the  railroads,  which  are 
already  struggling  to  survive  against 
subsidized  competition  from  the  wa- 
terways and  partially  subsidized  com- 
petition from  highway  carriers.  "We 
carried  over  80,000  tons  of  Kentucky 
coal  to  Mobile  in  the  third  quarter 
of  1975,"  points  out  a  spokesman  for 
the  Louisville  &  Nashville  Railroad,  a 
subsidiary  of  the  Seaboard  Coast 
Line.  "The  cost  of  Tenn-Tom  would 
pay  for  transporting  that  coal  for  the 
next  515  years." 

"The  Tenn-Tom  people  are  grossly 
inflating  the  value  of  its  benefits," 
fumes  Paul  E.  Roberts,  a  Washing- 
ton, D.C. -based  independent  econo- 
mist and  longtime  critic  of  the  wa- 
terway project.  Not  too  long  ago  the 
Coips  of  Engineers  claimed  that  the 
waterway  would  return  $1.60  in  ben- 
efits for  every  $1  the  taxpayers  spend 
on  it,  but  its  figures  are  suspect,  to 
say  the  least.  They  are  based,  for  ex- 
ample, on  a  discount  rate  of  3.5%. 
Who— including  Uncle  Sam— can  raise 
money  at  3.5%  these  days?  The  Corps 
also  figures  in  a  tidy  sum  for  wild- 
life and  recreational  benefits.  This  is 


Lower  shipping  costs  from  mid- 
America  to  the  Gulf  on  the 
Tenn-Tom  Waterway  (arrow 
on  map)  will  attract  more 
plants,  says  Tennessee's  Gover- 
nor Blanton  (above).  But  the 
big  cargo  will  be  coal  for  Japan. 
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rather  like  saying  that  a  new  plant 
won't  make  any  money,  but  let's  build 
it  anyway;  just  think  of  the  pleasure 
having  it  here  would  give  to  people. 

"The  real  benefit,"  insists  Roberts, 
who  has  carefully  analyzed  the  Corps' 
annual  financial  presentations  to  Con- 
gress, "will  be  closer  to  75  cents  on 
the  dollar." 

One  reason  Tenn-Tom  will  be  able 
to  undercut  the  railroads  is  that  it 
won't  charge  waterway  users  each 
time  they  take  a  barge  through  the 
locks.  The  taxpayers  will  produce  the 
$6  million  a  year  it  takes  to  operate 
the  locks.  Of  course,  if  once  the  tax- 
payer-supported waterway  runs  the 
railroads  into  insolvency,  the  same 
taxpayers  will  probably  be  requested 
to  subsidize  the  railroads  to  keep 
them  from  going  under. 

The  U.S.  taxpayer  could  still  save 
a  billion  or  two  by  stopping  Tenn- 
Tom  now;  only  about  $150  million 
has  been  contracted  so  far.  But  the 
chances  are  slim.  In  fact,  it  now  ap- 
pears that  the  states  may  not  even 
pick  up  the  tab  for  roads  and  bridges 
over  the  waterway.  Freshman  Repre- 
sentative Thad  Cochran  (Rep.,  Miss.) 
got  an  amendment  tagged  onto  the 
Highway  Bill  last  year  that,  in  effect, 
could  also  put  that  burden  on  fed- 
eral taxpayers. 

Isn't  it  terrible  the  way  those  folks 
up  in  New  York  squander  taxpayers' 
money  on  free  colleges  and  welfare 
and  public  buildings?  Why  can't  they 
be  fiTjgal  like  folks  in  the  South? 

Is  it  any  wonder  the  federal  deficit 
yawns  wider  and  wider?  ■ 
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urance. 
Because  to  err  is  human, 
fid,  unfortunately,  expensive 


'^^/irwf^y^,z-iff/ ' 


It's  not  uncommon  for  a  court  judgment  to  go  against  a  company  to  the  tune  of 
five  hundred  thousand  dollars.  Or  one  million.  Or  even  two.  ^ 

And  it's  lawsuits  like  these  that  can  seriously  jeopardize  a  company's  well-being.  Otten 
they're  caused  by  the  tiniest  manufacturing  flaw  in  a  company's  product. 

Which  is  why  it  makes  good  sense  to  talk  to  Alexander  &  Alexander  about 
Products  Liability  Insurance.  As  one  of  the  world's  leading  insurance  brokers,  we'll  calculate 
your  risks  and  perhaps  suggest  ways  to  improve  your  quality  control.  And  help  lessen 
the  chance  of  a  lawsuit  ever  occurring. 

Products  Liability  Insurance.  Even  if  you  have  it,  we'll  evaluate  the  extent  of  your 
exposure  to  make  sure  you  have  the  proper  coverage. 

If  your  insurance  broker  isn't  advising  you  on  this  important  coverage,  maybe 
you've  outgrown  him.  And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.Y.  10036.  A  |£j|X#onH^r 

lexander 


m 


Forbes 


Money  And  Investments 


What  Kind  Of  A  Tax  Cut? 


Both  as  a  businessman  and  as  an  individual  you  can  look 
for  substantial  tax  cuts  in  this  Presidential  election  year. 
What  kind  of  a  tax  cut?  Here  we  take  leave  of  economics 
and  enter  the  realm  of  politics.  Last  year's  tax  reduction 
went  almost  entirely  to  the  lowest  income  groups,  partly 
for  alleged  reasons  of  economic  justice,  partly  because 
low-income  people  are  inclined  to  spend  every  dime  they 
get  and  thus  stimulate  a  sagging  economy. 

But  this  year's  tax  cut,  in  sharp  contrast  to  last  year's, 
will  come  amidst  a  surging  economy.  The  Administration 
argues  that  it  is  unfair  to  cut  taxes  only  for  the  poor, 
because  in  a  period  of  inflation  the  progressive  income 
tax  hits  hard  at  the  great  middle  mass  of  taxpayers;  their 
wage  gains  move  them  up  to  higher  tax  brackets.  Their 
disposable  income  can't  keep  abreast  of  rising  prices  be- 
cause the  income  taxes  take  too  big  a  bite  of  any  incre- 
ment. Alan  Greenspan,  President  Ford's  chief  economic 
adviser,  recentiy  put  forward  this  argument. 

Greenspan  also  argued  that  the  most  flexible  fiscal  pol- 
icy is  one  of  restraint  rather  than  of  expansion  in  gov- 
ernment spending  and  budget  deficit.  Congress,  he  point- 
ed out,  can  always  step  up  spending  if  the  economy 
falters.  But  if  it  starts  off  spending  at  a  high  level,  it  is 
almost  impossible  to  cut  back  if  inflation  again  becomes 
the  No.  One  problem.  This  is  a  way  of  saying:  Don't  give 
the  patient  adrenaline  when  he  is  recovering  nicely.  Save 
it  in  case  he  has  a  relapse. 

Democrats,  by  contrast,  argue  that  the  Government 
should  administer  the  needle  now  to  create  more  jobs. 


In  spite  of  the  obvious  political  appeal  of  tax  cuts 
only  for  the  masses  and  for  refiUing  the  pork  barrels,  the 
chances  for  restraint  and  for  middle-  and  upper-income 
tax  relief  is  better  this  year  than  last. 

The  public  is  angry  about  taxes  and  worried  about 
deficits.  Likewise  Congress.  A  hopeful  sign  is  the  new  sys- 
tem of  congressional  budget  review  committees.  These 
committees  function  in  the  Senate,  in  the  House  and  joint- 
ly. They  are  intended  to  force  Congress  to  look  at  spending 
and  taxes,  not  only  by  segments,  but  as  a  whole  as  well. 
(You  want  hot  school  lunches,  fine.  But  do  you  want  more 
taxes  and /or  a  higher  deficit  to  pay  for  them?) 

A  preliminary  congressional  budget  is  due  May  15,  with 
action  on  spending  bills  finished  after  Labor  Day  and  reve- 
nues and  outlays  in  place  as  the  fiscal  year  begins  Oct.  1. 

The  American  pohtical  process  almost  always  involves 
a  compromise  between  logical  extremes,  and  this  year  will 
be  no  exception.  However,  the  pressures  this  year  will  be 
a  bit  more  toward  fiscal  conservatism. 

President  Ford  probably  won't  be  able  to  deliver  his 
precise  goal  of  a  federal  deficit  of  $43  billion,  down 
from  $76  billion.  However,  a  deficit  of  $45  billion  to 
$50  billion  is  much  more  probable  than  the  $60  billion 
the  Cassandras  are  expecting. 

The  economy  can  live  with  a  deficit  in  the  $50-billion 
range  without  relapsing  into  double-digit  inflation.  There- 
fore, the  overall  economic  outlook  remains  extremely  favor- 
able: controlled  economic  growth,  broadly  based  income 
tax  cuts  and  no  runaway  inflation.   ■ 
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Federal  Reserve  System  credit  policy,  as  re- 
flected in  the  relative  ease  of  bank  credit, 
exerts  a  strong  advance  pull  on  the  stock 
market,  according  lo  correlation  studies 
conducted  by  Irwin  L.  Kellner,  economist 
_..-,  and  vice  president,  Manufacturers  Han- 
over Trust  Co. 

The  level  of  Net  Free  Reserves  in  the  bank- 
ing system  moves  up  and  down  in  a  pat- 
tern that  precedes  changes  in  the  level  of 
-1000  share  pric  i  by  close  to  three  months,  ac- 
cording to  the  Manufacturers  Hanover 
Trust  compulation. 

Net  Free  Reserves  rise  when  credit  is  easy 

-  ^',ly,}       and  become  negative  or  net  borrowed  re- 

serves when  credit  is  tight.  On  the  chart, 
which  has  the  level  of  net  reserves  plotted 
three  months  ahead  of  the  level  of  the 
Dow  (ones  industrial  stock  average,  it  can 

-  20<jO       be  seen  thai  the  trends  follow  closely. 

Recent  stability  of  Net  Free  Reserves  indi- 
cates that  share  prices  shoulc!  rise  a  bit  fur- 
ther and  then  hold  in  a  trading  range  for  at 

-  ;!500       least  three  months,  according  to  the  chart. 
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The  Treasury's  Magic  Eights 


By  Ben  Weberman 


Bhe  flood— no,  the  tidal  wave— 
of  buy  orders  that  swamped  the 
Treasury's  8%  seven-year  notes  last 
month  confirms  my  view  that  the 
trend  of  interest  rates  is  down. 

An  offering  of  this  kind  would  nor- 
mally bring  about  $5  bilhon  in  orders, 
of  which  the  Treasury  said  it  would 
take  $3.5  billion.  Instead,  investors 
asked  for  $29  billion  worth!  There 
were  more  than  100,000  individual 
subscriptions,  ranging  from  $1,000  to 
$1.5  billion. 

Did  the  Treasury  goof?  Couldn't 
they  have  gotten  by  with  a  7%%  cou- 
pon, seeing  that  GMAC's  nine-year 
notes  go  for  only  8.05%?  No,  it  wasn't 
a  goof.  It  was  a  come-on.  The  Treas- 
ury wanted  to  stimulate  interest  in 
its  notes,  because  it  is  going  to  have 
a  lot  of  them  to  sell  before  the  year 
is  out.  The  Treasury  wants  to  whet  in- 
vestor?' appetites. 

But  even  the  Treasury  wasn't  pre- 
pared for  $29  billion  in  orders. 

Left  Out 

The  Treasury's  calculations  were 
thrown  completely  off.  The  announced 
intention  was  to  fill  in  full  orders 
from  $1,000  to  $500,000  and  then 
pro-rate  bigger  orders.  That  way 
small  investors  and  small  financial 
institutions  get  taken  care  of  first.  Nor- 
mally, the  small  fellows  would  take 
anywhere  from  $1  billion  to  $1.5  bil- 
lion, leaving  the  rest  for  the  big  boys. 
The  big  boys  knew  there  would  be  a 
big  demand  for  the  8s,  so  many  of 
them  asked  for  much  more  than  they 
wanted.  One  bank,  for  example,  bid 


for  $1  bilhon  worth-hoping  to  get 
$100  milhon.  A  single  dealer  put  in 
an  order  for  $1.5  billion. 

Everyone  was  overwhelmed  by  the 
actual  response.  If  orders  up  to 
$500,000  had  been  filled  in  full  as 
usual,  the  Treasury  would  have  had 
to  issue  $12  billion  rather  than  just 
$3.5  bilhon.  In  the  end,  subscriptions 
up  to  only  $200,000  were  filled- 
and  nobody,  not  even  Bank  of  Ameri- 
ca or  Merrill  Lynch  got  more  than 
that  for  their  own  account.  Even  so, 
the  Treasury  had  to  take  $6  billion  in- 
stead of  $3.5  billion. 

To  simplify  bookkeeping,  one  wire- 
house  lumped  all  of  its  orders  into 
one.  All  it  got  was  $200,000  of  the 
8s;  it  had  to  go  into  the  open  mar- 
ket and  pay  a  1%  premium  to  fill  the 
rest  of  its  customers'  orders.  A  few 
bank  holding  companies  were  cagier 
—if  unethical.  They  placed  orders  for 
each  of  their  numerous  subsidiaries 
and  at  least  ended  up  with  $200,000 
worth  times  the  number  of  subsid- 
iaries. There  are  stories  of  wealthy 
individuals  who  got  8s  of  '83  in  the 
names  of  their  relatives,  their  ser- 
vants—and even  their  dogs. 

Losing  Their  Cool 

We  have  a  peculiar  situation  to- 
day. On  the  one  hand,  there  are  these 
huge  pools  of  money  looking  for  in- 
vestment. On  the  other  hand,  the 
Treasury's  huge  prospective  needs  plus 
the  continuing  economic  recovery  are 
causing  lenders  to  hesitate  in  the  hope 
that  interest  rates  may  rise  again.  But 
the  lenders  lose  their  cool  when  the 
Treasury  offers  them  8! 

Why  should  the  Treasury  want  to 
make  people's  mouths  water  for  seven- 
year  notes,  when  it  can  sell  90-  and 
180-day  paper  for  under  5%?  Isn't 
this  a  waste  of  taxpayers'  money?  No. 
There  are  good  reasons  for  the  Treas- 
ury doing  what  it  is  doing. 

Over  the  past  few  years  the  Fed- 
eral Government  has  bunched  too 
much  of  its  debt  in  three-month,  six- 
month  and  one-year  bills,  which  now 
represent    55%    of    marketable    debt. 


This  kind  of  borrowing  requires  con- 
stant rolling  over,  and  it  could  be 
dangerous  were  there  to  be  a  con- 
fidence crisis  (just  ask  Mayor  Beame 
or  Governor  Carey).  So,  the  Treasury 
is  willing  to  pay  a  price  in  interest 
to  stretch  out  its  average  debt. 

Out  Of  Circulation 

The  Treasury  has  yet  another  rea- 
son for  wanting  to  stretch  short-term 
debt  into  intermediate  debt.  Short- 
term  paper  is  potentially  inflationary; 
intermediate  and  long-term  debt  is  less 
so.  The  reason  is  obvious:  Money  tied 
up  in  securities  that  don't  mature  un- 
til 1983  can't  be  spent  on  cars  and 
trips  to  Europe  this  fall.  (It  can  for 
the  indi\idual,  but  not  for  the  econo- 
my as  a  whole.)  By  contrast,  90-day 
money  is  tied  up  for  only  that— 90 
days.  By  stretching  the  debt,  the 
Treasury  is  helping  take  some  of  the 
inflationary  potential  out  of  the  cur- 
rent economic  and  liquidity  recx)very. 

The  most  significant  thing  about 
the  8s  of  '83  is  that,  although  the 
Treasury  ended  up  selling  $2.5  billion 
more  than  it  had  planned,  the  bond 
market  didn't  even  bat  an  eye;  nor- 
mally a  few  hundred  million  dollars 
in  unexpected  supply  can  depress  the 
market. 

There  is  enough  money  out  there 
to  handle  both  expected  Treasury 
needs  and  the  financing  of  a  growing 
economy.  I  stick  to  my  prediction: 
By  year-end,  long-term  interest  rates 
will  be  down  to  under  1%  and  short- 
and  medium-terms  will  he  about 
where  they  are  now. 

The  conventional  way  for  an  inves- 
tor to  capitalize  on  this  trend  is  to 
take  positions  in  long-term  bonds, 
thus  locking  in  the  high  yields,  or,  al- 
ternatively, nailing  down  capital  gains. 
However,  there's  nothing  at  all  wrong 
with  the  new  Treasury  Eights  or  simi- 
lar issues,  especially  when  bought  at 
periods  of  temporary  bond  prict* 
weakness.  As  I  pointed  out  last  is- 
sue, such  periods  are  bound  to  occur 
over  the  next  few  months  as  Treasury 
financing  needs  mount.   ■ 
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ATLANIVS  NEW 

TRANSP0R1ATI0N  SYSTEM  OFFERS 

EXPANDED  METRCHMDE  SERVICE 


"The  Metropolitan  Atlanta 
Rapid  Transit  Authority  has  been 
hailed  as  the  most  efficiently  de- 
signed system  in  the  country^'  says 
Alan  E  Kiepper,  General  Man- 
ager of  MARTA. 

By  1980,  MARTA  will  cover 
more  than  1,350  miles  of  surface 
street,  expressway,  subway  and 
aerial  routes.  Altogether,  it  will  uti- 
lize 39  rapid  rail  stations  and  2 
rapid  busway  stations,  with  park- 
ing provided  for  more  than  30,000 
vehicles. 

As  of  today,  490  new,  air-condi- 
tioned buses  have  been  bought. 
Over  100  new  passenger  shelters 
have  been  built.  And  oudying 
suburban  communities  are  being 
served  with  six  new  radial  routes 
and  three  park-and-ride  sites. 

Rrojects  like  MARTA  are  keep- 


ing Atlanta's  current  development 
moving  at  a  rate  that  more  than 
doubles  our  record  pace  of  the 
1960's.  In  fact,  while  many  cities 
find  themselves  facing  economic 
chaos,  Atlantans  are  showing  their 
confidence  in  the  future  with  over 
Si. 5  billion  in  private  downtown 
development  already  under  con- 
struction or  firmly  committed. 

It's  this  kind  of  firm  commit- 
ment that  continues  to  make  At- 
lanta one  of  the  unique  cities  in 
the  world. 

For  more  information  about  At- 
lanta, write  to  J.H.  Wilkerson,  Di- 
rector of  Economic  Development 
and  Research,  Adanta  Chamber 
of  Commerce,  1314  Commerce 
Bldg.,  Adanta,  Georgia  30303,  or 
phone  (404)  521-0845. 


ATLANTANS 

People  Shaping  a  Qty. 


Money Ariu  luvciumcnus 


•mmeny  I 

Stocks  Are  Still  Undervalued 


By  L  O.  Hooper 


\^  e  were  told  in  December  that 
at  least  3  million  Americans  had  en- 
tirely lost  interest  in  the  stock  market. 
Suddenly  in  January  the  volume  of 
trading  increased  to  record  propor- 
tions, and  prices  advanced  more  than 
in  any  month  in  history.  Who  has 
been  doing  all  the  buying,  and  why? 
Those  of  us  close  to  the  market 
know  that  the  catalyst  of  the  rise  was 
a  sudden  surge  of  buying  by  those  in- 
dividual solid  investors  who  did  so 
much  better  than  the  institutions  dur- 
ing the  bear  market.  The  institutions 
followed  quickly  with  cash.  Success, 
as  always,  bred  more  success. 

Confidence 

But  what  about  those  fast-buck 
speculators?  They  had  operated  on 
the  moon-is-made-with-green-cheese 
theory  in  the  late  1960s  and  early 
1970s  with  the  aid  of  new  issues  and 
absiu-dly  high  P/Es.  A  few  of  them 
are  back,  of  course,  but  not  many. 
The  quality  of  the  participation  has 
tended  toward  investment  in  stocks 
that  are  believed  to  be  undervalued 
rather  than  toward  speculating  for  a 
fast  buck.  The  institutions  and  the 
solid  investing  public  have  been  com- 
ing back  into  the  market.  The  camp 
followers,  with  their  "bargains,"  are 
still  licking  their  wounds  or  listening 
to  the  fading  echoes  of  the  siren 
songs  of  the  apostles  of  disaster. 

Why  the  sudden  change  in  market 
interest?  Obviously  a  fresh  siurge  of 
that  powerful  ingredient  called  con- 
Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


fidence  which  appeared  to  flash  out 
of  the  blue.  Actually,  the  shift  from 
pessimism  had  been  developing  for 
some  time.  The  pendulum  had  swimg 
too  far,  and  evidence  of  this  began  to 
snowball  in  the  final  months  of  1975. 
Not  only  were  things  not  as  bad  as 
advertised,  but  most  of  the  bearish 
case  simply  was  not  true. 

Inflation  is  easing.  Short-term  mon- 
ey rates  are  firming,  long-term  rates  are 
gradually  easing.  Biisiness  is  better. 
Corporate  profits  are  rising.  The  rise 
in  employment  is  significant.  The 
American  dollar  is  the  soundest  cur- 
rency in  the  world.  We  have  learned 
that  we  can  live  with  the  Arab  oil 
monopoly.  In  short,  this  is  the  best 
country  in  the  world— and  we  are 
beginning  to  appreciate  it  almost  as 
much  as  other  countries  do. 

Time  To  Act 

No  bull  market  goes  on  and  on 
without  some  stumbling;  but  those 
who  are  thinking  now  of  setbacks  are 
exactly  Uke  those  who  were  always 
looking  for  rallies  in  the  bear  market. 
Such  people  did  not  sell  while  waiting 
for  raUies  that  never  went  as  far  as 
they  hoped.  Those  looking  for  set- 
backs now  will  not  buy  while  they 
wait  for  the  correction  that  will  not 
be  as  big  as  they  expect. 

The  ideal,  of  course,  is  to  buy 
things  for  less  than  they  are  worth, 
and  to  sell  them  for  more  than  they 
are  worth.  Most  stocks  (but  not  all) 
have  lately  been  selling  for  less  than 
they  are  worth.  Probably  even  now 
not  many  stocks  are  selling  for  as 
much  as  they  are  worth.  If  this  bull 
market  has  as  much  power  as  I  think 
it  has,  the  time  will  come  when  most 
equities  will  be  seriously  overvalued. 
But  that  time  has  not  yet  arrived. 

Hackensack  Water  (32)  has  been 
selling  at  about  8  times  earnings  of 
around  $4  a  share  to  yield  around 
7.7%  on  a  $2.48  dividend.  This  com- 
pany, which  operates  in  the  New 
York  City  suburban  area  of  north- 
eastern New  Jersey  and  in  fast-grow- 
ing southern  Rockland  Coimty,  N.Y., 


has  a  good  record  and  is  adequately 
financed.  Dividends  have  been  con- 
tinuously paid  since  1886.  The  small 
risk  element  in  this  investment-qual- 
ity water  stock  seems  out  of  propor- 
tion to  the  low  price.  The  market  is 
often  thin,  however. 

Babcock  6-  WUcox  (25)  is  one  of 
the  oldest  and  largest  producers  of 
steam  generating  and  associated 
equipment.  It  also  makes  tubular 
goods,  which  normally  have  fairly 
high  profit  margins.  In  spite  of  the 
poor  action  of  the  stock  through  most 
of  1975,  BAW  had  an  excellent  year, 
and  profits  in  1976  are  expected  to 
be  at  record  levels.  With  the  excep- 
tion of  1939,  BAW  has  paid  dividends 
in  every  year  since  1881;  the  annual 
rate  is  80  cents  and  could  be  in- 
creased. The  company  has  an  ex- 
cellent reputation  with  its  customers, 
and  the  unfilled  order  backlog  is  large. 

Minnesota  Power  6-  Light  (around 
20)  seems  to  be  an  excellent  electric 
utility  to  own.  Paying  $1.66  per  an- 
num, the  stock  yields  8.4%,  with  earn- 
ings of  about  $2.70  last  year  and  the 
prospect  for  higher  profits  in  1976.  In 
addition  to  its  retail  customers  and 
wholesale  business  with  cooperatives, 
Minnesota  Power  has  recently  rene- 
gotiated long-term  energy  contracts 
with  three  taconite  producers,  and 
these  contracts  are  adding  to  profits. 

Don't  Sell! 

U.S.  Steel  (80)  has  been  a  stellar 
performer,  not  only  in  relation  to  the 
general  market,  but  also  in  compari- 
son with  the  other  steels.  Don't  be 
tempted  to  take  profits;  buy  more. 
Consider  these  points:  It  would  cost 
three  or  four  times  the  present  price 
of  the  stock  to  reproduce  the  compa- 
ny's assets;  a  substantial  part  of  prof- 
its comes  from  nonsteel  operations; 
beginning  with  the  second  quarter, 
the  overall  steel  business  is  expected 
to  show  improvement;  and  there  is  a 
good  chance  of  increased  dividend.s. 
The  3-for-2  split  scheduled  for  May 
should  make  for  a  more  active  mar- 
ket in  the  stock.  ■ 
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Which  of  YOUR  stocks  are 
now  working  AGAINST  you  ? 


Just  for  example,  Value  Line  currently  rates 
HALF  this  "portfolio"  as  likely  to  give  worse- 
than-average  price  performance  in  the  year 
ahead.  (Value  Line  Survey,  Jan.  16,  1976.) 
Which  five  stocks  do  you  think  may  be  the 
"enemies  within"? 

COCA  COLA  MGM 

DISNEY  POLAROID 

DUPONT  SEARS  ROEBUCK 

FIRESTONE  WESTERN  UNION 

GULF  WOOLWORTH 

These  are  all  excellent  companies,  but  don't 
confuse  a  company  with  its  stock.  If  five  of  the 
stocks  were  liquidated,  we'd  give  this  "port- 
folio" a  much  bigger  chance  of  achieving  bet- 
ter than  average  performance  in  the  next  12 
months. 

If  you  have  trouble  sorting  out  the  potential 
"drag-down"  stocks  in  the  list  above,  it  may  be 
even  tougher  with  your  own  portfolio,  where 
real  dollars— and  possibly  your  emotions  too— 
are  involved. 

Yet  identifying  stocks  which  may  be  work- 
ing against  you  is  no  less  important  than  pin- 
pointing those  which  may  work  most  strongly 
for  you.  And  you  need  to  be  able  to  do  this  on 
a  continually  current  basis.  Here's  how  Value 
Line  helps: 

RANKING  1600  STOCKS 

Every  week  of  the  year.  The  Value  Line  Invest- 
ment Survey,  using  computer-based  programs 
developed  over  years  of  testing,  ranks  1600 
stocks— each  relative  to  all  the  others— for 
Probable  Market  Performance  in  ttie  Next  12 
l^ontf)S,  as  follows: 

lOOoftheieOOstocks  are  ranked  1  (Highest) 

300  of  the  1600  are  ranked  2 
(Above  Average) 

800  are  ranked  3  (Average) 

300are  ranked  4  (Below  Average) 

100 are  ranked  5  (Lowest)  ■* 

The  ranks  are  designed  to  measure  probabili- 
ties. We  expect  higher-ranked  stocks  to  go  up 
more  in  a  rising  market— or  down  less  in  a 
market  drop— than  lower-ranked  stocks.  And 
conversely . . . 

We  expect  thie  400  stocks  ranked  4  or  5  for 

Performance  to  go  DOWN  t^ORE  or  UP 

LESS  tfian  all  tfie  rest  of  ttie  1200  stocks 

within  ttie  12  months  immediately  ahead. 

The  presence  of  any  of  these  low-ranked  stocks 

in  your  portfolio  will  probably  do  some  damage 

to  your  overall  results  in  the  next  12  months. 

We  urge  yolj  to  check  your  holdings  at  once 

against  Value  Line's  current  Performance 

ranks  for  1600  stocks.  A  quick  and  easy  way 

to  do  this  is  given  below. 

GETTING  BETTER  ODDS 

Not  every  stock  will  perform  in  accordance 

with  its  rank  in  every  12-month  span,  and  no 

system  can  guarantee  a  profit  or  eliminate  the 

possibility  of  toss  but  such  a  high  percentage 

of  stocks  have  performed  in  accordance  with 

the  Value  Line  ranks  in  the  past  for  reasons 

that  could  not  be  explained  by  chance  that. . . 

..  .the  odds  definitely  stand  in  your  favor 

when  you  line  up  your  stocks  with  the 

Value  Line  ranks. 

Even  if  your  primary  objective  is  yield,  or 

safety,  or  long-term  appreciation,  we  suggest 


you  stay  away  from  stocks  ranked  4  or  5  by 
Value  Line  for  next-12-months  Performance. 
You  do  not  have  to  settle  for  below-average  12- 
month  price  prospects  to  get  good  yield  and 
safety  and  long  term  potential  which  are  other 
attributes  that  Value  Line  also  evaluates  for 
you  systematically  every  week.  Indeed,  we  sug- 
gest that  all  investors,  as  far  as  possible,  stick 
with  stocks  ranked  1  or  2  for  Performance  in 
the  next  12  months. 

UPDATED  EVERY  WEEK 

Every  week— for  EACH  of  1600  stocks— The 
Value  Line  Investment  Survey  in  its  Summary 
of  Advices  and  Index  presents  the  up-to-date... 

a)  Rank  for  Relative  Probable  Price  Perform- 
ance in  the  Next  12  Months— ranging  from 
1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  months. 
(100  stocks  offer  yields  of  8.9%  and  up- 
value Line  Jan.  16.) 

d)  Estimated  Appreciation  Potentiality  in  the 
Next  3  to  5  Years— showing  the  future 
"target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are  in 
the  310%  to  1000%  range— Value  Line 
Jan.  16.) 

e)  Current  price  and  P/  E,  plus  estimated  an- 
nual earnings  and  Dividends  in  current  12 
months. 

f)  The  stock's  Beta. 

g)  Very  latest  available  quarterly  earnings  re- 
sults and  dividends,  together  with  year- 
earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is  the  sub- 
ject of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— 
including  23  series  of  vital  financial  and  oper- 
ating statistics  going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  HALF-PRICE  OFFER 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two  years 
you  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  12  weeks  for 
only  $29  (almost  50%  off  the  regular  rate). 
We  make  this  special  offer  because  we  have 
found  that  a  high  percentage  of  those  who 
once  try  Value  Line  for  a  short  period  stay 


with  it  on  a  long-term  basis.  The  increased 
circulation  enables  us  to  provide  this  service 
for  far  less  than  would  have  to  be  charged  to 
a  smaller  number  of  subscribers.  Your  trial 
will  include  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF  AD- 
VICES section  (24  pages)  . . .  showing  the 
current  ratings  of  1600  stocks  for  future  rela- 
tive Price  Performance  and  Safety— together 
with  their  Estimated  Yields  and  the  latest  earn- 
ings, dividends  and  P/  E  data. 

EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages) . . .  with  full-page  analy- 
ses of  about  125  stocks.  During  the  course  of 
every  13  weeks,  new  full  page  reports  like  this 
are  issued  on  all  1600  stocks,  replacing  and 
updating  the  previous  reports.  (It  takes  but  a 
minute  a  week  to  file  the  new  reports  in  your 
Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  &  OPIN- 
ION section  (4  pages). ..with  a  detailed  anal- 
ysis of  an  Especially  Recommended  Stock  — 
plus  a  wealth  of  investment  background  in- 
cluding the  Value  Line  Composite  Average  of 
more  than  1600  stocks. 

PLUS  THIS  $35 
BONUS  . . .  Value 
Line's  complete 
1800-page  Inves- 
tors Reference 
Service  (sold  sep- 
arately for  $35), 
with  our  latest  full- 
page  reports  on  all 
stocks  under  re- 
view—fully in- 
dexed for  your  im- 
mediate reference. 

AND  THIS  BONUS,  TOO  . . .  the  64  page 
booklet,  "Investing  in  Common  Stocks,"  which 
contains  a  wealth  of  information  on  security 
analysis  and  portfolio  management. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  subscription. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey  • 

ARNOLD  BERNHARD  &  CO., INC.*  5  EAST  44th  STREET*  NEW  YORK,  N.Y.  10017  | 

216001   I 


D  Begin  my  special  12-week  trial  to  The  Value  Line  Sur- 
vey (limited  once  to  any  household  every  two  years) 
and  send  me  the  Investors  Reference  Service  and 
the  booklet  "Investing  in  Common  Stocks"  as  a 
bonus.  My  check  or  money  order  for  $29  is  enclosed. 
(Trial  subscriptions  must  be  accompanied  by  pay- 
ment) 

D  I  prefer  one  year  (52  weeks)  of  Value  Line,  plus  the 
bonus.  Investors  Reference  Service  and  the  booklet, 
"Investing  in  Common  Stocks"  for  $248.  (There  are  no 
restrictions  with  this  offer.) 

D  Payment  enclosed     D  Bill  me  for  $248 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may 
return  the  material  within  30  days  for  a  full  refund  of 
the  fee  I  have  paid. 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO. 


CITY 


STATE 


ZIP 


Not  assignable  without  subscriber's  consent.  Foreign 
rates  on  request.  Subscription  fees  are  fully  tax- 
deductible.  (NY  residents  add  applicable  sales  tax.) 
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Who's  Leading,  Who's  Lagging? 


For  the  fifth  time  in  a  decade, 
the  Dow  Jones  industrials  are  thrust- 
ing toward  the  1000  mark,  and  a 
new  high  seems  within  reach.  How- 
ever, only  four  of  the  30  Dow  stocks 
—one  in  eight— are  actually  at  or  near 
their  individual  highs  for  the  decade. 
Many  of  the  Dow  stocks  are  still  way, 
way  down.  Westinghouse,  now  16, 
sold  for  55  in  1972.  International  Har- 
vester, United  Technologies,  Ameri- 
can Can  and  Woolworth  are  down  by 
half  or  close  to  it  from  their  decade 
highs.  The  old  consumer  growth 
stocks— Sears,  Kodak,  General  Electric, 


Procter  &  Gamble— are  doing  well,  but 
they  too  are  nowhere  near  the  highs 
they  hit  only  a  few  years  back. 

In  short,  the  average  is  in  high 
ground  but  most  of  its  stocks  are  not. 

As  usual  {see  chart)  this  bell- 
wether index  has  been  carried  into  its 
high  state  by  only  a  handful  of 
stocks.  This  is  known  as  revolving 
leadership.  It  always  happens.  When 
the  Dow  peaked  in  1965,  it  was  led 
by  the  chemical  stocks  and  Ameri- 
can Telephone  &  Telegraph  and  Gen- 
eral Motors.  In  1973-the  alltime 
high— the  Dow  was   led  by   oil   and 


growth  stocks.  For  the  first  time  this 
decade,  the  leadership  this  year  con- 
sists of  basic  industry  stocks— steel, 
meatpacking,  paper. 

Will  the  Dow  index  hit  a  new  high, 
1100  or  so,  fairly  soon?  Given  the 
fact  that  most  of  its  stocks  are  way 
down  from  their  highs  of  the  past  ten 
years,  most  of  them  would  appear 
to  be  cheap  by  recent  historical  stan- 
dards. If  the  big  action  spills  over  into 
one  or  more  of  the  earber  leading 
groups  while  staying  with  the  present 
leaders,  the  Dow  could  quite  easily 
sail  into  new  high  territory.  ■ 
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1962  I  1963 
30  Dow  industrials: 

Company 

Allied  Chemical 

Alcoa 

American  Brands 

American  Can 

American  Tel  &  Tel 

Anaconda 

Bethlehem  Steel 

Chrysler 

E.I.  du  Pont 

Eastman  Kodak 

10-year  high  and  year  high  was  made. 


1964  I  1965  I  1966  I  1967  I  1968 


High& 
Year' 


42 

(55-'65) 

46 

(63-'66) 

42 

(50-71) 

34 

(64-'67) 

55 

(71  55) 

20 

(66-'68) 

42 

(43-'76) 

15 

(73-'68) 

157 

(261  '65) 

113 

(152-'73) 

Company 

Esmark 
Exxon 

General  Electric 
General  Foods 
General  Motors 
Goodyear  Tire 
International  Han/ester 
International  Nickel 
International  Paper 
Johns-Manville 


Recent 
Price 

38 
89 
53 
31 
64 
25 
27 
32 
74 
27 


High& 
Year" 

(40-'76) 
(103-'73) 
(76-'73) 
(47- -68) 
(114-'65) 
(35-'71) 
(55  '66) 
(48-VO) 
(74-'76) 
(46-'71) 


Company 

Owens-Illinois 

Procter  &  Gamble 

Sears,  Roebuck 

Standard  Oil  of  Calif. 

Texaco 

Union  Carbide 

U.S.  Steel 

United  Technologies 

Westinghouse  Electric 

Woolworth 


Recent 
Price 

59 
89 
68 
32 
26 
72 
82 
55 
16 
25 


HiKh& 
Year* 


(81 
(120 

(123 
(60 
(45 
(76 
(84 

(112 
(55 
(56 


•'68) 
•'73) 
•73) 
•73) 
•68) 
•65) 
•76) 
•67) 
•72) 
•71) 
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America's  natural  gas  shortage  is 
serious  and  getting  worse.  Accord- 
ing to  statistics  released  by  the 
White  House,  the  shortage  of  natural 
gas  this  year  could  be  almost  twice 
as  bad  as  last  year.  And  that  affects 
each  and  every  American. 

Millions  of  jobs  depend  on 
natural  gas. 

Natural  gas  provides  half  the  energy 
for  America's  industry.  That's  nearly 
double  the  amount  any  other  fuel 
supplies.  So  gas  keeps  millions  of 
jobs  going.  Maybe  yours.  Most  of 
the  products  you  use  are  related  to 
natural  gas  in  some  way.  And  there 
are  more  than  forty  million  families 
who  depend  on  gas  for  heating  or 
cooking,  or  both. 

There's  no  alternative  to 
natural  gas. 

Gas  accounts  for  40%  of  the  energy 
produced  here  in  the  U.S.— far  more 


than  any  other  fuel  by  far.  No  other 
energy  is  available  in  large  enough 
quantities  to  take  its  place  or  do  all 
that  natural  gas  does.  If  our  nation's 
economic  recovery  is  to  continue 
and  unemployment  reduced,  natural 
gas  supplies  must  be  increased. 

Getting  more  gas  iS  vital  to 
America's  future. 

There's  a  huge  resource  of  natural 
gas  in  the  U.  S.  It's  under  the  ocean. 
In  the  Rockies.  Up  in  the  Arctic.  In 
the  deepest,  most  difficult  places. 
The  gas  industry  is  ready  to  invest 
billions  of  dollars,  and  take  the 
business  risks  necessary  to  get  this 
gas.  But  much  of  this  work  waits  on 
the  tough  energy  decisions  America 
must  make.  And  soon.  We  need 
your  understanding  and  support. 
And  your  help  in 
conserving  gas. 


H^  H  American  Gas 
fvWlM  Association 
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Relax  And  Enjoy! 


By  Heinz  H.  Biel 


:i  the  past  14  months  the  Dow 
has  gone  up  400  points,  or  70%.  It  has 
gone  up  160  points  just  since  last 
December.  These  are  phenomenal 
gains  by  any  standard.  By  now  inves- 
tors ha\e  recovered  all,  or  at  least 
most,  of  the  loss  suffered  in  that 
dreadful  bear  market  of  1973-74.  If 
there  e\er  was  a  time  to  enjoy  read- 
ing the  stock  market  pages,  it  is  now. 

But  relax?  How  can  one  relax  when 
the  market  seems  to  be  standing  on 
stilts? 

I  can't  argue  that  point.  There  is 
every  reason  to  expect  the  bull  to 
stumble,  sooner  or  later.  He  has  been 
rimning  fast,  and  it  would  be  good  for 
him  to  rest  and  catch  his  breath.  But, 
at  least  in  my  opinion,  this  bull  is  not 
ready  to  drop  dead  from  exhaustion. 
Not  by  a  long  shot. 

Nevertheless,  the  better  part— 
and  the  easy  part— of  this  great  bull 
market  probably  already  lies  behind 
us.  It  is  difficult  to  visualize  a  fur- 
ther advance  of  400  points  in  the 
Dow.  It  is  not  inconceivable,  but  it 
is  not  likely.  How  far  it  will  go  and 
how  long  it  will  last  is  anybody's 
guess.  My  own  guess,  subject  to  re- 
\'ision,  is  a  peak  of  somewhere  around 
1100  in  the  Dow.  And  regardless 
of  which  candidates  are  nominated 
for  the  Presidency  and  who  is  elected, 
the  fall  of  1976  may  be  the  time 
to  step  aside. 

Those  Glorious  Eights 

The  spectacular  success  of  the  re- 
cent offering  of  seven-year  8%  U.S. 
Treasury  notes  at  par  reflects  the 
paucity  of  investment  alternatives. 
Those  many  billions  of  dollars  came 
not  only  from  savings  banks  and  mon- 
ey funds,  but  also  from  the  stock 
market.  The  desire  to  "get  out  even" 

Mr.    Biel    is    a    senior    vice    president   of   the    New 
York   Stock   Exchange  firm  of   Hoppin,   Watson    Inc. 


was  finally  realized  by  many  inves- 
tors—and who  can  blame  them  after 
what  they  have  been  through?  These 
notes,  with  just  the  right  maturity, 
are  a  superb  vehicle  for  the  individual 
investor  who  doesn't  want  all  his  mon- 
ey tied  up  in  the  stock  market. 

Then  Comes  The  junk 

One  sign— a  very  personal  one,  to 
be  sure— that  the  appreciation  poten- 
tial is  diminishing  is  that  it  is  becom- 
ing more  and  more  difficult  to  make 
new  BUY  recommendations.  I  look  at 
the  prices  of  the  many  stocks  I  have 
mentioned  in  this  column  and  say  to 
myself:  That  was  fine,  but  what  can 
one  do  for  an  encore?  Just  as  I  can 
see  not  much  beyond  a  10%  or  15% 
rise  in  the  Dow,  my  expectations  for 
individual  stocks  seem  similarly  lim- 
ited. It  is  still  worthwhile  to  hold  on 
to  your  stocks,  but  it  is  becoming 
doubtful  whether  it  is  worthwhile  to 
start  buying  them,  particularly  if  you 
aim  at  a  long-term  capital  gain  rather 
than  just  a  trading  profit. 

There  is  another  symptom  that 
tends  to  restrain  my  bullishness.  Cor- 
porate treasurers,  it  seems,  are  begin- 
ning to  feel  that  the  time  is  approach- 
ing to  sell  equity  securities  to  an  eager 
public.  For  instance,  Owens-Illinois 
is  a  very  fine  company  with  record 
earnings,  whose  stock  has  more  than 
doubled  in  price  since  1974;  it  re- 
cently registered  2  million  shares,  in- 
creasing the  outstanding  number  by 
nearly  15%.  U.S.  Steel,  currently  sell- 
ing at  its  highest  price  since  1961, 
appears  to  have  similar  intentions. 
At  least  that  is  what  its  proposed 
stock  split  suggests.  We  can  also  ex- 
pect a  growing  volume  of  new  issues 
of  convertible  bonds  and  preferred 
stocks.  These  are  telltale  signs  that 
one  should  not  ignore."  At  first  we'll 
see  the  prime-rated  companies  do- 
ing some  equity  financing;  then  come 
the  secondary  and  more  speculative 
companies;  and  then  comes  the  junk. 
That  is  when  it  is  high  time  to  run 
for  the  hills. 

America's  economic  recovpw  is  pro- 


gressing nicely  at  a  moderate  pace, 
which  is  all  to  the  good.  Elsewhere 
in  the  Free  World  things  are  beginning 
to  look  a  little  brighter.  By  the  sec- 
ond half  of  this  year,  a  fair  degree 
of  prosperity  should  more  or  less 
be  worldwide.  But  a  roaring  boom  is 
improbable,  at  least  in  1976. 

Nevertheless,  it  is  difficult  to  vis- 
ualize prosperity  without  some  par- 
ticipation of  two  depressed  industries, 
housing  and  the  coppers.  I  confess  a 
prejudicial  dislike  for  both.  My  one 
favorite  in  the  housing  field  is  Jim 
Walter  (44),  but  other  people  ap- 
parently like  it  as  much  as  I  do,  be- 
cause the  stock  now  sells  close  to  its 
alltime  high.  However,  I  would  give 
favorable  consideration  to  such  build- 
iug-relatcd  stocks  as  Maytag  ( 35 )  and 
Simmons  (23).  Masonite  (24),  whose 
1975  fiscal  year  was  sheer  disaster, 
should  enjoy  a  strong  recovery;  this 
is  basically  a  good  company. 

Hold,  But  Don't  Buy 

The  trouiile  with  copper  is  that  the 
demand  for  it  is  inelastic.  Just  as 
price  increases  do  not  increase  the 
supply  in  boom  periods,  price  reduc- 
tions will  not  stimulate  demand  when 
business  is  slack.  Some  coinitries— 
Chile  and  Zaire,  for  instance— will 
have  to  sell  copper  at  auy  price,  even 
below  production  costs,  because  they 
desperately  need  foreign  exchange. 
This  makes  life  for  our  domestic  pro- 
ducers difficult,  if  not  intolerable. 

Yet  some  shrewd  investors  look  fur- 
ther ahead  than  most  of  us  can  af- 
ford to  do.  It  is  hard  to  think  of  a 
less  appealing  stock  than  Anaconda 
(20),  which  wound  up  deep  in  the 
red  last  year.  However,  this  didn't  de- 
ter Crane's  Tom  Evans  from  offering 
$20  of  that  company's  debentures  for 
each  share  of  Anaconda,  only  to  he 
bettered  by  Tenneco's  plan  for  a  mer- 
ger. Once  it  is  known  that  Anaconda 
is  amenable  to  marriage  proposals, 
some  other  company  may  come  forth 
with  a  higher  bid.  I  would  hold  Ana- 
conda, but  I  can't  recommend  its  pur- 
chase.  That   goes  for  Asarco,   tof).   ■ 
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FERTILIZER 


one  of  the  basic  world  needs 
for  which  the  demand  continues 

to  grow 

And  because  we  own  and  operate 

Agrico  Chemical  Company,  one  of 

the  world^s  largest  and  most  successful 

fertilizer  companies, 

fertilizer  is  one  of  the  basic  reasons 

behind  our  12  consecutive  years 

of  record  growth  and  earnings* 

Like  more  details  on  this  $1.5  billion  company? 

Write: 

Corporate  Communications 

The  Williams  Companies 

320  South  Boston 
Tulsa.  Oklahoma  74103 


THE  WILLIAMS  COMPAHIESWEf 

The  Fertilizer,  Energy  and  Metals  Company         ^^^^^ 


Aqric  o  Chemical  Company  ■  Williams  Energy  Company  ■  Williams  Exploration  Company 
■    Williams  Pipe  Line  Company    ■    Edgcomb  Steel  Company    ■    Steel  Sales  Corporation 


^  Chemical  Bank  n'izii^<0mBtfiiWntt1i<b<Dlt 
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''The  difference  between  Chemical  Bank  and  the  other 
international  giants  isn't  their  money*  It's  their  ideasr 
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More  than  money.  In  any  language.  WrdVIICMLDAIMC 

Main  OHice  20  Pine  Slreel.  New  York.  N  Y  10015  Beirul.  Bermuda,  Birmingham.  Bogoia.  Brussels,  Buenos  Aires,  Caracas.  Channel  Islands.  Chicago,  Dubai.  Frankfurt,  Hong  Kong.  Jakarta. 
London.  Madrid.  Manila.  Mexico  City.  Milan,  Monrovia.  Nassau.  Paris.  Rio  de  Janeiro.  Rome,  San  Francisco.  Sao  Paulo  Singapore,  Sydney. Taipei, Tehran.Tokyo.ToronIo,  Vienna,  Zurich 


"Some  Ecuadorians  still 
evaluate  coups  the 
way  other  people  rate 

horses  and  vintage  wines." 

Phnl.i   Phu.iiiLi  Mja  ^  ^ 


Pholo  Phuong  Nga 


"Tve  never  seen  a  coup  so  stupidly  organized,'  sniffed  one 
Quito  connoisseur.  By  four  in  the  afternoon,  it  was  all  over." 


TIME  has  by  far  the  largest  news 
gathering  organization  of  any  magazine 
in  the  world.  But  surely  none  ever 
struck  so  happy  a  compromise  between 
size  and  sensibility. 

For  instance,  in  covering  an  abortive 
1975  coup  in  Ecuador,  TIME  unearthed 
the  unlikely  fact  that  the  memorandum 

The  Weekly 


announcing  the  time  and  date  of  the 
uprising  was  sent,  by  mistake,  to  the 
president  they  were  trying  to  oust. 
Which  demonstrates  TIME's  journal- 
istic eye  for  the  all-too-human  details 
that  change  mere  facts  into  news. 

You  know  what  TIME  does.  And  read- 
ing it  every  week  reminds  you  how  well. 
Newsmagazine 
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The  Money  Men 

I  Young  Man  In  Tennis  Shoes 


Money  And  Investments 


Victor  NiederhofFer  is  a  sallow, 
gangly  young  man  of  32  with  a 
simple  goal  in  life:  to  become  the  best 
in  whatever  he  chooses  to  try.  Re- 
markably often,  he  seems  to  do  it. 

Take,  for  example,  his  "leisure"  pur- 
suit of  squash— though  that  is  a  laugh- 
able word  to  describe  his  private  pas- 
sion. He  had  been  U.S.  amateur 
champion  for  four  years  straight  when 
he  turned  pro  last  November. 

It  is  said  of  NiederhoflFer's  squash 
that  he  beats  players  who  are  faster, 
more  agile  and  stronger  than  he  is 
because  he  is  such  a  merciless  com- 
petitor. Because  he  can  react  to  the 
way  the  ball  comes  oflF  the  wall  faster 
than  they  can.  He  once  told  an  inter- 
viewer he  played  "capitalistic"  squasb 
compared  with  the  "socialistic" 
squash  of  more  gentlemanly  players. 

In  business,  Niederhoffer  plays  an 
equally  tough  game,  and  it  has  made 
him  immensely  successful  in  one  of 
the  dirtiest  and  most  competitive 
fields  there  is.  Vic  NiederhoflFer  is  a 
corporate  "finder."  In  simplest  terms, 
a  finder  promotes  an  acquisition  or 
merger  by  calling  two  companies  to 
one  another's  attention.  For  that, 
the  finder  is  in  theory  supposed  to 
receive  a  percentage— up  to  1%  to 
2%— of  the  amount  involved  in  the 
acquisition. 

In  fact,  he  often  gets  less,  ranging 
from  nothing  up  to  a  modest  tip  de- 
signed to  abort  a  lawsuit.  Much  ac- 
quisition and  merger  work  is  done  by 
commercial  banks  or  investment  bank- 
ers like  Lazard  Freres  as  an  adjunct 
to  their  corporate  financing  business. 
Most  of  the  estimated  10,000  U.S. 
finders  tend  to  be  the  jackals  of  the 
acquisition  marketplace,  hoping  to 
promote  a  fee  for  themselves  whether 
they  have  played  any  real  part  in  an 
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acquisition  or  not.  "Most  finders  are 
failures,"  says  Niederhofi^er.  "Only 
about  300  acquisitions  a  year  result  in 
any  finder's  fee  at  all." 

But,  as  we  said,  when  NiederhoflFer 
plays  he  plays  to  win.  He  is  much 
above  the  average  finder  in  two  re- 
spects. First,  he  is  not  a  lone  wolf, 
but  the  head  of  a  dozen-employee 
firm,  NiederhoflFer,  Cross  &  Zeck- 
hauser,  estabhshed  in  1967.  The 
Cross  in  the  name  is  Frank  Cross, 
a  former  Merrill  Lynch  analyst.  Rich- 
ard Zeckhauser  is  an  economics  pro- 
fessor at  Harvard's  Kennedy  School 
of  Government. 

NiederhoflFer's  intensity,  both  in 
business  and  in  squash,  has  carried 
him  a  long  way  fast.  A  lower  middle- 
class  boy  from  Brooklyn,  he  studied 
economics  at  Harvard  on  scholarships. 
He  switched  to  the  University  of  Chi- 
cago, doing  graduate  work  on  mathe- 
matical models  for  predicting  stock 
market  results  because  Chicago  was 
the  leader  in  that  field.  "In  economics 
the  schools  are  poles  apart,"  says  he. 
"The  Keynesian  mischief  taught  at 
Harvard  was  undone  by  Chicago, 
which  teaches  the  Adam  Smith  cre- 
ative power  of  business  as  an  engine 
for  improving  material  well-being  and 
political  freedom  for  all  people." 

NiederhoflFer  drifted  into  the  finder 


Niederhoffer  of  NCZ 

business  by  accident.  After  getting  his 
Ph.D.  in  1969,  he  commuted  between 
a  teaching  job  at  Berkeley  and  NCZ 
in  New  York.  Neither  job  was  espe- 
cially lucrative.  A  client,  Sunbeam 
Corp.,  asked  NiederhoflFer  and  his 
mentor.  University  of  Chicago  Profes- 
sor James  Lorie,  to  find  a  toy  com- 
pany. NiederhoflFer  found  one  in  Tyco 
Industries.  But  as  so  often  happens. 
Sunbeam  then  lost  interest,  and  it  took 
NiederhoflFer  a  year  before  he  could 
sell  Tyco  to  Consolidated  Foods.  It 
was  hard  work,  but  there  was  a  hand- 
some fee  at  the  end  of  it.  This  was 
more  like  it:  He  plunged  with  typical 
determination  into  the  finder  business. 
Since  then  he  and  his  associates  have 
done  48  deals,  with  nine  more  ex- 
pected to  be  completed  this  year. 

Although  finding  is  a  selling  game, 
NiederhoflFer  isn't  your  typical  sales- 
man. He  makes  no  eflFort  to  be  like- 
able or  modest.  As  a  trademark,  he 
frequentiy  calls  on  prospects  wearing 
one  blue  and  one  white  teanis  shoe. 
Although  he  insisted  on  wearing  a 
suit  for  a  Forbes  photographer  (he 
still  wore  white  gym  socks),  his  more 
usual  oflBce  garb  is  a  sloppy  sweater. 

For  over  two  years  after  he  made 
his  first  deal  in  1970,  NiederhoflFer 
made  nearly  all  the  sales  himself. 
More  recently,  however,  he  has  begun 
to  spend  his  time  supervising  his 
growing  staflF.  Former  students  that 
NiederhoflFer  met  during  his  brief 
teaching  stint  at  Berkeley  have  joined 
the  firm.  All  work  on  a  part-salary 
and  part-commission  basis,  and  some 
in  a  good  year  can  make  over 
$100,000.  One  employee  who  may 
make  that  this  year  is  Barbara  Louis, 
an  attractive  young  woman  of  25;  she 
has  just  completed  her  second  deal, 
which  is  due  to  be  closed  in  March. 

But  the  most  successful  staflFer  is 
NiederhoflFer's  wife  Gail,  a  self-asser- 
tive Bryn  Mawr  English  graduate 
whom  he  met  at  Zeckhauser's  wed- 
ding. Gail  has  swung  five  deals  and 
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SYNALLOY  REPORTS 

RECORD  EARNINGS 

IN  HRST  QUARTER 

For  the  first  quarter  ended  December  31 ,  1 975,  Synalloy 
has  continued  its  steady  growth  in  earnings,  which  again 
achieved  record  figures  for  the  period. 

Specifically,  net  earnings  for  the  current  three  months 
rose  1 7%  to  $508,986,  or  23  cents  per  share,  as  compared 
with  $434,646,  or  20  cents  per  share,  in  last  year's  first 
quarter.  Also  a  3  per  cent  stock  dividend  and  a  semi- 
annual cash  dividend  of  05  cents  per  share  have  been 
declared.  Both  are  to  be  paid  March  12,  1976, to  share- 
holders of  record  February  20,  1976. 


If  you  want  more  facts,  send  for  copies  of  our  1 975 
Annual  Report  and  First  Quarterly  Report  to  Robert 
S.  Davies,  Synalloy  Corporation,  Dept.  F-61,  Box 
5627,  Spartanburg,  S.C.  29301 . 

SYNALLOY  CORPORATION 

Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution 


^ 
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We  had  a  big  part  in  developing  the  materials  technology 
which  has  made  the  new.  maintenance-free  batteries 
successful. 

These  batteries  are  sealed  for  life  and  never  need  addi- 
tional water 

Our  ten  years  of  research  and  development  in  calcium- 
lead  grid  alloys  has  given  us  technological  leadership 
as  well  as  a  new  product  line  which  we  are  supplying  in 
increasing  tonnages  to  this  growing  market 
This  is  just  one  example  of  how  our  research  explores 
for  better  energy  sources  and  materials. 
If  you  would  like  to  know  more  about  us,  write  to  Dept  4 
for  our  annual  report 


STJOE 

MINERALS  CORPORATION 


250  Park  Avenue 
New  York,  N.Y. 
10017  SJ.740 


To  keep  growing  with  energy 
we  helped  develop  the  new 
"thirst-free"  batteries 


The  Money  Men 
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has  three  pending.  "She  could  sell  ice 
cream  to  the  Eskimos,"  he  once  said 
of  her  with  mixed  awe  and  pride. 
.  As  the  figures  above  suggest,  the 
commissions  that  the  firm  gets  are 
substantial.  For  example,  last  year's 
15  deals,  even  with  much  of  the 
payout  deferred  to  fall  into  later  years, 
yielded  revenues  of  $1.5  miUion,  and 
pretax  profits,  after  expenses  and  em- 
ployee commissions,  were  $500,000. 
All  told,  NCZ  has  collected  15  fees 
over  $200,000,  and  hopes  to  get  one 
of  $400,000.  But  it  can  do  so  only  be- 
cause of  the  way  it  does  business. 

What  does  Niederhoffer's  firm  have 
that  other  finders  lack?  First,  it  does 
not  represent  buyers.  Occasionally, 
he  claims,  the  head  of  a  would-be 
buyer's  acqmsition  department  is  a 
scoundrel  who  will  turn  down  your 
offer,  then  send  the  name  of  the  com- 
pany you  brought  him  to  a  kick-back 
finder  who  will  make  a  fresh  approach 
to  the  selling  company.  And  even 
where  this  is  not  the  case,  the  buying 
company  is  interested  in  driving  both 
price  and  commission  down  to  the 
lowest  possible  levels,  neither  erf 
which  is  very  nourishing  for  a  finder. 

By  contrast,  a  seller  is  interested  in 
the  highest  possible  price,  and  is  will- 
ing to  part  with  a  very  good  commis- 
sion if  he  feels  that  he  is  getting  his 
price.  So  the  object  is  to  sign  an  ex- 
clusive contract  with  the  would-be 
seller  and  then  go  hunt  the  best  buy- 
er for  him. 

Selling  Points 

How  do  you  get  an  exclusive?  "Be- 
ing a  national  squash  champion 
didn't  help  me  one  damned  bit,"  he 
claims.  "Most  sellers  are  entrepreneurs 
who  have  never  gone  to  college  or 
heard  of  squash."  If  the  seller  is  a 
private  or  closely  held  company,  as  is 
true  over  80%  of  the  time,  you  point 
out  the  need  for  expert  counsel  in 
deciding  which  of  some  1,500  acqui- 
sition-minded companies  you  would 
approach.  You  remind  the  seller  that 
you  have  as  much  interest  as  he  in 
maximizing  the  price,  and  you  point 
out  cases  where  you  have  been  able 
to  do  so.  (As  a  result  of  the  bidding 
process,  American  Motors  had  to  pay 
an  extra  $6  million  for  Wheel  Horse 
Products.)  And  finally,  you  offer  to 
take  your  commission  in  the  same 
coin  the  seller  receives,  be  it  cash,  se- 
curities or  deferred  payments. 

Once  the  contract  agreement  to 
sell   is   signed,   of  course,   the   game 
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really  begins.  An  acquiring  company 
is  always  looking  for  outfits  that  can 
triple  earnings  in  four  years  and  have 
a  return  on  capital  much  higher  than 
its  own.  The  acquiring  company  also 
takes  its  time  so  it  can  back  out  if 
it  discovers  it  is  making  a  mistake. 
"Entrepreneurs  also  hate  to  sell  when 
things  are  great,"  he  adds.  "Often 
they  set  unreal  prices  and  see  no 
need  to  hurry.  They  forget  new  com- 
petition can  make  the  company  less 
salable  or  that  90%  of  the  companies 
that  want  to  sell  out  can't."  (Nieder- 
hoflPer  says  he  knows  of  a  couple  of 
mobile-home  makers  who  waited  a 
year  too  long  to  sell. ) 

It  can  be  a  frustrating  business. 
For  every  deal  he  has  swung,  Nieder- 
hoflFer  says  another  has  fallen  through 
after  the  final  handshake.  For  exam- 
ple, one  seller  had  a  firm  deal  to  sell 
in  1973  at  29  times  earnings;  but  at 
the  last  moment  he  tried  to  squeeze 
a  bit  more  from  the  buyer,  which 
nixed  the  deal  and  a  $400,000  fee 
for  Niederhoffer.  Years  later  the  seller 
did  let  go— at  eight  times  earnings. 

NiederhoflFer's  vmique  achievement 
has  been  to  build  a  solid  business  in  a 
chaotic  field.  NCZ  has  no  debt,  over 
$1  million  in  securities  from  past 
deals,  and  enough  assets  so  that  if 
liquidated  today  it  would  yield  Nie- 
derhoflFer  at  least  $1  million. 

A  millionaire  before  35  and  top 
man  in  a  highly  competitive  sport, 
Niederhoffer  might  be  expected  to 
start  slowing  down.  Most  men  would; 
but  Niederhoffer  isn't  most  men.  The 
surest  place  to  find  him  on  any  week- 
day is  on  upper  Madison  Avenue  at 
11:30  p.m.  There,  after  an  hour  and  a 
half  of  squash  practice,  followed  by 
dinner  and  laje  work  at  his  midtown 
oflBce,  he  can  be  found  sprinting  up 
the  avenue  in  a  business  suit  with  his 
multicolor  shoes  and  a  squash  racket, 
which  he  swings  fiercely  from  time  to 
time  to  discourage  muggers.  Tomor- 
row, which  starts  at  7:45  sharp,  is 
another  day.  ■ 


Annual 
Growth 


Esterlines  1975  annual  report,  which  was  just 
released,  shows  the  following  results 

Sales. Increased    3% 

Net  Income* Increased  32% 

Earnings  Per  Share* Increased  38% 

Inventories Reduced  10% 

Receivables Reduced   13% 

Long  Term  Debt Reduced  21% 

Continuous  Dividends  since  1969       ,     , 
If  you  would  like  to  know  more  about  our  growth  in 
the  fields  of  instrumentation /data  acquisition/ 
industrial  controls/ precision  measurement/ metal 
fabricating  equipment/ nuclear,  electro-mechanical 
and  electronic  devices  and  components,  write 
Director  of  Corporate  Communications  for  our 
annual  report      ^■^^■j 

Hp|l  CBT  Plaza,  1 120  Post  Road 

^J  Dept  F 

^H^^5  Danen,  Connecticut 06820 

-■■■■i  Tel  (203)655-7651 


Take  one  or  both  of  these  timely  packages 
of  business  and  investment  advice 


Stocks 

24  Active  Stocks 

Buy?  Hold?  Sell? 

Facts,  figures,  analysis,  appraisal  of 
risk  and  specific  advice. 

AmHomePr  GuHOil  RCA 

ATT  ITT  RyderSys 

Avon  Prod  Kresge  Searle 

Citicorp  McDonalds  Sony 

Ea  Kodak  Nat  Semicon  Souttiem  Co. 

FedNatiMtg  Occid  Petr  Texaco 

Gen  Elec  Pan  Am  Air  Westinghouse 

Gen  Mot  Polaroid  Xerox 

65  Utilities 

Does  United  believe  you  should 
Buy?  Hold?  Sell?  Facts,  figures, 
analysis  and  appraisal  of  risk. 

Plus  4  week  Trial 
of  United  Reports 
This  entire  package  $3 


Mutual  Funds 

Bond  Funds 

How  to  get  up  to  9% 

If  you're  interested  in  income,  bond 
funds  have  the  distinct  advantage  of 
broad  diversification  as  a  safety 
factor.  And  their  professional  man- 
agement should  add  to  your  yield 
potential.  See  this  UMFS  Report  for 
our  advice. 

411  Mutual  Funds 

Performance  comparisons 

Compare  how  your  own  funds— 
and  others— have  don.>  against  the 
funds  as  a  whole  and  one  another. 
Packed  with  year  by  year  facts, 
showing  changes  in  Net  Asset  Value 
plus  latest  performance  figures. 

Plus  2-issue  Trial  of  United 
Mutual  Fund  Selector 

This  entire  package  $3 


Save  with  combination  offer:  both  packages  [$5 


(-ILL  Out  COUPON  AfjDtVlAIL  TODAY    — — - 

Please  seno  rre  u-e  pachaoeis 


NAME  (please  pnnii. 


L.^ 


(dve  c  necked  t>eiow 
i  uftoersiand  i  aei  my 
D  STOCKS  $3.  money  back  .■  i  rr.  ncl  satisfied 

□MUTUAL  FUNDS  $3.  IZZeV^o'^^^^r 

D  BOTH  $5.  assignable  without  your  consent 


X^JNITED^"-'' 


'In^cahnertSavioe   fm  it 
210  Newbury  St.,  Boslon.  Mass. 021 16 
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Shhh  . . .  Don't  Wake 
The  Copper  Bull 


By  Stanley  W.  Angrist 


I  o  know  what  everyone  knows 
is  to  know  nothing"  is  one  of  the 
axioms  commodity  traders  use  to  help 
them  sort  out  the  torrent  of  infor- 
mation—both factual  and  false— that 
engulfs  them  every  trading  day. 
That's  the  problem  right  now  in  the 
copper  pit  of  the  Commodity  Ex- 
change (Comex):  All  that  anyone 
knows  is  what  everyone  knows. 

Everyone  knows  that  when  the  in- 
dustrialized nations  of  the  world  be- 
gin to  emerge  from  the  throes  of  the 
recession  they  will  use  more  copper. 
Everyone  knows  that  if  you  wait  until 
the  recovery  is  well  under  way  copper 
prices  will  already  have  made  a  good 
part  of  their  move,  and  so  it  is  nec- 
essary to  be  a  little  bit  early. 

Heading  Up? 

Based  on  such  anticipations,  spec- 
ulative interest  in  copper  started  to 
pick  up  in  late  summer.  It  was  not 
difficult  to  attract  the  bulls.  All  that 
was  necessary  was  to  show  them  the 
price  chart  for  copper  and  point  out 
what  happened  in  late  1973  and  ear- 
ly 1974  when  copper  futures  rose  to 
$1.40  a  pound.  That  $1.40  spike-an 
alltime  high  in  the  price  for  copper- 
was  caused  by  a  number  of  all-too- 
familiar  factors:  a  very  strong  world- 
wide inflation  rate;  a  fear  that  cop- 
per-producing nations  would  succeed 
in  putting  together  an  OPEC-like  car- 
tel; the  political  problems  in  Chile 
and,  last  but  not  least,  Japan,  Inc. 
(The  Japanese  you  will  recall,  had 
fistfuls  of  recently  devalued  dollars 
which  they  were  desperately  exchang- 
ing for  tangible  commodities.  Like 
panic  buyers  through  the  ages,  the 
Japanese  managed  to  do  a  lot  of  their 
buying  at  the  top. ) 


Stanley  W.  Angrist  is  a  professor  at  Carnegie-Mellon 
University  and  has  written  many  books,  Including  one 
on  commodities. 


It  was  easy  to  see  why  the  bulls 
were  excited.  Copper  is  traded  in 
units  of  25,000  pounds,  so  a  one-cent 
move  is  worth  $250  per  contract.  The 
minimum  exchange  margin  per  con- 
tract is  $750  and  so  it  would  only 
take  $3,000  or  so  (some  brokers  ask 
for  more  than  the  minimum)  to  take 
up  a  four-contract  position.  The  bulls 
looked  at  the  charts  and  the  recov- 
ering economies  of  the  world  and  saw 
a  20-cent  price  rise  as  a  minimum.  If 
copper  did  make  such  a  move,  the 
profit  on  four  contracts  would  work 
out  to  a  nice  round  $20,000  (20 
cents  X  $250/ cent  x  4  contracts).  And 
even  a  20-cent  rise  might  just  be  the 
beginning— remember  1974. 

Nonexistent  Profits 

Alas,  here  it  is  March.  You  have 
just  shoveled  the  snow  out  of  the 
driveway  for  the  15th  time.  Where  is 
that  winter  Caribbean  cruise  you 
hoped  to  pay  for  with  your  copper 
profits?  What  went  wrong? 

Lots  of  things.  But  as  usual  they 
all  boil  down  to  those  two  bedrocks 
of  economics— supply  and  demand. 
First,  consider  the  demand  for  cop- 
per. The  copper  bulls  looked  mainly 
to  electrical  equipment,  construction 
and  autos  to  improve  demand,  but 
so  far  have  found  little  to  cheer  them. 
A  number  of  utilities  have  cut  back 
on  their  orders  of  additional  generat- 
ing capacity;  housing  starts  are  not 
hkely  to  exceed  1.6  million  units  this 
year,  which  is  far  below  the  2.4  mil- 
lion units  of  1972;  and,  while  auto 
production  has  improved,  the  small- 
er cars  now  being  widely  produced 
use  less  copper  per  unit.  The  fact 
that  an  economic  recovery  is  under 
way  is  something  everybody  knows. 
What  nobody  yet  knows  is  whether 
the  recovery  is  vigorous  enough  to 
absorb  the  substantial  amounts  of 
copper  now  overhanging  the  market. 

Copper  is  priced  in  a  peculiar  way. 
U.S.  producers  use  an  administered 
price  which  fluctuates  much  less  than 
free  market  prices.  In  slack  times, 
their  customers  pay  extra  (right  now 


the  producer  price,  63.625  cents  per 
pound,  is  about  10  cents  per  pound 
over  the  London  spot  price)  for  the 
privilege  of  paying  less  when  copper 
is  tight.  When  the  metal  is  tight,  how- 
ever, the  customers  can't  get  enough 
and  so  have  to  turn  to  the  London 
Metal  Exchange  or  to  Comex  or  to 
dealers.  When  this  happens,  you  can 
quickly  get  a  price  explosion  in  the 
spot  and  futures  markets. 

The  Stronger  Case 

At  present  there  are  somewhere  be- 
tween 1.5  million  and  2  million  met- 
ric tons  of  copper  above  ground 
worldwide.  Indeed,  there  are  more 
than  650,000  tons  in  the  London  Metal 
Exchange  and  Comex  warehouses, 
and  that  number  has  been  growing  at 
least  a  Uttle  every  week.  This  growth 
has  taken  place  in  the  face  of  a  \2% 
cut  by  U.S.  producers  and  a  6%  cut 
by  foreign  producers  in  1975.  Score 
one  for  the  bears. 

But  while  these  numbers  appear 
overwhelmingly  bearish,  it  should  be 
kept  in  mind  that  650,000  tons  rep- 
resent only  a  month  and  a  half  of 
1975  Free-World  refined  production. 
Moreover,  it  is  widely  believed  by 
members  of  the  trade  that  the  above- 
ground  copper  supplies  are  by  and 
large  in  strong  hands.  These  include 
well-financed  speculators,  currency 
hedgers,  copper  merchants  and  in- 
vestment bankers.  It  is  also  widely  be- 
lieved that  fabricators  and  end-users 
have  adopted  a  tight  inventory  pol- 
icy. Thus  a  strong  demand  upturn 
cannot  be  met  by  a  prolonged  inven- 
tory drawdown.  However,  this  bullish 
anticipation  is  probably  already  re- 
flected in  the  price  of  copper  futures. 

Summing  up:  The  economic  recov- 
ery is  bullish  and  so  is  the  fact  that 
copper  stocks  are  in  strong  hands. 
Bearish,  however,  is  the  fact  that 
economic  recovery  has  not  yet  made 
even  a  dent  in  the  huge  reserves.  On 
balance,  therefore,  the  bears  have  the 
stronger  case.  It  is  probably  too  soon 
to  go  long  in  copper— and  probably 
too  late  to  go  short.  ■ 
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Mightier 

tnan 

Mauda 


When  Newsweek  plus  Time  can  deliver 

a  larger  audience  than  Maude  can^ 

.  it's  time  to  rethink  television. 


What  can  be  mightier  than  Maude? 

It's  not  Phyllis.  Or  The  Six  Million  Dollar  Man. 
It's  not  even  a  TV  show.  It's  Newsweek  plus  Time- 
one  of  the  strongest  media  buys  you  can  make  today: 
efficient,  effective,  and  highly  selective.  Ask  your 
media  planning  experts. 

Newsweek,  to  start  with,  reaches  an  audience 
of  19  million  adults— a  rating  of  13.6. 

And  that's  just  Newsweek. 

Add  Time  and  you  get  an  unduplicated  audience 
of  32  million  adults  and  a  rating  of  22.7— larger  than 
that  of  Maude,  Phyllis  or  The  Six  Million  Dollar  Man. 
When  you  confine  it  to  men  18  to  49,  the  rating 
jumps  to  30.7.  Which  beats  any  regular  prime-time 
TV  series. 

Yet  you  can  buy  Newsweek  at  a  cost  per  thousand 
for  men  18-49  that's  actually  less  than  that  of  the 
average  prime-time  show.  And  you  can  even  buy  the 
Newsweek  plus  Time  combination  at  a  cost  per 
thousand  that's  comparable  — particularly  when  you 
consider  the  quality  of  the  audience. 

Here  the  picture  gets  still  brighter.  With 


Newsweek  plus  Time— or  Newsweek  plus  Sports 
Illustrated  or  Business  Week— you  zero  in  on  people 
you  just  can't  reach  that  efficiently  with  television 
alone. 

As  study  after  study  shows,  newsweekly 
readers  are  younger,  better  educated,  more  affluent. 
They  do  more.  They  buy  more. 

And,  something  else  we  suspect  is  true,  they're 
more  receptive  to  what  a  good,  persuasive  ad  is 
saying.  Because  it's  seen  within  the  informative 
context  of  a  newsweekly— instead  of  flashing  by 
during  a  break  in  the  entertainment  on  TV. 

These  days,  with  rising  costs  and  limited 
availabilities,  a  lot  of  advertisers  are  having  some 
second  thoughts  about  television. 

If  you're  among  them,  remember:  the  ratings 
point  to  the  newsweeklies. 

For  the  advertiser  whose  budget  is  limited, 
Newsweek,  with  its  lower  cost  per  thousand,  is  the 
more  efficient.  But  consider  the  advantages  of  both. 
Newsweek  plus  Time. 

It's  a  mighty  big  buy. 


Newsweek 


HALF-PRICE  TRIAL  OFFER 
FEATURES: 

BABSON'S 

BUY -SELL 

HOLD 

40  Low-Priced  Stocks 


Addressograph 
Am.  Airlines 
Am.  Sterilizer 
Avco 

Brunswick 
Carrier 

Champ.  Sp.  PI. 
Chrysler 
Ciark  Oil 
Delmarva  P.  &  L. 
Dr.  Pepper 
Fedders 
Foremost-Mc. 
Gen.  Cigar 
Port.  Cement 
Greyhound 
Houdaille 
Insiico 
Libby,  McN. 
Ludlow 


Monroe  Auto  Eqp. 

Narco  Sc. 

Potomac  El. 

Questor 

Ramada  Inns 

RTE  Corp. 

Russ  Togs 

Sanders  Assoc. 

SCM 

Scovill 

Searle 

Ski! 

Sun  Chem 

Texas  O.  &  G. 

Thiokol 

20th  Cent-Fox 

Uniroyal 

Wang  Labs. 

Weatherhead 

Westnghse 


25  Utilities 


Am.  El.  Pwr. 
Ariz.  P.  Serv. 
Atl.  City  El. 
Carolina  E.  &  L. 
Cent.  La.  El. 
Cent.  &  SW 
Citizens  U. 
Colo.  &  So.  O. 
Duquesne  Lt. 
Fla.  Power 
Fla.  Pwr.  &  Lt. 
Gen.  Public  U. 
Houston  L.  &  P. 


Idaho  Power 
Indianap.  P.  &  L. 
Ky.  Utilities 
Long  Isl.  Ltg. 
N.E.  Gas  &  El. 
Niagara  Mohawk 
No.  States  Pwr. 
Ohio  Ed. 
Orange  &  Rock 
Phiia.  Elec. 
Southern  Co. 
Texas  Util. 


PLUS  ■  2-month  trial  subscription 
to  Babson's  Weekly  Reports. 
At  half  price  —  only  $5.00.  Mail 
this  coupon.  Your  nnoney  back  if 
not  entirely  satisfied. 


_^^^k^        .  .  ,  Dept.  F-S95 

4m^  babson  s 
reports  inc. 

Wellesley  Hills,  Mass.  02181 

FOUNDED  IN  1904  BY  ROGER  W    BABSON 


Please  send  40  Low-Priced 
&   25   Utilities  and   2-months' 
$5.00  enclosed. 

Nan-io 

Stocks 
trial. 

Sirppt  A  Nn 

Citi/ 

.StatP 
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_     This  subscription  will  not  be  assigned 


Options  For 
Orphans? 

There  will  be  a  new  mutual  fund 
out  this  month  that  will  do  a  lot  of 
trading  in  call  options.  Those  pieces 
of  paper,  now  trading  on  several  ex- 
changes, give  you  the  right,  for  a 
price,  to  buy  a  stock  at  a  certain  price 
within  a  certain  period,  usually  nine 
months.  Because  of  their  volatility 
and  high  leverage,  call  options  are  a 
gambler's  delight. 

But  if  you're  a  speculator,  stop 
drooling.  This  fund  isn't  for  you.  It's 
designed  for  safety-oriented  investors 
—not  exactly  widows  and  orphans  but 
close  to  it. 

Options  for  orphans?  The  fund. 
Money  Market/ Options  Investments, 
is  being  brought  out  by  the  former 
John  P.  Chase  money  management 
organization  (Forbes,  Feb.  1,  1975), 
now  a  part  of  the  Phoenix  Mutual 
Life  Insurance  Co.  and  renamed  the 
Phoenix  Investment  Counsel  of  Bos- 
ton. Phoenix  manages  $400  miUion  in 
mutual  funds  and  private  accounts. 

The  fund  is  the  brainchild  of  Rob- 
ert C.  Merton,  professor  of  finance 
at  Massachusetts  Institute  of  Tech- 
nology, and  Myron  S.  Scholes,  a  fi- 
nance professor  and  acting  director 
of  the  University  of  Chicago  Business 
School's  Center  for  Research  in  Se- 
curity Prices.  Eighteen  months  ago, 
as  the  stock  market  plummeted,  the 
two  professors  asked  themselves  this 
question:  How  could  an  investor  par- 
ticipate in  a  bull  market  and  yet  have 
strong  downside  protection?  What 
kind  of  portfolio  would  best  achieve 
this?  They  came  up  with  their  an- 
swer and  sold  Donaldson,  Lufkin  & 
Jenrette  on  the  idea  (the  two  were 
DLJ  options  consultants),  which  in 
tvu-n  sold  it  to  Phoenix. 

The  fund  works  like  this:  Ten  per- 
cent of  its  assets  will  go  into  call  op- 
tions, the  rest  into  very  high-grade 
money-market  instruments,  nunc  of 
whose  maturities  can  exceed  18 
months  and  whose  average  maturity 
probably  won't  exceed  nine  months. 
"That  way,"  says  Merton,  'if  interest 
rates  really  go  up,  the  fund  will  con- 
vert itself  into  a  higher  yield  fairly 
quickly"  and  limit  any  loss  of  princi- 
pal as  well. 

The  fund  is  to  be  restructured  ev- 
ery six  months  (in  April  and  Novem- 


42-page  Report  tells 

how  to  start  a 

Danforth  Associates 

managed  portfolio 

with  $5,000  or  more 

If  you  have  from  $5,000  to  $50,000 
cash  or  securities  which  you  want  to  inv« 
in  common  stocks  for  potential  capit 
growth  and  greater  income,  it  should  I 
worth  your  while  to  find  out  how  Danfor 
Investment  Management  could  work  for  >  ( 
For  a  complimentary  copy  of  a  42-p,, 
descriptive  Report  which  includes  the  fi 
19-year  "Performance  Record"  of  all  fun 
under  management,  simply  write  Dept  E- 

THE  Danforth  Associate 
Wellesley  hills.  Mass.,  us  a  om 

Investment  Management    .    Incorporattd  19 


phelps 
daduB 

162nd   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  %oofd  of  Directors  of 
Phelps  Dodge  Corpora/ion  fias 
declared  a  quarterly  dividend 
of  55(  per  share  on  its  capital 
stock  payable  March  10,  1976 
to  stockholders  of  record  at  the 
close  of  business  on  February 
20,  1976. 

ROGER  C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 
February  4,  1976 
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SOUTHERN  NATURAL' 
RESOURCES,  INC. 

Birmingham,  Alabama 

Common  Slock  Dividend  No.  11 

A  regular  quarterly  dividend  <> 
41 V4  cents  per  share  has  been  i\c 
dared  on  the  Common  Stock  o 
Southern  Natural  Resources,  liu 
payable  March  12,  1976  to  stocfc 
holders  of  record  at  the  close 
business  on  February  27,  1976. 

RONALD  L.  KUEHN,  )| 
Secretary 

Dated:  l.inuary  30,  ^'^7(^ 
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ber)  to  maintain  at  least  a  90/10 
ratio.  Say,  in  April,  the  fund  has 
$100  and  puts  $10  into  options.  If 
that  $10  disappears  in  a  week,  the 
fund  cannot  tap  the  portfoho  for  more 
option  money  until  November,  and 
then  only  10%  of  that.  Thus  an  in- 
vestor isn't  likely  to  lose  more  than 
20%  of  his  money  in  any  one  year; 
if  it  happens  to  be  a  year  when  in- 
terest rates  are  high,  say  9%,  his  over- 
all loss  would  be  only  11%.  (By  con- 
trast, the  average  stock  mutual  fund 
lost  30%  in  1974.) 

That's  the  way  the  downside  pro- 
tection works.  How  about  the  upside 
potential?  The  offering  prospectus 
concedes  that  the  fund  may  lag  the 
market  when  the  market  is  going  up 
because  the  cost  of  the  options  will 
eat  into  the  profits.  As  Merton  says: 
"You're  paying  something  for  that 
downside  protection  insurance  fea- 
ture. This  is  no  go-go  fund." 

The  upside  potential  will  be  fur- 
ther limited  by  the  considerable  de- 
gree of  diversification  the  sponsors 
plan.  Thus  big  gains  in  some  options 
would  be  diluted  by  losses  or  very 
small  profits  in  others.  But  then,  big 
profits  are  not  the  goal. 

Still  can't  buy  the  notion  of  being 
conservative  and  buying  options?  We'll 
leave  the  last  wcM-d  with  Columbia 
Graduate  School  of  Business  Profes- 
sor Roger  F.  Murray.  Murray,  a  suc- 
cessful investor  and  onetime  chief 
economist  and  chief  institutional  mon- 
ey manager  for  Bankers  Trust  Co.,  is 
one  of  the  most  respected  money  men 
in  the  country,  and  he  makes  a  strong 
case  for  options  (Forbes,  Oct.  1, 
1975).  "For  example,  convertible  se- 
curities' carefully  managed  in  a  diflB- 
cult  market  present  exceptional  op- 
portunities. [Take  Merck.]  I  put  to- 
gether $100,000  of  commercial  paper 
or  Treasury  bills,  which  is  my  fixed 
component,  and  I  buy  nine-month 
calls  on  \^erck  ...  I  roll  over  my  calls 
or  my  bills,  and  I  have  a  beautifvil 
convertible  ...  if  the  calls  expire 
worthless,  there's  a  dam  good  chance 
Merck  is  selling  at  62  and  not  72— 
meaning  I'd  have  lost  more  money 
buying  the  stock  than  buying  the 
calls.  They're  a  valuable  mechanism." 

It's  an  interesting  concept— safety 
through  a  degree  of  risk-taking.  It 
is,  however,  an  untested  concept.  A 
great  deal  depends  on  how  well  the 
Phoenix  people  handle  the  option  part 
of  the  portfolio.   ■ 


The  aircraft  industry  knows  us. 
The  automotive  industry  knows  us. 
The  petroleum  industry  knows  us. 
The  construction  industry  knows  us. 
The  paper  industry  knows  us. 
Even  the  shoe  polish  industry  knows  us. 

Shouldn't  you  know  us? 

Today,  80  of  the  world's  airlines  use  our  polyurethane  Alumigrip®  paint  system. 
Today,  virtually  every  model  produced  by  Detroit's  Big  Four  carries  one  of  our 
products. 

Today,  our  Prufcoat"  anti-corrosive  coating  is  one  ot  the  leading  protective 
coatings  used  for  refineries  and  ofF-shore  rigs. 

Today,  we're  the  largest  manufacturer  of  bridge  coatings  in  the  world. 
Today,  we've  created  a  high  solids  coating  that  can  be  cured  at  half  the  normal 
temperature.  Which  can  save  enormous  amounts  of  energy  in  the  future. 
Today,  we  are  opening  up  paper  and  printing  industries  to  water-base  resins. 
The  shoe  polish  industry  is  changing  to  our  water-base  polymers.  We've  devel- 
oped systems  by  which  people  choose  color  that  is  compatible  with  them. 
Today,  we  hold  a  patent  on  a  process  to  manufacture  powder  paint  ™,/,^ 

which  may  become  one  of  the  important  developments  >    ^ 

in  the  coating  industry  in  decades. 
We've  just  declared  our  47th 
consecutive  quarterly  dividend. 
In  addition  a  5% 
stock  dividend 
has  been  declared  /^. 
which  increases 
total  stock  dividends  to 
58%  since  1965.  Roth 
dividends  are  payable 
January  30th  1976  to 
shareholders  of  record 
January  9th  1976. 
if  you  don't  know  us,  dt)n't 
you  think  it's  time  you  did? 
R)r  an  annual  report  that  tells 
you  who  we  are  and  what  we 
do,  write  us:  345  Park  Avenue, 
NewYork,N.Y.  10022. 

Grow 
Chemical 

We  have  the  Future  Covered. 
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Consecutive  dividend 
payments  since  1909. 


A 


DIVIDEND  NOTICE 

A  regular  quarterly  dividend 
at  the  rate  of  50$  per  com- 
mon share  was  declared 
February  25,  1976  and  will  be 
paid  May  7,  1976  to  stock- 
holders of  record  April  2, 
1976. 

Regular  quarterly  dividends 
on  all  preferred  stock  were 
also  declared  payable  April 
1,  1976  to  holders  of  record 
March  5,  1976. 

Mark  W.  Putney 

Senior  Vice  President 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 

Des  IVIoines,  Iowa  50303 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '^  rnll- 
lion  dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  toll  free  800-S27-26S4  except  from  Teios 


Readers  Say 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

ACCRUED  EQUITIES,  Inc.     (Since  1954) 

Write  F.V.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 


(Continued  from  page  12) 

somebody  said  it  in  plain  English- 
loud  and  clear. 

—Ann  Landers 

Field  Newspaper  Syndicate 

Chicago,  111. 

Gold,  Again 

Sir:  Re  Stanley  Angrist's  article 
("What  The  Gold  Bugs  Forgot," 
Feb.  I),  I'm  puzzled  by  the  rather 
lavish  amount  of  editorial  space  that 
is  accorded  this  metal  if,  in  the  minds 
of  its  critics,  it  has  so  little  value. 
Maybe,  just  maybe,  there's  enough  in- 
terest in  it  to  present  another,  more 
moderate,  point  of  view. 

—Joseph  J.  Honick 

Director,  Corp.  Communications, 

Monex  International 

Newport  Beach,  Calif. 

Sir:  Gold  is  only  another  commod- 
ity. The  strength  of  the  U.S.  is  in  its 
productive  capacity,  its  rich  and  mas- 
sive agricultural  capability,  and  the 
soundness  of  its  financial  and  com- 
mercial institutions. 

—Robert  A.  Ragan 
Charlotte,  N.C. 

Sir:  Cancel  my  subscription.  My 
biggest  objection  to  you  is  your  com- 
plete misunderstanding  of  inflation. 
The  world  will  have  to  return  to  a 
gold  standard,  but  I  would  be  just 
as  much  in  favor  of  a  crystal  chan- 
delier standard— as  long  as  there  is  a 
standard. 

—Gene  Hest 
Pompano  Beach,  Fla. 

Pay  Cut  For  Brown? 

Sir:  Governor  Jerry  Brown  {Other 
Comments,  Feb.  1 )  says,  "If  work  is 
interesting  and  challenging,  people 
should  be  paid  less.  .  .  .  Those  are  the 
people  who  get  their  psychic  rewards. 
..."  Is  it  wrong  to  like  one's  job  and 
receive  good  pay  for  it?  How  about 
reducing  the  good  Governor's  salary 
to  $4,500?  For  one  who  gets  "psychic 
rewards"  daily,  surely  this  amount 
will  cover  essentials. 

-Michael  T.  Bucci 
Ventnor,  N.J. 

The  Rich ... 

Sir:  Re  your  comments  about  Las 
Vegas  {Fact  ir  Comment,  Feb.  I).  I 
was  unaware  of  your  good  luck  with 
the  slot  machines.  Alas,  as  the  saying 
goes,  "The  rich  get  richer  and  the 
poor  get  more  kids!" 

—Fred  Bennincer 

Chairman, 

MGM  Grand  Hotel 

Las  Vegas,  Nev. 


Janet  and  other  mem- 
bers of  her  boating  club 
volunteer  to  take  kids  from 
the  inner  ciry  out  to  have  fun. 
And  to  learn  water  safety. 

She  believes  it  may  help 
those  kids  grow  as  people. 
She's  sure  it's  helping  hen 

That's  the  way  it  is 
when  you  volunteer  You  start 
out  to  help  people.  And  soon 
find  that  the  time  you  give  is 
precious  and  enriching  for  you 
as  well. 

We  can  help  you  find 
organizations  in  your  town 
that  really  need  you.  Call  the 
Voluntary^  Action  Center 
where  you  live.  Or  write: 
"Volunteer",  Washington, 
D.C.  20013. 

If  you  can  spare  even  a 
few  hours  a  week,  why  not 
spend  them  feeling  ten 
feet  ta  11.^       ^r^^ 

\bliinteen 

The  NatK^na'  Center  br\t>luntar>'  ActKin 


(jOOKN 


A  I\jB*C  SarWQ*  tf  Hrt  rUmiBM  I  TTw  A«««rtan« Cot^cri 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  fXfcutive  type  |>«iHun,  U.K. 
ln^<.  and  xtocklirnkers.  Opcrnte  from 
a  (llltnlfieri  profcMHloniil  office.  Cll- 
I'lit.s  ronie  to  you  for  Venture  C«pl- 
tiil  AsNiHtance.  MuHt  lie  ninrrrr  with 
well-rounded  l)UKineiiii  linrkground. 
In.stant    Hi    income    for    ritthl    juMson 

$U.S.45,OOOCash  Will  Hondle 

For  dtltils  writ*  D«pl.  21,  Compuitr  Cipiltl  Coip  . 

6922  Hollywood  Blvd.,  Lot  AnnUt,  Ctllf    90078 

Ctll  Mr.  Vin:  (213)  463  4841 
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Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  F8, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me_ 
check  for. 


_Forbes  Slip  Cases.  My 
is   enclosed. 


Prices:  $4.95  each,   3  for  $14,   6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1   per  cose  for 
postage  and  handling. 


Name. 


(please  print) 


Address. 


City. 


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 
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,  ,  on  the 

Thoughts . . .  Business  of  Life 


1  l()\c  Id  tliink  of  nature  as 
an  unlimited  broadcasting  station, 
tlnon^li  which  Cod  speaks  to  us 
c\  cry  iu)ur,  if  we  will  only  tune  in. 
George  Washington  Carver 


A  friend  who  at  a  pinch  cannot 
renieniher  a  thing  or  two  that  never 
happened  is  just  as  bad  as  one  who 
docs  not  know  how  to  forget. 
Samuel  Butler 


If  a  friend  tell  thee  a  fault, 
imagine  always  that 
he  telleth  thee  not  the  whole. 
Thomas  Fuller 


When  a  man  lives,  he  lives 
and  does  not  see  himself.  .  .  . 
With  different  persons,  he  may  be 
quite  a  different  individual. 
Pirandello 


The  pious  and  just  honoring 
of  ourseKes  may  be  thought  the 
fountainhead  from  whence 
e\  ery  laudable  and  worthy 
enteiprise  issues  forth. 
John  Milton 


You  can't  achieve  anything 
without  getting  in  someone's  way. 
You  can't  be  detached  and  effective. 
Abba  Eban 


To  be  nobody-but-myself— 
in  a  world  which  is  doing  its  best, 
night  and  day,  to  make  you 
everybody  else— means  to  fight 
the  hardest  battle  which  any 
human  being  can  fight,  and 
never  stop  fighting. 

E.  E.  CUMMINCS 


Laughter  is  not  a  bad  beginning 
for  a  friendship,  and  it  is 
the  best  ending  for  one. 
Oscar  Wilde 


There  is  something  in  humility 
which  strangely  exalts  the  heart. 
St.  Augustine 


Friendship  consists  of 
a  willing  ear,  an  understanding 
heart  and  a  helping  hand. 
Frank  Tyger 


The  man  who  tcouJd  succeed 
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The  Rich  Life. 


More  and  more  it's  being 
rediscovered  these  days.  By  the 
young  and  not  so  young  who  are 
getting  back  to  the  land.  Back  to 
nature  and  the  country  and  to 
freedom.  Where  America  grew  up. 

These  are  our  kind  of  people. 

We're  United  Telecom, 
operating  the  3rd  largest 
telephone  system  in  the  nation. 
We  serve  millions  of  people  in 
nearly  3,000  communities  across 
America.  All  are  rural  or 
suburban.  None  is  over  65,000 
population.  All,  rich  in  their  way. 

Which  puts  us  in  mind,  in  this 
special  year  for  our  nation,  of  the 
people  who  built  it.  And  of  the 
enterprise  system  based  on 
freedom  that  encouraged  their 
achievement,  instead  of  stifling  it. 

Perhaps  this  ripple  back  to 
the  country  represents  a  quiet 
yearning  for  the  freedoms  oi 
another  time. 

Perhaps  it's  a  signal,  for  all  of 
us  who  care,  to  stand  up  for 
freedom. 

Again. 


United  telecom  ■■■ 

United  Telecommunications.  Inc     HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United 


imunications,  Inc  .  PC  Box  11315,  Plaza  St.ition.  Kansas  City,  Missouri  64II2 


You  can  use 


air  freight  inoi*e  efficiently 
when  you  know  more  about  it 


I 


AIR  FREIGHT 


T  WA's  made  it  easier 
to  understand  air  freight  ^^^Jggj^ 


Air  freight  —  it's  the  uncomplicated  way  to  ship 
goods.  It's  also  one  of  the  most  Innovative,  yet 
least-used  management  tools  available. 

You  don't  have  to  be  an  air  freight  expert  to  benefit 
from  its  use.  But  you  should  know  a  little  more  than 
you'll  ever  learn  if  you  use  air  only  for  occasional 
rush  or  emergency  shipments. 

TWA  has  prepared  a  special  booklet  for  the  exec- 
utive who  feels  a  responsibility  lo  investigate 


whether  his  company  could  profit  from  a  wider, 
more  regular  use  of  air  freight.  "How  To  Get  The 
Most  Out  Of  Air  Freight"  Is  brief,  to-the-point  and 
written  in  everyday  English. 
"How  To  Get  The  Most  Out  Of  Air  Freight"  shows 
you  why  more  companies  all  over  the  world  are 
turning  to  air  freight.  And  maybe  why  your  com- 
pany should  be  using  It  too.  Send  today  for  your 
copy.  It  could  prove  to  be  some  of  the  most  profit- 
able reading  you  do  all  year. 


TWA  AIR  FREIGHT 
PC  Box  25 
Grand  Central  Station 
New  York.  NY     10017 

'  I'm  interested  in  learning  if  air  freight  could  be  beneficial  to  my  company, 
oase  send  me  a  copy  of  "How  To  Get  The  Most  Out  Of  Air  Freight." 
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Food  For  Thought 

The  smart  businessman  pays  as  much  attention  to  changing  social  cus- 
toms and  tastes  as  to  economic  trends.  He  knows  that  in  a  consumer  econ- 
omy like  ours,  shifts  of  demand  wdthin  the  economy  can  be  as  important 
as  the  direction  of  the  economy  itself.  For  example,  retailers  who  caught 
the  social  and  economic  significance  of  the  post-World  War  II  nio\e  to 
the  suburbs  prospered;  those  who  stayed  in  only  the  cities  fell  behind. 
Companies  that  figured  the  baby  boom  would  go  on  forever  were  in  trou- 
ble when  small  families  suddenly  became  the  \ogue.  Women  changed 
their  life-styles  and  Tampax  replaced  Kotex.  Detroit  at  first  ignored  the  shift 
to  smaller  cars,  and  Volkswagen  and  the  Japanese  walked  off  with  a  big 
piece  of  the  U.S.  market. 

It's  an  ability  to  sniff  out  these  social  trends  and  to  capitalize  on  them 
that  enables  some  companies  to  beat  the  economic  tides. 

We're  reminding  you  of  all  this  so  you  will  understand  wh\  the  edi- 
tors of  Forbes  decided  to  devote  nine  pages  in  this  issue  to  the  subject 
of  the  changing  eating  and  cooking  habits  of  the  American  people.  Is  this 
a  business  subject?  You  can  bet  your  pots  and  pans  it  is.  As  Senior 
Editor  Frank  Lalli  shows,  Americans  today  think  of  cooking  in  a  \er\ 
difterent  way  than  they  did  a  generation  ago,  and  the  difference  is  impact- 
ing everything  from  retailing  to  homebuilding.  Lalli  was  assisted  on  the 
story  by  Reporter-Researchers  Alison  Stolzman  and  Sally  Koris  plus  picture 
researcher  Ruth  Rothstein.  The  story  starts  on  page  24. 

Along  the  way,  Lalli— more  a  gourmand  than  a  gourmet— picked  up  a  few 
hints  on  how  to  buy  fruits  and  vegetables.  The  information  didn't  fit  into 
the  story,  but  we  thought  it  might  be  useful  to  our  readers  all  the  same. 
The  source:  San  Francisco  TV's  Greengrocer,  61 -year-old  Joe  Carcione. 
A  Carcione  sampler:  Avoid  carrots  with  large,  discolored  cores— they  will 
be  "woody";  pick  broccoli 
with  compact,  dark-col- 
ored heads;  look  for  com 
with  fresh  green  husks  and 
milky  kernels;  buy  mush- 
rooms with  closed  caps, 
and  seek  spinach  with 
large,  dark  leaves.  In  fruits, 
buy  with  your  eyes  and 
nose.  Avoid  cherries  with 
dark  stems;  also  pass  up 
shiny  grapes,  because 
they  have  been  handled 
too  much.  An  exception  is 

oranges;  forget  the  color  and  pick  those  that  are  firm  and  heavy  for  their' 
size.  Carcione  also  has  more  exotic  advice  for  picking  eggplants.   He  says 
to  rub  two  together;  if  they  squeak,  they're  fresh.   But  when  a  Brooklyn 
housewife  tried  that,  her  wisecracking  produce  man  said:   "What  arc  \ou 
trying  to  do?  Make  baby  eggplants?" 

No,  the  man  in  the  picture  above  is  not  the  same  one  who  appears  on 
our  cover-though  the  pose  is  the  same.  The  man  on  the  coNcr  is  Honn 
Stark,  a  professional  model.   This  one  is  our  Art   Director  Ed   WergcKs 
Wergeles   wanted    to    make    sure    noted    food    photographer    Paul    W<'IKi 
grasped  our  concept  for  the  cover.  To  show  him,  Wergeles  posed  himsrll 
Conclusion:  An  idea  man  Wergeles  may  be;  a  model  he  is  not.  ■ 


Art  Director  Ed  Wergeles  as  food  model. 
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"\^^rci\  Shepherd,  M2Li\aLger  of  Stanley 

Ibols' new  l^nnessee  plant,  rates  their 

stairt-up  experience  as  excellent. 

But  let  him  tell  you  about  it." 


"When  a  plant  has  a 
good  start-up  there  are 
obviously  a  number  of 
factors  responsible.  In 
our  case,  it  goes  back 
to  the  job  our  site  selec- 
tion task  force  did  in 
selecting  this  location 
in  the  first  place. 
Shelbyville  and  Ten- 
nessee have  everything 
we  need:  an  excellent 
community,  a  favorable 
tax  structure,  abun-       ' 
dant  resources,  a  fine  trans- 
portation network  and  good  labor. 

It\dustri2j  Tradning  Service 

"One  of  the  most  important 
factors  has  been  the  State's 
Industrial  Training  Service.  Not 
long  after  we  decided  to  move 
here,  I.T.S.  sent  a  group  to  our 
New  Jersey  plant  to  begin  pre- 
paring a  training  program.  They 
shot  slides,  made  videotape  and 
interviewed  many  of  our  people. 

"After  preparing  a  complete 
set  of  training  materials,  they 
made  arrangements  for  us  to 
conduct  classroom  orientation 
and  training  at  the  State  Vo-Tech 
School  right  here  in  town.  Then, 
they  rented  another  building  in 
which  they  installed  some  of  our 
machines,  so  we  could  even  con- 
duct operator  training  while 
our  plant  was  still  being  built. 
As  soon  as  the  building  was 
finished,  they  brought  the 
machinery  to  the  plant  and 
reinstalled  it. 


the  training  pro- 
gram has  been  the 
post-start-up  phase,  for  which 
the  State  brought  in  some  expe- 
rienced people  off  the  line  in  our 
New  Jersey  plant  to  work  with 
.the  new  people  here.  This 
enabled  us  to  bring  our  produc- 
tivity level  up  quickly  to  the 
point  where  we  could  compete 
favorably  with  our  other 
plants. 

"It's  obvious  that  the  work  of 
Tennessee's  Industrial  Training 
Service  has  been 
worth  thousands  of 
dollars  to  us,  but  it 
has  cost  us  nothing 
—  and  that's  hard  to 
beat. 


fill  our  transportation,  labor  and 
resource  needs,  of  course.  But 
they  were  also  looking  for  some- 
thing else  —  a  community  that 
wanted  us,  and  one  in  which  our 
management  people  would  want 
to  live.  After  their  visit  here,  they 
felt  so  sure  that  this  was  the  right 
place  they  changed  the  name  of 
the  project.  It  had  been  known 
by  the  rather  sterile  designation, 
'Project  H'.  They  changed  it  to 
'Project  Volunteer',  referring  to 
the  'Volunteer  State',  and  made 
up  some  decals  proclaiming  the 
new  name. 

^^sheR^fviie 

"I  was  not  a  member  of  the  site 
selection  task  force,  but  I  heartily 
concur  with  their  findings.  While 
every  plant  start-up  has  its  head- 
aches, I  can  say  without  qualifi- 
cation that  our  experience  in 
Tennessee  has  been  excellent." 

For  more  information  on  Tennes- 
see's many  advantages  for 
industry,  Just  let  us  hear  from 
you.  Use  the  coupon  provided, 
or  call:  (toll  free)  800-251-8594. 
^ ^ 

F.  B.  Harris,  Tennessee  Industrial  Development  Division 
1004  Andrew  Jackson  Bldg.  Dept.  FB-1,  Nashville,  TN  37219 

Please  send  me  information  about  Tennessee's  advantages  for 
business  and  industry. 

Name  and  title 


'We  were 
able  to  make 
our  first  product 
shipment  exactly 
one  year  after  we 
broke  ground,  and 
I  think  that's  pretty 
good. 

Post-stadt-up 
Training 

One  of  the  most 
helpful  phases  of 


The  Right 
Location 

"Our  task  force 
who  selected  Shelby- j 
ville,  Tennessee  as 
the  site  for  this  plant 
were  looking  for  a 
place  that  would  ful- 
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City. 


State. 
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l^iinessee 

Business  is  good. 


'Stanley  Tools  is  a  Division  of  The  Stanley  Works,  New  Britain,  Conn.,  a  leading  manufacturer  of  a  broad  line  of  hand  tools,  hardware  and 
drapery  hardware  widely  used  in  the  home  for  do-it-yourself  projects  and  by  the  construction  trades.  Stanley  also  produces  automatic  doors, 
power  tools,  radio  controlled  garage  doors,  industrial  storage  cabinet  systems  and  other  products  for  commercial  and  industrial  markets. 


Insurin 


American  companies  do- 
ing business  abroad  usually 
want  insurance  that  matches 
their  domestic  coverage*  But 
insurance  overseas  is  atangle 
of  widely-varying  practices 
that  often  differ  sharply 
from  U»S»  standards* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  concepts  and  principles  of  insurance 
and  risk  management  are  essentially  the  same 
everywhere  in  the  world.  But  with  the  globe 
now  under  the  sovereignty  of  142  independent 
nations,  variations  in  insurance  practices  and 
policies  worldwide  are  enormous. 

Among  the  difficulties  this  can  present  to 
American  companies  with  international  inter- 
ests, language  barriers  are  only  the  beginning. 
Others  include: 

•  Over  100  different  currencies,  with  at- 
tendant problems  of  stability  and 
convertibility. 

•  Wide  differences  in  business  law  and 
customs. 

•  Varying  degrees  of  political  and  social 
stability. 

•  The  restrictive  influence,  in  some  coun- 
tries, of  intense  nationalism. 


•  Great  variations  in  insurance  laws  and 
government  regulation,  policy  forms 
and  perils  insured  against. 

•  Loss  prevention  and  control  capabilities 
which  range  from  advanced  to  non- 
existent. 

For  the  increasing  numlxT  of  American 
companies  owning  factories,  warehouses  or  re- 
tail outlets  abroad,  international  insurance  is  a 
necessity— as  it  is  for  exporters,  imjx)rters  and 
even  business  travelers.  Fortunately,  despite 
the  maze  of  regulations,  there  is  a  simple  way 
to  write  most  risks  to  American  standards. 

A  prirriiiry  source 
for  international  insurance 

Usually  working  through  an  agent  or 
broker  ( many  of  which  have  their  own  netwcM  k 


Abroad 


of  correspondent  brokers  overseas),  a  company 
can  place  its  overseas  business  with  a  property 
and  liability  insurance  company  that  has  exten- 
sive on-the-spot  representation  in  foreign  mar- 
kets. International  services,  including  claims, 
loss  control  and  prevention  and  other  facilities, 
are  generally  equal  to  those  offered  by  the  same 
company  at  home. 

In  effegt,  such  an  insurance  company  can 
Hecome  the  primary  source  for  a  complete 
,v\orldwide  insurance  program.  This  can  in- 
clude property,  casualty,  marine,  automobile 
and  group  insurance,  as  well  as  worker's  com- 
■^ensation  and  builders  risk  and  surety. 

This  does  not  mean,  of  course,  that  the 

'"rimary  insurer  will  write  all  the  policies  re 

lired.  The  underlying  policies  may  be  issued 

V  insurance  companies  operating  in  the  local 


markets.  They  will  be  supervised  and  coordi- 
nated, however,  by  representatives  of  the 
American  insurer. 

Most  important,  the  variations  between 
insurance  standards  in  the  U.S.  and  those 
abroad  can  be  adjusted  via  a  master  policy 
known  as  a  "Difference  in  Conditions"  policy. 
Written  by  the  American  insurer,  this  policy 
can  make  the  entire  international  program  uni- 
form with  domestic  coverage. 

The  master  policy,  it  should  be  noted,  is 
usually  for  the  benefit  of  the  parent  company 
and  is  ordinarily  written  at  its  expense. 

As  a  fuller  discussion  of  international  in- 
surance from  an  objective  standpoint,  INA 
has  prepared  a  booklet  entitled,  "Insuring 
Abroad:  Some  Professional  Considerations!' 
Copies  may  be  requested  by  writing  INA 
Corporation,  1600  Arch  Street,  Philadelphia, 

Pa.  19101. 

*       *       * 

The  Insurance  Company  of  North  Amer- 
ica was  founded  in  Independence  Hall,  Phila- 
delphia, in  1792.  Today  INA  and  its  affiliated 
companies  operate  around  the  world  with  ma- 
jor interests  in  property  and  casualty  insurance, 
marine  insurance,  life  and  group  insurance, 
reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 


Insurance  Professionals 


'Xall 
OPPD 


And  ask  for  Tom  Gage 

Tom  is  our  industrial 
development  expert.    He  will  tell 
you  that  Omaha-Southeastern 
Nebraska  is  loaded  with 
dependable  electric  power  at 
reasonable  rates.    OPPD's  Fort 
Calhoun  nuclear  generating  plant 
has  been  on-line  for  two  years, 
producing  an  additional  half 
million  kilowatts.   And  we're 
building  a  powerful  future.   We'll 
have  a  fossil-fuel  unit  for 
production  in  1979  and  another 
nuclear  unit  for  1983.   If  you  want 
a  site  with  plenty  of  power,  Tom 
can  steer  you  into  any  number  of 
attractive  locations.    He  won't 
waste  your  time  with  generalities 
but  will  concentrate  on  delivering 
the  specific  facts  and  figures  you 
need  for  your  decision.  Send  the 
coupon,  or  give  Tom  a  call  at 
(402)  536-4347. 

for  abundant 
power  at 
reasonable  rates/' 


Omaha  Public  Power  District 

Member.  Mid-Continent  Area 
Power  Pool 

Tom  Gage,  Manager  of  Area  2-03  I 

Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska 


Name 
Tiiie_ 


Company 
Address  — 
City 


Trends  &Tangents 


Foreign 


I  Slate Zip j 


What  We  Do  Ask... 

An  interesting  note  of  the  times  in 
Britain  was  Prime  Minister  Harold  Wil- 
son's recent  plain  talk  to  workers  in 
that  country's  troubled  automobile  in- 
dustry. After  assuring  labor  that  the^ 
government's  bailouts  of  British  Ley- 
land  Motors  and  Chrysler  U.K.  did 
not  mean  that  workers  would  receive 
less  money,  work  longer  hours  or  face 
poorer  employment  terms,  Wilson 
bluntly  stressed  just  what  the  settle- 
ment plans  did  mean:  "What  we  do 
ask— what  we  have  the  right  to  ask— 
is  that  the  work  force  concerned, 
knowing  that  their  jobs  have  been 
saved  only  by  govemment  interven- 
tion, should  cease  to  follow  the  very 
course  which  placed  those  jobs  in 
jeopardy  in  the  first  place." 

Some  Stuff,  Snuff 

Be  it  truly  good  for  catarrh  and 
sinus  conditions  (as  some  doctors  be- 
have) or  not,  snuff  in  all  its  pow- 
dered, blended,  perfumed  and  men- 
tholated forms  is  very  popular  with 
the  British.  All  told,  500,000  Britons 
buy  170  tons  of  it  every  year  at  $1.50 
to  $2.50  an  ounce.  Lawyers,  who  can't 
smoke  in  court,  and  miners,  prohibit- 
ed from  smoking  underground,  are  by 
far  the  biggest  users. 


Business 


New  York  Horse  Census 

New  York  State  now  has  about 
300,000  horses,  including  2,000  on 
Manhattan  Island.  That's  one  horse 
per  60  state  residents,  or  almost  as 
many  horses  as  Wyoming,  the  buck- 
ing horse  state,  has  people.  Most 
New  York  State  horses  are  used  for 
pleasure  riding.  But  New  York  also 
ranks  first  among  the  states  in  total 
racing  days,  attendance  and  reveinu's. 
Last  year,  taxes  from  harness  and 
thoroughbred  racing,  including  Off- 
Track-Betting,  enriched  the  state  trea- 
sury by  $183  million. 

A  Golden  Fleece? 

A  wristwatch  for.  $14,000?  Appar- 
ently, that  is  what  "accuracy  to  with- 
in three  seconds  a  year"  is  worth  to 
12  people  who  ordered  the  quart/ 
crystal  oscillator  timepiece,  the  Mega 
Crystron.  It  is  the  flashiest  in  a  watch 
line  to  be  introduced  in  the  U.S.  this 
spring  by  Japan's  Citizen  Watch  Co. 
But  Citizen's  major  U.S.  marketing 
eff^ort  will  be  put  into  digital  watches, 
which    the    company    expects    to    ac- 


count for  20%  of  all  watches  sold  in 
the  U.S.  by  1980. 

Middle-Income  Assistance 

Colleges  these  days  are  not  totally 
deaf  to  the  cries  of  middle-class  par- 
ents trying  to  finance  the  education  of 
their  young.  Where  a  $20,000  fam- 
ily income  used  to  be  the  limit,  toda\ 
a  handful  of  $30,000-and-up  families 
are  getting  some  scholarship  help 
from  high-cost  private  colleges. 


Washington 


Your  Tax  Dollars  At  Work 

Potential  felons  will  be  heartened 
to  hear  that  less  than  half  of  the 
crimes  they  commit  will  e\er  bo 
"worked  on"  by  state  and  local  police, 
and  that  most  felonies  re\iewed  by 
law  enforcement  officials  recei\e  less 
than  one  day's  attention.  A  study  re- 
cently completed  by  the  Rand  Cor- 
poration for  the  Law  Enforcement  As- 
sistance Administration  reported  that, 
despite  the  $12.9  billion  spent  last 
year  for  law  enforcement,  most  serious 
crimes  get  "no  more  attention  than 
the  reading  of  the  initial  incident  re- 
port." And  in  those  that  are  investi- 
gated, police  go  through  the  motions 
of  fingerprinting  and  (}uestioning 
witnesses  onlv  to  satisfv  the  victim.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 
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I     New  Address: 

I 
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City 


State 
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FORBES,    MARCH    15.    1076 


Like  you, 
everyone's  concernea  about  productivity 

tliese  days. 

Here's  wiiat  52  of  America's 

100  largest  corporations 

are  doing  about  it. 


It's  the  perennial  dream  of  business:  to  increase 
output  and  profits  without  the  need  for  capital  investment 
or  increased  overhead.  In  short,  by  improving  the  pro- 
ductivity of  your  most  important  resource  of  all:  People. 

Today,  though,  it's  not  enough  just  to  dream 
about  it.  With  the  multiple  economic  uncertainties  we 
face  in  1976,  it's  a  must.  The  only  question  is  how. 

52  of  the  100  largest  corporations  in  America 
have  found  a  way.  Along  with  hundreds  of  other  com- 
panies in  37  countries  throughout  the  world. 

They've  found  a  way  to  help  their  key  people 
solve  problems  faster . . .  and  make  surer  decisions.  To 
do  the  right  thing  more  of  the  time.  And  the  wrong  thing 
less  of  the  time.  A  way  that  works  for  everyone  from  high 
echelon  executives  to  first-line  managers. 

And  it's  all  the  result  of  a  process  of  thinking. 
The  Kepner-Tregoe  process. 

Proved  by  major  companies  around  the  world. 

Developed  just  17  years  ago,  today  it  is  used  by 
companies  like  Eastman  Kodak,  G.E.,  Ford,  Allied 
Chemical,  IBM,  First  National  City  Bank^ears,  and 
Phillips  Petroleum. 

A  division  of  a  major  U.S.  paper  company  found 
that,  with  the  process,  "Productivity  has  risen  6.2%. 
Our  estimate  of  savings  is  $912,000  for  the  first  year." 

A  major  electronics  firm  faced  a  three-year-old 
quality  problem  on  gold  plated  parts  valued  at  $2,000 
each.  A  supervisor  applied  the  Kepner-Tregoe  process 
and  eliminated  the  problem  with  a  capital  expenditure 
of  $25! 

A  supermarket  chain  was  plagued  with  a  head- 
ache that  was  long  considered  unsolvable  in  their 
industry:  the  rapid  turnover  of  store  managers.  Applying 
the  Kepner-Tregoe  process,  that  turnover  rate  was  cut 
90%  within  the  year! 


The  same  Kepner-Tregoe  process  is  used  by 
government  organizations  like  NASA,  the  U.S.  Navy 
and  HEW.  By  hundreds  of  companies  world  wide. 
Including  Krupp,  Fuji  Industries,  Bank  of  Montreal 
and  Fiat. 

What  is  the  Kepner-Tregoe  process? 

The  Kepner-Tregoe  process  is  the  work  of  two 
advanced  thinkers.  Dr.  Charles  Kepner  and  Dr.  Benjamin 
Tregoe,  who  left  RAND  Corporation  to  pursue  one 
important  goal:  a  process  of  rational  business  thinking 
that  could  be  applied  to  any  problem,  any  decision.  A 
process  that  would  lead  inevitably  to  the  most  productive 
result  —  and  in  the  fastest  time  possible. 

Imagine  what  this  process  could  mean  to  your 
company:  guesswork  and  trial-and-error  being  replaced 
at  last.  Replaced  with  the  hard  logic  of  systematic 
thinking.  With  a  thinking  process  that  gets  right  to  the 
heart  of  the  problem.  That  leads  right  to  the  kind  of 
action  that's  required. 

Last  year,  the  Kepner-Tregoe  process  helped 
increase  productivity  —  saved  measurable  dollars  and 
immeasurable  time  —  for  550  business  and  government 
organizations  throughout  the  world.  Some  day,  every 
company  will  be  using  it  —  just  like  the  computer  and 
copier. 

But  why  wait? 

The  Kepner-Tregoe  process  is  most  practical  for 
companies  with  more  than  100  employees.  If  your 
corporation  meets  this  qualification,  we'll  be  glad  to 
supply  you  with  detailed  information,  w.thout  obligation. 

Just  write  on  your  company  stationery  to  Larry  F. 
Farrell,  Kepner-Tregoe,  Inc.,  Dept.  F-36,  Research 
Road,  Princeton,  New  Jersey  08540.  Or  call  our  toll-free 
number  800-257-9460. 


KEPNER 
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Chief  executives  of  four 
US.  companies  tell  how  their 

plants  in  Puerto  Rico 
boost  profits  and  productivity 


Companies  keep  profits  be- 
cause  of  100%  tax  exemption. 
And  workers  take  pride  in  a  job 
well  done.  Just  two  reasons  why 
manufacturers  are  thriving  on 
this  nearby  U.S.  island. 

THESE  MEN  head  up  four  multina- 
tional companies  with  a  total  of 
108  plants  in  38  countries.  Here,  in 
their  own  words,  are  the  reasons 
Puerto  Rico  rates  so  highly  as  a  manu- 
facturing site. 

Omark  Industries  invests 
$2  million  in  expansion 

Omark  Industries,  a  major  manufac- 
turer of  cutting  chain,  hydraulic 
loaders  and  industrial  fasteners,  began 
operations  in  Puerto  Rico  in  1965, 

Last  year,  their  Bayamon  plant 
earned  over  half  of  the  company's 
total  after-tax  profits.  Omark  President 
Edward  S.  Smith  tells  why. 

"We've  found  that  in  Puerto  Rico 
the  profit  you  make  is  the  profit  you 
keep.  Total  tax  exemption  means  ex- 
actly what  it  says  —  no  Federal  taxes 
and  100%  exemption  from  all  local 
taxes  for  up  to  30  years. 

"Omark  has  sixteen  plant  sites  in 
four  countries.  Our  Puerto  Rican  facil- 
ity  is  the   largest  contributor  to 
Omark's  after- tax  profits. 

"A  vital  factor  in  our  success  is  the 
dedication  of  our  Puerto  Rican  person- 
nel, both  labor  and  management.  In 
1965,  we  sent  12  workers  from  Puerto 
Rico  to  the  company's  Portland, 
Oregon,  headquarters  to  be  trained  as 
plant  foremen. 

"These  men  returned  to  start  up 
the  Bayamon  plant  together  with 
Omark  supervisors  from  the  U.S 
mainland.  Today,  every  one  of  the  230 


people  in  that  plant,  management  and 
labor,  is  Puerto  Rican. 

"Their  record  of  productivity  and 
willingness  to  work  hard  speaks  for  it- 
self Between  1970  and  1974,  output 


Omark  Preiuient  Edumrd  S.  Smith 

iiOur  Puerto  Rican 
facility  is  the  largest 
contributor  to  Omark's 
after- tax  profits. ^^ 


from  the  Bayamon  plant  almost  dou- 
bled without  any  new  employees. 

"We  are  investing  $2  million  to 
expand  our  Bayamon  facility.  And 
we've  received  a  25-year  tax  exemp- 
tion for  a  new  35,000-sq.-ft.  plant  in 
Cidra.  All  this  shows  our  confidence  in 
Puerto  Rico  as  a  profitable  manufac- 
turing site." 

Baxter  Laboratories  scouts 
new  sites  in  Puerto  Rico 

Baxter  Laboratories  manufactures 
intricate  and  sophisticated  medical 
devices,  including  artificial  kidneys,  in 
Puerto  Rico. 

"The  complex  nature  of  our  prod- 


ucts," observes  Baxter  Chairman  Wil- 
liam B.  Graham,  "requires  a  high  level 
of  dexterity  and  concentration  on  the 
production  line.  Our  workers  in  Puerto 
Rico  are  equal  to  the  challenge. 

"Today,  ninety-eight  percent  of 
our  management  is  native  Puerto 
Rican.  TTiese  include  all  of  our  plant 
and  production  managers,  the  director 
of  engineering  and  the  managers  of  fi- 
nance, personnel,  materials  and  com- 
puter systems.  Many  members  of  the 
Baxter  management  team  have 
worked  their  way  up  from  the  ranks. 

"Manuel  Burgos,   for  example, 


UToday,98%ofour 
management  is  native 
Puerto  Rican.^^ 


started  as  a  priKluction  worker  m  1958. 
After  over  10  years  of  night  schcxil,  ho 
earned  a  college  degree  in  business. 
T(xlay  he's  in  charge  of  one  of  our 
blcxxJ  collection  systems  o|x*r<>tions. 

"Puerto  Rico  has  been  gixxl  fi>r 
Baxter,  but  Baxter  has  aliio  boon  gtxxl 
for  Puerto  Rico.  We've  croiUod  3.100 


jobs  since  we  came  to  the  island  17 
years  ago. 

"By  1960,  we  outgrew  our  first 
plant  in  Hato  Rey  and  opened  a  sec- 
ond operation  in  Jayuya.  We  put  a 
plant  in  Carolina  in  1966,  in  Maricao 
and  Culebra  in  1972  and  in  Aguada  a 
little  over  a  year  ago. 

"That's  a  total  of  over  400,000  sq. 
ft.  of  plant  space.  And  right  now  we're 
looking  for  additional  sites." 

Technicon  Corp.  profitable 
within  year  of  start'Up 

Six  years  ago  Technicon  Corporation 
of  Tarrytown,  N.Y.,  began  a  search  for 


Technicon  Corporation  President  Mr  GuyCharlap 


44Technicon  was 
able  to  report  a  profit 
only  six  months 
after  start-up.>^ 


1  new  plant  site  to  make  its  automated 
ina  lysis  systems  for  blood  and  other 
biological  fluids. 

Technicon  President  Mr.  Guy 
Charlap  explains  how  close  coopera- 
tion from  Commonwealth  govern- 
Tient  agencies  was  a  key  factor  in  the 
decision  to  locate  in  Puerto  Rico. 

"With  the  help  of  government 
specialists,  we  chose  Humacao  —  a  mu- 
nicipality  with  an  abundant  labor 
supply,  as  well  as  room  to  grow.  We 
immediately  hired  workers  to  staff  sep- 
arate operations  for  glassblowing,  elec- 
tronics and  chemicals. 

"The  government  helped  us 


launch  a  20-week  training  program 
and  reimbursed  us  for  all  cost  of 
workers'  time  during  instruction.  Our 
original  nucleus  of  25  workers  has 
grown  to  280  today. 

"Because  of  demand  for  our  analy- 
sis systems,  Technicon's  Puerto  Rican 
operation  was  under  pressure  to  start 
up  quickly.  The  skill  and  eagerness  of 
our  new  Puerto  Rican  employees  ena- 
bled us  to  start  individual  piece  pro- 
duction immediately  and  to  turn  out 
their  first  completed  system  in  just 
nine  months. 

"Technicon  was  able  to  report  a 
profit  only  six  months  after  start-up. 
And  we've  stayed  profitable." 

Worker  productivity  impresses 
Becton,  Dickinson 

Open  your  medicine  chest  at  home 
and  chances  are  you'll  find  a  clinical 
thermometer  or  ACE  Brand  Elastic 
Bandage  produced  in  one  of  Becton, 
Dickinson's  four  Puerto  Rico  plants. 
Becton,  Dickinson  President  Wesley  J. 
Howe  tells  why  the  company  is  now 


Becton,  Dickinson  President  Wesley  ].  Howe 

iiProduction  per 
employee  increased 
at  a  rate  of  11% 
a  year  over  the  past 
seven  years.^^ 


studying  locations  for  a  fifth  plant. 

"What  originally  impressed  us 
back  in  1958  was  the  cooperation  of 
the  Puerto  Rican  government,  attrac- 


tive wage  rates  and  100%  tax  exemp- 
tion. Of  course,  these  are  still  powerful 
incentives. 

"But  more  and  more  we're  finding 
that  one  of  the  best  reasoris  for  having 
a  plant  on  the  island  is  the  outstand- 
ing performance  of  our  Puerto  Rican 
production  workers. 

"Making  mercury  glass  thermome- 
ters is  a  very  complex  business.  Our 
Puerto  Rican  employees  have  adapted 
exceptionally  well  to  the  technical 
challenges  of  the  automated  produc- 
tion procedures  we  have  introduced. 

"In  addition,  they  have  made 
many  sound  suggestions  which  have 
led  to  improved  quality  and  productiv- 
ity. As  a  result,  we  have  made  substan- 
tial  investments  in  new  equipment 
over  the  years. 

"Worker  productivity  impressed  us 
from  the  start.  We  were  amazed  and 
delighted  when  our  production  goals 
were  achieved  in  the  very  first  week  of 
operations. 

"Output  has  steadily  continued  to 
rise.  Production  per  employee  in- 
creased at  a  rate  of  eleven  percent  a 
year  over  the  past  seven  years." 

Free  profit  booklet 

Send  the  coupon  below  for  a  free  copy 
of  our  new  booklet  giving  you  all  the 
most  up-to-date  information  on  the  in- 
centives which  continue  to  attract 
manufacturers  to  Puerto  Rico. 


Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept.  FB.2 1, 1290  Avenue  of  the  Americas 
New  York,  New  York  10019 

Please  send  me  your  new  booklet,  "Fast 
Facts  About  Profits  &  Puerto  Rico,"  which 
explains  how  100%  tax  exemption  and 
other  industrial  incentives  have  made 
Puerto  Rico  a  plant  site  without  equal  any- 
where else  in  theUnitedStates-ortneworld. 

The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


Name 
Title. 


CompanvL 
Address 


City_ 
State. 


:tp_ 


ei976,C\»nmi>nwealth  of  Puerto  Rico. 


"fou're  in  good  company  in  Puerto  Rico,U.S*A. 

AMP  .  ABBOTT  LABORATORIES  •  ALLIED  MILLS  •  AMERICAN  CAN  •  BABCOCK  &  WILCOX  •  BAXTER  LABORATORIES  •  BEATRICE 
FOODS  •  BELL  &  HOWELL  •.  BRUNSWCK  •  CARBORUNDUM  •  CARTER-WALLACE  •  CENTRAL  SOYA  •  COMMONWEALTH  OIL 
REFINING  •  DEL  MONTE  •  DU  PONT  (E  I )  DE  NEMOURS  •  ESB  •  ECONOMICS  LABORATORY  •  ELI  LILLY  •  FEDERAL-MOGUL  •  GENERAL 
FOODS  •  GILLETTE  •  HANES  •  INLAND  CONTAINER  •  INTERNATIONAL  PAPER  •  JANTZEN  •  KAYSER-ROTH  •  WALTER  KIDDE  •  LEAR 
SIEGLER  •  MERCK  •  NL  INDUSTRIES  •  OCCIDENTAL  PETROLEUM  •  PPG  INDUSTRIES  •  PEPSICO  •  PERKIN-ELMER  •  RCA  • 
RALSTON  PURINA  •  RAYCHEM  •  SCHERING-PLOUGH  •  JOSEPH  E  SEAGRAM  &  SONS  •  SHERWIN-WILLIAMS  •  SIMMONS  •  SONOCO 
PRODUCTS  •  TRW  •  THOMAS  &    BETTS  •  UNION  CAMP  •  U  S    INDUSTRIES  •  WARNACO  •  WHITE  CONSOLIDATED  INDUSTRIES 
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cfdcjoyer'sd^ot 

BY  THE  FRANKLIN  MINT 

A  GIFT  OF  LOVE,  Entwining,  never  ending  .  .  .  timeless  symbol 
of  lasting  love.  A  beautiful  work  of  art.  To  say  your  love  is  forever. 
The  Lover's  Knot  Pendant.  Perfection  From  The  Franklin  Mint. 
In  solid  sterling  silver  or  24kt  gold  electroplate  on  sterling.  With 
appropriate  neckchain.  and  deluxe  presentation  case. 


The  Franklin  Mint 

Franklin  Center.  Pennsylvania  19091 

Please  send  me  the  following  Lover's  Knot 
Pendants,  complete  vi/ith  neckchains 

Solid  Sterling  Silver  Pendant(s) 


ORDER    FORM 


Mr. 

Mrs. 

Mlss- 


LEASe  PB'NT  CLt  ARl 


Address. 


City. 


""■  at  $22   each $ 

24kt  Gold  on  Sterling 

""■   Pendant(s)  at  $27  50  each*     $ 

'Neckchain  gold-dlled 

Total  of  order    $ 

Plus  my  state  sales  tax;   $ aii  orders  subject  to  acceptance 

Remittance  enclosed;   S Please  allow  4  to  6  weeks  for  delivery  1  3 

The  Franklin  Mint  is  the  world's  largest  private  mml    It  is  not  affiliated  with  the  U  S    Mint  or  any  other  oovernment  agency 


state,  Zip. 


Real  Estate  in  Europe? 
Advice  in  New  Yofk. 


375  Park  Ave..  New  York.  N.Y  10022  (212)  688-8181 
Offices  in;  Brussels,  Antwerp,  Paris,  Rotterdam, 
Amsterdam,  Frankfurt,  Hamburg.  London  City  &  West 
End,  Croydon.  Glasgow,  Edinburgh,  Jersey,  Dublin; 

also  Hong  Kong.  Singapore.  Kuala  Lumpur,  Kuching. 
Beirut,  Sydney,  Canberra,  Melbourne.  Brisbane. 
Adelaide.  Perth;  associated  offices  in  Christchurch. 
Auckland. 


Ch.iriereO  "-ajrvpyors 

International  Fteal  Estate  Consultants 


Readers  Say 


Parable 

Sir:  Two  men  were  marooned  on 
an  island  and  raised  cabbages  and 
potatoes.  They  traded  back  and  forth 
and  did  all  right.  Two  others  were 
marooned  on  the  next  island.  Each 
ran  a  laundry  and  did  each  other's 
clothes.  They  starved.  The  sooner 
those  Washington  politicians  and  bu- 
reaucrats realize  this,  the  sooner  the 
country  will  get  well. 

Steve  Szuch 
Curtice,  Ohio 

Costly  Conversion 

Sir:  In  your  Fact  &  Comment  on 
Lockheed's  C5A  transports  {Feb.  15). 
You  say,  "[Sen.  Proxmire]  urges  that 
instead  of  pouring  $billions  more  into 
the  C5,  the  Air  Force  purchase  Boe- 
ing 747s— giant,  proven,  first-rate  car- 
go carriers.  Maybe  somebody  will  lis- 
ten." In  its  present  configuration,  the 
747  would  be  about  as  useful  in  car- 
rying outsized  military  cargo  as  the 
famous  Forbes  hot-air  balloon.  The 
747  freighter  price  is  reasonable  for 
that  particular  configuration,  but 
modified  to  accept  outsized  military 
equipment  and  to  meet  other  neces- 
sary requirements  will  result  in  a  price 
four  or  fi\e  times  as  much  as  new 
C5A  wings. 

—Frank  A.  Stovall 
Atlanta,  Ga. 

Novices? 

Sir:  As  a  chess  player,  I  would  like 
to  point  out  that  the  positions  shown 
on  your  magazine  cover  concerning 
tender  offers  {Feb.  1)  arc  impossible 
to  achieve  except  by  players  in  their 
first  game.  What  led  yon  to  this  ten- 
der trap? 

-David  M.  Noltie 
Greenwich,  Conn. 

The  positions  were  taken  from  a  col- 
umn written  by  U.S.  Che.ss  Grand- 
master Pal  Benko  for  U.S.  Che.ss  Fed- 
eration mafiazine  Chess  Life  and  Re- 
\iow.  Each  month  Mr.  Benko  dis- 
cusses chess  problems  for  his  ex- 
pert readers,  and  this  toas  one— Ed. 

Misplaced  Faith 

Sih:  I'hc  investor  is  unfairly  lasli- 
gatcd  in  yotir  article  "I'icdatory  Pre- 
ferrcds"  {Feb.  15).  Yes,  we  bought 
moral  obligation  bonds  but  we  did 
"dig  further  than  the  yield."  They 
were  A-ratcd  when  issued.  We  now 
see  that  the  rating  houses  can  lake 
their  fees  and  go  unscathetl,  l^ut 
please  excuse  investors  who  were 
guided  by  them  and  who  also  were 
{Continued  on  pane  124) 
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recipe  booklet,  write  Carillon  Importers.  Ltd.,  Us  Fifth  Avenue.  New  York.  New  York  10022.  Productof  France.  Made  with  fine  cognac  brandy.  80  proof. 


Why  owning  a  full-si 


m^.^ 


Because  a  lot  of  people  still  need  the  room. 

You  know  who  you  are.  You're  the  family  of  six  that 
isn't  about  to  compromise  on  passenger  space— and 
shouldn't  have  to.  Or  you're  the  professional  who  drives 
more  in  one  day  than  many  people  do  in  a  month.  Or 
you're  just  about  anyone  for  whom  a  roomy,  smooth- 
riding  '76  full-size  Chevrolet  feels  right— be  it  the 
popular  Impala  or  luxurious  Caprice. 

They  both  spell  room.  According  to  published 
dimensions,  our  full-size  coupes  and  sedans  are  roomier 
than  those  from  our  nearest  sales  competitor— more 
shoulder  and  leg  room  in  both  the  front  and  rear  seats. 
Note,  too,  that  the  trunk  of  any  '76  full-size  Chevrolet 
coupe  or  sedan  will  hold  over  18  cubic  feet  of  luggage. 


Interior  beauty,  solid  comfort  and  durability:  the 
hallmarks  of  Body  by  Fisher. 


Because  people  still  hook  up  to  loads  like 
this  one. 

The  full-size  '76  Chevrolet  with  proper  trailering 
equipment  can  pull  loads  up  to  6,000  pounds.  That's 
about  a  ton  more  than  the  recommended  limit  for  an 
American-made  compact. 


hevrolet  still  makes  sense. 


cause  of  resale.  Based  on  Automotive  Market 
port  national  averages,  3-  and  4-year-old 
)ala  and  Caprice  coupes  and  sedans  have  a 
der  resale  value  than  the  most  similar  models 
m  our  nearest  sales  competitor. 
act,  a  4-year-old  Caprice  sedan  has  a  higher  resale 
iQ  than  most  other  full-size  sedans. 

better 
mileaoc 
EM. 
citxtest 

:ause  of  Impala's  improvement  in  gas 
cage  since  1974. 

ording  to  city  mileage  tests  conducted  by  the  EPA 
1974  and  1976  models,  the  Impala  Custom  Coupe 
1  standard  350-2  V8  power  team  shows  a  217o 
rovement  in  fuel  economy.  (Highway  mileage  tests 
e  not  run  by  the  EPA  in  1974.) 
PA  Buyer's  Guide  ratings  for  all  1976  Caprice  and 
)ala  sedans  and  coupes  with  standard  350-2  V8  are 
npg  City,  18  Highway. 

.emember:  EPA  mileage  ratings  are  estimates.  The 
lal  mileage  you  get  will  vary  depending  on  the  type 
riving  you  do,  your  driving  habits,  your  car's 
.iition  and  available  equipment.  For  California  EPA 
igs  and  power  team  combinations,  see  your 
yy  dealer. 


Because  you  could  save  over  $530  in 
recommended  maintenance  costs  on  the 
'76  model,  compared  to  the  '74. 

In  50,000  miles  of  driving,  if  you  follow  the  Owner's 
Manual  for  recommended  service,  a  full-size  1976 
Chevrolet  with  a  standard  350  V8  engine  using  unleaded 
fuel  could  save  you  over  $530  in  maintenance  costs, 
compared  to  the  '74  model  using  leaded  fuel. 

While  parts  and  labor  costs  will  vary  throughout 
the  country,  we've  used  current  list  prices  for  parts  and 
lubricants,  and  a  figure  of  $12  an  hour  for  labor. 


Because  a  full-size  Chevrolet  is  probably  priced 
lower  than  the  full-size  you  had  in  mind. 

Comparing  Manufacturers'  Suggested  Retail  Prices  for 
base  models,  you'll  find  full-size  Chevrolets  are  priced 
lower  than  all  full-size  cars  from  our  nearest  six  sales 
competitors.  For  that  matter,  they're  not  priced  much 
higher  than  similarly  equipped  smaller  cars. 

The  1976  Impala  and  Caprice:  full-size  sensibility 
from  Chevrolet. 


Are  we  btting  our  fresh  air 
slip  thtx>ugh  our  fingers? 


We  don't  have  to.  Methods  for  controlling  many  types  of  air  contaminants 
are  available  and  effective. 

For  example,  an  FMC  process,  inc(?rporating  use  of  hydrogen  peroxide,  is 
ridding  communities  a!!  over  America  of  their  most  troublesome  odor  problems— 
those  caused  by  sewage.  FMC  is  a  world  leader  in  the  manufacture  of  peroxygen 
chemicals. 

FMC  also  has  a  recently  patented  process  for  removing  sulfur  dioxide  from 
utility  and  industrial  power  plant  stack  emissions.  This  advanced  process  permits 
use  of  high-sulfur  coal,  our  country's  most  ai  undant  reserve  of  fossil  fuel. 

Tell  us  your  needs.  FMC  serves  worldwide  m  irkf  U  ff.>r  envirc^nmental  equip- 
ment, food  and  agricultural  machinery, ;  jwer  transmission, 
industrial  and  agricu!tu!:i!chemir'    ^" '                             y  Last  Randolph  Drive, 
Chicago  60601. 


HPMC 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


ROCKY  HAS  JUST  310  DAYS   LEFT 

for  any  chance  at  all  ever  to  be  President  of  the  United  States. 
Or  to  be  Vice  President  of  the  United  States. 
Hopefully,  his  decades  of  mostly  superior  public  service  won't  be 
ended,  but  his  chances  for  the  summit  are. 


WHAT  DO  YOU  SUPPOSE  HAS  COME   OVER  TRUDEAU? 


Canada's  colorful  prime  minister  has  oft  displayed  flair- 
ful  political  savvy,  but  he's  taken  two  bruising  pratfalls. 
His  almost  blithe  stroll  into  the  quagmire  of  price  controls 
could  well  pull  him  under  before  he  can  extricate  himself. 

Then  there's  his  inexplicably  asinine  ebullience  about 
Castro,  expressed  to  Castro,  during  his  Cuban  visit.  It 
came  right  at  the  time  Castro's  troops  were  spearheading 


the  Russian-backed  winners  of  Angola's  fratricide.  Cuba's 
armed  forces  have  been  identified  as  active  in  at  least 
ten  other  troubled,  troublesome  Black  African  and  Arabic 
countries.  Shouting  "Viva  Castro,"  describing  Fidel  as  a 
leader  of  "world  stature,"  and  overlooking  Canadian  air- 
field use  by  planes  flying  armed  Cubans  to  Africa  seem 
a  pretty  senseless  way  to  assert  Canadian  independence. 


A  REAL  BREAKTHROUGH  ON  THE  ENERGY  FRONT 


While  additional  quantities  of  coal,  oil  and  natural  gas 
as  well  as  new  energy  sources  seem  expensively  far  away, 
using  less  of  what's  on  hand  makes  sense'from  every  view- 
point. Not  only  does  it  save  users'  dollars,  but  it  preserves 
for  the  country  a  vital,  diminishing  resource. 

Since  mandating  conservation  seems  politically  unfeasi- 
ble—barring another  embargo  (for  the  moment  unlikely) 
—the  carrot  approach  seems  the  only  alternative. 

And,   wonder  of  wonders,   it   works— at  least   in   some 


experiments  by  utility  companies  offering  users  lower  rates 
at  off-peak  hours.  In  Vermont,  for  instance,  a  wee  test 
of  homeowners  showed  they  were  able  to  reduce  their 
electric  bills  by  about  3%  to  26%  when  lower  rates  for  less 
popular  hours  were  in  effect. 

If  all  utilities  will  get  into  the  act  as  soon  as  feasibly 
possible,  and  at  the  same  time  reduce  the  cut  rates  given 
for  quantity  consumption,  energy  conservation  will  get  a 
giant  and  sorely  needed  boost. 


FORD  JOKES  ARE  FUNNY  BUT 

The  President's  trips  on  plane  ramps,  head  bumpings  on 
car  doors  and  spills  on  the  ski  slopes  have  lent  themselves 
to  countless  frequently  funny  quips,  comments  and  jokes 
on  clowning  and  clumsiness  by  most  printed  and  aired 
wits  and  nitwits. 

When  Presidential  press  secretary  Ron  Nessen,  who  has 
to  take  too  much  unjustified  abuse  from  his  former  col- 
leagues in  the  White  House  Fourth  Estate  Corps,  irksome- 
ly suggested  that  Ford's  hteral  slips  were  being  over- 
covered  and  overplayed,  he  was  ridiculed  for  taking  the 
whole  bit  too  seriously. 


RON  IS  RIGHT  TO  FEAR  'EM 

Nessen  was  absolutely  right.  Enjoying  a  President's  falla- 
bility,  getting  a  chuckle  out  of  our  First  Citizen's  human 
fallibility  is  fun  and  natural.  But  things  had  been  getting 
to  the  point  where  these  attempts  to  make  the  President 
a  laughing  stock  were  no  longer  a  laughing  matter. 

Come  to  think  of  it,  how  many  62-year-old  executives 
do  you  or  I  know  who  can  carry  on  with  pretty  good 
skill  so  many  vigorous  sporting  activities? 

Arguing  about  Ford's  skills  in  setting  Presidential  poli- 
cies is  one  thing;  distorting  reporting  of  his  spills  is  another 
—silly,  unfair,  overdone. 
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MSF  INTERVIEWED  BY  CBS 


For  a  radio  network  series  on  American  Wisdom 


M'herc  did  we  go  wrong  on  energy? 

We  didn't  go  wrong  in  the  sense  that  our  consumption 
of  energy  was  allied  to  its  inexpensiveness,  we  built  a  tre- 
mendous standard  of  living  based  on  its  inexpensiveness. 

Where  we're  now  going  wrong  is  in  not  realizing  that 
we  must  reduce  the  consumption  of  energy,  principally 
gasoline.  New  buildings  and  homes  are  now  being  built 
with  better  insulation  and  less  wasteful  use  of  energy,  but 
we're  not  doing  enough.  If  you  pay  a  dollar,  a  doUar-and- 
a-half  for  a  gallon  of  gas,  you'd  think  twice  about  when 
to  use  your  car.  That's  the  kind  of  action  we're  not  taking. 
We  don't  have  the  guts  to  do  it  yet. 

Is  there  always  this  gap  between  planning  and  leader- 
ship? Is  there  anybody  who  really  goes  after  a  problem? 

Yes,  there's  probably  always  a  gap.  That  isn't  neces- 
sarily undesirable  because  iTishing  off  to  some  immediate 
action  sometimes  complicates  the  problem.  But  it  seems 
to  me  that  developing  an  overall  energy  poHcy,  pubhsh- 
ing  it,  kicking  it  around,  having  hearings  on  it  and  say- 
ing, "this  is  where  we  think  we  should  go,"  this  shouldn't 
be  impossible  for  us  to  do.  Right  now  everybody  has  his 
own  program.  I  haven't  seen  all  the  suggestions  brought 
together,  examined  as  to  their  possibilities,  probabilities 
and  who's  going  to  get  how  much  money  to  research 
what.  We  haven't  yet  arrived  at  a  timetable.  We'll  get 
there,  but  we  do  move  cumbersomely. 

Does  Washington  work  anymore?  Have  our  problems  be- 
come so  great  that  our  leaders  and  our  bureaucracy  are 
really  incapable  of  solving  them? 

Well,  nobody's  capable  of  solving  the  problems  we're 
talking  about.  You  can  try  to  cope  with  them  and  attempt 
to  handle  them.  "Solve"  is  one  of  those  simple  words. 
You  don't  ever  solve  a  problem  in  economics;  you  try  to 
deal  with  it.  I  really  think  elected  officials  probably  work 
harder  than  those  in  almost  any  other  occupation.  They 
try  to  keep  constituents  happy,  they  have  to  meet,  hold 
hearings,  they  work  long,  long  hours,  really. 

Now  the  bureaucracy  is  a  kettle  of  a  different  matter. 
Here  we  have  the  problem  of  tenure.  There's  no  sense 
of  urgency,  they  don't  have  to  please  anybody,  they 
just  have  to  be  careful  not  to  displease  whoever's  got 
the  helm  at  the  moment.  When  you  say  "Washington," 
people  tend  to  think  of  congressmen  and  senators.  I  think 
most  of  them  do  work  like  heck.  The  real  glue  in  the 
whole  mechanism  is  the  staffing  to  process  the  paper- 
work. We  cured  the  disease  of  corruption  with  civil  ser- 
vice. Now,  how  do  we  cure  civil  service,  which  has  be- 
come rampant  with  disease?  Unfortunately,  it's  not  a 
fatal  disease.  Nobody  dies  of  it-just  action. 

Can  you  put  your  finger  on  any  group  of  people  who 
run  America? 

That's  an  oversimplification.  Who  are  they?  Say,  the 
head  of  General  Motors,  or  the  heads  of  big  steel  etc.? 
They  no  more  run  America  than  you  or  I  do.  I  could  have 
said  the  media  runs  America.  What  they  pick  to  discuss 


is  what  people  are  exposed  to  on  TV  or  radio,  or  in  maga- 
zines or  newspapers.  But  we  find  the  media  ain't  so  pow- 
erful either.  When  Mr.  Nixon  was  able  to  make  a  villain 
of  them,  a  Gallup  poU  found  most  people  agreed  with 
him.  There  are  limitations  on  everybody's  power,  and  the 
greater  their  visibility  the  more  they're  held  to  account. 
You  don't  have  great  power  centers.  You  have  people  of 
influence  but  their  influence  only  counts  as  long  as  it 
seems  to  make  sense.  It's  good  fun  to  weave  this  web 
about  how  the  Rockefellers  are  all-powerful  and  they're 
on  this  board  and  that  board.  For  heaven's  sake,  for  peo- 
ple who  are  all-powerful,  I  don't  know  any  man  that's 
tried  more  often  and  failed  more  often  to  be  President  of 
the  United  States  than  Mr.  Rockefeller. 

What  are  the  problems  and  the  challenges  that  we  face? 

The  immediate  ones  are  economic.  How  do  we  cure 
inflation  without  hurting  and  without  having  unem- 
ployment? The  answer  is  you  don't.  How  do  you  amelio- 
rate it?  We  haven't  agreed,  but  under  FDR  you  had 
public  works  programs,  conservation  programs.  I  think 
there  are  many  ways  of  helping  to  handle  unemploy- 
ment without  fueling  again  what  it  all  began  from— the 
soaring  cost  of  living.  The  economic  problems  seem  to 
be  our  greatest,  including  the  oil  shortage.  They  all  have 
political  roots,  but  I  think  war  is  probably  less  of  a 
problem  to  us  today  than  is  the  world's  economy. 

In  many  quarters,  there's  an  increasing  distrust  of  govern- 
ment and  sort  of  a  feeling  that  nothing's  working  anymore. 
Hotv  did  that  feeling  start? 

Well,  the  discovery  that  politicians  are  fallible,  some- 
times corrupt,  greedy,  arrogant  is  a  discovery  that's  been 
made  in  every  nation  for  years  and  years  and  years.  If 
you  look  back  in  history,  you  can  find  quotations  that  read 
like  things  being  written  today.  There  is  a  feeling  of  disil- 
lusionment greater  than  ever  because  Watergate  was  ex- 
traordinary in  its  impact  and  its  disillusioning  a.spects,  but 
venality  in  politicians  probably  is  the  equal  of  that  in 
any  other  profession;  it  just  is  more  highly  visible. 

Bureaucracy  is  a  frustrating  experience  for  any  citizen. 
You  freeze  people  into  civil  service,  and  they  can't  be  fired 
short  of  literally  being  caught  with  their  hand  in  the  till. 
Even  then  you  can't  prove  they  were  going  to  steal  it. 
They  may  have  been  just  dusting  it  oflF. 

But  I  don't  think  that  the  morality  is  worse,  nor  tio  1 
think  the  people  feel  more  depressed  today  than  on  other 
occasions.  There  are  problems  and  the  Government  has  no 
instant  cure,  but  we  do  continue  to  seek  an  instant  cure. 
In  that  sense  we  lack  wisdom.  We  can't  pass  a  law  saying 
there  shall  be  no  unemployment.  Although  we  probably 
will  pass  such  a  law,  it  won't  have  any  effect. 

That's  an  interesting  point  you  raise  about  our  (h  sin  s 
for  instant  cures  for  everything.  Is  that  a  national  trait? 

Yes,  and  that's  why  we  get  gulled  more  often  by  po- 
litical promises.  We  want  to  think  that  if  the  President  has 
a  good  heart  that's  sufficient  to  create  economic  good 
times.  Sure,  that's  more  an  American  than  European  failing. 


ONE  WONDERFUL  FREEDOM 

Being  free,  and  able  to  afford,  to  make  one's  own  mistakes. 


IF  &   WHEN  YOU  ARE  QUALIFIED 

to  give  advice,  it's  because  you  rarely  took  it. 
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Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.-M.S.F. 


Who'll  Survive? 

Despite  much  discussion  of  the 
benefits  of  automation,  the  Exchange 
floor  remains  the  nation's  largest  re- 
pository of  obsolete  technology  out- 
side the  Smithsonian  Institution.  In- 
stead of  adapting  to  change,  the  floor 
members  are  expending  most  of  their 
energies  trying  to  preserve  their  floor 
monopoly  against  competitors.  A  new 
automated  trading  and  transaction- 
processing  mechanism  could  reduce 
costs  to  a  fraction  of  their  current 
level.  Yet  nothing  of  significance  is 
being  done   to  bring   this   about.  .  .  . 

The  Street  faces  growing  competi- 
tion from  financial-services  concerns, 
especially  banks  and  insurance  com- 
panies, who  are  striving  to  enter 
many  phases  of  the  securities  business 
and  who  have  little  regard  for  the  tra- 
ditional properties  of  the  Club. 

Such  well-managed,  well-capital- 
ized firms  as  Goldman,  Sachs,  Salo- 
mon Brothers  and  Morgan  Stanley, 
which  have  relatively  low  fixed  costs, 
conduct  a  wholesale  trading  and  in- 
vestment banking  business  and  do 
not  depend  on  their  NYSE  member- 


ships, will  make  good  profits.  Many 
small  and  flexible  regional  retail  firms 
that  provide  a  useful  service  to  a  loyal 
clientele  will  have  little  diflBculty  re- 
maining prosperous.  Those  whose  fu- 
ture is  most  in  jeopardy  are  many  of 
the  large,  lumbering  wire  houses,  the 
redundant  research  firms  and  the 
dozens  of  other  firms  who  either  have 
not  yet  learned  to  operate  efiiciently 
and  market  their  services  effectively, 
or  have  tied  their  livelihood  too 
closely  to  obsolete  technologies  and 
exclusivities. 

—Chris  Welles, 
The  Last  Days  of  the  Club. 

Fringe  Liabilities 

I  once  watched  a  young  assistant 
[at  Johnson  Wax'  insect-repellent  lab- 
oratory] put  his  bare  arm  into  a  cage 
containing  what  looked  to  me  like  sev- 
eral million  mosquitoes.  He  cooly 
counted  "lands"  and  "bites"  on  a 
marked-off  skin  area  over  a  given 
number  of  minutes.  Then  he  repeated 
the  process  with  the  other  arm,  which 
was  treated  with  an  experimental 
chemical.  The  mosquitoes  appeared 
to  lap   up   the  chemical  with  relish. 


He    sighed,    withdrew   his    arm    and 
made    some    entries    in    a  notebook. 

"Doesn't  it  itch?"  I  asked. 

"Sure,"  he  said  cheerfully,  and  then 
he  shrugged.  "Some  jobs  give  you 
sore  feet,  some  give  you  an  aching 
back.  Here  you  get  itchy  arms.  No 
job  is  perfect." 

—Max  Gunther, 
Travel  <b-  Leisure 

Sexist  Schlemiel 

Equality  is  not  when  a  female 
Einstein  gets  promoted  to  assistant 
professor;  equality  is  when  a  female 
schlemiel  moves  ahead  as  fast  as  a 
male  schlemiel. 

—New  York  State  Education 
Commissioner  Ewald  B.  Nyquist. 

Believer 

I  believe.  I  don't  believe  that  this 
world  is  a  physical  or  chemical  ac- 
cident. Because  of  this  I  consider  my- 
self a  religious  man.  Whenever  I  am 
in  trouble,  I  pray.  And  since  I'm  al- 
ways in  trouble,  I  pray  a  lot.  Even 
when  you  see  me  eat  and  drink,  while 
I  do  this,  I  pray. 

—Isaac  Bashevis  Singer. 


The  electric  utility  industry  has 
recovered  impressively  from  the  fi- 
nancial woes  of  1973-74.  Inflation 
has  abated;  rate  increases  have 
been  granted;  earnings  have  been- 
rising;  bond  ratings,  in  some  in- 
stances, have  actually  improved; 
and  now,  in  the  wake  of  the  stock 
market's  impressive  new-year  rally, 
investors  are  snapping  up  new  is- 
sues of  utility  common  stock. 

But  don't  get  carried  away  about 
the  industry's  future  prospects. 
Alas,  the  factors  that  floored  it  once 
have  not  disappeared. 

Whet  finally  crushed  the  coun- 
try's private  power  providers  two 
years  ago  was  the  unwiUingness  of 
rate  makers  to  allow  price  increases 
suflBcient  to  cover  soaring  costs. 
Only  when  several  major  power 
companies  were  on  the  brink  was 
adequate  relief  granted. 

Would  regulators  behave  much 
differently  in  another  such  cost 
cnmch?  Especially  if  the  public 
was  howling  about  rocketing  util- 
ity rates?  Most  regulators  in  most 
states  put  popular  opinion  first, 
economics     second.     That's     how 


NOTE  OF  CAUTION 

by  M.S.  Forbes  Jr. 

these  people  keep  their  jobs. 

And,  unfortunately,  the  utilities' 
underlying  problems  are  still 
around.  Coal  production  is  lag- 
ging. Nuclear  power  is  beginning 
to  remind  one  of  the  old  gag  about 
Brazil:  "Brazil  has  a  great  future— 
and  always  will."  U.S.  natural  gas 
supplies  are  shrinking  with  no  stim- 
ulus for  business  to  explore  for 
more.  Oil  is  expensive  and  getting 
dearer  domestically,  yet  our  de- 
pendence on  foreign  soiirces  in- 
creases, with  all  the  risks  that  that 
entails. 

Should  power  companies  miscal- 
culate future  demand,  there  will 
be  political  hell  for  them  to  pay. 
If  diey  overprovide  for  capacity, 
regulators  will  be  stingy  in  letting 
them  recover  costs.  If  there  is  a 
power  shortage,  politicians  will 
blame  "big  business,"  not  them- 
selves, for  the  mess. 

Those  companies  blessed  with  a 
favorable  regulatory  climate  (there 
are  some  left  in  this  country,  such 
as  the  Southwest)  are  not  immune 
either.  Friendliness  can  change  to 
hostility  as  fast  as  it  takes  a  state 


to  swear  in  a  new  governor. 

The  recent  pessimism  on  utili- 
ties, as  on  most  other  industries, 
was  overdone,  but  the  current, 
growing  bullishness  on  the  power 
industry  could  soon  be  overdone  as 
well.  The  industry  simply  has  too 
many  hostages  to  political  fortune. 

BICENTENNIAL  READING 

Since  its  publication  nearly  30 
years  ago,  the  late  Richard  Hof- 
stadter's  The  American  Political 
Tradition  (Alfred  A.  Knopf)  has 
been  considered  a  classic  piece  of 
historical  writing,  anc'  it  is.  The 
book  is  a  collection  of  12  essays 
begirming  with  the  Founding  Fa- 
thers and  taking  us  up  to  Frank- 
lin Roosevelt.  Don't  let  the  word 
"essay"  put  you  off.  Hofstadter 
knew  how  to  write.  What  helps 
make  the  book  absorbing  is  his  fo- 
cus on  people.  Most  of  his  char- 
acterizations on  such  figures  as 
Jackson,  Lincoln,  Wilson,  Hoover 
and  FDR  still  ring  true.  If  you're 
in  any  mood  to  read  about  the  his- 
tory of  this  country  this  year,  start 
with  this  one. 
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All  ive  have  to  divide  among  US 
isfhe  total  of  what  we  produce. 

Have,  we  forgotten  that  simple  truth? 


It  seems  so,  for  we  are  on  a  col- 
lision course  with  great  need. 

Up  to  this  point  in  our  short  his- 
tory, America  has  grown  in  the  pro- 
duction of  goods  and  services 
faster  than  the  population  and  its 
needs. 

Faster,  in  our  history,  than  all  the 
other  nations  on  earth  in  theirs. 

What  made  it  all  possible? 

The  ever-increasing  application 
of  energy  tunneled  through  ma- 
chines . . .  and  the  determination  for 
a  better  life. 

Applied  energy  made  production 
burgeon. 

It  also  made  possible  a  myriad  of 
industries  which  never  existed  be- 
fore, new  jobs,  and  new  technolo- 
gies which,  in  turn,  created  other 
industries. 

Result... We  have  had  more  to 
divide  among  all  of  our  people  sim- 
ply because  we  have  produced 
more. 

So  much  more  that  the  Ameri- 


can standard  of  living  became  the 
envy  of  the  world. 

But  now  America  is  beginning  to 
lose  its  way. 

We're  losing  sight  of  the  fact  that, 
without  the  application  of  energy, 
there  can  be  no  production  and, 
without  production,  the  needs  of 
the  people  cannot  be  filled. 

Already  our  production  of  goods 
and  services  has  slowed  to  the 
point  where  it  is  not  keeping  pace 
with  the  needs  and  wants  of  the 
population— and  the  people  are 
starting  to  feel  it. 

You  are. 

Suddenly  your  pay  doesn't  buy 
as  much.  And  your  wallet  empties 
quicker.  One  reason  is  that,  when 
too  many  chase  after  too  little, 
prices  explode.  In  reality,  your 
standard  of  living  declines. 

And  — as  our  population  contin- 
ues to  grow— you  will  receive  a 
smaller  and  smaller  share  of  what 
we  produce . . .  unless  we  can  pro- 
duce more. 


A  whole  lot  more,  if  the  millions 
coming  into  our  world  are  to  have 
an  even  chance  at  a  decent  way 
of  life  and  if  the  needs  of  America's 
poor  are  to  be  met. 

But  increased  production  is  not 
possible  without  the  increased  ap- 
plication of  energy.  And  therein  lies 
the  problem.  We  are  becoming 
more  and  more  dependent  for  that 
energy  upon  precarious  foreign 
sources  which  can  be  shut  off  at 
any  time. 

That  is  why  we  must  turn  more 
and  more  to  coal. 

Coal  is  our  only  reliable  domestic 
source  of  abundant  raw  energy. 
Locked  in  it  is  the  extra  energy  for 
the  needed  greater  production. 

And  unless  we  produce  more,  so 
more  Americans  can  have  more  to 
divide,  the  American  standard  of 
living,  as  we  know  it,  will  become 
history. 

That  simple  truth  we  should 
never  forget. 


American  Electric  Power  Company,  Inc. 

Subs.d.ar.es:  Appalachian  Power  Co..  Indiana  &  Michigan  Electric  Co..  Kentucky  Power  Co..  KIngsport  Power  Co..  Michigan  Power  Co..  Ohio  Power  Co  ,  Wheeling  Electric  C. 


Forbes 


Is  Ma  Bell  Studying 
At  Berlitz? 


In  an  age  of  multinationals,  AT&T  has 
stubbornly  remained  a  domestic  company. 
Is  that  about  to  change? 


Last  April  General  Telephone  & 
Electronics  won  a  $500-million  con- 
tract to  provide  switching  equipment 
for  Iran.  That  was  the  largest  single 
telecommunications  sale  in  history, 
but  a  little-noticed  subsequent  de- 
xelopment  may  be  even  more  signifi- 
cant. A  few  months  later,  operating 
through  the  U.S.  Air  Force,  American 
Telephone  &  Telegraph  quietly  signed 
its  own  $20-million  contract  with  the 
Iranians.  A  new  AT&T  subsidiary 
called  American  Bell  International 
now  has  150  consultants  in  Iran  help- 
ing install  the  GTE  gear.  The  same 
Bell  team  is  writing  specifications  for 
another  $3  billion  worth  of  telecom- 
munications equipment  that  Iran  plans 
to  buy,  starting  next  year.  Even  with 
the  Iranian  budget  strained  by  re- 
duced oil  demand,  improving  tele- 
phone service  is  a  high-priority  item. 

Every  telecommunications  compa- 
ny in  the  world  will  be  vying  for  the 
new  Iranian  business.  "Anything  we 
recommend  will  be  available  from  at 
least  three  suppliers,"  says  Jack  Baird, 
an  AT&T  vice  president  and  chairman 
of  American  Bell  International.  He 
adds:  "We  certainly  expect  that 
Western  Electric  will  bid." 

In  short,  through  its  manufactur- 
ing arm,  AT&T  may  be  going  inter- 
national, a  full  half-centvuy  after  it 
bowed  out  of  the  foreign  scene. 

In  its  early  years  Western  Electric 
was  heavily  involved  in  Europe,  but 
by  1925  AT&T  sold  out  to  Sosthenes 
Behn's  International  Telephone  & 
Telegraph— using  the  money  to  set  up 
Bell  Labs  and  concentrate  on  growth 
at  home.  That  was  a  sound  decision— 
l>ut  times  change. 

AT&T  is  reluctant  to  talk,  but  its 
silence  is  not  surprising.  Its  move  into 
the  world  market  would  certainly 
alarm  its  rivals  (see  table). 

Presumably,  in  the  beginning  at 
least,  Western  Electric  would  export 
from  its  U.S.  factories.  This  would  be 
an  excellent  plus  for  the  U.S.  balance 
of  payments  and  employment  in  the 


U.S.  The  advanced  industrial  coun- 
tries probably  would  do  everything 
possible  to  keep  Western  Electric  out; 
even  where  their  industry  is  controlled 
by  multinationals  like  ITT  or  Siemens, 
local  jobs  are  at  stake. 

If  the  European  and  Japanese  mar- 
kets were  largely  closed  to  Western 
Electric,  however,  those  in  the  less 
advanced    countries    would    not    be: 


Who's  Who  In 
Telephone  Equipment 

In  1975  worldwide  sales 
of  telephone  equipment— 
switchgear,  handsets  and  ca- 
ble—are estimated  at  $20  bil- 
lion. Here's  how  the  market 
stacks  up,  measured  in  bil- 
lions  of  dollars; 

AT&T  (Western  Electric)  $4.0 

ITT  3.0 

Siemens  1.7 

L.M.  Ericsson  1.6 

Nippon  Electric  1.5 

GTE  1.0 

Northern  Electric  1.0 

Hitachi  0.8 

N.V.  Phillips  0.8 

Others  (GEC,  Plessy,  etc.)  4.6 


"Developing  countries  are  less  likely 
to  have  domestic  sources  of  supply," 
explains  James  Herbert,  Western  Elec- 
tric's  executive  vice  president.  "They 
need  a  complete  systems  approach"— 
just  what  AT&T  wants  to  provide. 

Why  hasn't  AT&T  moved  abroad 
earlier?  There  are  no  regulatory  bars, 
but  previously  the  company  wanted 
to  devote  its  energies  to  the  home 
market,  where  the  capital  needs  were 
enormous  and  opportunities  unparal- 
leled. In  a  more  subtle  way,  AT&T 
did  not  want  to  draw  too  much  at- 
tention to  its  manufacturing  strength. 

The  situation,  however,  has  now 
changed  drastically.  The  residential 
telephone  market  in  the  U.S.  is  about 


saturated;  some  towns  have  more  than 
one  phone  per  person.  Meanwhile,  the 
Federal  Communications  Commission 
has  allowed  competitors  into  the 
two  fastest-growing  areas  of  Bell's 
once-monopoly  operations:  intercon- 
nect equipment  and  data  transmis- 
sion. Then  there's  the  potential  threat 
from  International  Business  Machines, 
which  is  both  launching  a  communi- 
cations satellite  at  home  and  selling 
telephone  systems  overseas. 

With  these  problems,  the  foreign 
market  looks  more  attractive  to  AT&T. 
Last  year  some  15  million  new  tele- 
phones were  installed  outside  the 
U.S.— $15  billion  in  equipment  sales. 
As  the  international  economy  grows, 
better  communications  are  essential. 
Based  on  gross  national  product,  the 
world  is  about  80  million  telephones 
short  of  U.S.  standards.  That's  a 
pent-up  $80-billion  market. 

North  America  has  about  half  of 
the  world's  phones.  Overseas  demand, 
however,  is  growing  10%  annually— 
twice  the  domestic  rate. 

One  Man's  Boom  . . . 

That  leads  to  a  curious  situation. 
Last  year,  while  foreign  business 
boomed  at  GTE  and  Northern  Tele- 
com (recently  spun  ofi^  from  Bell  Can- 
ada ) ,  Western  Electric  was  caught  in 
the  U.S.  construction  slump.  It  is  now 
operating  at  just  65%  of  capacity  and 
actually  closing  plants;  employment  is 
150,000-down  25%  in  two  years. 
Moreover,  AT&T's  huge  moderniza- 
tion progam  has  freed  up  about  $1 
billion  in  used  switchgear— old  by 
U.S.  standards  but  far  from  junk. 

The  timing  of  AT&T's  decision  is 
intimately  bound  up  with  its  antitrust 
problems.  Federal  antitrusters  want 
to  force  AT&T  to  divest  Western  Elec- 
tric. AT&T  would  like  to  settle  with  a 
consent  decree  permitting  it  to  keep 
Western  Electric,  and  one  of  its  con- 
cessions might  be  that  it  would  agree 
to  compete  vigorously  abroad.  But  to 
do  that  prior  to  an  antitrust  settle- 
ment might  strengthen  the  Govern- 
ment's argument  that  Western  Elec- 
tric can  and  should  stand  on  its  ov^m. 
So,  for  now,  AT&T  is  keeping  mum. 
"From  time  to  time,"  says  Ameri- 
can Bell's  Jack  Baird,  "the  Govern- 
ment has  encouraged  us  to  get  into 
foreign  markets,  but  we're  still  not 
out  peddling  equipment."  Yet  it's  a 
good  bet  the  company  soon  will  be. 
The  only  real  question  is:  When?  ■ 
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Back  From  The  Dead 


Suddenly  many  of  those  "worthless"  stock 
options  aren't  so  worthless.  But  are  the 
right  people  reaping  the  rewards? 

cise  prices  of  options  held  by  all  of- 
ficers and  directors  a  year  ago.  An- 
other 14%  are  near  or  sHghtly  above. 
At    General    Electric,    for    example, 


Like  many  another  corporate  execu- 
tive a  year  ago,  BranifF  Airways'  Chair- 
man Harding  Lawrence  was  stuck 
with  a  potful  of  worthless  stock  op- 
tions—on 212,000  shares  at  an  average 
price  of  $7.42.  With  BranifF  common 
down  to  5,  the  stock  would  have  to 
double  for  his  options  to  begin  to  have 
any  real  value— a  remote  prospect  in 
a  recession  year. 

Now,  suddenly,  Harding  Law- 
rence's options  have  returned  from  the 
dead.  In  today's  rampaging  stock  mar- 
ket, Braniff's  shares  have  nearly  tri- 
pled to  14,  and  Lawrence  is  sitting  on 
top  of  a  $1.4-million  paper  profit. 

He  is  not  alone.  At  Teledyne,  Pres- 
ident George  Roberts  is  now  over 
$900,000  to  the  good.  Chairman  Mi- 
chael Blumenthal  of  Bendix  Corp.  is 
$1.3  million  ahead.  Chairman  David 
Lewis  of  General  Dynamics,  after  ex- 
ercising options  in  December  for  a 
pretax  profit  of  $1.7  million,  is  still 
about  $650,000  ahead  on  his  remain- 
ing options.  The  biggest  winner  may 
be  Chairman  David  Mahoney  of  Nor- 
ton Simon,  Inc.,  who  holds  options  on 
548,000  shares  exercisable  at  $14.10. 
With  Simon  up  from  11  to  23,  Ma- 
honey is  $5.1  million  richer  on  paper. 

The  revival  extends  throughout  the 
corporate  ranks.  In  a  sampling  of  over 
100  New  York  Stock  Exchange  com- 
panies, Forbes  found  that  in  60%  of 
the  cases  the  stock  is  now  selling 
comfortably  above  the  average  exer- 


Chairman  Reginald  Jones  is  still  a  bit 
behind,  while  his  three  vice  chairmen 
are  a  bit  ahead;  at  American  AirHnes, 
Chairman  Albert  Casey  is  now  in  the 
black  though  his  fellow  officers  are 
not.  Only  26%  of  the  sampled  com- 
panies still  have  underwater  options. 

Some  of  the  resurrected  options 
come  as  no  surprise.  Agricultural 
chemical  companies  like  Stauffer 
Chemical  and  International  Minerals 
&  Chemical,  for  example,  turned  in 
super  earnings  performances  in  1975. 
So  did  minicomputer  outfits  hke  Digi- 
tal Equipment  Corp.  and  Hewlett- 
Packard,  and  industrial  gas  producers 
like  Airco  and  Air  Products.  On  the 
other  hand,  options  are  still  sub- 
merged at  many  drug  companies,  and 
at  some  of  the  harder  pressed  banks 
and  airlines.  Such  fallen  market  idols 
as  Polaroid,  Xerox  and  Avon  Prod- 
ucts still  have  a  long  way  to  go  be- 
fore their  bosses'  options  are  clear. 

Others,  however,  are  downright 
startling.  Would  you  believe  that 
stock  options  are  now  in  the  black  at 
Singer  and  Bell  &  Howell,  where  top 
executives  have  recently  resigned  un- 
der fire?  And  at  Alcoa,  Kaiser  Alu- 
minum and  Sears,  Roebuck,  which 
suffered  declines  last  year?  Would  you 
believe  that  the  officers  of  the  not-so- 


Great  Atlantic  &  Pacific  Tea  Co. 
(though  not  the  nonofficer  option- 
holders )  are  now  ahead? 

Meanwhile,  at  such  steady  money- 
makers as  Coca-Cola,  Minnesota  Min- 
ing and  IBM,  the  options  are  still  in 
the  red.  Their  market  prices  have 
risen  too,  but  not  enough. 

The  fact  is,  luck  had  a  lot  to  do 
with  who  made  out  and  who  didn't. 
"A  lot  of  options  were  granted  at 
Tnuch  lower  prices  in  1973  and  1974, 
when  the  market  was  way  down," 
says  President  James  Conway  of  Al- 
bany-based Ayco  Corp.,  who  ad\'ises 
corporate  executives  on  personal  fi- 
nances. "Those  options,  especially, 
are  now  showing  nice  profits." 

Conway  is  right.  At  International 
Telephone  &  Telegraph,  for  example, 
the  average  option  price  a  year  ago 
was  $35.21— well  above  today's  mar- 
ket price  of  29X  for  ITT  common. 
But  that  average  price  included  new 
1974  options  awarded  at  $16.21- 
Chairman  Harold  Geneen  got  his  (on 
50,000  shares)  at  $15.50-which  are 
now  nicely  in  the  clear. 

Lower  priced  recent  options  have 
helped  to  resurrect  options  at  RCA, 
Caterpillar  Tractor,  Exxon,  Trans- 
america  and  a  host  of  other  compa- 
nies. At  Chrysler,  which  is  barely 
surviving  these  days,  huge  options  is- 
sued at  $12.72  during  1974  were 
enough  to  reduce  the  officers'  aver- 
age exercise  price  all  the  way  from 
$27.78  to  $16.66.  Chrysler  common 
is  now  at  around  18. 

Surprisingly,  there  has  been  no 
great  rush  to  exercise  re\ived  options. 
Of  course,  the  bulk  of  the  market  rise 
has  occurred  quite  recently;  there 
hasn't  been  much  time  to  react.  But 
with  interest  rates  at  a  low  le\'el,  one 
would    expect    that    bankers    might 
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Company 
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Low 

Air  Products 

Bell  &  Howell 

12.69 

21  V2 

10' .1 

Airco 

17.46 

25y2 

IOV2 

Bendix 

33.13 

60 

21  V4 

Allied  Chemical 

33.16 

44% 

27 

Boeing 

19.31 

25 '/2 

15V8 

Allis-Chalmers 

8.78 

173/8 

65/8 

Boise  Cascade 

11.20 

3OV4 

IOV2 

Alcoa 

35.64 

49  V2 

27V8 

Braniff  Airways 

7.51 

1378 

5 

Amax 

32.57 

49% 

283/4 

Burroughs 

84.96 

103V8 

61  Vh 

Amerada  Hess 

32.19 

193/4 

14V2 

Caterpillar 

57.03 

86  Ve 

48 

American  Airlines 

13.78 

113/4 

5V8 

Celanese 

35.39 

545/8 

25^8 

American  Brands 

43.07 

41 1/2 

3OV2 

Chemical  N.Y, 

54.50 

35 

26 

Am.  Broadcasting 

25.54 

26^/2 

13V8 

Chrysler 
Citicorp 

16.66 
31.91 

ISVb 
32 

73/8 

American  Can 

32.40 

343/8 

28 

24 '/4 

American  Cyanamid 

21.80 

273/8 

20% 

Coca-Cola 

92.02 

873/4 

53 'A 

Am.  Home  Products 

37.22 

35  V2 

273/4 

Columbia  Pictures 

6.41 

7V2 

Vk 

American  Motors 

7.27 

7V4 

33/8 

Control  Data 

50.49 

25Ve 

10% 

American  Standard 

11.32 
27.80 

24V8 
19V4 

8Ve 
131/2 

Corning  Glass 

76.91 

60V8 

28Va 

Anaconda 

Crane 

20.97 

78 

26V2 

Armco  Steel 

21.64 

333/4 

23 

Deere 

40.71 

64 '/2 

34^/2 

Avco 

13.83 

9^/2 

23/8 

Digital  Equipment 

38.55 

163y8 

45'/b 

Avon  Products 

74.37 

40V8 

2778 

Dow  Chemical 

49.03 

1123/8 

51 'A 

BankAmerica 

33.81 
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50  Vh 

31  Vb 

Du  Pont 

143.33 

156 'A 

87  Ve 

*  As  various  dates  from  Sept 
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have  received  a  flurry  of  inquiries 
about  loans  to  finance  the  exercise 
of  options.  They  haven't— yet. 

One  reason  is  that  the  rules  are  a 
lot  tougher  than  they  were  in  the  op- 
tion heydays  of  the  Fifties  and  early 
Sixties.  On  so-called  "qualified"  op- 
tions, options  must  be  exercised  in 
the  order  they  were  granted  and  with- 
in five  years  rather  than  ten.  At  quite 
a  few  companies  where  the  average 
price  on  all  options  is  now  well  below 
the  market,  the  price  on  older  op- 
tions is  still  above  the  market.  Many 
of  those  older  options,  even  with  to- 
day's market  rebound,  could  reach 
the  five-year  expiration  point  unex- 
ercised. The  only  consolation  is  that 
after  that  point,  some  of  the  newer 
options  can  then  be  exercised. 

In  addition,  once  a  qualified  option 
is  exercised,  the  holding  period  for 
capital  gains  tax  treatment  is  now 
three  years  rather  than  the  six  months 
once  in  effect.  So  an  option  must  be 
well  into  the  clear  before  an  execu- 
tive is  inclined  to  go  into  debt  and 
exercise  it;  he  must  be  fairly  sure 
that  three  years  hence  the  market 
price  will  still  be  comfortably  above 
the  option  price.  "The  rule  of  thumb 
that  most  people  seem  to  use  is  at 
least  a  gain  of  50%,"  says  Graef  S. 
Crystal,  a  vice  president  and  expert 
on  options  at  Towers,  Perrin,  Forster 
&  Crosby,  a  New  York-based  man- 
agement consulting  firm. 

Qualified  options,  thanks  to  those 
tougher  rules,  have  declined  in  popu- 
larity. The  change  in  the  capital  gains 
tax  rate,  to  rates  ranging  from  25% 
to  35%,  and  the  drop  in  the  maximum 
income  tax  rate  from  91%  to  50%  on 
earned  income  have  combined  to  re- 
duce the  advantage  of  capital  gains 
over  regular  income. 


Bendix' 

Braniff's 

CD's 

Norton  Simon's 

Blumenthal 

Lawrence 

Lewis 

Mahoney 

$7.3  million 

$7.4  million 

$2.3  million 

55.7  million 

So  it  is  that  companies  have  been 
issuing  more  and  more  "nonqualified" 
options.  Gains  on  them  are  taxed  as 
regular  income,  but  there  are  hardly 
any  legal  limitations  on  the  order  and 
length  of  time  in  which  they  can  be 
exercised.  Nor  is  there  any  limit  on 
how  low  the  exercise  price  can  be  set, 
as  is  the  case  now  with  qualified  op- 
tions. Thus,  with  the  company's  com- 
mon selling  for  about  7,  the  officers 
of  Levitz  Furniture  are  well  ahead  on 
their  nonqualified  options,  exercis- 
able at  an  average  of  $3.29,  but  be- 
hind on  their  qualified  options,  ex- 
ercisable at  $10.30  on  average.  Xerox 
bosses,  with  their  stock  now  at  68, 
are  much  closer  to  daylight  on  their 
$99.24  nonqualified  options  than  on 
their  $114.97  qualified  options.  Not 
surprisingly,  their  nonqualified  op- 
tions are  much  larger:  some  483,000 
shares,  against  137,000  shares  of 
qualified  options. 

There  is  an  underlying  unsoundness 
in  the  stock  option  system,  and  it  is 
becoming  more  obvious  every  year. 
Options  are,  essentially,  a  vestige  of  a 
time  when  the  stock  market  went  in 


only  one  direction  and  when  the  tax 
system  gave  capital  gains  an  unrea- 
sonable advantage  over  regular  in- 
come. During  the  difficult  days  of 
the  early  Seventies  many  executives 
did  outstanding  jobs,  but  were  robbed 
of  their  reward  because  a  sickly  stock 
market  failed  to  reflect  their  accom- 
plishments. Then,  when  the  stock  mar- 
ket finally  surged,  some  of  the  biggest 
rewards  went  to  executives  who  least 
deserved  them.  Why  should  execu- 
tives be  rewarded  in  companies  like 
Levitz  and  Singer,  where  the  public 
stockholders  have  taken  a  terrible 
beating?  Too  many  factors  go  into 
stock  market  performance  that  bear 
no  relation  at  all  to  management 
performance. 

"There  has  been  a  growing  ten- 
dency," says  option  expert  Crystal,  "to 
reduce  the  importance  of  market  price 
in  executive  compensation  and  to  use 
instead  devices  like  performance  re- 
wards of  cash  or  stock  tied  to  profits." 

The  trend  makes  sense.  The  stock 
market  rewards  option  holders  or 
withholds  rewards  in  too  capricious 
a  fashion.  ■ 
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Eastern  Air  Lines 

10.79 

8V8 

3^/4 

Minnesota  Mining 

66.72 

57y2 

43 

Exxon 

75.21 

89 

65 

NCR 

37.12 

285/8 

i4y2 

Fairchild  Camera 

27.90 

43  Va 

17 

Norton  Simon 

15.25 

233/8 

10% 

Fed.  Dept.  Stores 

41.18 

5674 

25% 

Pan  American 

11.11 

7y8 

2 

First  Pennsylvania 

45.20 
18.54 

165/8 

37 

13 
15 

Philip  Morris 

41.90 

555/8 

40% 

Fluor 

Polaroid 

103.13 

393/. 

15 

Ford  Motor  - 

58.67 

52y8 

323/8 

Procter  &  Gamble 

70.96 

845/8 

78y2 

General  Dynamics 

23.94 

44  V2 

19 

RCA 

27.05 

265/8 

103/8 

General  Electric 

50.71 

53% 

323/8 

Sears,  Roebuck 

53.28 

72 

483/8 

General  Motors 

62.36 

66y8 

31 V4 

Singer 

12.56 

i8y4 

83/4 

Goodyear 

23.61 

233/8 

123/4 

Sperry  Rand 

36.53 

473/8 

253/8 

Gt.  Atl.  &  Pac.  Tea 

9.96 

12 

7V2 

Stauffer  Chemical 

37.11 

io2y4 

40 

Hewlett-Packard 

49.29 

1083/4 

563/8 

Teledyne 

13.92 

393/4 

9y2 

IBM 

273.42 

260 

i57y4 

Tenneco 

22.50 

273/4 

193/4 

Intl.  Min.  &  Chem. 

16.34 

403/4 

30% 

Texas  instruments 
Transamerica 

82.85 

i2iy2 

61 

ITT 

35.21 

293/4 

14V8 

11.19 

iiy8 

6 

Kaiser  Aluminum 

18.20 

343/4 

125/8 

UAL  Inc. 

29.28 

283/4 

135/8 

Levitz  Furniture 

7.40 

7 

13/4 

Union  Carbide 

40.45 

763/8 

4oy8 

Lilly  (Eli) 

60.56 

52y2 

45 

Westinghouse 

23.39 

i7y4 

93/4 

McDonald's 

53.08 

64V4 

263/4 

Xerox 

102.71 

68 

463/8 

*  As  various  dotes  from  Sent 
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The  Kitchen;  America's  Playroom 

It's  good-bye,  TV  dinner.  Hello,  boeuf  bourguignon  in  millions 

of  homes  these  days.  U.S.  eating  habits  are 

changing  as  cooking  becomes  an  avocation,  not  a  chore. 


"One  night  four  years  ago,  my  wife 
said,  'Richard,  I'm  leaving  you  in  an 
hour  and  there  are  things  you  ought 
to  know,' "  says  Richard  Holland, 
who,  by  day,  is  a  37-year-old  Hughes 
Aircraft  physicist  and,  by  night,  a 
budding  gourmet  cook.  "She  said, 
'First  of  all,  you  know  that  chicken 
dish  you  love?  Here's  the  recipe.  And 
that  fish  dish?  It's  in  this  cookbook.' " 

What  did  Holland  say?  "I  took 
notes.  Look,  it  was  bad  enough  I 
was  losing  my  wife.  I  didn't  want  to 
lose  her  recipes,  too."  When  she 
walked  out  the  door,  he  walked  into 
the  kitchen. 

Richard  Holland  is  a  problem  for 
U.S.  business— and  an  opportunity. 

The  average  American,  the  figures 
show,  now  consumes  1,500  pounds  of 
food  a  year,  about  four  pounds  per 
day.  That's  a  lot  of  calories,  and  it's 
also  a  lot  of  money— about  $185  bil- 
lion last  year.  Within  this  giant  mar- 
ket there  are  powerful  trends  taking 
shape;  Holland  and  his  cooking  typi- 
fy them.  Businessmen  alert  to  these 
shifts  will  do  well,  come  recession  or 
boom.  Those  who  ignore  them  are 
bound  to  suflFer. 

Craig  Claiborne,  The  New  York 
Times'  renowned  food  editor,  calls 
what  is  happening  a  "beautiful  revo- 
lution." Cooking,  once  a  demeaning 
activity  fit  only  for  servants,  sissies 
and  overweight  mothers-in-law,  has 
begun  taking  on  glamour.  In  a  re- 
cent issue  of  star-studded  People  mag- 
azine, no  fewer  than  six  of  the  ce- 
lebrities profiled  said  their  hobby  was 
—cooking.  And  what  a  range  of  people! 
Olympic  gold-medal  skater  Dorothy 
Hamill;  MIT  Professor  James  Wil- 
liams; novelist  Paul  Theroux;  movie 
producer  Dino  De  Laurentiis;  profes- 
sional ski  racer  Henry  Kashiwa;  Swe- 
den's Prince  Bertil. 

Claiborne,  with  his  food  columns 
and  restaurant  reviews  (which  often 
blended  the  best  of  theater  reviews 
and  obituaries),  was  an  early  revolu- 
tionary. So  was  cooking  teacher  Julia 
Child.  And  so,  too,  were  the  flower 
children  and  food  faddists  who  first 
preached  of  health  and  nutrition. 

What  was  dismissed  in  the  mid- 
Sixties  as  gourmet  cooking  (whatever 
that  is)  for  the  elite  (whoever  they 
are)  has  filtered  down  to  a  mass  ap- 
preciation of  good  cooking  and  natu- 
ral foods.   People  are  spending  one- 


third  of  their  food  and  drink  dollars 
in  restaurants  and  demanding  higher 
quality  there.  They  are  also  cooking 
home  "from  scratch"  with  eflBcient 
new  appliances,  such  as  stand  mixers 
that  knead  bread  dough  and  "crock 
pots"  that  simmer  stews  and  soups. 
Many  are  becoming  extremely  compe- 
tent. Knowledgeable  Frenchmen  are 
now  conceding  that  young  Americans 

The  Public's  Bellyache 

More  people  are  personally 
concerned  with  the  high  cost 
of  food  than  with  anything  else, 
according  to  this  recent  Opinion 
Research  Corp.  poll. 


Percent  of  Public 

High  cost  of  food 

70% 

Crime  and  violence 

67 

Inflation 

62 

High  cost  of  medical  care 

60 

High  cost  of  gasoline 

53 

Corruption  in  government 

53 

Drug  addiction 

52 

are  far  superior  home  cooks  to  the 
young  French, 

Smart  businessmen  are  already 
capitalizing  on  the  cooking  trend. 
General  Electric,  Sunbeam  and  oth- 
ers are  developing  new  appliances. 
Supermarkets  are  stocking  more  fresh 
produce  and  better  cheeses.  And  so  on. 

Lately,  the  biggest  factor— among 
many— behind  the  trend  was  the  40% 
increase  in  food  prices  over  the  past 
two  years.  Specifically,  shoppers  have 
used  their  pocketbook  veto  on  food 
products  that  are  relatively  expensive 
and  easy  to  duplicate  at  home  (hke 
canned  soups,  frozen  vegetables  with 
butter  or  "nifty"  sauces,  frozen  en- 
trees, TV  dinners,  frozen  pies  and 
prepared  puddings).  For  example, 
the  sales  tonnage  of  frozen  vegetables 
with  butter  has  been  dropping  10% 
to  20%  per  year  since  1972.  Instead, 
consumers  have  been  sticking  to  ba- 
sics (hke  flour,  cheese,  fresh  and  fro- 
zen seafood  and  fresh  produce).  And 
for  relatively  cheap  thrills,  they  have 
been  experimenting  with  ethnic 
dishes.  Sales  of  tomato  sauce— for 
Itahan  pasta  or,  say,  Mexican-style 
omelets— increased  15%  last  year  alone. 
A  food  market  researcher  calls  Chese- 
brough-Pond's  1969  purchase  of  the 
dominant  spaghetti  sauce  maker, 
Ragu,    "the    best   acquisition    in    ten 


years."  And  the  longtime  director  of 
t  the  National  Macaroni  Manufactur- 
ers' Association,  Robert  Green,  exults: 
"People  in  Boston  are  eating  more 
pa^ta  now  than  beans." 

Reaction  to  this  back-to-basics  shift 
among  the  major  food  processors  is 
split.  Some  say  it  is  a  long-term  trend 
that  they  must  meet  with  new  prod- 
ucts and  concepts.  For  example.  Pres- 
ident-elect Wallace  Rasmussen  of  Bea- 
trice Foods,  whose  Dannon  yogurt  and 
two  Mexican  food  subsidiaries  en- 
joyed record  years  in  1975,  says:  "In 
every  speech  I  make  to  my  employees 
I  say:  'You've  got  to  change  with 
the  changing  times.'  " 

Others,  however,  call  it  a  reces- 
sionary fad  that  will  peter  out  as 
the  economy  rebounds;  consumers  will 
again  spend  their  extra  money  for 
convenience.  E.xecutives  at  General 
Mills,  Pillsbury,  Campbell  Soup  and 
Green  Giant  all  hit  that  theme  in  in- 
terviews with  Forbes.  To  bolster  their 
view,  they  cite  very  recent  supermar- 
ket statistics  showing  the  first  sales 
increases  in  two  years  for  many  frozen 
vegetables,  frozen  entrees,  TV  din- 
ners and  pies.  They  figure  that  their 
products  will  pick  up  where  they  left 
off  before  the  recession. 

But  this  may  be  wishful  thinking. 
Lehman  Bros.  Inc.'s  food  analyst 
Joseph  Gellert,  for  one,  notes  that 
some  food  companies  are  again  rais- 
ing prices  in  reaction  to  fears  of  lean 
fall  crops  and  sharply  higher  com- 
modity prices.  Also,  opinion  polls  in- 
dicate that  people  are  planning  to 
spend  whatever  extra  dollars  they  do 
get  on  more  home  entertaining,  bet- 
ter cuts  of  meat  and  bigger  helpings. 
Buying  more  convenience  foods  is 
one  of  the  last  things  on  their  minds. 

Polls  by  Yankelovitch,  Skelly  & 
White  suggest  that,  as  a  result  of 
the  recession  and  the  traumatic  nm- 
up  in  food  prices,  "a  lot  of  new  be- 
havior has  taken  root."  Richard  Pat- 
ton,  Heinz's  savvy  marketing  expert, 
says  that  after  18  months  of  .shopping 
from  lists  and  even  keeping  nmning 
tabs  on  pocket  calculators,  food  shop- 
pers have  changed:  "They  are  never 
going  to  forget  some  of  the  lessons 
they  learned."  Carol  Brock,  Loeb, 
Rhoades  &  Co.'s  perceptive  consumer 
economist,  sums  up  the  general  mood: 
"It  is  now  fashionable  to  save." 

No  one  expects  the  public  to  stop 
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Cooking  Evolution:  In  the  old  days, 
the  well-to-do  housewife  never  saw 
the  kitchen;  servants  cooked  and 
served.  In  the  Fifties,  she  minimized 
the  chore  with  frozen  food.  But  now 
cooking  is  the  new  family  pastime. 


buying  convenience  food.  Even  Craig 
Claiborne  admits  to  occasionally 
cooking  with  canned  broth  (College 
Inn).  The  question  is:  How  frequent- 
ly will  they  buy  the  items?  Increas- 
ingly, when  people  want  an  easy  meal, 
they  buy  the  ultimate  convenience  of 
a  restaurant.  And  on  the  two  or  three 
nights  per  week  that  the  modern,  ac- 
tive family  is  at  home  together,  they 
tend  to  cook  together.  With  those  two 
trends  going  strong,  the  bet  is  that 
some  processed  foods  will  never  re- 
gain their  old  sales  bounce.  And  oth- 
ers will  become  endangered  special- 
ties, such  as  certain  TV  dinners,  Nor- 
ton Simon's  Snack  Pack  puddings  and 
General  Mills'  Hamburger  Helper— 
which  all  offer  convenience  at  an  in- 
convenient price. 

"Instant  coffee,  instant  rice,  instant 
breakfast.  For  years  convenience 
alone  was  enough  to  sell  a  product," 
says  Lex  Gamble,  WilUam  D.  Witter's 
respected  food  analyst.  "No  more. 
This  is  a  new  era." 

No  Compliments  To  The  Cook 

For  as  long  as  anyone  can  recall 
in  the  U.S.,  cooking  was  considered 
a  chore.  The  fashionable  "woman  of 
the  house"  planned  the  menu;  the 
servants  cooked.  As  servants  began 
disappearing  in  the  late  Thirties  and 
Forties,  the  trend-setting  "new  wom- 
en" of  that  time  were  forced  to  cook, 
and  that  embarrassed  them,  especial- 
ly if  they  were  good  at  it.  Jules  Jo- 
seph, 49,  a  Milwaukee-based  public 
relations  man,  remembers  that  when- 
ever anyone  told  his  college-educated 
mother-in-law  that  she  was  a  good 
cook,  she  look  offense. 

Their  daughters  grew  up  in  the 
Forties  and 'early  Fifties  determined 
to  be  "modem  mothers"  rather  than 
dull  housewives.  They  stopped  breast- 
feeding and  started  heating  formula. 
They  also  stocked  their  Frigidaires 
with  new  "labor-saving"  frozen  food. 
The  heat-and-eat  concept  captivated 


the  generation.  By  the  late  Fifties, 
shortly  after  Claiborne  began  his 
avant-garde  Times  column,  there 
were  a  mere  handful  of  cooking 
schools  in  the  New  York  area  (to- 
day there  are  more  than  100).  The 
Ladies'  Home  Journal  had  yet  to  run 
one  recipe  calling  for  wine  as  an  in- 
gredient. And  Gourmet  magazine, 
whose  circulation  has  quadrupled 
since  1960,  was  then  hanging  in  large- 
ly by  appealing  to  male  gour- 
mands. Earle  MacAusland,  who  found- 
ed Gourmet  in  1941  and  still  runs  it 
at  age  78,  says:  "If  it  weren't  for 
the  interest  of  men  in  good  eating,  I 
wouldn't  be  sitting  here  today.  Wom- 
en were  used  to  the  Good  House- 
keeping approach  to  food.  They  took 
one  look  at  us  and  said:  'You're  too 
complicated.  Forget  it.' " 

Today  the  children  of  those  moth- 
ers are  young  adults,  and  the  largest 
segment  of  the  population.  One 
might  expect  them  to  be  even  happier 
with    convenience    food    than    their 


rnoms  were.  But  it  hasn't  worked  out 
that  way. 

One  big  reason  cooking  is  gaining 
ground  on  heat-and-eating  is  6-foot, 
2-inch  Julia  Child,  63,  and  her  old, 
popular  TV  cooking  lessons.  She 
sloshed  sauces,  hacked  at  roast  pigs 
and  once  even  scooped  a  dropped  po- 
tato pancake  off  her  worktable  and 
back  into  her  pan,  saying:  "Remem- 
ber, you  are  all  alon  in  the  kitchen. 
No  one  can  see  you."  Another  time, 
while  rolling  pastry  dough,  she 
popped  a  hunk  into  her  mouth  and 
smiled:  "Don't  you  love  raw  dough?" 
Viewers  smiled,  too.  Cooking  needn't 
be  a  chore  nor  a  thawing  experience; 
cooking  cotild  be  fun. 

Beyond  that.  Child's  cookbooks  and 
those  of  other  pros  (like  Claiborne, 
James  Beard,  Mexican  food  specialist 
Diana  Kennedy  and  baker  John  Clan- 
cy) contained  reliable  recipes  and 
also  illustrated  solid  cooking  tech- 
niques. Young  people  especially 
learned  how  to  cook  by  studying  those 
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"I  tell  you,  Edith,  eating  a  TV  dinner  while  watching 
Julia  Child  can  try  a  man's  soul." 


books,  just  as  they  learned  geology 
from  their  college  texts.  There  are  in- 
dications now  that  the  cookbook  boom 
may  have  crested.  But  at  what  a  lev- 
el! Last  year,  publishers  printed  474 
new  cookbooks,  more  than  double 
1970's  output. 

In  addition,  economic  and  health 
concerns  were  compelling  people  to 
think  more  about  food.  Beginning  in 
1973,  with  the  lifting  of  price  con- 
trols, food  prices  shot  through  the 
supermarket  roof  and  became  the 
public's  No.  One  worry,  ahead  of 
rising  gasoline  prices,  drug  addiction 
and  even  crime  and  violence  {see 
chart,  p.  24). 

Now  middle-class  families  felt  they 
couldn't  afford  convenience  foods; 
they  had  to  start  cooking. 

Those  converts  got  some  pleasant 
surprises.  When  they  turned  in  hor- 
ror from  the  prices  at  the  frozen-food 


Drawing  by  Stan  Hunt, 
©   1967  The  New  Yorker  Magazine,   Inc. 

locker  and  trudged  over  to  the  fresh 
produce  counter,  they  saw  impressive 
assortments  of  salads,  vegetables  and 
fruits  originally  stocked  for  Julia's 
elite.  Back  at  home  while  cooking, 
they  learned  another  lesson.  Those 
blenders,  mixers  and  other  appliances 
that  they  had  gotten  as  gifts  really 
could  take  the  drudgery  out  of  cook- 
ing. Today  something  like  90%  of  the 
households  have  mixers;  45%  have 
blenders;  38%  have  dishwashers,  17% 
have  slow  cookers  and  44%  have  full- 
size  freezers  to  store  the  iiounty  of  a 
weekend  cooking  jag. 

To  top  it  off,  they  were  wiiuiing 
praise  from  their  families  for  serving, 
say,  a  tasty  chili  con  carne  that  only 
cost  around  50  cents  per  serving.  Sud- 
denly, women  who  had  always 
shunned  cooking  were  saving  money 
—and  feeling  creative. 

One  might  think  that  the  feminist 


Julia  Child  could  barely  make  French 
toast  when,  at  33,  she  married  her  gour- 
met husband,  Paul,  in  1945.  She 
learned  fast;  studied  at  France's 
Cordon  Bleu;  then  went  on  to  write 
Mastering  the  Art  of  French  Cooking 
with  Simone  Beck  (1.3  million  sold) 
and  star  on  her  own  TV  cooking  show. 


movement  would  have  slowed  this 
march  to  the  kitchen.  But  apparent- 
ly, it  did  just  the  opposite.  Many 
housewives  felt  peer  pressure  to  ex- 
cel at  something.  But  what?  For  many 
it  was  impractical  to  start  business 
careers— or  even  impossible  to  find 
jobs.  Cooking  then  became  a  con- 
venient creative  outiet.  They  could 
do  what  they  always  did,  but  now 
in  a  serious,  professional  way.  They 
weren't  housewives;  they  were 
craftsmen  with  'Tdtchen  tools."  Cook- 
ing school  attendance  soared. 

Adele  Scheeley,  vice  president  of  a 
Los  Angeles  firm  that  offers  courses 
in  management  training  and  "life 
planning,"  says:  "Women,  especially 
those  who  don't  have  anything  going 
on  outside  the  home,  cook  for  recog- 
nition. What  they  serve  is  who  they 
are.  It  is  self -presentation." 

And  Alfred  A.  Knopf  Inc.'s  Judith 
Jones,  the  leading  cookbook  editor, 
adds:  "If  you  consider  yourself  cre- 
ative, it  is  no  longer  permissible  to 
be  a  bad  cook." 

Two-star  restaurants  with  four-star 
prices  beware!  If  a  businessman  real- 
ly wants  to  impress  clients,  he  in- 
vites them  home  and  cooks  for  them. 
The  Internal  Revenue  Service  ap- 
proves; the  cost  of  a  home-cooked 
meal  for  business  guests  is  deduct- 
ible, provided  you  keep  records. 

In  general,  much  of  the  new  home 
entertaining  is  among  friends  who 
pool  their  talents  once  a  month  or  so 
and  cook  a  high-class,  pot-luck  din- 
ner. Thou.sands  of  these  .so-called 
gourmet  clubs  have  sprung  up.  Phil- 
adelphia's Julie   nanneiibainn,  one  of 


Now  the  young  want  to  grow  up  and  become  chefs-a  hard  life.  Some  chefs  rarely  leave  their  kitchens  for  years. 
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General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


We're  working 

on  a  string  again - 

this  time  made  of  glass. 

At  GTE  Laboratories,  we're 
sending  pulses  of  laser  light 
through  glass  fibers  thinner  than 
a  human  hair.  It's  a  revolutionary 
way  of  transmitting  enormous 
amounts  of  information. 

Glass  fiber  cables  will  replace 
thousands  of  miles  of  heavy  cop- 
per cable  and  do  a  better  job. 
They'll  carry  simultaneously 
hundreds  of  phone  conversa- 
tions, dozens  of  TV  pro- 
grams and  the  high-speed 
data-talk  of  computers. 
The  telephone  wires  that  come 
into  your  home  will  be  able  to 
tap  an  immense  information  net- 
work. The  possibilities?  Video 
phones.  Video  shopping.  Much 
more  TV.  Banking,  library  and 
security  services.  The  classroom 
at  home. 

Glass  cable  is  the  future  of  the 
telephone. 
And  it  works. 


Comic  consumer  advocate  Marshall  Efron,  in  a  memorable  TV  skit,  com- 
bined all  the  artificial  ingredients  that  made  a  Morton's  Lemon  Cream  Pie. 
He  held  it  up:  "The  modern  lemon  cream  pie.  No  lemon.  No  cream.  Just  pie.' 


the  country's  most  successful  cooking 
teachers,  jokes:  "My  daughter  be- 
longs to  one.  And  you  know  if  they 
are  sprouting  up  in  Philadelphia,  they 
are  already  everywhere  else." 

Another  nationwide  trend  is  men 
in  the  kitchen.  By  some  estimates, 
fully  one-third  of  the  students  en- 
rolled in  the  thousands  of  night  cook- 
ing classes  from  coast-to-coast  are 
men.  Even  more  notable,  high  school 
boys  are  pouring  into  home  economics 
to  study  "bachelor  cooking." 

If  you  cook,  you  are  no  longer  a 
sissy;  you  are  sexy.  Consider  Burton 
Wolf,  a  37-year-old  publisher-author- 
investor  from  Larchmont,  N.Y.  {see 
box,  p.  38).  "Cooking  is  the  sexiest 
thing  I  do,"  says  Wolf  immodestly. 
"Women  love  to  be  pampered  and 
served  good  food  you  made  just  for 
them.  It's  vdld."  The  "wild"  part  ap- 
parently has  something  to  do  with 
when  he  drops  his  pots. 

Shrewd  Helen  Gurley  Brown,  the 
single  girl's  best  friend,  has  made  food 
and  sex  a  Cosmopolitan  theme.  This 


is  old  stuff,  of  course.  Victorian  rakes 
often  seduced  their  "innocents"  in  pri- 
vate, upstairs  restaurant  rooms  after 
champagne  and  stuffed  pheasant  and 
more  champagne.  Today  the  sport  is 
played  at  home— with  the  man  as  like- 
ly to  do  the  cooking  and  the  woman 
the  seducing  as  the  other  way  around. 

Sensing  the  country's  new  food  con- 
sciousness, GE  commissioned  exten- 
sive behavioral  studies  last  year  that 
included  in-depth  interviews  of  cou- 
ples while  they  shopped  and  cooked. 

GE's  food  preparation  product 
manager.  Freeman  Robinson,  says  the 
results  divided  the  market  into  three 
main  parts.  Roughly  60%  of  the 
households  are  run  by  Love-to-Cooks, 
30%  by  Hate-to-Cooks  and  10%  by 
Couldn't-Care-Lesses. 

The  biggest— and  fastest  growing- 
portion  of  the  Love-to-Cooks  tend  to 
be  young,  affluent  and  educated  cou- 
ples who  often  eat  out  together  and 
also  cook  home  together.  One  can 
call  the  other  part  of  the  Love-to- 
Cooks,  the  mammas.  She  tends  to  be 


Craft  cooks,  as  they're  called,  are 
opening  restaurants  and  high-class, 
takeout  shops  all  over  New  York. 
The  cooks  are  young  and  ambitious; 
their  menus  limited  but  excellent; 
and  their  prices  high  and  higher. 
They  are  catering  to  the  public's  new 
food  consciousness— and  prospering. 
Among  the  best  are  Alain  Sinturel 
(with  trout  in  aspic)  and  Jean  Pierre 
Pradie  of  Les  Trois  Petits  Cochons 
charcuterie  (The  Three  Little  Pigs 
deli).  Both  Craig  Claiborne  and  James 
Beard  buy  from  the  two  French-trained 
chefs,  who  are  opening  their  second 
shop  after  one  year  in  business.  Others: 
Da  Silvano,  Ruskay's  and  Anita's  Chili 
Parlor.  The  trend  is  spreading.  Soon 
actor  Joel  Wolfe,  who  started  cooking 
because  his  working  wife  got  home 
late,  wMI  open  Lisanne  in  Brooklyn. 


an  older,  blue-collar  and  less  edu- 
cated woman,  who  shows  her  love  by 
trying  to  fill  her  husband's  belly.  But 
she  does  not  want  him  in  her  kitchen. 

GE  believes  that  the  Love-to-Cooks 
rarely  buy  TV  dinners,  and  then  only 
for  their  children.  But  more  than  half 
regularly  eat  frozen  vegetables. 

At  the  other  extreme  are  the 
Couldn't-Care-Lesses,  who  cut  across 
age,  economic  and  social  brackets. 
They  simply  have  no  interest  in  food, 
and  tend  to  buy  large  amounts  of  TV 
dinners  and  other  prepared  products. 

The  Hate-to-Cooks  are  in  the  mid- 
dle. Interestingly,  they  tend  to  be  as 
young,  affluent  and  educated  as  the 
first  group  of  Love-to-Cooks.  They 
are  also  the  most  concerned  of  all 
with  dieting,  health  and  nutrition. 
Yet,  their  eating  habits  are  schizo- 
phrenic. On  weeknights,  they  lean 
toward  takeout,  fast-food  and  con- 
venience items.  On  weekends,  they 
are  likely  to  dine  at  a  fine  restaurant, 
or  cook  a  five-course  dinner  for  guests. 

It's  probable  that  some  of  the  grow- 
ing number  of  Love-to-Cooks  were 
Hate-to-Cooks  only  a  few  years  ago. 
Take  Barbara  Casey,  a  successful,  Los 
Angeles-based  public  relations  execu- 
tive. She  used  to  sustain  herself  on 
"health  drinks"  made  in  her  blender, 
Chinese  takeout  and  pizza.  She 
dreaded  entertaining.  "I'd  make  elab- 
orate productions,  and  then  pass  out 
from  nervous  exhaustion  in  the  mid- 
dle of  the  dinner  party.  But  I  had 
to  keep  entertaining  for  business. 
I  got  to  like  cooking.  Now  I  love  it." 

Stirring  At  GE 

GE  is  putting  its  money  where  the 
mouths  are.  It's  shifting  its  resources 
from  market-saturated  personal  care 
products,  Uke  hair  dryers  and  blow- 
ers, and  spending  more  on  food  prep- 
aration appliances.  Its  new  secret  ap- 
pliances, now  in  development,  will  hit 
the  market  early  next  year. 

Ideally,  the  company  wants  to  de- 
sign \'ersatile  appliances  that  offer 
something  to  everybody— like  it's  top- 
of-the-line  $60  Toast-R-Oven.  The 
latest  model  toasts  bread  and  muffins 
better  than  a  standard  toaster;  uses 
less  energy  to  broil  meat  than  a  full- 
size  broiler;  and  heats  TV  dinners. 
The  15-year-old  product  has  come 
from  nowhere  since  1970  and  now 
outsells  all  microwave  ovens  at  moro 
than  1  million  units  per  year. 

GE's  vice  president  for  house- 
wares, John  Chamberlin,  47,  says: 
"The  public  is  asking  us  to  provide 
the  convenience,  in  the  form  of  ap- 
phances,  that  it  used  to  buy  from 
companies  like  General  Foods.  The 
public     wants     painless     economics." 

Sunbeam's  President  William  Pfrif 
says  he  is  amazed  by  the  public's  nrw 
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TheBMW3.0Si. 
For  those  who  deny  themselves  nothing. 


There  are  any  number  of  luxury  sedans- 
both  European  and  domestic-that  proudly  offer 
unbounded  opulence  for  people  wflling  to  pay 
the  price. 

Sumptuous  carpeting,  supple  leathers, 
hand-rubbed  wood  accents,  AM/FM  stereo, 
power  this  and  power  that. 

Underneath  this  embarrassment  of  riches, 
however,  one  generally  finds  that  the  average 
luxury  car's  performance  is  also  something  of  an 
embarrassment. 

At  the  Bavarian  Motor  Works,  it  is  our 
contention  that,  while  the  pursuit  of  luxury  is  no 
vice,  when  all  is  said  and  done,  it  is  extraordinary 
performance  that  makes  an  expensive  car  worth 
the  money 

So,  while  the  BMW  3.0Si  has  as  long  a  list 
of  luxury  features  as  one  could  sanely  require 
of  an  automobile,  it  also  has  a  singularly  re- 
sponsive 3-liter,  fuel-injected  engine  that 
■  lever  fails  to  astound  even  the  experts  with  its 


smooth,  turbine-like  performance. 

It  has  an  uncanny  four-wheel  independent 
suspension  system  that  allows  each  wheel  to 
adapt  itself  instantly  to  every  driving  situation - 
giving  you  a  total  control  that  will  spoil  you  for 
any  other  car. 

It  has  a  solid  steel  passenger  safety  cell,  a 
dual  twin-circuit,  four-wheel  disc-braking  system, 
and  an  interior  that's  bio-mechanically  designed 
to  prevent  driver  fatigue. 

For  a  great  many  serious  drivers  in  all  parts 
of  the  world,  the  BMW  B.OSi  has  redefined  the 
meaning  of  the  word  "luxury"  to  encompass 
something  more  than  a  thin  veneer  of  leather 
and  chrome. 

If  you'd  care  to  judge  for  yourself,  we 
suggest  you  phone  your  BMW  dealer  and  arrange 

a  thorough  test  drive. 

The  ultimate  driving  machine. 

Bavanan  Motor  Works,  Munich,Germany 


c  1975  BMW  of  North  America.  Inc.  .  orvo  o/,o  ro^<r /o         i  onr,  qqo  ckhon 

■or  the  name  of  your  nearest  dealer,  or  for  further  information,  you  may  call  us,  toll-free,  at  800-243-6006  (Conn.  l-800-882-6bUU). 


.«lv. 


Why  we  dropped  a  shipping  sack  full  of  ^147,521 


We  believe  in  the  multiwall  shipping  sack 
so  much  that  we  went  to  this  extreme  to  demon- 
strate its  effectiveness. 

Of  course,  we  chose  the  ultimate  in  ship 
ping  sacks— our  reinforced  pinch 
bottom  bag— because,  after  all, 
a  lot  was  at  stake.  And 
it  held,  as  we  knew 
it  would. 

For  most  prod-  ^: 
ucts  you  don't  need 
all  that  protection. 

And  the  ordinary 
shipping  sack  is  extremely 
versatile.  _ 

Enter  the  paper  bag. 

The  first  machine  for  making  paper  bags 
was  developed  in  1852.  And  soon  the  paper 
shipping  sack  became  a  mainstay  of  the 
American  distribution  system. 

In  the  beginning,  sacks  were  filled  by  shovel 
and  closed  by  sewing  the  ends.  But,  by  1930, 
St.  Regis  was  producing  a  pasted-end  bag  with 
a  "valve"  for  filling.  And  making  the  equipment 
to  fill  it. 

Automation  on  the  filling  line  had  begun. 
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And  that  was  a  major  step  forward. 
More  layers,  better  seals. 
Today  we  make  an  even  better  bag:  the 
stepped-end  pinch  bottom  bag.  It  hai 
a  pre-applied  hot  melt  adhesive 
that  permits  automatic] 
closing  and  gives  a       | 
strong,  tight  seal. 
This  closure  is  so  stroB 
that  a  200  lb.  man  can  jump  on 
bag  containing  only  air  and  not 
break  it.  In  fact,  the  ends  are  actualh] 
as  strong  as,  or  stronger  than,  the  bag's  wall 
And  we  can  add  layers  of  other  materials! 
to  reinforce  the  pinch  bottom  bag.  The 
one  with  the  pearls  is 
actually  made  with 
six  layers  of 
material,  as 
shown  on  the 
left.  Inside  is 
a  layer  of 
polyethylene  for 
moisture  protection. 
Then  two  layers  of 
kraft  paper,  followed 


iforth  of  pearls  200  ft.  into  the  Atlantic  Ocean. 


/  a  layer  of  cross-laminated  plastic— which  is 
tremely  tough.  Then  two  more  layers  of  kraft 
iper.  The  outer  one 
specially  designed  to 
J  stronger  than  reg- 
ar  kraft  when 
et.  But  this  is 
St  one  example  of 
hat  a  pinch  bottom 
ag  can  do.  We  can 
igineer  the  layers  in  a  bag  to  take  a  lot  more 
inishment  than  you  would  ever  think.  Using 
irious  papers,  plastics  and  even  aluminum 
il.  And  all  the  different  combinations  of  each. 
Part.off  our  future  is  in  the  bag. 

Of  course,  the  reason  we  went  to  such 
ngths  to  show  the  strength  of  our  bag  is  to 
3int  up  the  direction  we're  heading.  As  one  of 
e  world's  leading  producers  of  multiwall  bags, 
e're  out  to  replace  more  expensive  packages 
ith  our  reinforced  shipping  sacks. 

The  fiber  drum,  for  instance.  We're  actually 
ickaging  caustic  soda  in  one  of  our  reinforced 
nch  bottom  bags. 

Technology  and  marketing. 

In  fact,  this  is  the  marketing  stance  of 


St.  Regis  toward  all  of  our  packaging,  paper 
and  lumber  and  construction  products: 

To  put  the  full  weight  of  our  technology 
at  the  disposal  of  our  marketing 
effort. 

Because,  we  at  St.  Regis  believe 
the  way  to  get  ahead  is  to  have  the 
products  of  the  future  today. 

The  future  belongs  to  those  who  stay  up 
to  the  minute. 


Think ,      ^    , 

The  Citation  flies  NewYork  to  Boston  on  less  fuel 
than  some  business  jets  burn  the  first  10  miles. 


Cessna's  Citation  gives  you  fuel  economy 
no  other  business  jet  can  beat. 

Its  third-generation  high-bypass  engines 
sip  every  drop  of  fuel  efficiently,  whether  above 
40,000  feet  or  below  10,000  feet. 

The  Citation  can  actually  complete  whole 
trips  of  200  miles  on  less  fuel  than  some  of  today's 
bigger  business  jets  need  just  to  taxi  and  take  off! 

Thus  the  Citation  not  only  delivers  more 
transportation  for  any  given  quantity  of  fuel,  but 
also,  at  today's  prices,  saves  you  a  lot  of  money. 


Think  sensible.  The  Citation  is  also  the 
quietest  jet  in  the  world,  so  you  are  welcome  (and 
unfrazzled)  when  you  arrive.  It  lets  you  operate 
from  twice  as  many  airports  as  other  jets,  because 
of  its  remarkable  short- 1  and  i  rig  ability.  And  its 
price  of  just  $845,000  is  the  lowest  of  any  jet,  even 
less  than  several  turboprops. 

Write  for  brochure:  J. D.Vaughan, Gen.  Mgr., 
Cessna,  Dept.  59S,  Box  1107,  Wichita,  KS  67201. 

The  sensible  Citation 


willingness  to  spend  more  for  quality 
appliances.  Sales  of  his  $140  Oster 
Kitchen  Center,  which  has  attach- 
ments to  do  everything  from  chop- 
ping salad  to  grinding  meat,  "are  way 
beyond  what  we  thought."  Hobart's 
KitchenAid  division  reports  that  last 
year  it  sold  18%  more  of  its  $230 
stand  mixers  with  dough  hooks  than 
in  1974,  despite  the  fact  that  the  ma- 
chine is  around  $140  more  costly  than 
smaller  models  made  by  GE,  Sun- 
beam and  Scovill's  Hamilton-Beach. 
In  addition,  Carl  Sontheimer,  an  en- 
gineer-physicist who  came  out  of  re- 
tirement in  1972  to  promote  his 
French-made  $200  Cuisinart  "food 
processor,"  says  he  sold  "tens  of  thou- 
sands" last  year.  The  machine  chops, 
slices,  shreds  and  purees  vegetables, 
fruit  or  meat  in  seconds.  So  far,  de- 
spite the  machine's  potential,  he  has 
the  market  to  himself.  The  jowly, 
heavyset  Sontheimer  can't  help  laugh- 
ing: "If  someone  doesn't  start  compet- 
ing against  me  soon,  I'm  going  to  lose 
my  faith  in  American  manufacturers." 

The  public  is  also  shelling  out  $30 
and  more  for  pots  and  pans— as  acces- 
sories to  the  home-cooked  life-style. 
The  kitchen  has  upstaged  the  family 
room  as  the  heart  of  the  home.  The 
shift  began  in  the  Sixties  as  home- 
builders  merged  the  kitchen  and  din- 
ing room  into  one  informal  space.  The 
housewife  loved  it;  instead  of  cook- 
ing in  isolation,  she  was  at  center 
stage,  with  her  family  around  her. 

It  was  then  a  small  step  from  show- 
case kitchen  to  showpiece  housewares 
in  the  color  (once  green,  now  white) 
and  finer  tableware.  People  are 
splurging  $60  for  six  hand-blown 
wine  glasses,  $50  for  two  candlesticks 
and  an  extra  $1.50  for  each  candle. 
They  are  also  "investing"  $20  to  $50 
in  long-lasting  Henckels  knives  and 
Sabatiers  imported  by  Rowoco 
(whose  sales  are  up  68%  in  six 
months ) ;  $33  for  Copco's  medium- 
size,  white-enamel  sauce  pan;  $55 
for  six  settings  of  Alan  Heller's  strik- 
ing plastic  dinnerware  and  $28  for 
Taylor  &  Ng's  "Chinese  Kitchen,"  fea- 
turing a  fine  spun-steel  wok.  Even  the 
34-year-old  Norman  Ng  shakes  his 
head  in  wonder:  "My  mom  called  a 
wok  old-fashioned.  Today  a  good  wok 
is  a  status  symbol."  Ng's  business  has 
tripled  in  two  years. 

The  biggest  houseware  killings  of 
all  are  being  made  by  smaller  makers 
who  are  turning  out  low-priced  nov- 
elties that  have  caught  the  public 
fancy.  Coi\sider  Rival's  Crock  Pot 
(Forbes,  Aug.  15,  1975).  A  working 
wife  can  throw  fresh  vegetables  and 
cheap  meats  into  her  slow  cooker  and 
return  home  at  night  to  a  tasty  stew 
or  soup.  That's  convenience  and  sav- 
ings. With  sales  doubling  each  year 


since  1971,  some  18  million  slow 
cookers  have  been  sold  for  around 
$20  to  $30  each— one  for  around  ev- 
ery five  households.  And  Rival,  the 
pioneer,  has  held  onto  75%  of  the  mar- 
ket despite  massive  competition. 

Last  year  Lewis  Salton— the  man 
who  brought  you  the  hot  tray,  egg 
cooker  and  yogxut  maker— caused  a 
sensation  with  his  $30  peanut  but- 
ter maker.  He's  selling  2,000  per  day. 
The  canny  Salton  says:  "It  makes  natu- 
ral food.  You  put  in  peanuts  and  out 
comes  peanut  butter.  I  don't  know  if 
it  is  better  or  worse  for  you  than 
store-bought  peanut  butter.  But  it 
tastes  better,  so  people  think  it  is  bet- 
ter for  them." 

And  this  year  Edward  Grandinetti 
of  Los  Angeles  will  probably  outdo 
even  the  peanut  butter  maker  with  his 
new  electric  crepe  cooker.  The  $30 
dome-shaped  pan  stole  the  64th  semi- 
annual National  Housewares  Expo- 
sition in  January.  You  turn  on  the  elec- 
tricity, dip  the  hot  pan  into  crepe 
batter  (eggs,  milk,  butter  and  short- 
ening), and  in  seconds  the  crepe  is 
cooked.  Grandinetti's  privately  owned 
company  is  already  cooking.  Its  sales 
have  increased  from  $1.2  million  in 
1971  to  $20  million  last  year  large- 
ly on  the  strength  of  its  hair  dryers 
and  curlers.  Now  with  his  crepe  mak- 
er, Grandinetti,  63,  a  transplanted 
Easterner  who  sports  string  ties  and 
Stetsons,  is  talking  about  doubling 
sales  to  $40  million  this  year. 

Department  stores,  including  Sears, 
Roebuck,  are  moving  more  heavily 
into  the  cooking  market.  Trendy 
Bloomingdale's  in  New  York,  which 
has  done  a  good  business  right  along, 
and  middle-brow  Burdine's  in  Miami 
are  opening  "Cook's  Catalogue"  cor- 
ners, based  on  Burton  Wolf's  new 
equipment  catalog,  to  sell  inexpensive 
cooking  "tools."  Gimbel's  says  it's  the 
first  (of  many)  to  start  a  cooking 
school  in  its  East  Side  New  York 
store.  And  Broadway-Hale  in  Los  An- 
geles is  expanding  its  gourmet  cook- 
in  gware  lines. 

Retailers  are  reacting,  too.  Cheese 


Retailers  are  luring  housewares 
customers  with  a  mix  of  show  biz 
and  art.  A  crowd  came  for  the  New 
York  Gimbel's  recent  Philippine 
Fiesta,  and  then  stayed  to  buy 
some  skillets.  In  Chicago,  thriving 
Crate  and  Barrel  sells  fine  table- 
ware by  displaying  it  like  art. 


stores  are  springing  up  across  the 
country.  New  York's  22-year-old 
Ideal  Cheese  Shop,  one  of  the  best 
anywhere,  reports  that  its  problem  is 
Customs,  not  customers;  it's  selling  all 
the  specialty  cheese  it  can  import. 

And  mom-and-pop  produce  stores 
are  mushrooming,  so  to  speak,  as  vol- 
ume sales  of  fresh  vegetables  and 
fruits  soar  for  the  first  time  since 
1970.  Supermarkets  like  Safeway  and 
Michigan's  Standard  Stores  have 
been  expanding  their  produce  sec- 
tions, too.  Fresh  Chinese  vegetables 
alone  is  now  a  $100-million  business. 

One  of  the  early  produce-pushers 
is  Harry  Misthos,  an  owner  of  a  pros- 
pering, five-store  chain  in  San  Fran- 
cisco that  rings  up  phenomenal  sales 
of  around  $3,500  per  square  foot.  In 
1964,  when  he  founded  his  Bell  Mar- 
kets with  a  meat  partner  and  a  gro- 
cery man,  the  company  promoted  its 
meat-and    lost    $100,000.    The    next 
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year,  they  pushed  groceries— 
and  lost  $40,000  more.  In  des- 
peration, they  turned  to  pro- 
duce at  a  time  when  frozen 
\egetable  sales  were  soaring. 
It  worked.  Misthos'  plentiful 
assortments  of  quality-  produce 
drew  steady  customers  from 
all  over.  Misthos,  who  insists 
tbat  he  isn't  worried  about  his 
extra  25  pounds,  says  his  busi- 
ness got  a  tremendous  boost 
from  Weight  Watchers  Inter- 
national: "They  kept  telling 
people  you  can  eat  18  heads  of 
lettuce,  feel  healthier  and  not 
gain  an  ounce. 

"Recession?      What      reces- 
sion?" says  Misthos. 

While  others  are  welcom- 
ing the  new  food  conscious- 
ness, executives  of  the  giant  food  com- 
panies remain  wary.  They  fear  that  if 
the  public  continues  to  reject  higher 
margin  prepared  products,  they  will 
be  forced  to  make  sweeping  adjust- 
ments back  to  basics.  Fewer  frozen 
pies,  more  flour. 

A  number  of  companies  are  begin- 
ning to  react.  For  example,  Norton 
Simon's  Hunt- Wesson  division,  which 
has  relied  on  superconvenience  in  the 
past,  has  just  named  a  new  executive 
vice  president,  Robert  Fox.  The  divi- 


"Don't  bother  me  now.  I'm  trying 
to  make  a  spicy  Mexican  dish." 

sion  is  now  launching  a  spicy  spaghet- 
ti sauce  called  Prima  Salsa  to  com- 
plement its  line  of  basic  tomato  and 
oil  products.  At  the  same  time,  it  is 
suflFering  vdth  such  slumping  old  fa- 
vorites as  Skillet  Dinners  and  Snack 
Pack  puddings.  Right  now,  the  com- 
pany's Snack  Pack  sales  are  running 
75%  under  the  original  annual  target. 
In  frozen  foods.  Springs  Mills'  Sea- 
brook  Foods  seems  headed  in  the  right 
direction.  President  Murry  Berger  is 
deemphasizing  his  costlier  vegetables 


with  sauces  and  expanding  his 
blanched  lines,  largely  for  pri- 
vate supermarket  labels:  "I 
think  we'll  make  more  money 
because  of  the  much  higher 
volume."  The  industry  sells 
around  four  blanched  vegeta- 
bles for  each  one  with  sauce. 
Berger  is  also  scrambling  to 
meet  the  increased  demand 
for  frozen  fish,  a  commodity 
that  is  diflBcult  to  get  fresh  in 
most  parts  of  the  country. 

Consolidated  Foods  may  al- 
so be  making  a  good  move  by 
phasing  out  its  high-quality 
but  costly  frozen  entrees  and 
sticking  with  its  Sara  Lee  fro- 
zen pies  and  cakes. 

The  big  test  for  the  food 
processors  will  come  later  this 
year  when  they  begin  introducing 
more  new  products.  If  they  offer  con- 
venience alone,  they  vdll  probably 
fail.  The  public  seems  in  no  mood  for 
more  frozen  sandwiches,  once  tried 
and  dropped  by  both  General  Mills 
and  Green  Giant.  They  could  offer 
the  convenience  and  health  of,  say, 
an  instant  yogurt.  But  that  would 
probably  fail,  too,  unless  it  was  free 
of  artificial  flavors  and  also  tasted 
good.  The  most  promising  possibili- 
ties   appear    to    be   in    frozen    ethnic 


STROKES  FOR 

DIFFERENT  FOLKS  THAN 

ANYBODY  ELSE. 


The  same  people  who  bring  you  fine  paint 
bring  you  the  fine  tools  you  use  to  put  it  on. 

That  includes  rollers,  brushes,  spray  equipment. 
In  fact,  we  make  and  sell  more  rollers  and  brushes 
than  anybody  else  in  North  America. 
Now  it  s  not  too  surprising  that  Sherwin-Williams  makes  and  sells  paint  brushes  as 
well  as  paint. 

But  suppose  we  told  you  we  make  flavorings  for  all  sorts  of  foods?  Colorants  for  faded 
denims?  Aromas  for  perfumes?  We  do.  And  we're  also  taking  the  heat  off  a  lot  of 
manufacturers  with  our  energy-saving  coatings. 

Obviously,  if  there's  anything  we  don't  do,  it's  paint  ourselves 
into  a  corner. 

©  —  1976  The  Sherwin-Williams  Company 
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A  micro-size 
_    ^  "«»««%  story  from 

I  know  a  guy  who  gets    ^  ._a  o^tTei, 

plenty  off  respect. 
He*s  a  big  business 
magnate.  Travels  all 
over.  He  just 
got  back 
from  Zurich. 
He  went  there  to 
get  his  watch  ffixed. 

But  he  tells  me  with  all  his  money 
he's  still  got  problems.  The  more  business  he  does  the  more  paperwork  he  gets. 
He  told  me  it's  driving  him  nuts!  I  told  him,  Don't  tell  me—  tell  3M. 
If  they  can't  help  you,  nobody  can! 

3M  MicrofUm  can  help  with  5  different  systems! 

System  ^l:.Automatic  Cameras  and  Reader  Printers. 

Retrieve,  copy,  refile  records  in  as  little  as  28  seconds! 
System  *2:  Microdisc.  Forget  sorting  and  batching!  "Tag"  records  as  you 
film  them  .  .  .  then  let  Microdisc  locate  them  by  their  "tags"  in  seconds. 
System  *3:  Engineering  Microfilm.  Put  drawings  on  camera  cards  in  45  seconds. 
Get  a  dry  full-size  print  in  15  seconds  or  ten  prints  in  60  seconds  flat. 
System  *4:  COM.  3M  has  the  two  best  ways  to  get  data  from  tape  to  end-user 
through  microfilm.  One  uses  laser-beam  technology 
and  host  computer  software  and  is  totally  dry.  The 

other  is  programmable  —  and  can  even  produce 
graphs  and  charts! 

System  ^5:  Micropublishing.  Mail 
I  300-page  catalog  on  a  film  the 
size  of  a  post  card  .  . .  pay  less 
for  the  printing  and  only 
13C  for  the  postage! 

Only  3M  offers  you  all  five! 
For  details,  write 
Microfilm  Systems  Division, 
3M  Company,  St.  Paul,  MN  55101. 
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If  you  have  more  than 
2  people  in  your  office,  Aiphone 
intercom  can  do  a  lot  for  you.  Like 
speed  up  inter-office  communications. 

How? Well... with  Aiphone  KAH  24  you  get 
to  use  your  former  intercom  line  as  a  new 
incoming  line... much  less  expensive  than  in- 
stalling a  new  switchboard,  and  you  can  have 
12  separate  intercom  conversations  at  once... 
fewer  busy  signals  on  intercom. 

There  are  more  than  20  different  Aiphone 
systems,  all  excelling  in  design,  dependability 
and  affordability.The  right  one  for  your  office 
will  help  you  save  both  time  and  money.  Why 
not  find  out  more?    "^"' 


Aiphone  KAH  24 
Multi-chanrtel 
speaker-phone 
intercom 


AIPHONE  lLS.A.INa 


2116  North  Pacific,  Seattle, Washington  98103 
Telex  32-0288  or  phone  (206)  634-3040 

Write  us  for  the  naive  ot  an  Aiphone  specialist  near  you  He'll  be  glad  to  assess 
your  office  needs,  and  recommend  the  best  Aiphone  system  tor  you 


entrees,  like  Buitoni's  popular  baked 
shells,  manicotti  and  so  on.  The  trick 
there  is  being  sure  that  today's  cook- 
ing consumers  can't  easily  appro.ximate 
the  dish  at  home.  Outspoken  Jeno 
Paulucci  says:  "I  thank  my  good  stars 
that  I  sold  my  Chung  King  to  R.J. 
Reynolds  when  I  did  [in  1967  for 
$63  million].  They're  charging  $1.09 
for  frozen  chop  suey.  You  can  buy 
bean  sprouts  and  make  your  own." 

Paulucci  apparently  has  a  point.  To- 
day his  Jeno's  Inc.  is  thriving  by  mak- 
ing one  of  the  country's  top-selling 
frozen  pizzas  ("Who  makes  pizza  at 
home?'),  while  R.J.  Reynolds  has  just 
hired  Pillsbury's  No.  Two  man,  James 
Peterson,  to  breathe  life  into  Chung 
King  and  its  other  food  hues. 

The  next  ethnic  explosion,  follow- 
ing Italian  and  Chinese,  could  be 
Mexican  food.  Recent  National  Res- 
taurant Association  surveys  show  that 
Mexican  restaurants  are  catching  on, 
especially  with  the  young.  Also,  the 
frozen  Mexican  entrees  and  dinners 
marketed  by  Campbell's  Swanson  di- 
vision were  about  its  only  bright  spot 
last  year;  sales  were  up  around  15%. 

Diana  Kennedy,  the  leading  Mexi- 
can food  authority,  says  the  trend  has 
been  building  for  three  years:  "It  is 
spreading  east  from   the  Southwest." 

Someday  the  taco  may  be  as  Amer- 
ican as  chop  suey  and  pizza. 

Cooking  With  Chemicals 

Long  term  the  food  processors'  big- 
gest worry  will  be  their  collective 
public  image.  Right  now,  it's  God-aw- 
ful. According  to  the  Opinion  Re- 
search Corp.,  since  1967,  the  pub- 
lic's attitude  toward  the  industry  has 
gone  from  72%  favorable  to  60%  un- 
favorable. Higher  food  prices  explain 
a  large  part  of  the  reversal.  But  there 
is  also  a  growing  health  issue. 

Until  recently,  only  food  faddists 
like  the  late  Adelle  Davis  scpiawked 
about  the  companies  substituting 
chemicals  for  natural  ingredients  in 
order  to  hold  down  costs.  Why?  Be- 
cause the  food  chemists  are  so  good 
at  it  that  an  artificial  chocolate  cake 
tastes  more  chocolaty  than  the  gen- 
uine item.  Pillsbury  once  tried  to  com- 
bat International  Telephone  &  Tele- 
graph's Twinkies  with  a  more  natu- 
rally flavored,  quality  copy.  Pillsbury 
bombed.  The  product  never  got  out 
of  the  lab.  The  consumer  taste  panel 
said  the  natural  taste  was  strange. 

The  chemicals  kept  piling  up.  Then 
in  the  late  Sixties,  the  Covennnj'nt 
demanded  more  explicit  labeling,  just 
as  headlines  began  linking  illiu'ss  and 
cancer  with  artificial  food  additives. 
The  minority  that  took  time  to  read 
the  labels  realized  that  they  were  eat- 
ing chemical  parodies  of  the  original 
products.    Today    the   average   pjTson 


36 


FORBES,   MARCH    15.    1976 


There  is  no 

alternative  to  getting 

more  natural  gas. 


'*  ^S:       *  V 


No  other  energy 
can  fill  the  gap. 


Natural  gas  plays  an  enormous 
part  in  running  our  country.  It 
provides  half  the  energy  for 
America's  industry.  No  other 
energy  even  comes  close.  You 
may  be  startled  to  hear  gas 
provides  our  nation  with  3  times 
more  energy  than  electricity  does. 

Right  now  there's 

a  critical  gas  shortage. 

The  answer  is  finding  more  gas. 
Other  energies  can't  be  made 
available  in  large  enough  quan- 
tities to  fill  the  gap.  For  instance, 


the  electric  industry  is  hard 
pressed  to  raise  the  1 7  billion 
dollars  needed  each  year  to 
meet  its  own  normal  growth 
requirements.  Suppose  it  also 
had  to  replace  the  energy 
now  used  by  40  million  gas 
customers— that  would 
require  another  300  billion 
dollars,  or  close  to  it.  Clearly 
this  is  impossible.  It's  im- 
perative to  get  more  gas. 

There  is  a  huge  resource  of 
natural  gas  in  this  country. 


It's  underthe  ocean.  Under 
the  Arctic  ice  and  snow.  Locked 
in  the  rocks  of  the  Rockies. 

The  gas  is  there.  Getting  it 
can't  wait  any  longer. 

The  gas  industry  is  ready  to  invest 
billions  of  dollars  to  develop  new 
supplies.  But  much  of  the  work  waits 
on  the  tough  energy  decisions 
America  must  make.  And  soon. 
We  need  your  understanding  and 
support  to  solve  the  critical  gas 
shortage,  and  your 
help  in  saving  gas. 


American  Gias 
Association 


eats  more  than  five  pounds  of  chemi- 
cal ingredients  each  year.  The  Wash- 
ington Post's  influential  food  editor 
William  Rice,  for  one,  believes  that 
part  of  the  cooking  movement  is  a 
rt'beUion  against  the  food  companies' 
highly  processed  products. 

Haivard  University's  noted  nutri- 
tionist Jean  Mayer  says:  "The  food 
companies  should  realize  that  the 
public's  loss  of  confidence  in  them  is 
partly  justified."  He,  of  course, 
stressed  that  the  companies  aren't 
trying  to  poison  anyone,  but  he  adds 
that  they  "take  the  public  for  idiots." 


He  says:  "I  think  the  qpmpanies  are 
split  like  Jekyll  and  Hyde.  The  re- 
search head  is  trying  to  be  responsi- 
ble, but  the  sales  manager  will  sell 
anything.  So  it  depends  on  which 
way  the  chief  executive  leans." 

'The  attacks  against  artificial  flavors 
and  colors  are  coming  from  all  an- 
gles. On  the  most  basic  level,  people 
who  are  cooking  more  are  appreciat- 
ing the  taste  of  fresh  foods;  they  are 
educating  their  palates,  just  as  they 
did  by  switching  from  sweeter  "pop" 
wine  to  dry  table  wine.  In  taste,  famil- 
iarity breeds  content. 


Also,  the  Government  is  banning 
some  questionable  chemicals,  as  in 
the  recent  case  of  Red  Dye  No.  2. 

And  on  another  front,  the  former 
director  of  Kaiser  Research  Insti- 
tute's Laboratory  of  Medical  Entomol- 
ogy, 75-year-old  Dr.  Ben  Feingold, 
believes  he  has  found  a  correlation 
between  the  "epidemic"  of  hyperki- 
nesis  in  children  and  the  consump- 
tion of  artificial  colors  and  flavors.  The 
doctor,  whose  book  Why  Your  Child 
<  Is  Hyperactive  is  in  its  ninth  printing, 
proposes  that  an  identifying  logo  be 
put  on  all  food  products  free  of  those 


Have  Your  Convenience  And  Eat  It,  Too. 


To  SETTLE  once  and  for  all  the  ( heart )  burn- 
ing question  of  what's  better,  home  cook- 
ing or  convenience  foods,  Forbes  magazine 
staged  its  First  (and  last)  Annual  Cooking 
&  Eating  Extravaganza  one  Saturday  last 
month.  First  prize,  a  cleanly  licked  plate, 
was  awarded  to  cook  Burton  Wolfs  home- 
made apple  pie.  The  booby  prize,  one  chop- 
stick,  went  to  La  Choy's  canned  fried  rice. 

On  the  morning  of  the  big  day  (see  pho- 
tos). Senior  Editor  Frank  Lalli  picked  12 
standard  processed  foods  and  their  equiva- 
lent fresh  ingredients  at  random  in  two  sub- 
urban New  York  supermarkets.   Then  the 


Lalli  shopping. 


packaged  goods  and  fresh  foods  were  prepared 
at  home  by  the  bearded  Wolf,  who  was  picked 
for  the  job  precisely  because  he  is  not  a  pro;  he 
has  been  cooking  for  only  two  years.  As  Wolf 
worked,  the  editor  timed 
how  long  he  spent  on 
each  dish.  Then  the  food 
was  tasted  and  judged, 
on  a  scale  of  5  for  "ex- 
cellent" to  0  for  "dis- 
gusting," by  Raymond 
Sokolov,  the  former  food 
editor  of  The  New  York 
Times  and  the  author  of 

Wolf  kneading. 


ITEM 


DONUTS 
MORTON'S 


EGGPLANT  PARMIGIANA 
BUITONI 


m 


PREPARATION 

TIME 

(MINUTES) 


25 

0 


50 
35 


COST 


1$   .09 
.89 


2.44 
.95 


SERVINGS 


6 
6 


TASTE* 


DOWNYFLAKE 


FRIED  RICE 
LACHOY 


FRESH  ORANGE  JUICE 
MINUTE  MAID 
TROPICANA 


SPINACH  SOUFFLE 
IFFER'S 


6 


18 
5 


:36 

.51 


.28 
.77 


7 
0 


A5 


.49 
.53 


167 


6 


68 
6-8 
68 


TASTE  RATING  SCALE:  5-Excellent,  4-Very  Good,  3-Good.  2-Accept.bl«.  1-Poor.  0-Dltgu.tl 


chemicals.  Only  roughly  20%  of  the 
processed  foods  would  qualify;  some 
80%  are  believed  to  have  artificial 
flavors  and  colors.  If  the  logo  were 
adopted,  perhaps  first  by  the  Food  & 
Drug  Administration  and  some  major 
supermarkets,  it  could  have  far-reach- 
ing impact  on  various  products'  sales. 
One  possibility:  To  qualify  for  the 
logo,  Coca-Cola  might  have  to  reveal 
its  90-year-old  secret  formula,  and 
prove  that  all  the  ingredients  are 
natural. 

At  the   same  time,   concerned  par- 
ents  are   fighting  to  ban   all   manner 


of  "junk"  food  from  local  schools.  The 
movement,  initiated  only  three  years 
ago  by  a  Bloomington,  Ind.,  house- 
wife named  Jean  Farmer,  has  spread 
to  Washington,  D.C.,  West  Virginia, 
Texas,  California,  Oregon,  and  New 
York.  Several  major  food  companies 
have  felt  its  lash.  For  instance,  the 
Drake's  cake  division  of  Borden  is 
now  working  to  eliminate  all  chemical 
colors  after  being  banned  from  Harts- 
dale,  N.Y.'s  six  schools  by  Mrs.  Myrna 
Youdelman  and  her  neighbors.  Ob- 
viously, Borden  expects  the  move- 
ment to  gain  momentum.  Also,  Mrs. 


Youdelman  is  making  some  headway 
with  Nabisco,  which  is  now  providing 
her  piles  of  information  about  its 
products'  ingredients  in  trying  to  get 
its  popular  Oreo  cookies  back  into  the 
Hartsdale  schools'  lunch  program. 

It's  impossible  to  say  where  the 
public's  heightened  food-conscious- 
ness will  lead  the  food  companies 
or  other  businesses— like  the  manu- 
facturers of  appliances,  tableware, 
furniture,  homes  and  even  candles. 
But  something  big  is  unquestionably 
happening,  and  any  businessman  ig- 
nores it  at  his  peril.  ■ 


the  new  cookbook  The  Saucier' s  Apprentice. 
The  contest  showed  that  just  about  anyone 
willing  to  devote  a  few  extra  minutes  to  cook- 
ing rather  than  thawing  can  eat  better  for  less 
money.  In  fact,  three  of  the  so-called  conveni- 
ence items  took  longer  to  prepare  than  the 
fresh-cooked  versions— Stoufl^er's  souffle  and 
Green  Giant's  spinach  and  rice  dishes. 

As  expected,  nine 
of  the  12  processed 
products  cost  more 
per  serving.  Buitoni's 
frozen  eggplant  par- 
migiana,  the  worst  of- 

Sokolov  and  Wolf  tasting. 


fender,  cost  95  cents  for  a  serving,  compared 
with  41  cents  for  Wolf's  more  tasty  home- 
made dish,  which  took  him  only  15  minutes 
longer  to  make. 

On  taste,  Sokolov  rated  all  the  homemade 
food  higher,  with  the  exception  of  Wolf's 
spinach  souffle— the  first  he  had  ever  made. 
Sokolov  called  both  Wolf's  effort  and  Stouf- 
fer's  frozen  souffle  "good." 

The  contest  ended  suddenly  at  10  p.m. 
when  Wolf  asked:  "Who's  going  to  clean  up 
my  kitchen?"  and  Sokolov  and  the  editor 
tripped  over  one  another  running  out  the 
front  door. 

Sokolov  rejecting 


Last  yeao  '127  million 
in  advertising  pages  came  between 

Eugene  O'Neill  &  Rhoda 
in  America^  best  selling  magazine. 

It  was  the  most  spent  for  advertising  in  any  magazine.  And  it  wasn't 
put  in  TV  Guide  just  because  we  sold  four  times  as  many  copies  as  any 
other  magazine  last  year 

It's  our  readers  who  are  important  to  advertisers.  Not  simply  because 
they  want  to  know  more  about  television  than  time  and  channel.  But 
perhaps  because  the  kind  of  people  interested  in  O'Neill's  sense  of  tragedy 
and  the  comedy  of  Rhoda's  situation  also  make  up  a  large  and  thoughtful 
audience  for  most  advertisers. 

Our  editorial  balance  attracts  over  42  million  adult  consumers  every 
week.  TTiey  tend  to  be  younger  than  the  readers  of  most  major  magazines 
—the  largest  buying  audience  under  50  that  you  can  reach  in  any 
magazine.  TTiey're  the  people  who  buy  the  goods  and  services  that  keep 
most  companies  in  business. 

If  you  have  something  to  sell  to  that  part  of  America,  it  will  cost  you 
less  per  reader  to  tell  them  in  TV  Guide  than  in  any  other  major  magazine. 


Soiirc«-  PIB,  ABC,  Simmons,  Starch 


Thanks  To  You,  General  Amin 

One-man's-poison  department:  There's  a  growing  market 
for  insurance  against  overseas  political  risk. 


Chandler  Ketchum  brokers  insur- 
ance, and  he's  in  a  novel  line.  On  be- 
half of  Lloyd's  of  London,  he  tries  to 
convince  U.S.  multinationals  to  in- 
sure themselves  against  foreign  politi- 
cal risks,  like  expropriation. 

The  risk  is  certainly  there.  The  U.S. 
Government's  Overseas  Private  Invest- 
ment Corp.  (OPIC)  covers  only  5% 
of  the  $112  billion  worth  of  U.S.- 
owned  overseas  assets.  OPIC  insures 
only  new  investment  in  needy  coun- 
tries; existing  properties  aren't  eligi- 
ble, nor  are  risky  industrialized  coun- 
tries like  Canada  or  Portugal. 

Lloyd's  picks  up  where  OPIC 
leaves  off.  The  premiums  vary.  If  you 
want  to  insure  a  plant  in,  say,  Argen- 
tina and  nothing  else,  you  pay  a  hefty 
premium— perhaps  3%  or  5%.  Usually, 
Lloyd's  will  insist  that  you  toss  in 
your  safer  risks,  like  assets  in  Western 
Europe.  Then  a  lower  rate  for  the 
whole  package  can  be  worked  out— 
maybe  0.5^  or  0.6%. 

Obviously,  Lloyd's  has  no  principle 
of  large  numbers  to  rely  on,  and  the 


risks  are  subjective.  So  they're  wad- 
ing in  cautiously.  They'll  usually  in- 
sure fixed  assets  only  up  to  a  year; 
then  the  premiums  are  renegotiated 
(OPIC  contracts  run  up  to  20  years). 
They  generally  won't  cover  more  than 
$10  million  worth  of  assets  in  one 
country  for  a  single  investor.  And, 
like  OPIC,  they  will  cover  only  the 
above-ground  assets  of  an  extractive 
company. 

So  far,  Lloyd's  political  risk  busi- 
ness is  moderately  sized— around  $1.5 
billion  in  assets  covered,  plus  a  siz- 
able reinsurance  cover  of  OPIC's  con- 
tracts. Insurance  of  this  sort  has  been 
available  since  the  1940s,  but  only 
for  a  few  specific  propositions.  Now 
Lloyd's  is  actively  seeking  business— 
and  getting  it.  In  the  last  three  years, 
its  business  has  more  than  doubled. 

If  Lloyd's  is  wading  cautiously, 
most  American  insurance  companies 
are  hardly  daring  to  get  their  toes 
wet.  A  few  U.S.  companies  have  re- 
insured a  tiny  portion  of  Lloyd's  busi- 
ness, and  a  few  more  have  taken  over 


a  sliver  of  OPIC's  portfolio.  Consider- 
ing the  beatings  many  have  taken  in 
property  and  casualty  lines,  their 
prudence  isn't  surprising.  Only  one 
big  U.S.  firm,  the  American  Inter- 
national Group  in  New  York,  has 
dared  underwrite  its  own  political 
risk  insurance;  and  it  is  heavily  rein- 
sured at  Lloyd's  and  elsewhere. 

Then  there's  a  rather  mysterious 
firm  called  the  World  Security  Fund 
in  Coral  Gables,  Fla.  Its  president. 
Colonel  Richard  Randolph,  sells  ex- 
propriation insurance  to  overseas  in- 
vestors, mostly  individuals,  includ- 
ing foreign  nationals  who  are  afraid 
of  being  wiped  out  by  their  own  gov- 
ernments. World  Security's  contracts 
run  up  to  an  eyebrow-raising  20 
years.  According  to  Randolph,  the 
firm  places  the  insurance  with  "sev- 
eral hundred"  companies  in  Europe 
and  South  America. 

Big  U.S.  brokerage  firms  will  ne- 
gotiate for  clients  at  Lloyd's,  but 
none  is  pushing  the  business  as  vig- 
orously as  Chandler  Ketchum,  chair- 


That's  a  Butler  building? 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you,  write  Butler 
Mfg.  Co.,  BMA  Tower,  Dept. 
B-396,  Kansas  City,  Mo.  64141. 
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Meet  Irving  D.  Appleberry,  your  doorman  at  one  of  our  Hyatt  Hotels.  The  smile 
on  Irving's  face  says  what  all  of  us  at  Hyatt  feel.  Welcome.  Expect  more  from  us. 
More  individual  attention.  More  that  is  new  and  different.  More  special 
touches,  all  uniquely  Hyatt. 

In  big  things  like  the  design  of  our  atrium  lobbies.  In  little  things  like  a 
Passport  Book  for  no-wait-check-out. 

A  Touch  of  Hyatt.  It  means  we're  doing  whatever  it  takes  to  make  you 
want  to  stay  with  us . . .  again. 

HYATT  HOTELS  ©^ 

We're  looking  forward  for  you.     ^^^ 

800-228;9000  Gets  you  Hyatt. 


Worldwide.Toll  Free. 


or  call 

your  travel  agent 


man  of  Pittsburgh-based  Babb  Inc. 
In  1972  a  client  asked  Ketchum  to 
fix  up  expropriation  coverage  for  an 
African  investment.  Ketchum  went  to 
some  American  insurers:  "They 
thought  I  was  way  oflF  base,  so  I  went 
to  London." 

The  kingpin  of  the  Lloyd's  opera- 
tion is  Stephen  Merrett,  36,  whose 
syndicate  is  lead  underwriter  for  most 
of  Lloyd's  political  risk  contracts. 
Merrett  is  largely  responsible  for  de- 
ciding which  countries  are  riskiest— 
and  thus  command  the  highest  pre- 
miums. Among  the  risks  he  has  insured 
are— get  this— Poland  and  Yugosla- 
via's overseas  investments.  Commu- 
nists prize  their  assets  as  dearly  as 
capitalists  do. 

One  of  the  fastest-growing  areas 
for  coverage  is,  not  surprisingly,  the 
Middle  East.  Most  of  the  govern- 
ments there  require  foreign  contrac- 
tors to  post  performance  bonds  or 
bank  guarantees  before  they'll  do 
business.  Sound  reasonable?  Here's 
the  catch:  Often,  these  bonds  can  be 
called  by  the  host  government,  even 
if  the  contractor  isn't  in  default  of 
the  contract.  That's  an  indication  of 
how  foreign  governments  call  the 
tune  these  days:  When  Qaddafi  came 
to  power  in  Libya  in  1970,  he  abrupt- 
ly called  a  number  of  bank  guaran- 
tees, bankrupting  numerous  foreign 
businessmen.  London  brokers  are 
drumming  up  lots  of  business  from 
nervous  contractors. 

Better  Safe  Than  Sorry? 

Exotic  as  this  kind  of  insurance 
may  be,  it  clearly  has  possibilities. 
But  it  won't  shoot  up  overnight.  The 
fact  that  Lloyd's  usually  requires  a 
multinational  to  cover  all  its  risks— in- 
cluding the  safer  ones— can  make  the 
coverage  expensive.  Then  again,  who 
can  say  what's  "safe"  anymore?  Two 
years  ago,  Portugal  was  as  safe  as 
Peoria. 

The  best  time  for  insurance  sales- 
men to  approach  a  company,  of 
course,  is  after  it  has  suffered  a  loss 
or  near-loss.  "These  do  have  the  effect 
of  producing  decisions,"  says  one 
Lloyd's  broker.  Control  Data  Corp., 
for  instance,  let  political  risk  insur- 
ance get  lost  "in  the  business  of  every- 
day affairs,"  until  an  expropriation 
scare  at  its  Portuguese  plant.  Now 
they're  giving  it  some  thought. 

"The  market  is  being  built  up," 
says  one  iiroker  at  Alexander  &  Alex- 
ander. "If  many  multinationals  begin 
to  insure,  the  underwriters  will  then 
have  the  spread  of  risk  and  the 
premium  reserves  to  price  the  cover- 
age attractively  enough  to  entice  even 
more."  Unless,  of  course,  a  rash  of 
General  Amins  and  Colonel  Qaddafis 
make  the  whole  game  too  costly.  ■ 


Montedison^s  Inferno 


How  Russia  gains  while  Italy  loses— and  why  every 
sensible  Italian  wants  to  own  assets  in  the  U.S. 


Like  most  major  European  investors, 
Italy's  Montedison  Group  has  a 
growing  investment  in  the  U.S.— and 
would  like  more.  Montedison's  West 
Virginia  polypropylene  subsidiary, 
Novamont,  recently  paid  $25  million 
to  buy  an  acrylic  sheet  operation  in 
Kentucky  and  is  planning  to  build  a 
largish  polypropylene  plant  near 
Houston.  Montedison  also  has  a  joint 
venture  with  Hercules  Inc.  for  U.S. 
marketing  of  its  pharmaceuticals. 
These  deals  are  only  a  drop  in  the 
fiscal  bucket  for  Italy's  largest  private 
company,  whose  $9.8-billion  assets 
would  make  it  a  formidable  enter- 
prise even  in  the  U.S.  They  represent 
a  stake,  however,  that  is  certain  to 
grow  as  it  becomes  increasingly  diflB- 
cult  to  do  business  in  the  homeland. - 

Of  course,  Italy  has  never  been 
capitalistic— free  enterprise— in  the 
sense  the  term  is  understood  here.  If 
it  sometimes  seems  difficult  in  the 
U.S.  to  tell  where  business  stops 
and  politics  begins,  it  is  impossible  in 
Italy.  No  one  in  his  right  mind  would 
even  try  to  draw  the  line.  Consider 
these  facts: 

Nominally  a  chemical  company, 
Europe'^  fifth-largest  in  fact,  Montedi- 
son does  not  make  money  on  chemi- 
cals, doing  better  in  retailing,  en- 
gineering, banking  and  even  currency 
and  commodity  speculation.  Last  year 
the  company  lost  about  $300  million 
on  its  industrial  activities  plus,  among 
other  things,  more  than  $25  million 
funding  newspapers.  Newspapers? 
This  is  Italy. 

To  begin  at  the  beginning,  Italy's 
Edison  was  the  electric  utihty  for  one- 
fourth  of  the  country  until  1962, 
when  the  government  nationalized 
electricity  and  paid  Edison  a  bundle 
of  cash.  The  cash  went  into  buying 


Montecatini,  the  chemical  company, 
in  1966. 

The  new  Montedison  was  involved 
in  everything  from  lead  mines  to 
olive  oil.  It  had  its  fill  of  both  obsolete 
plants  and  political  scandal  and  was 
losing  $230  million  by  1970.  Then  in 
1971  Eugenio  Cefis,  the  head  of  ENI, 
the  state  oil  company,  and  a  brilliant 
protege  of  ENI  founder  Em-ico  Mat- 
tei,  stepped  into  the  director's  chair 
at  Montedison. 

When  Cefis  was  running  ENI  in 
the  latter  1960s,  that  company  began 
acquiring  shares  in  Montedison.  By 
the  time  Cefis  decided  to  take  over 
at  Montedison,  ENI— that  is,  the 
Italian  state— was  the  largest  share- 
holder. Today,  through  one  or  an- 
other state  body,  the  government 
owns  an  estimated  30%  of  Montedi- 
son; there  are  230,000  private  institu- 
tional and  individual  shareholders. 

Talking  Tough 

Cefis  came  on  strong  at  Montedi- 
son. He  first  told  shareholders  just 
how  bad  things  were  and  then  set 
about  righting  them.  How?  By  selling 
unprofitable  properties  to  the  govern- 
ment. That  is  the  refuge  of  most  of 
Italian  management  in  times  of  stress, 
or  need  of  cash.  Cefis  sold  the  govern- 
ment Montedison's  lead  and  zinc 
mines,  ever  losers,  as  well  as  the  food 
companies,  the  steel  mills  and  alu- 
minum operations.  These  write-oflFs 
plus  the  "normal"  industrial  losses 
added  up  to  over  $1  billion  in  1971 
and  1972. 

Cefis  claimed  he  was  stripping  the 
old  Montedison  down  to  its  business- 
like core,  a  chemical  company  that 
he  would  build  up  again  into  an  in- 
ternational giant.  He  did  in  fact  buy 
up     additional     chemical     operations 


Italy's  labor  pains  are  a  central 
contributor  to  Montedison's  troubles. 
Strikes  and  demonstrations  like  this 
metalworkers'  walkout  (above,  left) 
can  occur  for  any  reason,  economic, 
social  or  political.  They  often  last 
as  little  as  a  few  hours,  but  they 
still  damage  output  and  work  flow. 


with  the  cash  paid  for  failing  prop- 
erties. But  he  also  used  the  cash  to 
buy  banks,  insurance  and  finance 
companies— nothing  in  Italy  goes  in 
straight  lines.  As  early  as  1973  he 
brought  Montedison  into  the  black 
and  in  1974  there  was  a  group  prof- 
it of  $190  million  on  sales  of  $6.2 
billion.  Montedison  paid  a  dividend 
and  declared  a  turnaround.  Helping 
out  were  the  profitable  banks  and  de- 
partment stores  and  the  success  of 
Montedison's  finan  'ial  man,  Giorgio 
Corsi,  who  made  at  least  $20  million 
on  the  foreign  exchange  and  silver 
markets.  Then,  too,  there  were  big 
price  increases  on  chemicals. 

In  1975  there  were  no  such  lucky 
breaks,  and  the  company  went  back 
into  the  red.  What  is  basically  the 
matter  with  Montedison?  Its  director 
of  operations,  Alberto  Grandi,  says 
the  company  needs  to  close  at  least 
15  plants  (employing  9,000  people) 
that  are  obsolete  or  just  plain  uneco- 
nomic. "We  have  more  obsolete  plants 
than  Italy  has  police  headquarters," 
says  Grandi. 
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Celestron  Multipurpose  Telescopes 


On  Display  at  Museums  and  Planetariums  Throughout  the  Couritry 


Tho  rhnirp      Three  reasons  why 
I  ne  unoice.    experienced  tele- 
scope enthusiasts  and  leading  col- 
leges, universities  and  science 
centers  the  world  over  repeat- 
edly select  Celestron  telescopes: 

Th*  Celestron  5.  A  tabletop 
observatory  for  exploring  the 
Moon,  planets,  scores  of  open  star 
clusters  and  gossamer  nebulae  at  up 
to  300X.  For  casual  observing  or  tele- 
photography, rest  the  instrument  on 
any  flat  surface,  swing  up  the 
tube  and  focus.  Close  in 
on  the  whiskers  of  a 
squirrel  at  the  near 
focus  of  20  ft,  or  the 
face  of  a  friend  at  half 
a  mile.  The  SVi-lb.  tube 
demounts  for  hand-held 
shots  at  25X.  (Size 
swung  down:  7"  x  8"  x 
16",  Wt.:  12  lbs.,  Base 
price,  mcluding  electric 
star  tracker  and  auto- 
matic star  locater,  $6951 

The  Celestron  8.  Eight  full 
inches  of  aperture  make  this 


portable  observatory  in  a  suitcase  the 
amateur's  favorite  for  studying  the  sur- 
face features  of  Mars,  the  subdivided 
rings  of  Saturn,  the  ever-changing 
belt  structure  of  Jupiter,  the 
intricate  filamentary  detail 
of  deep-sky  nebulae,  the 
central  regions  of  glob- 
ular clusters  at  up  to 
500X.  Also  the  ulti- 
mate terrestrial  tele- 
scope or  telephoto' 
(Size  swung  down 
9"  X  12"  X  22". 
Wt  :  23  lbs  ,  $895) 
The  Celestron  14. 
The  appeal  of  this 
prestigious,  fully 
electric  dome  instrument  is  enhanced  by  a 
unique  design  that  also  makes  it  the  world's 
argest  one-man-portable.  Demount  and  load  it 
into  your  compact  car  in  five  minutes!  Within 
range  of  the  Celestron  14,  at  up  to 
850X.  are  the  delicate  contrast  levels 
of  the  diffuse  and  planetary  nebulae, 
the  spirals  of  remote  galaxies, 
and  the  quasars.  (Size  swung 
down:  18"  x  22"  x  44"   Wt  :  108 
lbs..  $3,750) 


Celestron  Pacific      2835  Columbia  •  box  as/S-P      •  Torrance,  CA  90503 

World's  Leading  Manufacturer  of  Compact-Portable  Telescopes 


What  your  home  could 

have  in  common  with  the  Met, 

thelate,  and  the  Louvre. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
Baskin,  Calder,  Pali,  Delacroix,  Renoir  and  other  important  artists. 

(Michel  Delacroix's  charming 
lithograph  "Place  Furstembcrg" 
is  just  one  of  the  many  fine  prints 
we've  recently  made  available. ) 

Our  expert  advice  and  full 
money  back  guarantee  are  your 
assurances  that  the  art  you  buy 
will  have  lasting  value  and  beauty. 

Send  for  our  colorful, 
descriptive  brochure,  without 
obligation. 
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But  the  government  simply  cannot 
afford  to  permit  shutdowns,  especial- 
ly by  companies  in  which  it  has  a 
stake.  Italy  has  as  high  as  9^  imem- 
ployment;  the  workers  have  nowhere 
else  to  go. 

Because  the  investment  has  not 
been  made  to  renew  Italian  industry, 
there  are  few  new  operations  into 
which  laid-off  workers  can  be  trans- 
ferred. So  the  society  has  decided 
that  uneconomic  plants  will  stay  open 
regardless  of  the  consequences.  These 
plants  must  be  kept  open  with  gov- 
ernment funding.  This,  more  than  any 
ideology,  explains  why  55%  of  an 
economy  based  on  small-  to  medium- 
sized  business  is  in  government  hands. 
There  is  even  a  state  holding  com- 
pany, EGAM,  which  some  Italians 
call  "II  Carrozzone,"  literally  "the  big 
wagon,"  into  which  unwanted  compa- 
nies are  dumped. 

Round  &  Round 

Ask  an  Italian  about  big  business 
in  his  country  and  he  might  draw 
you  a  diagram  of  circles  and  arrows: 
Here  is  the  company  and  here  arc 
the  political  parties.  The  company,  if 
it  is  t>'pical,  loses  money.  The  politi- 
cians put  government  money  into  the 
company  to  keep  it  going,  thereby 
helping  fulfill  their  own  promises  of 
full  employment  and  generous  compa- 
ny-provided benefits.  But  the  indus- 
trialist has  political  ambitions  of  his 
own— say  to  be  the  kingmaker  if  not 
the  king.  And  he  has  to  .see  to  it  that 
the  politicians  and  their  soc-ial  wel- 
fare policies  do  not  go  too  far  in  giv- 
ing what  money  there  is  to  the  tinions. 
So  he  "invests"  .some  of  the  company's 
.scarce  cash  in  making  sure  that  at 
least  some  of  the  politicians  and  news- 
papers .see  things  his  way.  If  push 
comes  to  shove,  the  government  can 
threaten  to  exercise  control  as  major 
shareholder  or  to  cut  off  the  money. 
On  its  side,  the  c^ompany  can  threat- 
en to  lay  off  thousands— or  to  cut 
off  the  money.  But  mostly  there  is 
"cooperation." 

As  an  example  of  how  coopcratiM 
the  two  sides  can   become,   Montedi 
son  is  in  theory  controlled  by  a  syndi 
cate  of  major  .shareholders,  half  rep 
resenting  private  interests,  half  slatt 
interests.  Last  winter  ENI  moved  to 
increa.se     its     stake     in     Montedi.son 
through  secret  share  purchases.  Cefis, 
who  has  apparently  changed  his  opiii 
ion   of  government   ownership   of   in 
dustry,  loudly  resigned.  The  syndicate, 
which  was  set  up  to  keep  the  chair 
man    in    line,    panicked    and    clectcil 
him  its  president. 

So  who  runs  whom  in  Italy?  Then 
is  one  very  real  hold  th<'  state  has 
over  Italiati  industry:  the  banks.  Sixlx 
percent  of   Italian   bank   tleposits   an 
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hard  to  keep  a  bottle  of  Chivas  Ri 
around  a  photographer's  studio. 


YOU'VE  NEVER  HAD 
A  BEnER  REASON 
TO  SPEND  A  NIGHT 
AWAY 
FROM 


That  s  how  good  the  Atlanta 
Hilton  IS.  You  won't  find  bet- 
ter facilities  or  more  atten- 
tive service  anywhere  else 
in  the  South. 

It  has  7  international  res- 
taurants and  lounges  and 
the  finest  health  club  in  the 
city,  with  tennis,  jogging, 
swimming  and  saunas.  Plus 
a  central  location  and  1 1 50 
covered  parking  spaces  So 
when  you're  spending  time 
in  Atlanta,  spend  it  right, 
at  the  Atlanta  Hilton. 


X  The  ATlanta  Hilton 

Courtland  &  Harris  Sts.,  N.E. (404)  659-2000 


Looking  for  income 

with 

capital  growth? 


FINANCIAL 

INDUSTRIAL 

INCOME  FUND 

A  NO-LOAD  MUTUAL  FUND 

No  Sales  Charge  - 
No  Redemption  Fee 

-  Keogh  Retirement  Plans 

-  Individual  Retirement  Account 

-  Periodic  Wittidrawal  Plan 

-  Automatic  Investing  Plan 

For  more  complete  information  about  Fi- 
nancial Industrial  Income  Fund  Including 
charges  and  expenses  call  or  send  for  a 
prospectus.  Read  it  carefully  before  you 
invest  or  forward  funds. 
Call  Toil-Free  1-800-525-6148 

Financial  Programs,  Inc. 

P.O.  Box  2040  •  Denver,  Colorado  80201 

Please  send  a  prospectus  to: 

Name. 


Street . 
City 


-  State - 


-Zip. 


F136AR 


'l-FB-2-F)36AR-17 


Australia 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank  . .  over  1300  offices 

throughout  Australia,  New  Zealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  NY,  10017. 

Telephone:  (212)986-2248/9 

or  William  A  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qancas  Building, 

360  Post  Street,  San  Francisco,  California, 

94108.  Telephone  (415)  4331330 

Bank  of 
New  South  Wales 

The  bank  that  knows  Australia  best 

Head  Office:  60  Martin  Place  Sydney  N  SW 

I7S3411C1US  Australia,  2000  ^^^^ 


46 


held  by  banks  the  government  owns. 
Italian  industry  is  financed  largely 
through  bank  loans,  mostly  short 
term,  rather  than  share  capital. 

This  is  what  happens:  Social  bene- 
fits for  Italian  workers  are  borne  en- 
tirely by  industry'.  Because  of  strikes, 
inflation,  outdated  plants,  poor  man- 
agement, price  controls  and  the  like, 
operating  income  has  been  low.  With 
few  profits  to  reinvest  for  badly  need- 
ed modernization,  companies  have 
had  to  borrow  heavily,  and  debt  ser- 
vice has  been  crushing.  In  the  U.S., 
for  example,  du  Pont  has  about  $1.1 
billion  in  debt  and  $4.1  billion  in 
equity.  In  Italy,  Montedison  has  near- 
ly the  reverse-70%  debt  and  30* 
equity.  Unhealthy?  Perhaps,  but  the 
state,  understandably,  has  done  little 
to  discourage  this  dependence. 

Faced  with  this  mess,  Montedison 
management  seems  to  have  given  up 
hope  of  making  a  profit  on  domestic 
chemical  production.  The  company  is 
now  touting  plans  for  a  $l-billion  in- 
ternational expansion  effort  in  the  U.S. 
and  Europe.  The  goal,  says  Giuseppe 
Ratti,  director  of  foreign  operations, 
is  to  increase  foreign  production, 
which  is  more  profitable,  from  8% 
to  25%  of  the  total. 

The  Vanishing  Birthright 

In  its  anxiety  to  do  business  out- 
side its  homeland  with  its  crushing 
burdens,  Montedison  has  turned  to 
the  East.  Its  engineering  company, 
Tecnimont,  has  since  1973  signed 
$625  million  in  contracts  to  build  sev- 
en chemical  plants  in  the  Soviet  Un- 
ion, and  another  five  are  under  dis- 
cussion. These  plants  will  produce, 
among  other  things,  polypropylene, 
an  important  plastic  for  \arious 
consumer  goods,  employing  a  new  and 
more  efiicient  catalytic  process  that 
Montedison  has  developed. 

Like  Fiat,  which  built  Ru.ssia  a 
huge  auto  plant  a  few  years  back 
and  now  finds  its  own  markets  flood- 
ed with  cheap  Russian  "Fiats,"  Mont- 
edison may  come  to  regret  the.sc  deals. 
What  guarantee  has  Montedison,  Eu- 
rope's largest  polypropylene  produc- 
er, that  the  Rti.ssians  won't  dtiinp  on 
its  Western  markets?  None.  Rut  beg- 
gars can't  be  choosers.  Prexented  from 
making  money  at  home,  Montedison 
must  sell  its  technology  for  what 
amoinits  to  a  incss  of  pottage,  in  or- 
der to  rai.se  badly  needed  cash.  Jtist 
as  great  as  the  loss  of  technology  is 
the  waste  of  its  considerable  htiman 
resources— the  energy  and  talent  of 
its  scientists  and  engineers.  Instead 
of  building  Italy,  Montedi.son  is  foret'd 
to  build  Russia.  Is  it  any  wonder  that 
Montedison— and  others  like  it— want 
to  ship  what  capital  they  can  l<i  the 
other  side  of  the  Atlantic?  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$400,000,000 
Blf(pN  PIPELINE  COMPANY 

$250,000,000  8V4%  Guaranteed  Debentures  Due  2001 
$150,000,000  7.65%  Guaranteed  Notes  Due  1983 

Payment  of  the  principal  of,  premium,  if  any,  and  interest  on  the 
Debentures  and  the  Notes  is  guaranteed  by 

Elf(pH  CORPORATION 


Interest  payable  March  1  and  September  1 


Prices 

Debentures  99V2%  and  Accrued  Interest 
Notes  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

tneorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION  GOLDMAN,  SACHS  &  CO. 

KVHN,LOEB  &  CO.  MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  INC.  BLYTH  EASTMAN  DILLON  &  CO.  DREXEL  BURNHAM  &C0. 

Incorporated  Incorporated 

HORNBLOWER  &  WEEKS-HEMPHILL,  NOYES      E.  E  HUTTON  &  COMPANY  INC.      KIDDER,  PEABODY  &  CO. 


Incorporated 


Incorporated 


LAZARD  FRERES  &  CO.  LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO. 

*  Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

Incorporated 

SMITH  BARNEY,  HARRIS  VPHAM  &  CO.      WERTHEIM  &  CO.,  INC.      WHITE,  WELD  &  CO.     DEAN  WITTER  &  CO. 

Incorporated  Incorporated  Incorporated 

February  27.1976. 


The  Timid  Bogeyman 


Remember  the  petrodollar  flood  that  was  to  swamp  the 
financial  marts  and  buy  up  the  U.S.?  It's  scared  money. 


"There  were  estimates  some  time 
ago  that  the  suiplus  was  so  huge  that 
it  would  destabilize  the  international 
monetary  system,"  observes  Dr.  Ab- 
dulaziz  Dukheil,  the  University  of  In- 
diana-educated director  of  economic 
research  at  the  Saudi  Arabian  Minis- 
try of  Finance.  "But  now  the  surplus 
is  scaled  down,  and  the  problem  is 
finding  a  productive  way  to  use  it." 

Translation:  The  Saudis  don't  want 
to  be  blamed  for  upsetting  the  world 
financial  system.  And  while  some 
poorer  coimtries  may  yet  collapse  un- 
der their  oil-import  bills,  most  of  the 
industrial  nations  have  adjusted  to  the 
higher  cost  of  oil. 

Like  everything  else  concerning  the 
Middle  East  in  the  past  two  years, 
the  fears  of  what  would  be  done  with 
the  oil-producing  nations'  "surplus" 
have  proved  wildly  different  from  the 
reality.  Today  most  oil-producing  na- 
tions have  no  money  surplus;  and 
those  that  do— mainly  Kuwait  ($5  bil- 
bon)  and  Saudi  Arabia  ($18  billion) 
—are  investing  it  with  great  caution. 

Slow  And  Careful 

In  a  way,  the  fears  were  only  natural. 
To  the  West,  the  Arabs  were  like  the 
man  who  broke  the  bank  at  Monte 
Carlo:  a  source  of  money  for  any 
scheme,  even  for  financing  the  devel- 
opment of  North  Sea  oU.  Recently 
Assistant  U.S.  Treasury  Secretary  Ger- 
ald Parsky  suggested  that  the  Saudis 
were  interested  in  U.S.  utilities.  To 
which  idea  one  Saudi  rejoined:  "Do 
you  think  we're  nuts?" 

An  American  banker  in  London  re- 
caUs  the  early  days  wryly:  "We'd  have 
a  loan  that  wasn't  doing  very  well 
and,  as  we  didn't  want  to  lend  the 
client  any  more  of  our  money,  in- 
evitably somebody  would  suggest, 
'Why  don't  we  ask  the  guys  with  all 
the  money?'  But  all  the  Arabs  would 
do  was  give  us  deposits  and  let  us 
take  the  risk  of  investing  them." 

The  Westerners  made  such  simple, 
false  assumptions  because  they  were 
looking  at  the  money,  not  at  the  peo- 
ple. The  Egyptians,  who  need  $4  bil- 
lion of  those  Arab  surpluses  for  their 
own  development,  have  a  shrewder 
appraisal.  They  know  the  Gulf  Arabs 
are  naturally  cautious  and  were  made 
more  so  by  losing  money  to  such  as 
Bernard  Comfeld  and  currency  fluc- 
tuations. As  one  Egyptian  told 
Forbes:  "The  Saudis  and  Kuwaitis 
take  no  risk  whatever.  But  they  trust 
the  U.S    companies."  U.S.  banks  like 


Morgan,  First  National  City,  Chase 
Manhattan  and  Bank  of  America  han- 
dle the  lion's  share  of  Arab  funds. 

This  trust  in  U.S.  companies  gave 
rise  to  the  triangular  investment  con- 
cept: Egypt  as  site  and  source  of  la- 
bor, Arab  surpluses  for  finance  and 
American  organization  skills  for  prime 
development  contracting.  Sadly,  it  is 
still  just  a  concept  today. 

Egypt  is  groaning  under  enormous 
foreign  debt— approximately  $7  bil- 
lion to  the  West  alone,  plus  possibly 
another  $5  bilHon  to  the  Russians— its 
infrastructure  is  war-starved.  Presi- 
dent Sadat  just  last  month  toured  the 
oil  capitals  practically  begging  for  the 
$4  billion  Egypt  needs— and  getting 
very  much  less  than  needed  in  pledges 
from  the  tightfisted  billionaires.  Mean- 
while, Egypt  cannot  afford  to  provide 
the  roads  and  civil  amenities  for  large 
private  industrial  projects.  "We  want 
modest  projects,"  says  an  Egyptian 
diplomat,  like  warehousing  and  small 
industry.  No  giant  deals  for  now! 

What  then  are  Kuwait  and  Saudi 
Arabia  doing  with  their  billions? 

The  picture  after  two  years  is  that 
the  money  is  following  very  conven- 
tional and  cautious  paths.  The  Saudi 
Arabian  monetary  agency  (SAMA), 
the  central  bank,  had  $14  billion  on 
short-term  deposit  at  the  end  of  1974. 
In  1975  it  simply  added  $7  billion  to 
that  total.  SAMA's  advisers— London's 
Baring  Bros,  and  New  York's  White 
Weld— may  advise  more  exciting  in- 
vestments, but  their  clients  usually  do 
not  listen.  And  the  sophisticated  Ku- 
waitis were  hardly  more  adventurous: 
government-guaranteed  debt  instru- 
ments in  Japan,  Brazil,  the  U.S. 

Last  year  the  oil-rich  were  to  go 
longer  term  with  their  investments  in 
response  to  lower  short-term  rates. 
They  did— fearfully. 

In  the  U.S.  in  1975,  $5.2  billion  of 
Middle  East  money  flowed  into  long- 
term  investments— which  means  any- 
thing over  a  year.  Of  that  total,  $1.7 
billion  went  into  Treasury  bonds  and 
notes;  $1.4  billion  into  other  (main- 
ly U.S.  Government  agency)  bonds; 
and  $1.4  billion  into  stocks.  Hardly 
a  tidal  wave. 

The  one  public  transaction  involv- 
ing Saudi  government  money  in  1975 
was  the  direct  financing  by  SAMA  of 
a  debt  issue  of  the  American  Tele- 
phone &  Telegraph  Co.  It  was  for  only 
$100  million  and  the  maturity  only 
six  years  (interest  rate  8.4%).  As  one 
banker  comments:   "Even  in  govern- 
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Arab  oil  money  must  have 
bought  out  our  ham- 
burger chain. 

ments,  you'd  think  they'd  look  at  15- 
year  things,  but  no.  They  go  five  to 
ten.  They  have  tremendous  fear  of  in- 
flation and  interest  rate  changes." 

Once  again,  though,  look  at  the  peo- 
ple, not  the  money.  The  men  who  run 
these  central  bank  funds  in  the  Gulf 
states  are  not  sophisticated  financiers. 
They  rely  heavily  on  their  foreign 
bankers  and  advisers,  but  even  so  are 
overworked  because  there  is  no  back- 
up of  trained  staff.  Saudi  Arabia,  with 
help  from  Morgan  Guaranty,  is  open- 
ing a  bank  in  London  specifically  to 
train  Saudis  in  how  to  work  in  a  real 
money  market. 

As  with  public  money,  so  with  pri- 
vate. Land  and  property  are  the  fa- 
vored investments.  "If  you  are  born 
an  Arab,"  says  a  Lebanese-bom  bank- 
er, "you  grow  up  learning  that  money 
in  stone  is  worth  more  than  anything." 
So  investment  goes  to  land  in  Jeddah 
and  then  to  hotels  and  buildings  in 
Cairo  and  fine  old  residences  in  Lon- 
don. That  such  money,  especially  Ku- 
waiti, was  lost  in  the  destruction  of 
Beirut  is  only  a  reminder  that  no  in- 
vestment is  safe. 

The  last  time  sizable  private  funds 
came  out  of  Saudi  Arabia  to  the  Euro- 
dollar market  was  in  1969  when  in- 
terest rates  were  running  12%.  The 
money  stayed  out  until  1971  and  suf- 
fered from  the  first  dollar  devaluation. 

Says  a  U.S.  banker  who  has  ad- 
vised and  handled  private  money  in 
the  Middle  East  for  ten  years:  "When 
you  have  ten,  20,  sometimes  40  peo- 
ple a  week  coming  at  you  with 
schemes  to  take  your  money,  you  be- 
gin to  distrust.  .  .  ." 

And  so,  two  years  after  the  oil  cri- 
sis, the  West  is  starting  to  look  at  the 
people  of  the  Middle  East  ratht-r  than 
at  the  sheer  statistics.   ■ 
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A  few  calming  words 
about  the  storm  over  pension  fiind  investment. 


It  is  difficult  to  remem- 
ber a  time  when  there  has 
been  such  agitation  over  pen- 
sion funds.  Where  should 
the  money  be  invested?  In 
equities?  In  fixed-income  in- 
vestments? Partially  in  both? 
How  much  in  each? 

Much  of  this  confusion 
is  imderstandable  but  we  see 
no  real  reason  for  concern. 
Every  economic  climate  has 
its  own  opportunities.  It's  a 
question  of  being  able  to 
seize  them. 

And  the  requirement  here  is 
financial  flexibility. 

In  its  pension  fund 


investment,  Metropolitan 
Life  is,  above  aH,  flexible. 

We  have  been  able,  in 
uncertain  economic  times 
like  these,  to  use  our  fixed- 
income  investment  skills  to 
make  secure  investments 
which,  while  extremely 
stable,  still  offer  a  fine  yield. 

When  our  economic 
indicators  tell  us  we  will  be 
heading  for  an  improving 
economy,  we  will  be  in  a 
position  to  evaluate  those 
equities  which  we  believe 
will  offer  greater  opportun- 
ity in  a  rising  market. 

So,  regardless  of  condi- 


tions, we  are  able  to  judi- 
ciously invest  pension  funds. 
More  than  that,  we  can  insure 
your  fund  so  that  payment  to 
your  employees  is  guaranteed 
at  time  of  retirement. 

For  these  reasons,  a 
great  number  of  companies 
large  and  small  have  decided 
to  place  their  pension  funds 
with  Metropolitan  and  are 
now  avoiding  the  storm. 

We  suggest  that  you 
consider  placing  yours  with 
Metropolitan,  too. 

O  Metropolitan 

Where  the  future  is  now 


Whatta  Way  To  Run  (Down)  A  Railroad 


A  once  healthy  railroad  has  become  a 
so-so  conglomerate.  That's  progress? 


Chicago  lawyer  Ben  W.  Heineman 
demonstrated  how  to  turn  a  sick  rail- 
road into  a  healthy  conglomerate, 
Northwest  Industries.  Formula:  Use 
the  railroad's  cash  and  paper  to  buy 
other  companies  and  use  its  tax  cred- 
its to  shelter  their  earnings;  then, 
get  rid  of  the  railroad.  Now  another 
lawyer,  William  B.  Johnson,  seems  to 
be  trying  the  same  game. 

Since  he  took  over  the  old  Illinois 
Central  Railroad  in  1967,  Johnson  has 
used  its  common  and  preferred  stock 
and  cash  to  conglomerate  into  soft 
drinks  (Pepsi-Cola  General  Bottlers, 
Dad's  Root  Beer,  Bubble-Up);  muf- 
flers ( Midas-International ) ;  brake 
shoes  and  industrial  equipment 
(Abex);  plus  a  grab  bag  of  outfits 
making  equipment  for  trucks,  buses 
and  railroad  cars.  IC  Industries,  as 
the  parent  company  is  now  known, 
also  owns  a  developed  chunk  of  down- 
town Chicago  lakefront  real  estate. 
Last  year  the  conglomerate  had  rev- 
enues of  $1.5  billion— less  than  40% 
from  the  railroad— and  netted  a  rath- 
er thin  $49  million  on  it,  down  from 
$57  million  the  year  before. 

Railroad,  Anyone? 

So  far,  Heineman's  formula.  Now, 
when  and  how  does  Johnson  get  rid 
of  the  railroad? 

Johnson,  a  crisp,  seemingly  relaxed 
man  of  57,  took  that  question  right  in 
stride.  Surrounded  by  his  lawyer  and 
top  aides,  Johnson  reminded  us  that 
President  Ford  was  about  to  sign  the 
Rail  Revitalization  Act  (he  has  since 
signed  it).  The  act,  says  Johnson,  will 
encourage  mergers  because  it  obli- 
gates the  Interstate  Commerce  Com- 
mission to  say  yes  or  no  to  merger 
proposals  within  31  months.  (In  the 
Rock  Island  Railroad  case,  the  ICC 
took  over  ten  years  and  then  im- 
posed impossible  conditions  to  its 
approval. ) 

Since  Johnson  took  over,  the  IC 
has  already  made  one  merger— with 
the  old  Gulf,  Mobile  &  Ohio.  IC's 
railroad  property,  now  known  as  the 
Illinois  Central  Gulf  Railroad,  op- 
erates 9,548  miles  of  track  and  ranks 
12th  in  revenues  among  the  nation's 
railroads.  The  merger  experience, 
however,  does  not  seem  to  have  im- 
pressed Johnson.  In  spite  of  the  pros- 
pect for  faster  merger  action,  as  he 
puts  it:  "We  don't  plan  to  buy  any 
railroads.  It  would  be  inconsistent 
with  our  original  and  present  cor- 
porate objectives."  But  if  not  a  buyer, 
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Johnson  is  more  than  veiling  to  be  a 
seller.  "So  our  railroad  would  certain- 
ly be  a  merger  candidate.  That  doesn't 
mean  immediately,  or  at  any  price." 

Who  would  want  the  IC?  Last  year 
was  a  bad  one  for  the  railroads,  but 
it  was  a  disaster  for  the  lUinois  Cen- 
tral, which  went  from  a  pretax  profit 
of  $18  million  in  1974  to  a  loss  of 
$20  million.  The  situation  would  have 
been  even  worse,  Johnson  concedes, 
had  he  not  delayed  some  needed 
maintenance  work.  This  year  will  be 
better,  but  not  better  enough.  The 
best  that  analysts  can  see  for  the 
railroad,  under  almost  ideal  condi- 
tions, would  be  a  profit  of  $10  mil- 
Johnson  of  IC  Industries 


lion— as  against  $29  million  as  recent- 
ly as  1973. 

The  fact  is  that  the  Illinois  Cen- 
tral has  been  running  badly  downhill 
in  recent  years;  the  recession  only 
sped  up  the  process. 

Back  in  1965  the  Illinois  Central 
jGulf  had  one  of  the  best  safety  rec- 
ords in  the  industry.  Since  then,  its 
rate  of  train  accidents  per  million 
train  miles  has  more  than  doubled, 
despite  the  fact  that  Johnson  has  spent 
around  $100  milhon  a  year  on  track 
maintenance. 

"We  think  the  railroad  is  in  quite 
good  condition,"  insists  Johnson.  But 
he  adds:  "That  doesn't  mean  it's  in 
the  best  condition  of  any  railroad  in 
the  country.  It  isn't."  No  indeed.  Ac- 
cording to  one  analyst's  estimate, 
Johnson  will  have  to  spend  at  least 
$30  milhon  just  to  bring  the  ICG's 
Kansas  City-to-Chicago  line,  a  heavi- 
ly used  route,  up  to  the  standards  of 
the  well-run  Union  Pacific  or  the  Nor- 
folk &  Western. 


East  Meets  West 

The  ICG  is  an  unusual  railroad. 
Most  run  east  to  west.  The  ICG's 
main  Unes  run  north  to  south,  closely 
paralleling  the  Mississippi  River.  Its 
main  competitors,  therefore,  are 
barges.  To  compete  against  their  low 
rates,  the  ICG  needs  good,  fast 
equipment.  Not  only  has  the  ICG  been 
losing  business  to  the  barges,  but  also 
to  the  Missouri  Pacific  Railroad.  The 
ICG,  for  example,  used  to  dominate 
the  automobile-hauling  business.  Last 
year,  however,  the  Missouri  Pacific 
won  a  big  contract  from  General  Mo- 
tors. This  year  it  hopes  to  get  even 
more  business.  "If  a  fellow  wants  to 
lay  down  and  take  a  snooze,"  says  a 
Missouri  Pacific  executive,  "I  don't 
mind  picking  his  pockets." 

Ben  Heineman  solved  the  problem 
of  getting  rid  of  the  North  Wcstom 
railroad  by  "seHing"  it— in  cflect,  giv- 
ing it— to  the  employees.  That  way  he 
unloaded  the  railroad's  debt,  but  held 
on  to  tremendously  valuable  tax  cred- 
its. Bill  Johnson's  railroad  is  more  val- 
uable than  the  old  North  Western, 
but  it  is  going  in  the  same  direction- 
down.  If  Johnson  can  get  somebody 
to  take  the  railroad  off  his  hantls  and 
leave  him  with  the  tax  credits,  he 
may  be  able  to  hatch  a  second  North- 
west Industries.  But  no  one  is  count- 
ing the  chickens.  IC  stock,  wljich  sold 
close  to  $50  during  Johnson's  first 
years  at  the  throttle,  recently  fetched 
only  $17  a  share.  As  things  now  stand, 
IC  is  a  deteriorating  railroad  and  an 
unproved  conglomerate.   ■ 
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1976  Lincoln  Continental 
with  30.000  miles 
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i976Caaiiiac 
with  3,000  miles 


October  14, 1975.  The  Sausalito  Handicap. 
How  did  Lincoln  Continental's  ride  hold  up  after  30,000  miles? 

68  out  of  100  Cadillac  owners  agree. 

A 1976  Lincoln  Continental  with  30,000  miles 

has  a  better  ride  than  a  new  1976  Cadillac. 
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There's  only  one  way  to  find  out  how  the  riding  qual- 
ity of  an  automobile  will  hold  up  over  30,000  miles: 
drive  it  30.000  miles  and  see  for  yourself 

We  drove  this  1976  Lincoln  Continental  30,000 
highway  miles  Then  an  independent  testing  company 
«v.'t  out  to  measure  its  ride  against  a  very  tough  com- 
petitor- a  brand-new  Cadillac  with  just  3,000  break-irt 
miles 

V\te  called  this  unusual  test  the  Sausalito  Handicap.  • 

One  hundred  Cadillac  owners  from  the  San  Fran- 
cisco area  test-drove  and  test-rode  both  cars  over  the 
identical  route. 

And  after  42  miles  of  highway  driving  and  nding. 
68  Cadillac  owners  out  of  100  said  the  1976  Lincoln 


Continental-the  car  with  30,000  miles-had  a  better^ 
ride  than  the  brand-new  Cadillac!      . 

Maybe  the  way  this  Cpntinental's  ride  held  up  tells 
you  why  a  separate  survey  projects  that  over  the  last 
four  years  more  thlan  "40.000  Cadillac  drivers  have 
switched  to  Lincoln  Continental  or  Continental 
.  Mark  IV.  Experience  is  after  all  the  best  teacher 
' '  Experience  Continental  for  yourself  by  talking  to 
Lyourdealeraboutbuyingorleasinga1976Continental. 

LINCOLN  CONTINENTAL 


LINCOLN-MERCURY  DIVISION   (jc^ 


Report  from  Number  One  Wall  Street 
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Daud  K.  Darcy,  Senior  Vice  President 
Natiorml  Division 

Harvesting  a  cash 
crop  in  Kansas,  a  credit 

drougnt  can  he  as  devastating  as  a  real 
drought  in  farm  country.  And  farm 
husinesses  and  local  hanks  rely  on  the 
Irving  when  they  need  help. 

"We  have  great  confidence  in  agri- 
culture and  its  continued  growth,"  says 
Dave  Darcy,  who  heads  the  Irving  s  Na- 
tional Division,  which  serves  businesses 
and  correspondent  hanks  across  the 
country.  "Most  Midwest  grain  famiers 
don't  know  our  name,  but  we're  out 
there  helping  just  the  same. 

"For  example,  a  correspondent 
hank  in  Kansas  City  asked  us  to  consider 
an  c:)verline  to  a  regional  grain  company. 
The  problem  was  that  expanding  busi- 
ness and  inflated  grain  prices  had  pushed 
credit  reeiuirements  beyond  the  limit  of 
local  and  regional  banks. 

"Setting  up  secured  financing  was 
easy,  and  (Xir  knowledge  and  experience 
allowed  us  to  provide  additional  unse- 
cured credit  facilities  to  help  the  com- 
pany carry  non-grain  inventories. 

"As  a  result,  the  company  was  able 
to  continue  an  unbroken  tradition  of 
paying  customers  in  cash  tor  their  crops 
. . .  and  that  made  a  lot  of  fanners  happy." 

Solving  uncommon  problems  is  an 
impt)rtant  parr  of  our  banking  business 
. . .and  that  helps  make  us  unique. 


.'...■.:..  lUT  H.  Him.sc-n,  A.vsisttinr  Viee  President  and  G.  .Alien  Geycr,  Vice  President 
Product  Marketing  Department,  Market  Programs  Dui.sion 

Knowing  what  to  do  is  only  parr  ot 


The  high-scoring  cash 
management  team. 

Al  ( ieyei,  Wally  Maii>cn  ant.1  their  staff 
do  a  lot  of  consulting  studies  for  Ftirtunc 
500  ctimpanics— reducing  receivables 
float,  optimum  disbursement  locations, 
bank  compensation,  mobili::;itii>n,  cash 
management  forecasting  and  control. 
Their  work  inv\)l\'es  both  optimi;:;ition 
techniques  using  computer  models  tor 
disbursement'^  and  receivables,  and  spe- 
cial analytical  studies  using  the  lr\ing's 
unique  expertise  in  clearing  schedules, 
cash  management  systems,  and  cost  of 
services. 


Checks,  Payroll  service 


iitory  Iran 
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the  game,  though.  Getting  it  done  with 
ser\'ice  follow-through  is  what  really 
counts.  Whether  it's  Zero  Balance 
[disbursements,  I\'pository  Transfer 
Checks,  Payrol 
team  delivers. 

It's  a  team  you  get  to  know. 
Because  the  hrst-string  Ir\ing  people  on 
your  ream  stay  with  you  all  the  way. 
The  rewards  can  be  substantial. 

In  the  case  of  one  company,  more 
than  half  of  i>ne  year's  profits  flowed 
directly  tromcash  management  methods 
iastalled  by  the  Irxing. 

if  you  would  like  to  know  more 
about  how  the  Irxing's  uni(.|ue  combina- 
tion couki  benefit  your  own  company, 
call  AlCeyer  at  (2 12)  487-6207. 
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m  deRochefort,  Vice  President 

.crnational  Correspondent  Banking  Division 

Floating  a  fertilizer 
lant  for  Indonesia. 

an  deRochefort,  who  supervises 
vinf,''s  correspondent  bankinj^  opera- 
)ns  in  Asia  and  the  Middle  East,  has 
lilt  up  relationships  with  many  devel- 
>in^  countries.  And  he's  anxious  to 
lable  them  to  expand  their  economies 
ith  investment  ties  that  can  originate 
ith  any  company  or  country  ready  to 
.1  business. 

Take  Indonesia,  which  is  currently 
.^pendent  on  costly  imported  urea, 
he  lrvin<,'  participated  in  a  worldwide 
ndicatc  to  brin).^  a  shipbome  tertili:x'r 
ant  there  to  shore  up  hukinesia's  ability 
>  meet  its  own  fertilizer  needs  and  even 
lable  the  country  to  export  a  little 
nmonia.  It  should  briny  Indonesia  an 
inual  foreign  exchange  benetit  of  $600 
illion. 

The  tk)atin)4  plant  has  mobile  effi- 
ency.  Its  raw  material  is  natural  yas 
ow  bein<i  flared  or  wasted  at  offshore 
ys.  When  the  yas  at  one  site  is  ^one, 
^e  ship  moves  un  to  another  of  the 
.^untry's  ample  ^offshore  sources. 

"The  lr\inj^'s  relatitinshirs  with 

nesia  >io  back  to  pre- World  War  II 
,  and  today  we  work  closely  with  the 
bnrral  bank  and  all  five  of  the  state  com- 
kercial  banks,  and  we  have  many  close 


ties  with  leading  financial  and  industrial 
organizations,"  observes  de  Rochefort. 

It  is  our  unique  international 
relationships  built  up  over  the  years- 
the  floating  plant  was  built  by  Swiss  and 
Belgian  fimis- that  enable  countries 
like  Indonesia  to  move  ahead. 


Sujuniic"  Zorjjo,  Federal  Funds  Broker 
Bond  and  Moiic)  Warket  /)ii  i.sion 

Wednesdays  are 

CnaOtiCa  E\ery  day,  Suzanne 
Zorgo  brokers  hundreds  of  millions  in 
overnight  Federal  Funds.  It's  a  demand- 
ing job  that  requires  a  headset  instead  of 
a  regular  telephone.  But  no  day  is  e\'er  as 
busy  as  Wednesday— settlement  day. 

From  all  over  the  country,  money 
desks  call  her  to  buy  or  sell,  or  just  to  get 
a  fe«l  of  the  market.  "It's  a  demanding 
and  sensiti\'e  job,"  says  Suzanne,  "because 
you're  constantly  talking  to  professionals 
wln)  kne)w  l"n>w  to  make  their  bank's 
money  work.  You  have  to  build  and  gain 
their  confidence  by  the  way  you  conduct 
the  market." 

And  Suzanne  does.  Her  desk, 
which  is  part  of  the  Ir\ing's  Bond  and 
Money  Market  Divisit)n,  makes  the 
Irving  the  only  bank  in  the  U.S.  that 
brokers  Federal  Funds.  Which  keeps  Ms. 
Zorgi-.  on  the  telephone  for  most  of  the 
day.  Rirticularly  on  Wednesdays. 


T  Carter  Hagaman,  Vice  President 
Corporate  Financial  Counseling  Department 

A  profitable  dialogue. 

T.  Carter  Hagaman  heads  the  Irving's 
Corporate  Financial  Counseling 
Department.  With  15  full-time  profes- 
sionals, the  deparmient  is  aptly  named. 
"We  work  closely  with  clients  on  a  con- 
tinuing individual  and  confidential  basis. 
We're  here  to  advise.  To  assist.  To  offer 
informed  objectivity,"  says  Hagaman. 

The  Irving's  counseling  covers 
two  major  areas: 

First,  there's  finance— the  aggrega- 
tion of  corporate  capital  at  reasonable 
rates.  For  one  client,  the  dialogue  may 
concern  the  advantages  and  drawbacks 
of  ec]uity.  For  another,  the  various  alter- 
natives in  a  debt  financing.  For  still 
ant)ther,  a  review  of  dividend  policy. 

Second,  there's  capital  manage- 
ment— the  use  of  capital  as  a  resource. 
Here,  we  help  clients  answer  such  ques- 
tions as:  Can  ROI  perfomiance  stan- 
dards work  in  my  company.''  How  can  we 
best  allocate  limited  investment  capital.' 
Should  each  division  have  the  same  goal 
in  return  on  invesmients? 

More  and  more  companies  have 
come  to  realize  that  a  dialogue  with  our 
Corporate  Financial  specialists  is  a  profit- 
able one.  How  can  you  start  talking  with 
the  people  who  talk  your  language? 

Hagaman  answers:  "We  Took  at  a 
relationship  With  the  Irving  as  a  prepaid 
retainer  to  call  on  our  services  and  tnat's 
unique.  For  financial  dialogue,  call  us." 


Irving  Trust  Company.  Unique.  Worldwide. 

A  CHARTER  NEW  YORK  BANK  G 


•rJgi?g>T<-a 


The  World  of  Fniekaui. 
Now  helping  finance  a  total 
world  of  transportation. 

As  a  leader  in  the  transportation  industry, 
we  also  keep  American  goods  on  the  move 
through  the  wheels  of  fmance. 

In  addition  to  helping  lease  Fruehauf  and 
Hobbs  trailers,  our  F'ruehauf  Finance 
Company  now  finances  every  product  we 
make  —  and  that  includes  almost  everything 
imaginable  in  transportation-related 
equipment:  things  like  ship  conversion  and 
construction,  cranes,  containers,  parts  and 


service,  and  even  truck  equipment. 

They  lend  help  as  well  as  money  — 
counseling  customers  m  making  decisions 
on  leasing  or  buying.  They  also  assist 
customers  in  mergers  and  acquisitions 
and  arrange  financing  for  terminals  and 
other  capital  expenditures. 

Yet,  as  wide-ranging  as  this  total 
financing  is,  it's  just  part  of  the  total 
world  of  Fruehauf  Corporation.  For  a  more 
comprehensive  look,  write  for  our  World 
of  Transportation  book: 
Fruehauf  Corporation,  Dept. 
FO-36,  10900  Harper 
Avenue,  Detroit,  MI.  48232. 
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aking  Two  Out  Of  One 


Management  buyouts  create  a  new  company  from  a  division 
or  family  outfit.  Look  for  more  of  them  this  year. 


If  conglomeration  remains  a  major 
trend  in  American  industry,  its  op- 
posite—deconglomeration— is  getting 
to  be  a  healthy  minor  trend. 

In  December,  Rockwell  Interna- 
tional, a  company  that  manufactures 
auto  parts,  aerospace  products,  jet 
aircraft  and  TV  sets,  shed  a  major 
division.  It  did  not  sell  the  division  to 
another  multicompany.  The  division 
became  an  independent  company. 

Thus  was  bom  Incom  International, 
with  1975  revenues  of  $140  million 
and  earnings  of  $8  million,  produc- 
ing a  melange  of  industrial  products: 
gears,  bearings,  electrical  motor  drives 
and  air  and  liquid  filters. 

Incom  International  was  created 
by  what  The  Street  calls  a  "manage- 
ment buyout."  The  company  was,  in 
effect,  taken  over  by  the  men  who 
previously  ran  it  as  division  managers. 

The  management  buyout  is  not 
new.  In  the  late  Sixties  it  was  fairly 
common.  It  involved  selling  a  division 
to  a  private  group— usually  the  former 
managers— who  would  nurse  it  along 
until  it  could  go  public  as  an  inde- 
pendent company.  Such  companies  as 
Stemdent  (from  the  Stem  family), 
Davis  Wire  (from  Eagle-Picher)  and 
Audio  Magnetics  (from  Mattel)  were 
created  this  way.  So  was  Beker  In- 
dustries; it's  now  a  $190  million  com- 
pany and  a  recent  hot  stock. 

The  post- 1970  bear  market  put  the 
damper  on  these  deals  because  the 
prospect  of  ultimately  going  public 
was  largely  foreclosed.  But  now  man- 
agement buyouts  are  coming  back. 

The  Rockwell-Incom  deal  worked 
like  this: 

The  New  York  investment  house  of 
Bear,  Steams  &  Co.  paid  Rockwell  $86 
million,  $78  million  in  cash.  Bear, 
Stearns  got  the  money  by  convincing 
Incom's  lenders  who  put  up  most  of 
the  money  that  cash  flow  was  suffi- 
cient to  pay  off  the  loan.  About  one- 
third  was  borrowed  on  less-than- 
seven-year  notes  from  a  group  of 
banks;  most  of  the  long-term  funds 
came  from  Prudential  and  Teachers 
Insurance. 

The  deal  was  highly  leveraged.  Of 
$86  million,  there  was  only  $20  mil- 
lion of  front  money  or  common  and 
preferred  stock.  Of  the  common  stock, 
10?  was  provided  by  Bear,  Steams, 
20%  by  the  management  team  headed 
by  Edward  C.  Mabbs. 

What  motive  did  the  institutions 
have  for  financing  such  a  highly  le- 
veraged deal?  First,  the  interest  rate 


was  an  attractive  10%  to  11%.  Sec- 
ond, they  wound  up  vdth  a  very  fat 
piece  of  the  action— 70%  of  the  com- 
mon equity  of  Incom. 

As  for  the  banks,  who  got  part  of 
that  equity  via  holding  company  sub- 
sidiary investments,  they  have  little  to 
worry  about.  Their  loans  will  be  paid 
off  long  before  the  insurance  loans 
come  due.  Furthermore,  not  a  penny 
may  be  paid  in  dividends  until  most 
of  the  bank  debt  is  retired.  With  a 
cash  flow  of  $11  million  a  year,  Incom 
should  have  no  serious  problem  pay- 
ing off  the  bank  debt. 

Why  did  Rockwell  decide  on  a 
management  buyout?  Because  the 
buyout  involved  nearly  all  cash  for 
Rockwell;  other  prospective  buyers 
wanted  to  pay  with  cash  and  notes. 


Robert 
Davis 


Arthur 
Kearney 


The  genesis  of  the  deal  is  fascinat- 
ing. A  Bear,  Steams  buyout  team  was 
looking  for  an  executive  to  run  a 
smaller  company  they  had  bought 
out.  A  headhunter  brought  them  the 
name  of  Rockwell's  Edward  C. 
Mabbs.  They  met  Mabbs  and  were 
impressed.  But  Mabbs  wasn't  as  in- 
terested in  running  a  small  company 
as  he  was  in  running  his  present  busi- 
ness as  an  independent  company. 

The  Bear,  Steams  buyout  men 
then  made  a  pitch  to  Rockwell,  which 
needed  cash.  The  deal  appealed  to 
Rockwell  boss  Willard  F.  Rockwell 
Jr.  Not  only  did  it  bring  his  company 
a  lot  of  badly  needed  green;  it  also 
protected  Mabbs  and  several  key  ex- 
ecutives who  might  have  lost  their 
jobs,  were  Incom  to  be  absorbed  by 
another  multicompany. 

With  the  stock  market  booming 
again  and  with  many  big  companies 
still  in  need  of  cash,  you  can  look 
for  management  buyouts  to  increase 
this  year.  That's  good  news  for  Bear, 
Steams,  a  pioneer  in  buyouts.  It  has 


Jerome 
Kohlberg 


done  a  dozen  or  so 
deals  in  the  last  ten 
years,  including  Va- 
por Corp.  and  Mid- 
land Glass.  Paine, 
Webber,  Jackson  & 
Curtis  is  active, 
too,  through  Arthur 
Kearney  and  Robert 
Davis,  two  vice 
presidents.  Their 
biggest  deal:  the 
$31-million  buyout 
of  Thompson  Steel 
from  Avco  Corp.  Recently  they  used 
an  ESOP— employee  stock  ownership 
plan— to  arrange  a  leather  company 
buyout.  ESOPs  are  being  used  more 
in  employee  buyouts  of  subsidiaries. 

Gibbons,  Green  &  Rice  is  a  small- 
ish, six-year-old  outfit  that  does  noth- 
ing but  buyouts.  In  December  it 
bought  St.  Johnsbury  Trucking  for 
$20  million.  In  this  case,  it  was  not  a 
bigger  company,  but  the  founding 
famfly  that  did  the  selling.  Most  of 
the  older  Zabarsky  family  members 
wanted  out;  Martin  Zabarsky  did  not. 
Gibbons,  Green  &  Rice,  in  effect,  pro- 
duced the  money  to  enable  Martin 
Zabarsky,  43,  to  buy  out  the  rest  of 
his  family.  Martin  Zabarsky  remained 
to  run  the  company  and  owns  about 
20%  of  the  equity.  The  bankroll  for 
the  deal  was  provided  by,  among  oth- 
ers. General  Electric's  pension  trust. 

It  took  Gibbons,  Green  &  Rice  two 
years  to  do  the  deal,  but  it  was  well 
worthwhile.  Partner  Joseph  L.  Rice 
says  his  firm  got  a  fee  of  $500,000 
plus  10%  of  the  equity.  Bear,  Steams* 
Incom  deal  fee  was  over  $750,000.  If 
the  fees  seem  high,  so  is  the  knowhow 
and  the  patience  required. 

The  risks  are  thorny  ones.  "If  busi- 
ness sours  or  interest  rates  soar,"  says 
Bob  Davis,  "you  can  get  badly 
squeezed  with  all  the  debt  leverage.  I 
don't  like  any  deal  where  internal 
cash  flow  can't  pay  off  the  debt  within 
ten  to  12  years."  Bear,  Steams'  Jerome 
Kohlberg  Jr.  avoids  technology  for 
similar  reasons:  "Your  technology 
could  be  made  obsolete  ovemight. 

"You  aren't  likely  to  score  as  big  a 
gain  in  these  deals  as  you  could  with 
a  highly  successful  startup,  but  nei- 
ther are  you— provided  you've  done 
your  homework— going  to  get  stuck 
with  horrendous  losses." 

Whatever  the  problems,  the  whole 
approach  is  both  refreshing  and  con- 
structive. In  any  year  of  conglomera- 
tion, an  age  when  the  big  seem  to 
get  bigger  and  bigger,  management 
buyouts  are  a  modest  potential  soxiice 
of  new,  medium-sized  companies. 
They  are  also  a  way  for  capable  man- 
agements to  attain  an  ownership  stake 
in  a  business  that  they  otherwise  have 
to  run  as  salaried  employees.  ■ 


i 


FORBES.    MARCH    15.    1976 


55 


If  YouVe 
Got  The 
Time . . . 
We've  Got 
The  Place. 


. . .  and  we're  certain  that  your  time 
will  not  be  wasted  if  you  take  a 
good,  close  look  at  what  North 
Carolina  can  offer  industry.  Not 
only  do  we  have  a  place  for  your 
business,  there  is  much  more  that 
deserves  your  attention. 
Official  estimates  indicate  a  current 
available  labor  force  of  183,800 
capable,  willing  workers,  many  of 
them  trained  in  a  variety  of  skills 
necessary  for  industrial  expansion. 
With  our  network  of  technical 
schools  and  community  colleges, 
the  workers  selected  by  you  can  be 
trained  to  your  specifications  in  a 
state  program  that  is  recognized  as 
one  of  the  best  in  the  nation. 
If  you  need  a  modern  industrial 
building,  you  will  be  able  to  choose 
from  a  variety  of  prime  facilities 
located  throughout  the  state  that  are 
available  for  immediate  occupancy. 
Sizes  vary  from  the  very  small  up 
to  225,000  square  feet.  If  you  need 
to  build  your  own  facility,  you  will 
discover  that  building  costs  are 
extremely  favorable.  Dodge  Building 
Cost  Services  reports  that  industrial 
building  costs  in  North  Carolina  are 
the  second  lowest  in  the  nation. 
There  are  many  other  factors  that 
make  North  Carolina  an  excellent 
choice  for  any  industry— superb 
educational  and  research  facilities 
—two  deep-water  ports  with 
worldwide  service  ...  an  excellent 
transportation  system  and  an  AAA 
rated  state  government  which 
provides  complete  plant  location 
services  and  environmental  permit 
assistance. 

These  are  some  of  the  factors  that 
are  favorable  for  your  location  in 
North  Carolina.  Take  the  time  to 
discover  for  yourself  all  the  reasons 
why  North  Carolina  means  business! 
Phone,  telex  or  write: 
Bob  C.  Goforth,  North  Carolina 
Department  of  Economic  Development, 
Dept.  SP3 
P.O.  Box  27687, 
Raleigh,  North  Carolina  27611. 
Phone:  (919)  829-4151, 
Telex:  57-9480. 


Oops! 


North  Carolina 


Inadvertently, 
Congress  cut 
down  IDS's 
money  tree. 


Poor  Investors  Diversified  Services. 
Its  3%  money  tree  Forbes  wrote  about 
last  fall  {Sept.  J)  is  no  more.  It  was 
felled  almost  accidentally  by  Congress 
and  the  Internal  Revenue  Service. 

IDS's  money  tree  was  its  80-year- 
old  investment  certificate  business, 
which  in  1974  provided  27%  of  sales 
and  well  over  half  of  IDS  earnings. 
Until  Jan.  1  of  this  year  it  worked 
like  this:  Company  salesman  rang 
doorbells  peddling  so-called  face- 
amount  certificates  to  individuals  who 
paid  for  them  in  monthly  install- 
ments. Twenty-two  years  later  the  in- 
dividuals got  their  money  back— with 
interest:  3%  compounded  annually  on 
which,  of  course,  the  investors  then 
had  to  pay  taxes.  Or  they  might  get 
their  money  back  in  15  years  collect- 
ing just  2.5%  in  compounded  annual 
interest.  This  in  a  time  when  U.S. 
Treasury  bonds  yielded  8%  or  more 
and  savings  banks  were  paying  the 
equivalent  of  8%  for  four-year  de- 
posits. Worse,  customers  who  wanted 
to  drop  out  of  the  plan  couldn't  get 
their  full  investment  back  unless  they 
kept  making  payments  for  at  least 
eight  years.  And  then  they  got  no  in- 
terest. Over  half  of  those  who  tried 
this  deal,  according  to  the  prospectus 
filed  with  the  Securities  &  Exchange 
Commission,  dropped  out  early,  los- 
ing up  to  20%  of  their  principal. 

Truthful  Though  Costly 

A  bad  bargain  for  the  customers? 
Yes.  But,  as  we  pointed  out  in  Sep- 
tember, a  perfectly  legal  one  because 
it  comphed  with  SEC  regulations  by 
clearly  speUing  out  the  dismal  details. 

In  1974  the  company  sold  some 
$320  million  in  face  amount  of  these 
certificates.  Last  year  the  figure 
jumped  to  $375  million.  This  year, 
however,  it  hasn't  sold  a  single  one. 

It  wasn't  that  Congress  decided  in- 
dividuals should  be  better  protected 
from  their  own  folly.  Or  that  it 
wanted  to  encourage  investment  in 
savings  bonds  or  savings  accounts.  It 
was  much  less  deliberate  than  that. 

In  its  rush  to  adjourn  last  Christmas, 
Congress  simply  neglected  to  address 
itself  to  the  question  of  the  tax  status 
of  the  certificates.  So  regulations  in- 
corporating the  IRS's  interpretation 
of  the  1969  tax  law,  after  four  years 


of  postponements,  went  into  effect. 
The  IRS  reads  the  law  to  say  custom- 
ers can  no  longer  defer  payment  of 
taxes  on  the  interest  until  they  ac- 
tually get  it,  but  must  include  part 
of  it  each  year  as  ordinary  income. 

So  IDS  is  no  longer  selling  install- 
ment certificates  (although  it  is  still 
collecting  payments  from  past  sales  to 
which  the  regulations  do  not  apply 
'and  selling  single-payment  certifi- 
cates). Customers  may  be  naive,  but 
they  do  know  they  don't  want  to  pay 
taxes  on  money  they  don't  have  and 
might  never  get.  The  company  has 
prepared  a  new  certificate,  with  terms 
more  favorable  to  investors,  which  it 
has  registered  with  the  SEC.  So  far, 
however,  it  hasn't  offered  the  new  in- 
strument for  sale. 

"We  weren't  really  prepared  for 
this,"  says  Joseph  Grinnell,  IDS's  se- 
nior vice  president  and  legal  counsel. 
"We  don't  know  what  to  do.  We  are 
considering  the  alternatives." 

But  blink  back  your  tears.  Riding 
to  the  big  ( $265-million )  financial 
outfit's  rescue  are  t\\'o  of  Congress* 
staunchest  hberals— former  Presiden- 
tial aspirant  Senator  Walter  Mondale 
and  Representative  Joseph  Karth,  a 
longtime  union  organizer. 

Why  should  such  well-known  de- 
fenders of  the  public  interest  be  try- 
ing to  save  IDS's  money  tree?  Well, 
it's  not  because  the  certificates  arc 
such  a  good  thing  for  consumers.  It 
has  more  to  do  with  the  way  politics 
work.  The  IDS  certificates  may  l>e  a 
poor  investment,  but  IDS,  with  over 
6,000  employees,  is  one  of  the  bigger 
companies  in  Minnesota,  the  congress- 
men's home  state. 

Mondale  is  calling  for  an  extension 
for  one  year  of  the  moratorium  on 
the  IRS's  regulation.  Karth  is  asking 
that  the  certificates  continue  to  be 
treated  in  the  old  way  until  Congress 
considers  the  issues.  "Congress,  after 
all,  didn't  intend  to  put  the  company 
out  of  business  and  the  IRS  shouldn't 
on  its  own  be  able  to  do  so,"  Karth 
argues. 

Representative  Karth  makes  aa  ex- 
cellent point.  You  don't  have  to  be- 
lieve that  IDS  certificates  are  the 
world's  best  investment  to  believe  that 
IDS  has  the  right  to  sell  thrm-prop- 
crly  labeled,  of  course.   ■ 
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Captain  Kidd 

is  sailing  

in  troubled  waters. 


The  muck  and  murk  of  pollution  spell 
trouble  for  everyone.  But  a  sick 
environment  is  no  longer  the  price 
of  a  healthy  economy.  Crane  and  its 
Cochrane  Environmental  Systems 
Division,  specialists  in  the  technology 
of  water  and  waste  treatment  for 
better  than  a  century,  are  helping  to 
change  that. 

Our  young  adventurer  has  run 
afoul  of  suspended  solids-the 
product  of  industrial  and  municipal 
wastes.  For  this  particular  problem 
(as  for  many  others)  Crane  provides 
special  equipment.  Tailor-made 
techniques  and  tools.  For  example: 
microstrainers.  Clarifiers.  Solids 


contact  reactors.  Filters.  Reverse 
osmosis.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Suspended  solids  represent  just 
one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information,  contact:  Crane  Co., 
Dept.AD,  300ParkAvei:L;v, 
NewYork,  N.Y.  1002^ 


Crane  makes  it  flow  clean  again. 


In  technology  simplicity  Is 
the  ultimate  sophistication 


Most  modem  technology  is  allowed  to  become  vastly 
complicated  and  enormously  expensive.  Cost  overruns  and 
delays  are  too  often  accepted  as  unavoidable. 

Northrop,  however,  has  achieved  an  enviable  record 
of  production  that  is  on  time,  on  cost,  with  performance 
as  promised. 

In  every  part  of  our  business— aircraft,  electronics, 
communications,  construction,  and  services—  we  have 
found  that  simplification  leads  to  successful  management 
of  technology. 


NORTHROP 


NORTHROP  CORPORATION,  1800  CENTURY  PARK  EAST  LOS  ANGELES.  CALIFORNIA  90067  U.S.A. 
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Topsy- 1  urvy 


Zinc  prices  are  falling  as  demand  rises. 
What's  going  on? 


DuHI^fG  the  1974-75  recession,  the 
price  of  zinc  held  up  very  well,  drift- 
ing between  38.5  cents  and  39  cents 
a  pound.  By  contrast,  lead  prices  fell 
from  24.5  cents  to  19  cents,  copper 
from  85  cents  to  63  cents. 

Now  demand  for  zinc,  a  light- 
colored  metal  whose  largest  uses  are 
in  automobiles  and  in  the  galvanizing 
of  steel,  is  picking  up  nicely.  "J^^^" 
uary  booking  and  orders  were  the 
best  in  about  six  months,"  says  Presi- 
dent David  Judelson  of  Gulf  &  West- 
em  Industries,  whose  New  Jersey 
Zinc  subsidiary  is  the  U.S.'  second- 
largest  zinc  producer. 

And  strangely,  while  demand  is  go- 


ing up,  prices  are  going  down.  Early 
in  January  the  leading  producers 
chopped  the  price  2  cents  to  37  cents. 
There  is  also  some  unofficial  discount- 
ing by  importers  who  are  purchasing 
foreign  zinc,  which  is  currently  in 
large  oversupply. 

How  does  rising  demand  beget 
lower  prices?  The  fact  is,  the  leading 
U.S.  producers  seem  to  be  getting 
itchy.  All  last  year  they  cut  produc- 
tion as  demand  dropped,  thus  holding 
the  price  line.  But  they  also  built  in- 
ventory, and  self-control  has  its  Umits. 
Now  they  seem  anxious  to  get  inven- 
tories back  to  normal— and,  incidental- 
ly, stake  out  a  larger  market  share. 


Zinc:  Changing  Supply  Balance 


As  U.S.  zinc  consumption  and  imports  h 

ave  risen  since 
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Zinc  Consumption,  Prices,  Imports 


DOMESTIC  SLAB  ZINC  CONSUMPTION  -  MIL.  TONS 


Proportion  of  U.S.  Slab  Zinc  Consumption 
Provided  By  Imports 
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So,  with  the  need  for  serious  restraint 
apparently  past,  the  boys  are  cutting 
some  comers  and  shaving  some  prices. 

The  U.S.  zinc  picture  is  compU- 
cated  by  the  mixture  of  foreign  and 
domestic  supply.  U.S.  zinc  consump- 
tion has  generally  risen  in  the  past 
decade.  Domestic  refining  capacity, 
however,  has  been  falling,  and  re- 
serves, while  stable,  are  lower  grade. 
Even  in  depressed  1975,  domestic 
pi?oduction  accounted  for  less  than 
500,000  tons  of  the  925,000-ton  total 
consumption.  The  diflFerence,  of 
course,  was  made  up  by  imports, 
which  in  a  good  year  Uke  1973  pro- 
vided close  to  600,000  tons  of  total 
U.S.  consumption  of  1.5  milUon  tons. 
lmp>orts  are  an  acceptable  substitute 
as  long  as  business  is  slow  overseas 
and  the  metal  is  available  at  reason- 
able prices.  But  if  demand  booms 
simultaneously  in  the  U.S.  and  over- 
seas, the  price  of  imported  zinc  could 
rise  sharply. 

As  things  now  stand,  U.S.  consum- 
ers of  zinc  will  have  little  choice  but 
to  use  more  and  more  imported  metal. 
The  U.S.  Government's  once  sizable 
zinc  stockpile  is  now  down  to  172,000 
tons,  and  domestic  refining  capacity 
has  been  shrinking.  "Between  1967 
and  1975,"  says  Gulf  &  Western's  Jud- 
elson, "refining  capacity  in  the  U.S. 
was  reduced  by  approximately  40%. 
Nine  refineries  were  shut  down  be- 
cause of  operating  inefficiencies,  pol- 
lution control  costs  and  the  lack  of 
concentrates." 

Replacing  that  lost  domestic  capac- 
ity would  cost  a  bundle,  in  large  part 
because  older  smelting  and  refining 
techniques  have  been  supplanted  by 
new,  more  expensive  electrolytic  pro- 
cesses. A  rough  rule  of  thumb,  says 
Executive  Vice  President  Simon 
Strauss  of  Asarco,  the  New  York- 
based  mining  giant,  is  that  "a  new 
smelter  costs  about  $1,000  a  ton  [of 
capacity].  So  a  100,000-ton  smelter 
would  cost  at  least  $100  million.  We 
were  planning  to  build  a  smelter  well 
in  excess  of  100,000  tons,  but  we  have 
put  it  on  the  shelf  for  the  time  being: 
We  just  can't  afford  it,  along  with  all 
our  other  sizable  capital  needs  for  our 
other  metals.  But  if  the  [zinc]  busi- 
ness improves  substantially,  I  think 
the  board  might  reconsider." 

Just  as  important  as  rising  capital 
costs  is  the  lack  of  domestic  ore  re- 
serves. One  reason  zinc  prices  have  more 
than  doubled  since  1970,  says  St.  Joe 
Minerals  President  John  Duncan,  is 
that  "unlike  lead,  no  major  zinc  ore 
body  has  been  discovered  in  the  U.S. 
in  recent  years.  That  in  turn  has  made 
producers  reluctant  to  invest  in  new 
smelter  capacity.  You  woiild  want  to 
be  pretty  sure  that  you're  going  to 
have     rnough     concentrates     to     nm 
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Can  a  grille 

improve 
your  mileage? 

Everything  that  saves  weight 
on  a  car  helps  to  save  fuel. 

This  grille,  made  of  Lustran®  ABS  plastic  by 
Monsanto,  is  a  good  example  of  how  much  weight  can  be 
saved  in  just  a  single  place. 

It's  4  pounds.  The  one  it  replaces  weighs  28  pounds. 

You'd  never  guess  it,  because  it  looks  just  like  metal. 
Lustran  ABS  can  be  given  a  bright  mirror  finish  that  doesn't 
crack  or  peel.  And  with  a  textured  finish,  it's  the  right 
material  for  interior  kick  panels,  gearshift  consoles  and 
dashboard  inserts. 

To  save  even  more  weight,  Monsanto  makes 
Vydyne®  R,  a  mineral  reinforced  nylon  plastic  that  replaces 
heavy  die-cast  metal . 

It  adds  up  to  significant  fuel  savings,  when  you 
consider  the  number  of  cars  using  these  new  materials. 
And  it  adds  up  to  quite  a  demand. 

We're  doing  all  we  can  to  meet  it,  by  producing 

the  science 
company. 

FOR  OUP  LATEST  ANNUAL  REPORT 

WRITE  D3  MONSANTO  OOMPANY 

800  N.  LINDBERGH  BLVD 

ST  LOUIS,  MO  63166 


■■:4TO-S'A//£RlCA  THE  BtAUTlFUL'SHC/.'  AI  WALT  Ulil  !tY  WORLD  If :  hLOriiuA  1 1  S  OUR  BICENTENNIAL  SALUTE  TO  THISGREAT  LAND 
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It  isn't  just  that  Georgia 
has  a  better  story  to  tell.  Geor- 
gia tells  it  quickly  and  clearly. 

WTiile  providing  exceptional 
cooperation  to  your  site  selec- 
tion team. 

Initially,  we  will  send  you 
an  industrial  survey  of  our 
labor,  transportation  and  other 
economic  advantages. 

Mter  that  we'll  get  as  de- 
tailed as  you  want. 

Working  from  your  specifi- 
cations, our  Bureau  of  Indus- 
try and  Trade  will  match  your 
requirements  with  our  full  re- 
sources. Confidentially.  And 
completely. 


Well  function  as  an  exten- 
sion of  yoiu"  organization.  From 
our  first  computer  read-out  lo 
your  last  location  tour.  You'll 
even  have  the  personal  atten- 
tion and  interest  of  Governor 
Busbeeand  Lieutenant  (gover- 
nor Miller.  Because  we  want 
you  to  know  everything  about 
Georgia.  That's  confidence. 

It's  also  good  business. 

To  see  how  Cieorgia  /'^'"\ 
can  help  your  company,  5;  ^l 
write  II.  W.  Wiley,  Indus- VfV 
try  Division  Director,  (icorgia 
Bureau  of  Industry  and  Traclc, 
Box  38097,  Atlanta,  (Georgia 
30334,  Dept.  FB-63 
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through  that  smelter." 

G&W's  New  Jersey  Zinc  has  o\vned 
a  major  ore  body  in  Tennessee  for 
years,  but  only  since  1972  has  the 
zinc  price  risen  enough  to  make  it 
worth  fully  developing.  One  mine  was 
brought  in  about  a  year  ago,  and 
New  Jersey  Zinc  has  several  more  it 
would  like  to  develop.  All  told,  NJZ 
has  some  40  million  tons  of  proven 
and  probable  ore  reserves. 
"^  But  the  probable  cost  of  the  new 
mines,  plus  a  90,000-ton  smelter, 
came  to  $190  million— more  than  even 
G&W  felt  it  could  prudently  handle. 
So  it  sought  for  and  found  a  partner 
in  Belgium's  Union  Miniere,  which 
had  lost  its  African  mining  holdings 
through  nationalization  over  the  past 
decade.  Understandably,  UM  was 
looking  for  mining  investments  in 
more  stable  countries,  and  it  had  well 
over  $400  million  in  liquid  assets  to 
look  with. 

The  deal,  says  Judelson,  worked 
out  like  this:  "Union  has  a  40%  in- 
terest in  the  partnership.  For  it  they 
are  putting  up  the  bulk  of  the  money 
[$60  million]  and  almost  all  the  sub- 
stantial front-end  money  needed. 
NJZ's  cash  ouday  is  very  modest  [$18 
million].  The  rest  of  the  funds  will 
be  provided  out  of  the  cash  flow  of 
the  existing  zinc  mines  and  by  the 
sale  and  leaseback  of  mining  and 
smelter  equipment."  The  project 
should  be  completed  in  1979. 

Not  bad  I  For  a  cash  outlay  under 
$20  million,  NJZ  stands  to  get  sub- 
stantially more  production  and  80% 
more  refining  capacity. 

Nice  Prospect 

And  the  best  could  be  yet  to  come. 
What  is  holding  down  and  even  de- 
pressing U.S.  zinc  prices  is  not  onl> 
the  maneuvers  of  domestic  producers 
spying  the  recovery,  but  also  a  huge 
stockpile  of  zinc  overhanging  the 
market  in  Europe  and  other  coun- 
tries abroad  where  producers  were 
not  nearly  so  vigorous  in  cutting  out- 
put as  were  their  U.S.  counterparts. 
When  and  as  foreign  economic  re- 
covery begins,  that  stockpile  will  in- 
evitably be  whittled  down,  and  there- 
by become  less  of  a  burden  on  the 
world  market.  At  the  same  time,  the 
prospects  for  U.S.  consumption  arc 
good.  Steel  industry  consumption  for 
galvanizing  is  expected  to  grow  at 
least  through  1980.  And  the  decline 
in  zinc  usage  in  autos  could  be  ar- 
rested and  possibly  even  reversed  Ix* 
cause  of  improved  /iiic  coalim?,  Icdi 
nology. 

It  could  all  add  up  to  higher  /.iik 
prices  not  too  far  down  the  road.  And 
companies  like  G&W,  with  adc(iuate 
ore  reserves  and  expanded  refining  ca- 
pacity, could  reap  a  bonanza.   ■ 
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Israelis  Achilles*  Heel 


Israel  is  fighting  for  survival  on 
the  first  will  be  empty  without 

Even  if  Israel  finally  wins  its  battle 
for  political  svirvival,  that  alone  will 
not  be  enough.  It  must  also  win  its 
battle  for  economic  survival. 

Right  now  the  Israeli  economy  is 
not  viable.  With  imports  at  $8  billion 
and  exports  at  $3.9  billion,  its  bal- 
ance-of-payments  deficit  has  soared  to 
$4  billion— a  staggering  total  for  a  na- 
tion of  3.4  million  people. 

The  apparent  cause  is  defense 
spending,  which  has  been  pushed  to 
30%  of  the  gross  national  product 
since  1973's  Yom  Kippur  war.  But 
even  if  the  crushing  defense  budget 
could  be  cut,  the  Israeli  economy 
would  still  not  be  viable.  Arms  ac- 
count for  only  $2  bilbon  of  the  im- 
port total.  On  civilian  imports  alone, 
Israel  is  paying  out  $3  for  every  $2 
it  takes  in  from  exports. 

Deficits  are  nothing  new  for  Israel, 
but  ones  of  this  size  are.  As  recently 
as  1972  the  gap  was  only  $1.1  bil- 
lion. The  earlier  deficits  were  to  be 
expected.  Israel  was  absorbing  hun- 
dreds of  thousands  of  immigrants,  de- 
fending itself  from  belligerent  neigh- 
bors and  building  a  modem  society 
in  a  desert  where  only  goats  had 
grazed.  But  the  high  cost  of  modem 
arms  has  been  a  new  and  bitter  blow. 
So  have  the  trebling  of  oil  prices  and 
the  big  inflation  in  the  countries 
where  Israel  does  most  of  its  shop- 
ping. In  Tel  Aviv  a  new  Volkswagen 
imported  from  West  Germany  now 
costs  about  $6,000;  the  gasoline  ^o 
run  it,  refined  from  Iranian  crude, 
costs  $2  a  gallon. 

Well  Spent 

For  now,  the  U.S.  is  picking  up  a 
big  part  of  the  tab.  Premier  Yitzhak 
Rabin  lobbied  hard  on  his  recent 
visit  to  Washington  for  a  $2.3-billion 
military  and  economic  aid  package. 
He  will  probably  get  it  from  Con- 
gress-J)ut  not  without  a  certain 
amount  of  grumbling.  But  next  year? 
And  the  year  after?  Will  Israel  con- 
tinue to  get  preference  over  New 
York  City?  Or  over  school  limches? 
The  Israelis  are  no  more  comfortable 
with  the  situation  than  the  Americans. 

In  the  past,  other  aid  was  enough 
to  keep  Israel  solvent.  Fellow  Jews 
throughout  the  world  chipped  in 
huge  sums— $750  million  last  year 
alone— through  contributions  to  the 
United  Jewish  Appeal  and  similar 
Zionist  agencies  and  through  pur- 
chases of  Israel  bonds.  Continued  rep- 
arations from  West  Germany— which 


two  fronts.  Victory  on 
victory  on  the  second. 

few  postwar  Germans  begrudged— 
added  another  $340  miUion  in  1975. 

All  of  this  money  has  been  well 
spent.  From  a  nation  of  750,000 
Jewish  citizens  in  1948,  the  year  of 
independence,  Israel's  population  has 
grown  to  four  times  that  number.  Is- 
raelis are,  on  average,  the  best  edu- 
cated, fed  and  housed  people  in  the 
Middle  East.  Israel  has  used  the  con- 
tributions of  its  friends  to  better  pur- 
pose and  effect  than  most  Arab  coun- 
tries have  used  their  vast  oil  earnings. 

Be  that  as  it  may,  its  deficits  have 
now  outgrown  friendly  pocketbooks. 
The  gap  must  be  closed.  But  how? 
Imports  will  necessarily  remain  high. 
Israel  has  few  natural  resources  save 
for  some  scattered  mineral  deposits. 
It  relies  on  Iran  for  nearly  all  of  its 
oil.  It  must  look  to  the  U.S.  and  West- 
em  Europe  for  many  of  its  raw  ma- 
terials, as  well  as  for  finished  goods 
like  machinery,  automobiles  and  so- 
phisticated weapons.  It  must  also  im- 
port over  half  of  its  grain  require- 
ments, plus  other  foodstuffs. 

Economic  viability,  then,  depends 
on  a  massive  expansion  of  exports. 
And  there  Israel  has  a  long  way  to 
go.  True,  it  does  produce  substantial 
amounts  of  cement,  fabricated  steel 
and  other  basic  items,  but  this  pro- 
duction is  mostly  for  domestic  con- 
sumption rather  than  export.  Growth 
of  citrus  exports  has  been  limited  by 
the  need  to  feed  its  own  people.  A 
brisk  textile  trade  has  been  developed, 
with  Israel's  Beged-Or  label  gaining 
high  regard  in  international  fashion 
circles.  But  it  takes  a  lot  of  haute 
couture  to  finance  a  squadron  of 
Phantom  fighters.  Polished  diamonds 
are    Israel's    largest    export    item,    at 


Israel,  forced  to  concentrate  on 
immigrant  absorption  and  defense,  is 
trying  belatedly  to  build  up  exports. 


$550  million  a  year.  The  trouble  is, 
the  raw  diamonds  must  first  be  im- 
ported at  a  cost  of  some  $400  miUion, 
leaving  a  net  gain  of  only  $150  mil- 
lion. Its  most  promising  exports,  tech- 
nology products  such  as  electronics, 
chemicals  and  machinery,  are  just  get- 
ting off  the  grotmd. 

Get  Out  And  Sell! 

There  are  a  few  large,  export-wise 
companies  in  Israel.  One  is  Israel  Air- 
craft Industries,  run  largely  by  ex- 
American  aerospace  executives.  One- 
fifth  of  lAI's  $300-million  sales  comes 
from  exporting  such  products  as  its 
Arava  lightweight  cargo  planes  to 
Latin  America  and  its  Westwind  ex- 
ecutive jets  to  the  U.S.  Another  big 
exj)orter  is  Koor  Industries,  a  sprawling 
conglomerate  owned,  oddly,  by  the 
Histadrut,  the  ubiquitous  Israeli  la- 
bor organization  {see  box,  p.  72). 
Last  year  Koor  doubled  its  exports  of 
chemicals,  electronic  instruments  and 
metal  products  to  about  $200  million. 

But  for  most  IsraeU  companies, 
capital  has  been  too  short  to  develop 
exports.  Israel's  money,  as  well  as  its 
manpower  and  best  brains,  have  been 
consumed  by  more  pressing  national 
goals  like  defense  and  immigrant  ab- 
sorption. Unlike,  say,  Japan,  another 
resource-poor,  talent-rich  nation,  Is- 
rael has  not  yet  had  the  opportunity 
to  concentrate  on  exports. 

What  are  the  chances  for  expand- 


Israell  workers  are  well-educated— 14%  are  college-educated— but  not  highly 
productive.  Israel's  survival,  to  say  nothing  of  its  standard  of  living, 
hinges  on  increasing  their  output. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  25,  1976 


2,000,000  Shares 

Dresser  Industries,  Inc. 


Common  Stock 

(250  Par  Value) 


Price  $73.75  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  nf  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  hr  distributed. 


The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Donaldson,  Luf kin  &  Jenrette 

Securities  Corporation 


Bache  Halsey  Stuart  Inc. 
Drexel  Burnham  &  Co. 

Inrnrpnratfd 


Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


Hornblower  &  Weeks-Hemphill,  Noyes       E.  F.  Hutton  &  Company  Inc.       Kidder,  Peabody  &  Co. 

Incorporated  Inrnrporalrd 


Kuhn,  Loeb  &  Co. 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Inrnrporatrd 


Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith    Paine,  Webber,  Jackson  &  Curtis    Reynolds  Securities  Inc. 

Incorporated  Incorporated 


Salomon  Brothers 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Wertheim  &  Co.,  Inc. 


White,  Weld  &  Co.         Dean  Witter  &  Co.         Rotan  Mosle  Inc.         Shearson  Hayden  Stone  Inc. 

Incorporated  Incorporated 


These  Debentures  have  not  been  and  are  not  being  offered  to  the  -public. 
This  advertisement  appears  only  as  a  matter  of  record. 


NEW  ISSUE  February  20, 1976 


$1,000,000,000 

Hydro-Quebec 


10^%  Sinking  Fund  Debentures,  Series  CX,  Due  1996 


Guaranteed  unconditionally  as  to  principal  and  interest  by 


PROVINCE  OF  QUEBEC 


Purchase  Agreements  relating  to  the  direct  placement  of  the  above  Debentures 
were  negotiated  by  the  undersigned. 


The  First  Boston  Corporation  Bache  Halsey  Stuart  Inc. 

A.  E.  Ames  &  Co.  Salomon  Brothers 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


ing  exports?  It  will  definitely  be  an 
uphill  struggle.  Exhorting  Israelis  to 

vport  or  die,"  Premier  Rabin  has 
^xilled  out  all  the  stops.  To  make  Is- 
rael's goods  more  competitive  abroad, 
the  Israeli  pound  has  been  devalued 
six  times,  from  24  U.S.  cents  to  14 
cents— and  there  are  likely  to  be  more 
of  these  "creeping  devaluations."  To 
induce  companies  to  increase  exports, 
low-interest  loans  and  tax  breaks  are 
being  offered.  To  lower  domestic  con- 
sumption and  thus  force  companies  to 
concentrate  more  on  exports,  personal 
taxes  have  been  raised  and  price  ceil- 
ings and  import  curbs  have  been  im- 
posed. That  should  also  help  dampen 
the  inflation  which  has  raised  prices 
in  Israel  by  more  than  80%  over  the 
last  two  years.  "In  effect,  what  we  are 
asking  our  people  to  do  is  to  accept 
a  lower  standard  of  living,"  says 
Chaim  Bar-Lev,  minister  of  Com- 
merce and  Industry. 

So  far,  the  worldwide  recession  has 
hampered  results,  though  Israel's  ex- 
ports did  rise  9%  in  real  terms  last 
year.  Economists  think  the  export  gap 
can  be  closed  by  at  least  that  rate, 
or  about  $400  million  a  year,  now 
that  the  world  economy  is  on  the 
mend— provided  there  is  no  new  war. 
That  could  narrow  the  export  gap  to 
$2  billion  by  the  early  1980s. 

There  are  good  reasons  to  be  op- 
timistic. For  one  thing,  Israel  has  a 
growing  reserve  of  technological 
brainpower.  Excellent  universities, 
such  as  the  Technion  in  Haifa  and 
Jerusalem's  Hebrew  University,  are 
turning  out  engineers  and  scientists  at 
a  rate  unprecedented  for  a  developing 
nation.  These  universities,  along  with 
the  well-known  Weizmann  Institute, 
produce  an  impressive  amount  of  ap- 


Israeli  fashions,  now  big  sellers  in 
the  U.S.  and  Europe,  were  an  earlier 
attempt  at  high  value-added  exports. 

plied  research. 

Result:  In  the  last  two  years  alone, 
Israel's  exports  of  technology  prod- 
ucts—electronic instruments,  medical 
equipment,  machinery,  metal  goods, 
chemicals  and  plastics— have  risen 
150%,  from  $316  miUion  to  $775  mil- 
lion. The  beauty  of  such  products  is 
that  they  can  be  exported  with  a  much 
higher  added  value  than  other  Israeli 
exports  like  fruits,  textiles,  diamonds 
and  wood  products.  Moreover,  the 
technology  exports  are  still  growing 
from  a  low  base.  The  big  hurdle- 
now  evidently  crossed— has  been  to 
gain  acceptance  of  Israeli  technology 
in  the  big  markets  of  Western  Eu- 
rope and  the  U.S.,  where  Israel  makes 
well  over  half  its  total  foreign  sales. 

Israeli  diplomacy,  moreover,  has 
scored  important  export  break- 
throughs recently  in  the  U.S.  and  the 
European  Common  Market.  Starting 
this  past  Jan.  1,  the  U.S.  ehminated 
all  customs  duties  on  a  long  list  of 
2,700  Israeli-made  products— includ- 
ing those  in  the  key  technology  areas. 


The  Westwind,  Israel  Aircraft  Industries'  executive  jet,  is  based  on  the 

Aero  Commander  line  acquired  from  Rockwell  International.  It  is  an  example 

of  Israel's  newer  technology  exports.  An  older  but  still  promising  export 

is  potash,  a  prime  fertilizer  ingredient,  from  the  ^)('.^c\  ^o^  works. 
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Perhaps  even  more  important  is  the 
agreement  which  took  effect  last  July 
with  the  Common  Market.  Under  it, 
all  goods  exported  from  Israel  into  the 
Common  Market  this  year  are  80% 
duty-free;  after  July  1,  1977  they  will 
be  entirely  duty-free.  Even  a  dent  in 
these  markets  of  220  milhon  and  270 
miUion  people,  respectively,  would  be 
a  big  plus  for  Israel. 

Another  recent  deal  with  the  U.S. 
should  help.  In  a  treaty  signed  last 
f^l  the  U.S.  moved  to  end  the  dou- 
ble taxation  of  profits  earned  by 
American  companies  on  investments 
in  Israel.  Moreover,  the  tax  bite  taken 
out  by  the  Israelis  is  apt  to  be  fairly 
small.  In  its  eagerness  to  attract  for- 
eign capital,  the  Israeli  government 
is  dangling  attractive  packages  of  tax 
breaks  and  low-interest  loans. 

"For  American  companies,  invest- 
ing in  Israel  in  order  to  trade  in  the 
Common  Market  is  now  better  than 
investing  in  the  Common  Market  it- 
self," claims  Joseph  Vardi,  director  of 
the  Government  of  Israel  Investment 
Authority's  New  York  office.  "There  is 
no  duty  on  exports  from  Israel  into 
the  EEC,  there  is  no  double  taxa- 
tion of  profits  and  there  are  a  host  of 
incentives  offered  to  foreign  investors 
by  the  government  of  Israel." 

The  Boycott 

None  of  this,  however,  will  be  easy. 
Even  Israel's  sincerest  friends  concede 
that  there  are  problems  in  expansion 
of  the  export  industries.  One,  of 
course,  is  the  Arab  blacklist.  This  is— 
or  is  not— a  serious  problem,  depend- 
ing on  whom  one  talks  to.  "The 
American  business  community  has 
shown  some  ignorance  about  the 
Arab  boycott,"  Joseph  Vardi  says. 
"The  tnith  is  that  most  companies 
who  have  invested  in  Israel  have  had 
no  trouble  with  it.  Just  ask  General 
Telephone  or  TWA  or  Hilton."  Gen- 
eral Electric,  for  example,  does  a 
large  business  in  Arab  countries  even 
though  its  jet  engines  are  being  uscxl 
in  Israel  Aircraft  Industries'  Kfir,  the 
first  Israeli-built  fighter  plane.  Last 
month  Ford  Motor  Co.,  with  a  long 
record  of  doing  business  with  Israel, 
announced  a  proposal  to  build  dicscl 
engines  and  assemble  trucks  in  Egypt. 
(A  prominent  Egyptian  recently  told 
American  businessmen  who  won- 
dered whether  they  cx)ul(l  do  l)usiness 
with  Egypt  while  ihey  were  doing 
business  with  Israel:  "You  bring  nie 
the  investment  deals  and  I  will  take 
care  of  the  boycott.") 

Where  the  Arab  boycott  does  un- 
doubtedly hurt  is  that  it  closes  off 
markets  to  Israeli  goods  in  niany  de- 
veloping nations  that  would  be  nat 
ural  customers- not  only  Arab  na- 
•  i'xis     but     others     subject     l<<     Aril) 
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'let  a  Bell 
Account  Representative 
scramble  for  you  in  761' 


"If  you  think  I  scramble  on  a  football  field, 

you  ought  to  see  the  16-hour  days  I  work  running 

Behavioral  Systems,  Inc.  We've  grown  in 

four  years  to  65  employees,  and,  believe  me, 

I  know  what  it  means  to  scramble  for  new 

business  as  well  as  to  keep  customers  happy. 

I  know,  too,  what  Bell  Account  Representatives 

did  to  help  my  business  grow  and  what  they 

can  do  to  help  yours.  I'll  tell  you,  they  scramble!" 


Fran  Tarkenton 


"We're  your  Bell  Account 
Representatives,  and  we'll  scramble 
to  show  you  some  new  comprehensive 
programs  to  help  your  business  groW 

"We  know  the  economic  climate  you're  up 
against  and  have  some  solid  ways  to  help  you 
cope:  to  save  you  time,  re-employ  time  for 
profit  and  accelerate  cash  flow.  We  have  ideas  to 
help  you  open  new  accounts  and  sell  more  to  the 
accounts  you  already  have.  We  have  a  strategy 
that  will  help  you  collect  overdue  accounts.  So 
let  us  scramble  for  you  in  '76.  And  do  a  little 
scrambling  of  your  own.  It  works!  Long  Distance 
means  business." 


Bell  System 


!>■,!,  ;,  cajolery  or  threats. 

\!so  poteiAiially  damaging  to  Is- 
<  t  xptxrts  is  another  serious  prob- 
Israeli  labor.  By  U.S.  or  West- 
«iii  European  standards,  wages  are 
low.  But  Israehs  concede  that  pro- 
ductivity is  not  very  good.  The  His- 
radrut  has  seen  that  there  has  nearly 
.ilways  been  full  employment.  And 
full  employment,  whatever  its  moral 
and  practical  benefits,  does  not  make 
for  highly  motivated  workers.  More- 
over, Israeli  workers  are  highly  strike- 
prone.  "Most  Israelis  do  not  work  as 
rrmch  as  they  should,"  says  Premier 
Rabin.  "Just  making  demands  will 
solve  nothing  if  they  are  not  also  ad- 
*  dressed  to  ourselves." 

The  bad  inflation,  currency  deval- 
uations and  tax  increases  (Israehs 
are  the  highest-taxed  people  in  the 
world  at  70%  of  the  national  income) 
have  hardly  improved  the  enthusiasm 
of  Israeli  workers.  But  now  the  Hista- 
drut,  in  the  words  of  one  Israeli  steel 
fabricator,  "is  becoming  more  respon- 
sible." It  has  close  ties  with  the  gov- 
ernment and  the  ruling  Labor  Party; 
Rabin   and  most  of  his   cabinet,  for 


example,  are  Histadrut  rnembers,  as 
are  almost  all  Israelis.  Its  present 
leader,  Yeruham  Meshel,  rec-ognizes 
that  if  Israel  goes  down,  the  Histadrut 
goes  with  it.  So  the  Histadrut  has  re- 
laxed some  of  its  demands.  It  is  now 
much  easier  for  companies  to  shift 
their  workers  to  different  jobs  and 
even  fire  them.  The  Histadrut  also  has 
agreed  to  forego  30%  of  the  usual 
cost-of-hving  wage  increases. 

The  final  serious  problem  is  money. 
To  expand  exports,  Israel  will  have 
to  expand  industrial  production.  This 
will  take  a  great  deal  of  capital,  and, 
aside  from  the  government,  there  are 
few  sources  of  capital  ia  the  country 
today.  There  is  virtually  no  organized 
equity  market.  Israeli  companies  are 
financed  primarily  with  government 
funds,  raised  by  selling  so-called 
"linked"  securities  to  the  public,  that 
are  channeled  through  the  banking 
system.  These  linked  securities  are  in- 
termediate-term bonds  whose  interest 
and  principal  are  pegged  to  the  gov- 
ernment's cost-of-living  index.  "In  ef- 
fect, the  capital  market  is  nationalized 
here  in  Israel,"  says  Amon  Gafny,  di- 


Where  Management  Works  For  The  Union 


Tel-Aviv-based  Koor  Industries  is 
Israel's  largest  industrial  company, 
with  $800-million  sales.  Its  more  than 
100  operating  units  turn  out  every- 
thing from  building  materials  and 
chemicals  to  metals  and  electronics 
products.  As  such,  it  is  the  main  play- 
er in  the  country's  desperate  drive  for 
exports.  Last  year  its  broad  range  of 
exports  doubled  to  aroimd  $200  mil- 
lion. That's  one-fourth  of  its  own  total 
sales,  which  are  up  tenfold  since  the 
late  Sixties,  and  one-tenth  of  Israel's 
manufacturing  exports. 

Owned  lock,  stock  and  balance 
sheet  by  the  Histadrut,  the  massive 
Israeli  labor  organization,  Koor  has 
been  revived  dramatically  from  near- 
collapse  by  Major  General  Meir  Amit. 
Amit,  55,  was  the  former  head  of  Is- 
raeli intelligence.  Injured  in  a  para- 
chute jump  in  1958,  he  embarked  on 
a  second  career  in  business.  He  later 
studied  for  an  MBA  at  Columbia  Uni- 
versity and  took  over  Koor  in  1968.  In- 
dependent as  he  is  tough,  he  has 
forced  his  labor-union  owners  to  swal- 
low some  bitter  pills  along  the  way, 
firing  workers  here,  closing  plants 
there.  "I  can  leave  this  position  at 
any  moment,"  he  says.  "I  don't  have 
to  do  things  just  to  keep  my  seat." 

The  Histadrut,  which  operated  as 
a  kind  of  shadow  Jewish  government 
before  Israel's  independence,  is  more 
than  just  a  labor  union.  Almost  every 
Israeli  is  a  member,  including  Amit, 
whose  parents  were  Histadrut  found- 


Amit  of  Koor 

ers.  Its  welfare  arm  controls  massive 
pension  and  sick  funds.  Its  economic 
arm,  the  Hevrat  Ovdim,  runs  some  of 
Israel's  largest  businesses:  Sole!  Bo- 
neh,  the  biggest  construction  compa- 
ny; Bank  Hapoalim,  the  second-larg- 
est bank;  and  Koor. 

When  Amit  took  over,  Koor  had 
accumulated  losses  of  $10  million. 
Its  Histadrut  managers,  reflecting  Is- 
rael's socialist  origins,  had  put  social 


rector  general  of  the  Ministry  of  Fi- 
nance. But  by  itself,  government-sup- 
plied capital  will  not  be  large  enough 
to  finance  the  needed  export  growth. 
In  the  end,  a  great  deal  of  foreign 
capital  will  be  needed. 

"Above  all,  however,  we  need 
peace,"  says  Gafny.  "And  that  goes 
for  some  of  our  neighboring  comi- 
tries  too."  Peace,  of  coiurse,  would  not 
end  Israel's  chronic  export  deficits.  It 
Vi^ould  still  need  arms  as  a  deterrent 
to  renewed  war  and  it  would  still 
have  large  civihan  imports.  But  peace 
would  lighten  Israel's  deficits  and  free 
up  money  and  manpower  to  concen- 
trate on  exports. 

There  is  Uttle  chance  that  Israel 
will  go  under,  either  in  war  or  in 
economic  coUapse.  But  its  long-range 
survival  depends  upon  developing 
powerful,  eflBcient  export  industries. 
So  far,  Israel  has  made  only  a  start 
in  this  direction.  "We  Jews  are  sup- 
posed to  be  the  best  businessmen  in 
the  world,"  says  Avraham  Shavit, 
head  of  the  Manufacturers'  Associa- 
tion of  Israel.  "Now  we  have  a  chance 
to  prove  it."  ■ 


goals,  like  full  employment  and  job 
security,  ahead  of  business  goals.  If 
Histadrut  work  rules  precluded  other 
IsraeU  businessmen  from  firing  em- 
ployees, Koor's  managers  never  had 
a  desire  to  do  so  in  the  first  place. 
Division  managers  had  become  au- 
tonomous "powers  unto  themselves," 
says  Amit,  and  dabbled  as  much  in 
politics  as  business. 

Amit  fired  two-thirds  of  the  plant 
managers,  redrew  organizational  lines 
to  deflate  divisional  power  and  shut 
down  money-losing  operations.  Equal- 
ly important,  he  moved  Koor  into  a 
host  of  new  businesses  with  export  po- 
tential from  its  existing  base  of  con- 
struction materials. 

Amit  has  about  quadrupled  Koor's 
sales  (in  constant  dollars)  in  the  sev- 
en years  he  has  run  it.  From  l>eing  in 
the  red,  he  has  lifttKl  its  caniings  to 
about  $40  million  before  taxes. 

Koor  still  hits  socialist  trappings: 
workers'  representatives  on  the  Iward 
of  directors;  profit-sharing  down 
through  the  ranks.  But  it  is  essentially 
a  capitalistic  organization  today.  In  a 
sense,  the  transition  that  Koor  has 
made  is  the  same  transition  that  all  of 
Israeh  industry  must  make:  from  the 
Utopian  socialism  of  the  Zionist  pio- 
neers to  the  hardheaded  efliciiMicy 
needed  to  compete  in  the  modem 
world— sad  in  a  way,  but  necessary 
for  a  modem  state.  "We're  here  to 
make  money,"  Amit  says.  "The  Hista- 
dmt  understands  that." 
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OMUBB 

Group  of  Insurance  Companies 

lOQ  William  Street,  New  York,  N.Y.  100^8 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


$100,000,000 

Philadelphia  Electric  Company 

First  and  Refunding  Mortgage  Bonds,  9y8%  Series  due  2006 

Interest  payable  March  1  and  September  1  Due  March  1,  2006 


Price  100% 

plus  accrued  interest  from  March  1,  1976 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co.  The  First  Boston  Corporation 

INCORPORATED 

Goldman,  Sachs  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

INCORPORATED 

Bache  Halsey  Stuart  Inc.  BIyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc. 

INCORPORATED 

Hornblower  &  Weeks-Hemphill,  Noyes     E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co. 

INCORPORATED  INCORPORATED 

kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Loeb,  Rhoades  &  Co. 

INCORPORATED 


Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

INCORPORATED 

Smith  Barney,  Harris  Upham  &  Co.       Warburg  Paribas  Becker  Inc.       Wertheim  &  Co.,  Inc. 

INCORPORATED 

White,  Weld  &  Co.         Dean  Witter  &  Co.         Bear,  Stearns  &  Co.         L.  F.  Rothschild  &  Co. 

INCORPORATED  INCORPORATED 

Shearson  Hayden  Stone  Inc.  Shields  Model  Roland  Securities  Weeden  &  Co. 

INCORPORATED  INCORPORATED 

February  26, 1976 


Ghost  Bank 

The  Federal  Financing 
Bank's  loan  portfolio  would 
make  any  examiner  wince. 

When  New  York  City  couldn't  get 
money  elsewhere,  it  turned  to  the 
Federal  Financing  Bank.  Other  big 
borrowers  include  the  Student  Loan 
Marketing  Association,  the  U.S.  Rail- 
way Association,  St.  Joseph  Telephone 
Co.  and  the  Republic  of  China  (Tai- 
wan). The  FFB's  loan  portfolio  now 
adds  up  to  a  hefty  $18  billion. 

This  multibillion-doUar  bank  op- 
erates out  of  a  small  office  tucked 
away  in  the  Federal  Treasury  Build- 
ing at  15th  and  G  Streets  in  Wash- 
ington. It  has  no  full-time  employees, 
and  its  boss,  Roland  H.  Cook,  does 
other  jobs  as  well  for  the  Treasury. 

The  FFB  is,  in  effect,  a  fiction  en- 
abling the  Government  to  do  what 
amounts  to  off^-the-balance-sheet  bor- 
rowing. Does  Congress  authorize  the 
Pentagon  to  sell  Tiger  II  aircraft 
on  credit  to  Taiwan?  The  FFB  bor- 
rows the  money  and  then  relends  the 
money  to  Taiwan.  Does  the  Rural 
Electrification  Administration  want  to 
lend  money  to  St.  Joe  Telephone? 
Again,  the  FFB  acts  as  the  banker. 

The  situation  that  led  to  the  cre- 
ation of  the  FFB  in  1973  was  this: 
If  the  Treasury  itself  made  the  loans 
directly  to  government  agencies,  the 
federal  deficit  would  look  even  larger 
than  it  already  is.  On  the  other  hand, 
when  the  agencies  did  their  own  bor- 
rowing, they  inevitably  had  to  pay  a 
higher  rate  than  the  Treasury  itself— 
anywhere  from  one-half  to  three- 
fourths  of  a  percentage  point  higher. 
The  FFB,  as  middleman,  helps  keep 
both  the  reported  deficit  and  the  ac- 
tual interest  rates  down. 

The  FFB  also  helps  keep  the  mar- 
kets orderly.  "There  used  to  be  an  of- 
fering by  some  government  agency 
three  out  of  ever)'  five  working 
days,"  says  debt  management  special- 
ist Cook,  who  is  a  \'eteran  civil  ser- 
vant. "The  agencies  were  tripping 
over  each  pother.  In  the  worst  cases, 
these  agencies  were  paying  1%  above 
floating  prime  for  their  money." 

At  present,  the  FFB  simply  borrows 
from  the  Treasury,  and  FFB  pays  the 
going  rate  for  Treasury  securities.  The 
saving  to  the  taxpayer  could  be  as 
high  as  SlOO  million  a  year  over  what 
the  agencies,  would  have  to  pay  if 
they  borrowed  on  their  own.  Of 
course,  no  commercial  banker  would 
want  the  FFB's  $600  million  in  New 
York  City  paper.  But  commercial 
liankers  don't  have  Congress  and  the 
U.S.  Treasury  behind  them.   ■ 


GRANDFATHER . . . 
IT  HAS  EVERYTHING,  AND 
MORE.  On  the  slopes  of  6,000-foot 
Grandfather  Mountain  from  which  it 
derives  its  name,  Grandfather  Golf  and 
Country  Club  has  been  developed  as  the  per- 
fect setting  for  outdoor  recreation  in  privacy 
and  seclusion.  This  member-owned  club  located 
in   Northwestern   North  Carolina's  highlands  is 
perfect  for  either  your  Summer  residence  or  your 
year-round   home.  A  superb  golf  course,   indoor 
and  outdoor  tennis,  sailing,  fishing,  swimming, 
and  a  complete  children's  activity  program  are    #       Foradditlona 
just  a  few  of  the  features  of  Grandfather,  one    /  information  about 
of  the  finest  private-membership  prop-    /Grandfather  Golf  and 
erties  anywhere.  Spacious  residential    /country  Club,  forward 
lots  and  luxury  condominium  apart-  /the  coupon   below  to 
ments  offer  the  ideal  retreat    yOn.  F.  Co.,  Box  208,  Linville, 
from  the  outside  world,     y^  n.  c.  28646 
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Name 

1""- 

^^^*  City 


.State. 


This  is  not  an  offer  to  sell.  Prospective  purchaser  must  visit  property  and  obtain  HUD  property  report  from  developer  and  read  it 
before  signing  anything.  HUD  neither  approves  the  merits  of  the  offering  nor  the  value  of  the  property  as  an  investment,  If  any. 


Tools  for  today 's  decision  makers. 

Don't  let  Inflation 
Accounting  catch 
you  with 
your  systems  down. 

The  new  computerized  M&S  Fixed  Asset  Management  System 
takes  replacement  cost  and  price-level  accounting  in  stride. 
Generates  all  required  types  of  financial  and  tax  reports.  Gives 
you  total  control  over  all  fixed  assets.  For  information  without 
obligation,  call  or  write:  Jack  Heath,  Vice  President,  or 
contact  your  area  M&S  office. 

Phone:  (800)  421-8436 

In  California,  call  collect:  (213)  624-3661 

appraisals  by 
Marshall  and  Stevens 

Corporate  headquarters: 

1645-B  Beverly  Boulevard,  Los  Angeles,  California  90026 


Offices  around  the  world 


U 


A  Unionamerica  Company 
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NOW  our  Very  Dm 
withatwist 


It  used  to  come  only  with  a  spray.  But 
now  one  of  our  companies,  Armour-Dial, 
makes  Dial*  Very  Dry  Anti-Perspirant  in  a 
solid  stick  form  that  can  be  raised  and 
lowered  with  just  a  twist  of  the  dial  on  the 
bottom.  This  totally  different  idea  in  anti- 
perspirants  is  the  newest  addition  to  our 
long  line  of  high-quality  personal  care 
products  that  includes  Dial  Shampoo, 
Tone  Soap  and  all  the  Burley  and 
Manpower  Men's  Toiletries.  And  of  course 
there's  Dial  Soap,  which  continues  to  be 
America's  leading  bar  soap. 

We're  very  particular  about  all  the 
products  we  market  under  our  brand  names 
Whether  we've  created  something  new  or 
given  an  existing  product  a  new  twist. 

Consumer  products— one  of  the  many 
ways  we're  meeting  people's  needs. 


KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 

Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Services 
Greyhound  World  Tours 
Loyal  Travel  Service 
Motor  Coach  Industries 
New  Mexico  Transportation 
Red  Top  Sedan  Service 
Royal  Hawaiian  Transportation 
Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Malina  Company 

FOOD 

Armour  Food  Company 

FOODSERVICE 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Global  Productions 
Greyhound  Exposition  Services 
Greyhound  Gift  House 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 
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THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


lece  of  mind. 
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A  tiny  electronic 
brain,  nestling  near 
Ladybug. 

An  RCA  integrated 
circuit  with  1,300 
transistors  built  in. 

It  can  operate  a 
watch,  a  pocket 
calculator,  security 
alarm,  automotive 
systems. . .  replacing 
mechanical  devices. 

It  s  more  reliable, 
accurate,  economical, 
needs  little  power, 
doesn  t  pollute. 

By  1985,  such 
circuit  chips  may 
contain  as  many  as 
a  million  transistors... 
making  even  todays 
technology  look 
quaint. 

Innovating 
in  electronics. 

From  the  beginning. 


Too  Many  Sandboxes? 


Morrison-Knudsen  is 
a  great  construction 
firm.  As  a  money-maker, 
it  has  left  a  good  deal 
to  be  desired.  That 
may  be  changing. 

Jim  Lilly  says  that  people  in  the 
construction  industry  tend  to  be  af- 
flicted with  what  he  calls  "the  sand- 
box syndrome."  He  ought  to  know. 
James  A.  Lilly  is  executive  vice  presi- 
dent of  Morrison-Knudsen,  one  of  the 
world's  leading  engineering  and  con- 
struction organizations.  "You  always 
say,  7  built  it.'  Like  a  Idd  in  a  sand- 
box—no matter  how  many  other  firms 
worked  on  a  project  like  a  giant  dam 
or  port  facihty." 

The  trouble  with  the  sandbox  syn- 
drome, says  Lilly,  is  that  it  makes  peo- 
ple forget  about  the  cashbox— and  if 
you  forget  about  the  cashbox,  you 
soon  go  broke.  Morrison-Knudsen 
knows  about  that.  In  1969  and  1970 
it  was  so  involved  in  doing  work  for 
the  U.S.  Government  in  Vietnam  that 
top  management  permitted  a  sub- 
sidiary to  take  a  horrendous  loss 
building  a  brewery  for  Anheuser- 
Busch.  M-K  showed  only  a  small  prof- 
it in  1969  and  was  well  into  the  red 
in  1970. 

That's  why  Lilly  and  his  boss,  Presi- 
dent William  H.  McMurren,  are  now 
emphasizing  selectivity  in  the  con- 
tracts they  bid  for.  Bill  McMiuren, 
a  slow-speaking  six-footer,  says:  "We 
can't  just  build  things.  We  have  to 
make  money,  too." 

M-K  is  making  good  money  right 
now.  Its  earnings  have  recovered 
smartly  from  the  1969-70  fiasco,  and 
reached  $3.98  per  share  last  year. 
Even  with  revenues  up  an  impressive 
50%  (to  $998  million),  the  company's 
backlog  still  stands  at  over  $1  bilhon 
—as  high  as  it  ever  has  been.  So  it  has 
no  worries  for  1976,  even  though  all 
the  pre4ictions  say  that  capital  spend- 
ing will  be  down  this  year,  as  it  was 
last.  With  its  top-notch  reputation 
and  its  diversity,  M-K  has  all  the 
business  it  can  handle  with  its  present 
capital. 

But  McMurren  still  must  worry 
about  profitability.  The  construction 
business  requires  a  fair  amount  of 
capital,  and,  at  the  moment,  M-K's 
only  ready  source  of  fresh  capital  is 
from  profits:  It  already  has  a  debt 
ratio  of  50%,  and  the  sale  of  addi- 
tional common  stock  wouldn't  just 
make  sense  with  its  stock  selling  at 
a    mere    six    times    earnings    and   at 


a  full  third  below  book  value. 

On  profits,  M-K  still  has  a  good 
way  to  go.  Even  with  last  year's  ex- 
cellent showing,  its  return  on  equity 
was  under  12%,  vs.  an  industry  me- 
dian of  18%  (Forbes,  Jan.  J).  This 
is  why  Lilly  and  McMxirren  are  more 
interested  in  cashboxes  at  the  mo- 
ment than  in  sandboxes. 

McMurren  took  the  top  job  in 
1972.  His  predecessor,  Bertram  L. 
Perkins,  was  killed  in  an  automobile 
accident;  Perkins'  predecessor  de- 
parted amid  red  ink  in  1969. 

M-K,  as  contrasted  with  a  compa- 
ny like  Fluor,  which  engineers  and 
builds  refineries,  or  Bechtel,  which 
engineers  and  builds  power  plants, 
has  always  been  known  as  an  earth- 
pusher.  The  company  got  started  in 
Boise,  Idaho  back  in  1912  when  the 
West  was  still  very  young.  Morris 
Hans  Knudsen  (pronotmced  Ka-nud- 
sen)  put  up  the  money— $600— and 
Harry  Morrison,  along  with  his  wife 
Ann  and  a  team  of  horses,  went  to 
work.  The  fledgling  company  built 
highways,  dams  and  canals  all  over 
the  West.  Then  in  the  Thirties,  when 
the  Federal  Government  decided  to 
build  Hoover  Dam,  Harry  Morrison 
presided  over  the  group  of  eight  com- 
panies that  did  the  job.  In  the  early 
Forties  the  company  went  interna- 
tional, completing  building  projects 
in  Mexico  and  Brazil. 

Spreading  Out 

Five  years  ago,  however,  the  com- 
pany decided  earth-pushing  wasn't 
enough.  Since  then  it  has  been  get- 
ting more  and  more  involved  in  en- 
gineering, the  more  profitable  part  of 
the  engineering  and  construction  busi- 
ness. In  1970,  50%  of  its  revenues 
came  from  heavy  construction  and  a 
mere  5%  from  engineering.  In  1974 
those  fig\ires  had  shifted  to  36%  and 
9%.  The  trend  undoubtedly  persisted 
in  1975,  and  M-K  expects  it  to  con- 
tinue. Toward  the  end  of  the  year  the 
company  opened  a  brand-new  facility 
in  Boise  to  house  its  expanding  en- 
gineering department. 

Five  years  ago  the  company  also 
decided  to  find  a  new  market  for  its 
earth-pushing  skills,  and  after  some 
study  zeroed  in  on  the  mining  busi- 
ness. Today  it  is  the  proud  operator 
and  part  owner  (24%)  of  Westmore- 
land Resources  Sarpy  Creek  coal  mine 
in  Montana,  one  of  the  few  western 
mines  that  is  actually  shipping  coal. 
And  it  just  sold  its  50%  interest  in  a 
tremendous  reserve  of  coking  coal  (in 
British  Columbia)  for  $3.5  million 
cash,  ten  years  of  production  royal- 


ties and  an  agreement  to  engineer 
and  construct  the  mine.  In  addition, 
it  has  contracts  to  engineer  other  coal 
mines— for  the  Union  Pacific's  Rocky 
Mountain  Energy  subsidiary,  for  ex- 
ample—and oil  shale  facilities.  The 
engineering  contracts  are  good,  of 
course,  whether  the  resources  are 
developed  or  not. 

There  has  been  a  change  not  only 
in  the  kind  of  work  the  company  does 
but  also  whom  it  does  it  for.  Through- 
out the  Sixties  the  company  did  some 
40%  to  50%  of  its  work  for  the  Federal 
Government.  Today  government  con- 
tracts provide  a  mere  13%  of  revenues. 
Sixty  percent  comes  from  contracts 
with  private  companies;  17%  comes 
from  foreign  governments,  up  from  2% 
only  five  years  ago. 

The  switch  away  from  government 
work  means  that  more  contracts  can 
be  the  cost-plus  type  rather  than  the 
fixed-priced  type  the  Government  pre- 
fers. It  is  safer,  of  course,  to  have 
cost-plus  contracts  in  inflationary 
times;  55%  of  the  current  backlog  is 
cost-plus  contracts. 

Unlike  Fluor,  however,  M-K  does 
take  fixed-price  contracts— at  least  in 
the  U.S.— and  apparently  does  very 
well  with  them.  "Hard-money  con- 
tracts—those in  which  we  guarantee 
the  price— are  the  most  profitable  ones 
we  have,"  says  I.tcMurren.  But  it 
takes  a  sharp  pencil  to  avoid  being 
hurt  in  such  contracts. 

The  shift  in  M-K's  business  toward 
the  international  sphere  could  be  im- 
portant for  the  future.  If  the  develop- 
ing world  is  really  to  develop,  there 
will  be  a  lot  of  building  to  be  done. 
As  McMurren  puts  it,  "There  will  al- 
ways be  a  need  for  building  as  long 
as  there  are  people.  The  trick  is  to 
stay  on  the  balls  of  your  feet  and  shift 
with  the  changes." 

So  far,  McMurren  has  been  shift- 
ing nicely.  Now,  if  he  can  just  keep 
out  of  sandboxes. . . .  ■ 
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special 

opportunities 

to  reach  the 

top  officers  in 

ilmericals  largest 

companies 


More  corporate  officers  in  America's  1 ,300 
largest  companies  read  FORBES  regularly 
than  read  Business  Week,  Fortune,  News- 
week, Time  or  U.S.  News  &  World  Report. 
This  fact  has  been  confirmed  repeatedly  in 
independent  studies  by  leading  research 
firms,  such  as  Erdos  and  Morgan  and  Opin- 
ion Research  Corporation's  Executive 
Caravan. 

Top  executives  read  and  rely  on 
FORBES.  It  provides  them  with  the  busi- 
ness information  they  need  in  making  ma- 
jor decisions  that  will  affect  the  operations 
and  profits  of  their  companies. 

Here  are  six  very  special  opportunities 
to  tell  your  corporate  or  product  story  ef- 
fectively and  efficiently  to  the  most  impor- 
tant audience  of  key  executives  in  the  U.S. 
—  as  they  reach  again  and  again  for  these 
annual  FORBES  reference  issues. 


1 


The  FORBES  28th  Annual 
Report  on  American  Industry 
January  1, 1976 

A  probing  analysis  of  more  than  QQUxpf  America's 
largest  corporations  based  on^RE^^S  statistical 
yardsticks  of  managemer^^^kjrlrrartce.  Com- 
panies are  ranked  in  separate  lists  t)f  profitability, 
by  growth,  and  by  stock  cfia^ket  performance. 
These  leading  U.^CHfni?  ar§!,Mso  arranged  by  in- 
dustry groups  aiTdi)gijb^oaps  and  ranked  against 
their  competHlon./^jv 

An  ao^4t0^:,a^cr  often-used  start-of-the-year 
guide  to  Who  Is  where  — and  why  — in  the  major 
corporate  community. 


Black  and  white  closing  date,  December  4 
Color  closing,  November  20 

THERE'S  ALWAYS 
NEXT  YEAR! 


(■ 


FORBES  Special  Banking  Issue 
July  1, 1976 

A  timely  issue  that  provides  an  up-to-the-minute 
reference  on  the  ever  widening  scope  of  modern 
banking.  Researched  in  depth  and  written  by  bank- 
ing specialists,  the  issue  presents  a  statistical  pro- 
file of  the  100  largest  bank  holding  companies 
which  are  ranked  by  size,  growth,  profitability  and 
stock  data.  Rankings  of  the  50  largest  trust  opera- 
tions and  the  25  largest  foreign  banks  are  also 
presented  in  this  annual  special  report. 

Black  and  white  closing  date,  June  10 
Color  closing,  May  20 


FORBES  1976  Annual  Report 
Advertising  Section 
IVIay  1, 1976 

Let  your  annual  report  tell  your  corporate  story  to 
FORBES'  influential  investment-minded  audience 
(the  average  subscriber  owns  nearly  $150,000 
worth  of  corporate  stocks;  45%  help  make  invest- 
ment decisions  for  others).  Last  year's  Annual  Re- 
port Advertising  Section  drew  nearly  800,000  re- 
sponses, with  an  average  of  4,500  inquiries  per 
advertiser.  All  advertisements  displayed  in  the  sec- 
tion are  Ve-page,  black  &  white  units  priced  at 
$1,250. 

Closing  date  for  copy  and  illustration,  March  26 


The  1976  FORBES  Directory  to 
America's  Leading  Corporations 
May  15, 1976 

The  most  complete  record  of  the  year  on  American 
business  with  facts,  figures  and  editorial  evalua- 
tions on  the  progress  of  hundreds  of  companies, 
with  special  focus  on  the  top  500  corporations  in 
assets,  sales,  net  profits,  stock  market  value  and 
growth  of  assets.  From  banks  to  utilities,  the  Direc- 
tory ranks  all  companies  and  spotlights  manage- 
ment performances.  Useful  guidelines  for  under- 
standing long-range  trends  are  included  in  this 
valuable  reference  issue. 

Black  and  white  closing  date,  April  16 
Color  closing,  April  2 


FORBES  21st  Annual 
Mutual  Funds  Issue 
August  15, 1976 


An  insightful  and  timely  guide  for  intelligent  in- 
vestors, the  Annual  Mutual  Funds  Issue  spotlights 
those  funds  which  are  outperforming  the  aver- 
ages and  earning  their  fees  during  a  critical  period. 
A  detailed,  statistical  analysis  is  provided  to  mea- 
sure both  the  short-  and  long-term  performance  of 
more  than  500  different  mutual  funds  including  a 
special  analysis  of  new  funds. 

Black  and  white  closing  date,  July  26 
Color  closiijg,  July  5 


FORBES  Special  insurance  Issue 
September  1, 1976 

By  diversifying  into  disability,  health,  fire  and  casu- 
alty, and  credit  life  insurance  —  or  converting 
themselves  into  financial  conglomerates  —  insur- 
ance companies  are  total  money  management  or- 
ganizations which  are  expertly  analyzed  in  this 
special  annual  issue.  Included  is  a  statistical  run- 
down on  stockholder-owned  insurance  companies 
based  on  the  performance  yardsticks  of  current 
assets,  profitability,  growth  and  stock  data. 

Black  and  white  closing  date,  August  11 
Color  closing,  July  21 


These  special  FORBES  reference  issues  enable  you  to  communicate  with 
key  executives  in  highly  compatib  e  editorial  environments.  Plan  now  to  advertise  in 
these  issues.  Your  advertising  messages  enjoy  the  added  benefit  of  repeated 
opportunties  for  exposure  because  the  ssues  will  be  read  and  refe  red   CV^»i|%| 
to  throughout  the  year  by  the  men  who  own  and  run  American  bus  ness.  ^.^pfj^^Lisj 


Forbes 

CAPITALIST  TOOL 


Millions  By  Mail 

A  $50-biinon  industry  makes  for 
a  lot  of  small  fortunes. 


When  Aaron  Montgomery  Ward  sent 
his  first  catalog  to  a  group  of  mid- 
western  Grange  farmers  in  1872,  he 
spawned  a  merchandising  method 
that  has  become  a  major  industry. 

Today  his  invention  accoimts  for 
$4.7  billion  worth  of  solicitations  and 
17  billion  pieces  of  third-class  mail 
yearly,  the  selling  edge  of  a  $50-bil- 
lion  industry  of  over  3,000  firms  ped- 
dling almost  everything  by  mail.  Over 
a  third  of  U.S.  adults  make  at  least 
one  mail-order  purchase  a  year,  and 
not  just  for  odds  and  ends.  For  exam- 
ple, over  half  the  general  hardback 
books  published  in  the  U.S.  are  sold 
by  mail. 

For  the  customer,  shopping  with  a 
catalog  is  often  a  convenient  way  to 
avoid  hassles  "downtown."  But  for 
the  companies  doing  the  selling,  mail 
order  has  a  special  appeal:  In  con- 
trast with  TV  advertising,  every  di- 
rect-mail sales  pitch  can  be  aimed  at 
a  specific  audience.  Every  customer 
becomes  a  name  on  a  list,  of  which 
there  are  now  17,000.  The  best  in- 
clude not  just  the  well-to-do,  but  ha- 
bitual buyers  by  mail.  The  trick  is  to 
find  those  who  are  mail-order  prone. 

The  lists  are  built  on  names  of  those 
responding  to  solicitations.  By  using 
someone  else's  names  you  can  build 
your  own  list.  Renting  a  competitor's 
list  is  the  best  way  to  start,  says  Len 


Strong-Arm  Sales 

In  the  lobby  of  the  smart  new  Cal- 
ifornia headquarters  of  Welder  Inter- 
national is  a  small  sign  that  reads: 
"Salesmen,  visitors  and  muscle  build- 
ers please  check  in  with  switchboard 
operator."  On  the  walls  are  paintings 
of  larger-than-life  muscle  men.  Kids 
cluster  at  the  front  door,  hoping  for 
a  glimpse  of  "the  legendary  Joe." 

That  would  be  Joe  Weider,  trainer 
of  he-men  and  godfather  to  the  sport 
of  muscle-building,  who  has  built  a 
multimillion-dollar  business  out  of 
selling  fitness  (and  fantasies)  by  mail. 

Over  3.5  million  sometime  weak- 
hngs  have  taken  Weider's  basic  body 
building  course  ($58.50,  with  120 
pounds  of  weights),  lured  by  maga- 
zine ads  that  promise  "the  body  you 
want  in  place  of  your  puny  weak- 
ness." Weider  claims  to  have  made 
skinny  hopefuls  into  rippling  cham- 
pions. Says  "Mr.  Universe"  and  "Mr. 
Olympia,"  Arnold  Schwartzenegger, 
the  Muhammad  Ali  of  body-building. 


Carlson,  the  founder  of  Los  Angeles' 
Sunset  House. 

Using  these  lists,  it  is  possible  to 
turn  a  specialty  business  into  a  big 
business.  For  example,  how  many 
bass  anglers  are  there  in  the  U.S.? 
Certainly  not  enough  to  support  a 
large  store  anywhere.  But  using  spe- 
cialized lists,  Helen  Sevier  in  five 
years  built  the  Bass  Anglers  Sports- 
men's Society  from  10,000  to  250,000 
members,  to  whom  she  sells  over  $1.5 
million  worth  of  fishing  gear  yearly. 

Alexander  Lewyt,  a  onetime  vac- 
uum cleaner  tycoon,  used  rented  lists 
to  raise  238,000  contributions  nation- 
ally, so  his  tiny  North  Shore  Animal 
League  of  Long  Island  coidd  find 
homes  for  secondhand  pets  (includ- 
ing Ahab,  a  three-legged  cat).  Once 
he  mailed  out  43,000  dollar  bills  and 
reaped  a  93%  harvest  of  donations. 
(Depending  on  the  product,  9%  is 
considered  excellent;  5%  is  good. ) 

The  list  of  mail-order  hits  is  a 
hodgepodge.  It  includes  Ambassa- 
dor Leather  Goods'  credit-card  wal- 
let, L.L.  Bean's  camp  moccasins. 
Dr.  Reuben's  Everything  You  Always 
Wanted  To  Know  About  Sex  and  a 
personalized  rubber  printing  stamp 
that  Sunset  House,  now  a  division  of 
Carter  Hawley  Hale,  has  carried  for 
25  years. 

Then  there  are  the  ones  that  bomb: 


a  "revolutionary"  water  purifier,  a 
home  hobbyist  paint  sprayer  and  the 
Columbia  House  (formerly  the  Co- 
lumbia Record  Club)  travel  program. 

The  wide  use  of  credit  by  mailers 
has  made  price  less  crucial:  The  Ad- 
miral Byrd  Polar  Center  sold  out  its 
mail-order  roimd-the-world  transpolar 
jet  flight  in  1968  charging  $10,000 
per  man  (Antarctica  was  then  off- 
limits  to  women). 

<  But  one-shot  promotions  aren't 
enough.  The  way  to  grow  big  in  mail 
order  is  to  corral  repeat  business.  Hal- 
bert's  of  Bath,  Ohio  started  in  1970 
peddling  $2  family  histories  to  name 
buffs,  then  sold  them  wall  plaques 
with  coats  of  arms,  and  now  offers 
them  collections  of  original  famous 
artists'  graphics. 

Sears,  the  biggest  of  the  catalog 
firms,  does  some  $1.3  billion,  or  10% 
of  its  gross  business,  by  mail  and 
sends  out  300  million  catalogs  a  year. 
But  size  has  drawbacks.  Firms  as  big 
as  Fingerhut  (sales:  $244  million) 
have  highly  automated  fulfillment, 
whose  cost  adds  to  overhead.  In  a 
recession,  the  squeeze  on  margins  put 
the  company  in  the  red. 

All  in  all,  mail  order  is  still  the 
entrepreneur's  paradise— perhaps  the 
last  such  paradise.  The  biggest  mail- 
order firms  have  started  as  a  single 
entrepreneur  with  an  idea:  Manny 
Fingerhut  with  his  auto  seat  covers, 
Len  Carlson  with  his  pocket  printer. 
Today,  starting  out  takes  more  than 
a  list  and  a  few  stamps,  but  not  much 
more.  Most  of  the  starters  fail.  But 
the  profiles  that  follow  prove  there's 
always  room  for  one  more.  ■ 


Weider  of  Weider  International 


"I  wouldn't  have  made  it  without  Joe." 
Weider's  business  really  took  off 
when  he  diversified  from  building  bi- 
ceps to  developing  fitness  aids  for  the 
overweight.  His  newest  and  hottest 
item  is  the  "Five-Minute  Body  Shap- 


cr,"  a  sft  of  ropes  and  pnllcys  ynu  at- 
tach to  a  doorknob  and  tug  on  for 
exercise.  So  far,  he  has  .sold  over  3 
million  1iy  mail. 

In  1935,  with  $7  pocket  money,  one- 
time weakling  VVei<ler  bepan  si-UiiiK 
weights     and     iiiiiiir()LM.i|))ie(l     instiiic 
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The 
Manager. 


He's  making  up  for  lost  time 
in  customer  pa^Tiients. 


Jim  isn't  taking  the  lag  in  customer 
payments  lying  down.  He's  solving  the 
problem  with  a  total  cash  management 
system  designed  for  his  company  by 
The  Northern  Trust.  It  includes: 

A  lockbox  collection  system  utilizing 
a  unique  zfp  code  (60675)  and  an  accel- 
erated deposit  collection  system. 

A  cash  disbursitig  system  that  man- 
ages payouts  and  controls  the  use  of 


funds  through  zero-balance  accounting. 

A  cash  concentration  system  that 
mobilizes  funds  on  a  timely  basis 
through  a  bank-prepared  depository 
transfer  check  system. 

A  cash  reporting  system  designed 
to  serve  his  company's  short  term  fore- 
casting needs  through  utilization  of 
same  day  reporting  information. 

Put  them  all  together  and  what  do 


you  have?  A  profit  center  where  there 
used  to  be  a  problem  area.  Jim  can  tell 
you.  So  can  lots  of  other  cash  managers. 
If  you  would  like  to  find  out  more 
about  these  services  for  your  company, 
we  suggest  you  contact  Michael  R. 
Zook,  Vice  President,  at:  The  Northern 
Trust  Bank,  50  South  LaSalle  Street, 
Chicago,  Illinois  60690.  Telephone 
(312)  630-6000. 


The  Northern  Trust  Bank 

Bring  your  financial  future  to  us. 


tion  booklets  from  the  shed  behind 
his  home  in  his  native  Montreal.  The 
booklets  grew  into  a  magazine.  Your 
rhysique,  and  the  subscribers  became 
his  mailing  list. 

Weider  soon  discovered  that  sell- 
ing paper  was  more  profitable  than 
selling  barbells.  With  every  set  of 
weights,  he  could  tack  on  a  multitude 
of  manuals  and  training  books  while 
using  his  muscle  magazines  to  lure 
more  prospects.  "We'd  sell  them  our 
course  and  then  convert  them  to  our 
catalog,"  he  explains.  The  repeat 
business  came  from  the  converts  who 
lapped  up  protein  pills,  diet  drinks— 
anything  with  the  Weider  name  and 
seal  of  approval. 


Grow  Your  Own 


Kyle  of  Spring  Hill  Nurseries 

Why  settle  for  fruit  through  the 
mail  when  with  a  litde  help  from 
Tom  Kyle  Jr.  you  can  grow  yoinr  own? 
For  $5.98  he'll  mail  you  a  tree. 

Kyle,  43,  is  president  of  Spring 
Hill  Nin-series  of  Tipp  City,  Ohio— an 
outfit  that  sprouts  plants   and  seed- 


Then  in  1958  his  magazine  distrib- 
utor, American  News  Inc.,  went  bust 
owing  Weider  $2.2  million,  and  his 
business  hit  the  floor  like  a  lead  medi- 
cine ball.  He  gave  up  all  his  14  pub- 
lications except  his  first  love.  Muscle 
Builder /Power  and  began  developing 
more  diet  supplements  for  his  sub- 
culture. He  sponsored  stars  ^like 
Schwartzenegger  to  promote  his  "pro- 
teinizers"  and  "Kambered  Kurling 
Bars"  to  the  faithful,  both  in  the  U.S. 
and  overseas,  where  muscle-building 
has  greater  recognition. 

Then,  suddenly,  hke  a  bully  kick- 
ing sand  in  his  face,  the  California 
state  authorities  cracked  down  on 
Weider's    ads    for    the    Five-Minute 


Shaper.  They  charged  him  with  stage- 
managing  his  'TDcfore"  and  "after" 
promotional  shots. 

Weider  agreed  to  offer  a  special 
refund  supplement  that  is  common 
practice  in  mail-order— a  moneyback 
guarantee.  Now  100,000  Calif omians 
have  the  opportiuiity  to  cash  in  their 
shapers  if  they  feel  deceived.  So  far, 
very  few  have. 

Undismayed,  Weider  has  more  fit- 
ness aids  on  the  drawing  boards,  and 
he  still  has  the  most  precious  thing 
in  any  mail-order  business:  a  list  of 
recent  purchasers,  known  as  a  "live" 
list.  It  is  this  list— not  his  products 
or  trademark— that  is  the  true  capital 
of  Weider's  body-building  business. 


hngs  and  distributes  them  to  over  1 
million  gardeners  and  amatetu-  farm- 
ers nationwide.  Some  85%  of  the  fam- 
ily's $8-minion  business  is  by  mail. 

Kyle's  great-great-grandfather  es- 
tablished the  company  in  1849,  but 
the  mail-order  operation  was  not 
launched  until  1936,  when  Kyle's 
father  was  stuck  with  a  svirplus  of 
nursery  stock.  He  printed  200,000 
catalogs  and  sold  enough  plants  to 
carry  him  through  the  Depression. 

Spring  Hill  sells  800-odd  varieties  of 
stock,  including  trees,  hedges,  shrubs 
and  bulbs.  Kyle's  best  seller  is  a  pink 
flowered  ground  cover,  Crownvetch, 
that  covers  "difficidt"  areas  (like 
brown  lawns).  Next  in  sales  are  dwarf 
fruit  trees,  then  house  plants,  which 
the  company  intends  to  catalog  sepa- 
rately for  indoor  gardeners. 

Like  most  mail-order  merchants, 
Kyle  tends  to  pass  by  necessities  in 
favor  of  things  that  people,  on  im- 
pulse, can't  resist.  He  promotes  the 
business  with  a  "Dear  Gardening 
Friend"  letter  that  makes  the  point 
that  four  generations  of  Kyles  have 
been  nurserymen.  Then  he  boosts  the 
response  by  adding  a  cash  sweep- 
stakes to  the  order  form. 

Spring  Hill's  square  mile  of  grow- 
ing beds  is  carefully  manicured,  and 
the  company's  packaging  plant  looks 
more  like  a  factory  than  a  farm.  Kyle, 


who  studied  horticulture  at  Ohio 
State  University  and  flew  jets  in  the 
Air  Force,  even  checks  for  weeds  by 
helicopter.  But  his  biggest  cause  for 
worry  these  days  is  not  weeds,  but 
the  rising  cost  of  growing  plants  and 
delivering  them  by  post.  Last  year, 
he  complains,  fertihzer,  paper  and  ink 
all  increased  more  than  40%  in  price, 
while  mailing  costs  went  up  30%.  And 
he  is  often  stuck  with  outdated  prices, 
because  he  must  print  his  catalog 
four  months  in  advance. 

Kyle  keys  his  mailings  to  identify 
which  of  several  mailing  hsts  draws 
best;  he  has  calcxdated  how  much 
each  square  inch  of  catalog  space 
should  return  ($300)  to  cover  his 
merchandising  and  advertising  ex- 
penses. One  of  the  beauties  of  mail 
order,  he  says,  is  that  "everything  is 
measurable."  CuUing  his  Ust  with  a 
computer  helped  enough  last  year  so 
that  Spring  Hill  stayed  in  the  black 
when  it  could  have  gone  to  seed. 

The  unscientific  side  of  the  busi- 
ness is  picking  new  plants  for  the  cata- 
logs. That's  a  fashion  business  dealing 
in  hybrids,  not  hemlines. 

For  example,  how  does  Spring  Hill 
make  mini  fruit  trees  look  appetizing? 
It  catalogs  six  of  them  together  and 
markets  the  package  as  a  "postage 
stamp  orchard."  Sounds  better  than 
"dwarf  trees,"  doesn't  it? 


Mom,  Then  Pop 

Like  veterans  fighting  the  last  war, 
mail-order  millionaires  tell  novices  it's 
too  tough  to  start  up  and  make  it  in 
their  specialized  business  these  days: 
The  field  is  too  crowded  and  begin- 
ners can't  turn  profits. 

Susan  Edmondson  of  Atianta  didn't 
believe  it.  Tired  of  her  job  as  an  ado- 
lescent counselor,  she  set  out  to  go  in- 
to business  for  herself,  and  picked  up 
the  basics  of  mail  order  by  going 
around  the  country  asking  questions 


of  successful  entrepreneurs.  Most  of 
the  people  she  talked  to  suggested 
Edmondson  would  probably  fall  on 
her  attractive  30-year-old  face. 

Armed  with  $5,000,  a  degree  in  art 
history  and  a  lot  of  moxie,  she  formed 
Kaleidoscope  two  years  ago  and  put 
together  her  first  catalog.  It  was 
chock  full  of  chic  apparel,  expensive 
trinkets  and  attractive  gifts  for  the 
woman  who  has  everything.  From 
her  backyard  carriage  house  she 
launched  the  business  with  a  mailing 
to  a  list  including  names  rented  from 


Dallas'  Horchow  Collection,  an  up- 
per-crust mail-order  house. 

The  response  bowled  her  over.  In- 
stead of  a  bust,  she  had  a  bonanza. 
Since  then,  her  company  has  done 
$9  milhon  in  sales,  and  moved  three 
times  to  larger  quarters.  Now  Ed- 
mondson is  biming  a  profit.  She  is  al- 
so working  18-hoiu-  days  seven  days 
a  week. 

Horchow  now  pays  her  the  com- 
pliment of  refusing  to  sell  her  more 
names.  Instead,  Edmondson  sells 
Kaleidoscope's  list  for  $50  a  thousand 
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Energy  and 
raw  materials 
exciting  news  ii 

In  just  a  short  two-week  period  ^  of  handling  the  electrical 
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In  just  a  short  two-week  period 
recently,  Utah  newspapers  ran  the 
following  headlines  and  stories 

"No  need  to  worry  about  natural 
gas  supply,"  quoting  B.  Z.  Kastler, 
president  of  Mountain  Fuel  Supply, 
who  said:  "Gas  reserves  are  substan- 
tially better  in  Utah  than  in  the 
nation  as  a  whole." 

Deserel  News.  October  13.  1975 

"New  oil  field  touted,"  telling 
of  new,  hiph-producing  oil  wells  in 
Utah,  a  part  of  the  Green  River  Basin 
development  extending  into  Wyoming 
with  an  estimated  multi-billion  barrels 
of  petroleum,  along  with  immense 
gas  reserves 

Deseret  News.  October  20.  1975 

"Two  Shale  Tracts  Gain  Utah's 
Okay,"  pointing  to  new  developments 
to  test  two  new  recovery  methods  of 
getting  oil  from  the  vast  Utah  oil 
shale  deposits. 

Salt  Lake  Tribune.  October  21.  1975 

"The  3000-megawatt  Kaiparowits 
power  plant  in  Southern  Utah,  capable 
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of  handling  the  electrical  needs 

of  a  city  of  3,000,000,  is  expected  to 

start  operations  in  1981. 

Salt  Lake  Tribune,  October  12,  1975 
"Boom  Waits  Milford— City  Ready," 
relating  the  start  of  a  huge  new 
development  to  mine  the  largest  known 
deposits  of  alunite  in  the  world  to 
make  aluminum.  This  same  news  story 
in  the  Tribune  reported  that  just 
15  miles  away  from  the  proposed  plant 
site  "geothermal  test  wells  began 
spouting  commercial  quantities  of 
hot  water  and  steam,  signaling  potential 
future  creation  of  power  generating 
plants  there." 

Salt  Lake  Tribune,  October  20,  1975 

"Lithium  from  the  brines  of 
Great  Salt  Lake  is  being  used  to 
power  batteries,  touted  as  the 
possible  breakthrough  to 
a  practical  electric 
automobile." 

Deseret  News, 
October  19.  1975 


Another  story  told  of  the  huge 
increase  in  production  and  shipments 
of  coal  from  Utah's  vast  coal  reserves, 
via  unit  coal  trains,  to  out-of-state 
electric  companies. 

Salt  Lake  Tribune,  October  10.  1975 

These  indeed  are  exciting  develop- 
ments in  light  of  glooming  national 
predictions  and  forecasts  of  "brown- 
outs," shortages,  and  uncertainties. 

The  brightest  picture  for  continued 
energy  and  abundant  raw  materials, 
particularly  in  the  f.elds  of  metals, 
minerals,  and  chemicals,  is  UTAH. 

In  planning  for  a  new  plant  or 
office,  write  for  full  information  from: 
Utah  Industrial  Development  Division 
Dept.  F-3 

#2  Arrow  Press  Square 
Salt  Lake  City,  Utah  84101 

Win  the  West  from 


UiaH! 

Heart  of  the  33  million 
Western  market 


Edmondson  of  Kaleidoscope 


to  other  users,  netting  $3,700  for  each 
sale  of  the  roster  of  her  nearly 
100,000  customers. 

Thanks  to  credit-card  buying  and 
the  pioneering  merchandising  of  five- 
figure  collectibles  merchandised  by 
the  Franklin  Mint,  the  big-ticket  bar- 
rier in  mail  order  has  been  broken. 
Edmondson  can  offer  a  carousel  mus- 
ic box  for  $1,000  and  sell  30  of  them. 
To  insure  profits,  she  says  she  shoots 
for  a  generous  average  order  ($50) 
on  a  response  rate  of  5%.  She  also 
tries  to  avoid  mailing  too  many  cata- 
logs, because  then  she  has  to  dig  into 
marginal  lists.  Some  of  her  best  re- 
turns up  to  now  have  been  from  a 
list  of  subscribers  to  Architectural 
Digest  magazine. 

Edmondson  now  mails  1.5  million 
catalogs  six  times  per  year,  and  her 
biggest  headache  is  keeping  up  with 
the  orders.  Her  husband  came  aboard 


to  handle  fulfillment,  but  as  a  former 
printing  salesman  had  no  inventory 
experience  to  guide  him.  As  with  most 
mail-order  firms,  business  for  the  Ed- 
mondsons  is  seasonal:  Summer  is 
slow,  and  business  picks  up  in  the  fall. 
Surprisingly,  January  is  a  good  month. 
WTiy?  Possibly  because  people  seem 
to  start  the  new  year  by  spending 
that's  left  over  from  Christmas. 

Kaleidoscope  doesn't  have  a  mer- 
chandising secret;  Susan  Edmondson 
Says  she  just  pretends  she's  buying  for 
herself.  Some  of  her  choices  have 
bombed,  like  the  abstract  Orrefors 
crystal  vases  that  are  stacked  in  her 
warehouse.  But  she  had  no  tiouble 
moving  $550  Japanese  screens  or  $15 
Botswana  baskets. 

Now  Edmondson  has  the  satisfac- 
tion of  knowing  she's  getting  rich  in  a 
business  the  experts  warned  her  had  a 
90%  chance  of  being  a  ^op. 


Making  People 
Salivate 

"Satisfy  Your  GouambaI" 

The  promotion-minded  people  at 
Omaha  Steaks  International  have  a 
keen  interest  in  this  rare  tropical  syn- 
drome. In  central  Africa  (wrote  story- 
teller A.J.  Liebling),  "gouamba"  is  an 
insatiable  craving  for  red  meat.  That's 
just  what  the  three  Simon  brothers, 
Alan,  Stephen  and  Fred,  who  own 
and  operate  this  heartland  family 
company,  seek  to  exploit  by  mail.  You 
pick  your  steak  out  of  a  catalog  in- 
stead of  a  meat  counter,  and  it  is  de- 
livered to  you  packed  in  dry  ice. 

What  the  Simons  don't  tell  you  is 
that  their  prime,  aged  beef  costs 
about  three  times  what  you'd  pay  at 
a  supermarket,  and  twice  the  price 
even  at  a  gourmet  grocery.  At  $12  a 
pound,  Omaha  Steaks'  filet  mignon  is 
hardly  a  bargain. 


But  the  mystique  of  Nebraska's 
corn-fed  and  spring-watered  cattle 
keeps  the  orders  pouring  in.  With  250 
items  and  half  a  million  catalogs 
mailed  eight  times  a  year,  the  com- 
pany is  the  largest  mail-order  meat 
merchandiser  in  the  world.  Say  the 
Simons,  "We  never  talk  about  price; 
it's  our  flavor  that's  special." 

Patriarch  Benjamin  Franklin  Simon 
established  the  company  in  1917, 
buying  an  Omaha  building  that  once 
housed  a  manufacturer  of  tables  and 
chairs.  It  was  just  another  hotel  and 
restaurant  supply  operation  until  Ben- 
jamin's son  Lester,  a  man  who  reput- 
edly looked  at  a  carcass  of  beef  the 
way  a  lecher  focuses  on  a  nude, 
backed  into  the  mail-order  business. 
He  was  getting  so  many  calls  from 
holiday  gift-givers  that  he  began 
pitching  ads  to  barbecue  nuts  and  far- 
flung  gourmets.  If  Oregon's  Harry  & 
David  could  sell  a  fruit  of  the  month, 
why  not  a  seasonal  sirloin? 


Fred,  Stephen  and  Alan  Simon  of  Omaha  Steaks 


The  venture  got  off  to  a  shaky  start. 
Executive  Vice  President  Fred  Simon, 
the  promoter  in  the  family,  was 
sent  to  a  mail-order  industry  semi- 
nar in  Chicago  to  leam  the  ropes.  "It 
was  like  group  therapy,"  he  recalls. 
"Guys  were  selling  model  airplanes 
and  handbags  by  mail.  I  picked  up  13 
ideas  and  only  11  worked!" 

What  he  picked  up  were  tips  on 
mail-order  basics:  letter-writing  and 
brochure  design.  The  longer  the  solici- 
tation letter,  advised  the  experts,  the 
better  the  response.  Now  Simon  con- 
curs: "Four  pages  about  steaks  work 
better  than  two  pages."  People  want 
to  know  as  much  as  possible  about  a 
product  they  haven't  seen. 

Simon  also  brought  home  a  few  or- 
der-form gimmicks  to  hook  his  read- 
ers, hke  miniature  steak  tokens  to  be 
punched  out  and  slipped  into  a  slot. 
Tliese  "action  devices"  pull  25%  more 
repUes,  says  Simon:  "If  you  give  peo- 
ple something  to  play  with,  they  or- 
der more."  By  such  techniques,  Simon 
repeatedly  doubled  his  volume. 

Shooting  for  two  orders  for  i-acli 
100  letters  mailed  and  an  average  of 
S2.5  per  order,  Simon  does  more  than 
just  refine  his  lists.  "You  can't  operate 
without  the  right  lists,"  he  says,  "btit 
the  best  list  in  the  world  won't  make 
the  operation  profitable."  To  protect 
his  margins,  a  computer  keeps  track 
of  how  many  cuts  he  needs,  how  many 
staples  and  polystyrene  bags,  then 
divides  his  customers  into  frequent 
buyers  and  laggards,  so  he  can  mail 
more  often  to  the  faithful. 

Steaks  are  a  perfect  luxury  item, 
boasts  Simon,  because  they  are  a  re- 
pt^at  business— the  key  to  success  in 
mail  order.  "We  try  to  create  the  con- 
cept of  the  good  life,"  he  adds.  "To 
us  that  means  making  people  .salivate." 
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Copper.  Silver.  Iron.  Nickel. 

As  modem  technology  and  industry 
gobble  them  up,  Man  must  find  more.  That's 
where  Canadian  Imperial  Bank  of 
Commerce  -over  $22  billion  (Canadian) 
strong  -  can  be  especially  helpful. 

For  over  a  century  we  have  helped 
finance  Canada's  vast  mining,  mineral  and 
metals  development.  Then  we  packed  up  our 
hard-won  experience  and  took  it  overseas. 
That  was  years  ago. 

Tqday,  we're  involved  m  a  major  way  in 
copper,  iron  and  mckel  projects  from  the 
Domimcan  Republic  to  Papua,  New  Guinea. 


Our  mining  and  metals  experts  look  at  as 
many  proposals  in  a  month  as  many  banks  will 
see  in  a  year  And  often  our  ideas  and  expertise 
make  the  difference  between  success  and 
failure. 

Years  ago,  for  example,  one  of  our  very 
first  mining  loans  brought  a  gold  mine  into  being. 
So  we  thmk  we  know  a  good  idea  when  we 
hear  one. 

Try  us.  And  if  you  have  a  mine  in  mind,  we're 
always  in  the  mood  to  listen,  'The  Ideas  Bank! 


<i> 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Ofhoo- Commerce  Court.  Toronto  M5L  1A2,  Canada  New  York  Agency  22  William  St ,  N  Y  10005  •  (212)  344-3801 
Over  1.650  branches  m  Canada,  branches  or  representative  offices  in  major  business  centres  worldwide 
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Famous  gourmet  discovers 

how  International  Paper  helps  keep 

frozen  French  fries  fresher 


The  gentleman  in  the  picture 
has  just  discovered  a 
mysterious  difference  between 
two  French  fries. 

He's  Maurice  Moore- Betty, 
the  internationally  respected 
gourmet  food  consultant, 
restaurateur,  cookbook  author 
and  proprietor  of  a  school  for 
gourmet  cooks. 

Both  fries  came  from  the 
same  batch  of  pt)tatoes.  Both 
were  processed  the  same  day 
in  the  same  frozen  food  plant. 
Both  were  stored  the  same 
length  of  time,  in  the  same 
freezer  And  then,  as  part  of 
this  experiment,  Mr.  Moore- 
Betty  himself  cooked  the  fries 
together  in  the  same  frying  pan, 
for  the  same  length  of  time. 

Yet  while  one  fry  turned 
golden  brown,  the  other 
turned  darker. 

Packaging 
makes  the  difference 

The  only  difference  in  the 
pedigrees  of  the  two  French 
fries  is  packaging.  The  fry  that 
turned  darker  was  stored  in  a 
waxed  frozen  food  package. 
The  other  in  a  poh'ethvlene- 
coated  carton  that  was  made 
b\'  International  Paper  And 
therein  lies  a  tale. 

Years  ago,  focxi  technologists 
discovered  that  moisture  could 
escape  from  frozen  \ood 
packaging,  exen  in  a  freezer. 
0\'er  a  period  of  time,  this  left 
the  food  less  moist  than 
prcxessors  thought  it  should  be. 

Consumers probabK  didn't 
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WAXED  PACKAGE 

FRESH-SHIELD    PACKAGE 

Moisture  escapes  from  frozen  food  in  waxed  package,  tlie>i  escapes  through  cracks 
in  coatiii;;^.  Fresh-Shield  packa;^e  stoics  escape  of  tiioisture  from  packn;;^e  a)id  food. 


even  notice  the  difference.  For 
example,  if  a  dry  French  fry 
turns  brown  faster,  housewives 
will  simply  take  it  out  of  the 
frying  pan  sooner  But  the 
difference  still  bothered  finicky 
processors  of  frozen  foods. 

Part  of  the  problem  turned 
out  to  be  folds  in  the  packaging. 
Folding  sometimes  caused  the 
protective  wax  coat  to  crack  — 
and  each  crack  became  a  leak 
in  the  moisture  barrier. 

Another  problem  was  the 
wax  itself.  It  wasn't  always 
applied  to  the  package 
uniformly.  So  there  were  spots 
where  the  wax  was  too  thin  to 
protect  the  food  inside. 

Enter  International  Paper 
We  were  one  of  the  pioneers 
in  the  development  of  packaging 
that  substitutes  a  uniform  and 
flexible  polvethylene  coating 
for  wax  — sharply  reducing  the 
escape  of  moisture. 

Todav,  our  Fresh-Shield 
cartons  help  dozens  of  different 


kinds  of  frozen  foods  retain 
their  moisture  longer  And 
there's  an  added  benefit. 

More  sales  appeal 

The  polyethylene  coating 
also  protects  the  carton  —  against 
moisture  that  can  weaken 
paper  fibers.  So  Fresh-Shield 
cartons  resist  wilting  and 
crushing  better  than  waxed 
cartons.  That  gives  our  Fresh- 
Shield  packages  more  consumer 
eye  appeal. 

You  can  see  ^he  result  in 
supermarket  freezers. 

Fresh-Shield .  Another 
example  of  International  Paper's 
responsiveness  to  a  fast- 
changing  world  —with  innova- 
tive leadership  in  wood  products, 
hvdrocarbons,  building  materials, 
pulp,  paper,  packaging  and 
non-woven  and  health  products. 
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INTERNATIONAL 

PAPER 

COMPANY 


220  EAST  d2ND  STREET    NEW  YORK    NEW  VORK  10017 


Marsh  &  McLennan  International:  Adelaide,  Antwerp, 
Atliens,  Aucldand,  Beirut,  Berlin,  Bogota,  Brisbane, 
Brussels,  Buenos  Aires,  Calgary,  Call,  Campinas, 
Capetown,  Caracas,  Casablanca,  Dublin,  DUsseldorf, 
Edmonton,  Frankfurt,  Halifax,  Hamburg,  Hamilton, 
Hong  Kong,  Istanbul,  Jakarta,  Marsh  &  McLennan 
International,  Johannesburg,  Lagos,  Lima,  Lisbon, 
London,  Madrid,  Manila,  Melbourne,  Mexico  City,  Milan, 
Montreal,  Munich,  Nassau,  Oslo,  Ottawa,  Paris,  Perth, 
Quebec  City,  Rio  de  Janeiro,  Rome,  Rotterdam,  Santiago, 
Sao  Paulo,  Saskatoon,Marsh&McLennan  International, 
Singapore,  Stockholm,  Stuttgart,  Sydney,  Taipei,  Tokyo, 
Toronto,  Vancouver,  Vienna,  Windsor,  Winnipeg,  Zurich, 
Marsh  &  McLennan  International.  ^ 


We're  there  where  you  need  us. 


When  it  comes 
to  insurance, 
come  to 
tlie  leader. 


Anatomy  Of  A  Disaster 

Once  a  big  corporation  makes  an  ambitious  move  it  is 
almost  impossible  for  it  to  pull  back.  That's  really 
why  Lockheed  came  to  the  brink  of  disaster. 


Daniel  Haughton  and  A.  Carl  Kot- 
chian  were  sent  into  retirement  last 
month  and  Robert  W.  Haack  took 
over  as  interim  boss  of  Lockheed  Air- 
craft Corp.  Revelations  about  bribery 
in  high  places  were  the  immediate 
cause  of  Haughton's  and  Kotchian's 
dismissal.  But  in  reality,  it  was  a  di- 
sastrous business  decision  a  decade 
ago  that  brought  the  two  men  down 
and  nearly  toppled  the  company. 

Oct.  1,  1967,  Forbes  did  a  cover 
story  on  Lockheed.  In  it  we  expressed 
the  opinions  that  the  company  risked 
being  overextended  and  that  the  de- 
cision to  enter  the  commercial  jet 
market  with  the  L-1011  was  quite 
clearly  a  gamble.  The  transcripts  of 
our  interviews  with  Haughton  and 
Kotchian  make  fascinating  reading  to- 
day. They  show  how  easy  it  is  for 
dedicated,  intelligent  corporate  bosses 
to  make  horrendously  wrong  decisions 
unless  someone— bankers,  stockhold- 
ers or  directors— stops  them. 

At  the  time  we  asked  Kotchian  why 
Lockheed— doing  so  well  in  defense 
business— was  gambling  on  getting 
back  into  commercial  aviation.  Those 
were  heady  days.  The  early,  smaller 
jets  had  proved  to  be  a  tremendous 
success,  but  Lockheed  didn't  have 
one.  Airline  passenger  volume  was 
growing  at  15%  a  year  and  few  people 
saw  an  end  in  sight.  Boeing's  747 
seemed  to  usher  in  a  new  era  of  jum- 
bo craft.  Lockheed,  having  missed  the 
first  stage  of  the  jet  era,  was  deter- 
mined not  to  miss  the  second. 

The  commercial  passenger  jet  busi- 
ness, Carl  Kotchian  said,  "is  a  tre- 
mendous growth  field.  The  same  traf- 
fic growth  that  creates  the  need  for  a 
747  to  serve  New  York-Paris  is  calling 
for  an  increased-size,  intermediate- 
range  plane  to  serve,  say.  New  York- 
Chicago."  As  passenger  volume  grew, 
Kotchian  reasoned  in  1967,  airplane 
capacity  had  to  be  increased  or  planes 
would  be  crowding  each  other  off  the 
runways.  Building  bigger  planes  was 
cheaper  than  building  bigger  airports. 
Siue,  Boeing  and  Douglas  were  al- 
ready well  established,  but  there  was 
enough  business  for  three.  "We're  de- 
signing this  airplane,"  he  said,  "not  for 
the  short-range,  low-density  passenger 
market,  which  the  Boeing  737  and 
Douglas  DC-9  will  co\'er,  but  the  lit- 
tle-bit-longer, more  density,  intermedi- 
ate-to-fairly-long range   [market]." 

So  confident  were  Lockheed's  brass 


they  decided  to  build  the  L-1011 
without  a  firm  commitment  from  a 
single  airline. 

Conceded  Kotchian:  "We're  reen- 
tering the  marketplace  as  a  newcom- 
er to  a  lot  of  these  people  because 
we  haven't  been  in  it  for  some  time. 
You  tend  to  do  business  with  people 
you've  been  dealing  with  yesterday 
and  the  day  before  more  than  some- 
body you  dealt  with  five  years  ago." 
Nonetheless,  Kotchian  figured  Lock- 
heed could  get  50%  of  the  market,  or 
300  planes.  Sold  to  date:  158. 

It  all  sounded  so  good.  But  what  if 
something  should  go  wrong?  What  if 
airlines  passenger  growth  should  slow 
down?  What  if  inflation  should  get  out 
of  hand  and  escalate  the  plane's  cost? 
Sound  planning  would  have  provid- 
ed a  cushion  for  such  contingencies, 
but  Lockheed,  stretching  itself  thin, 
had  little  margin  for  error. 

Cautious  Words 

In  their  interview  with  Forbes, 
Haughton  and  Kotchian  did  express 
caution.  Said  Kotchian:  "We  can't  de- 
cide unilaterally  to  go  ahead  with  the 
1011.  All  we  can  do  is  say  to  the  air- 
lines, 'Here  is  a  good  plane;  do  you 
want  to  buy  it?'  If  enough  airlines  say 
yes,  we  have  to  decide  if  we  want  to 
build  it.  This  is  a  two-way  thing;  we 
can  lead  this  horse  to  water  but  we 
can't  make  him  drink." 

Said  Dan  Haughton:  "I  don't  want 
to  go  back  into  the  commercial  busi- 
ness and  lose  a  lot  of  money.  I  want 
to  be  in  the  commercial  business,  but 
I  don't  want  to  be  in  it  that  bad." 

But  once  they  had  plunged  in,  the 
decision  had  its  own  momentum;  a 
graceful  pullback  was  out  of  the  ques- 
tion. So  Haughton  and  Kotchian 
plowed  ahead.  In  the  end  Lockheed 
spent  $1.2  billion  on  the  L-1011.  It 
will  be  lucky  to  break  even.  Without 
the  continuing  burden  of  L-1011 
write-offs,  the  company  would  even 
now  be  hugely  profitable— $9  a  share 
after  taxes,  by  some  estimates. 

The  final  irony  from  Haughton  in 
1967:  "I  don't  want  to  be  in  the  posi- 
tion where  we  rise  or  fall  on  one  de- 
cision. I  don't  think  the  1011  is  a  do- 
or-die thing." 

To  Haughton's  discredit  as  a  man- 
ager—aside from  the  morality  of  Lock- 
heed's alleged  bribes— he  did,  in  the 
end,  let  the  decision  become  do-or- 
die,  and  it  nearly  killed  the  company.  ■ 
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It's  a  funny  xraNC  about  account- 
ing; the  deeper  you  get,  the  more 
confusing  it  gets.  The  harder  you  try 
for  the  precise  truth,  the  more  it 
eludes  you.  Indeed,  as  Pontius  Pilate 
asked:  "What  is  truth?" 

Take  inflation  accounting.  The  ac- 
counting profession  has  been  con- 
cerned with  reflecting  the  effects  of 
inflation  for  many  years.  In  1974 
when  inflation  was  rampant,  the  Fi- 
nancial Accounting  Standards  Board, 
under  pressure  to  act  quickly,  plucked 
a  previously  worked-out  approach  off 
the  shelf  and  offered  it  as  its  pro- 
posed way  to  account  for  inflation. 
It  met  with  tremendous  opposition 
and  it  may  never  go  into  effect. 

Because  it  did  not  agree  with  the 
FASB  proposal,  the  Securities  &  Ex- 
change Commission  came  up  with  its 
own  proposal.  It  calls  for  disclosure 
in  the  footnotes  of  four  pieces  of  in- 
formation: 1)  current  replacement 
cost  of  inventories,  2)  the  effect  on 
cost  of  sales  if  goods  and  services  had 
been  booked  at  current  replacement 
cost,  3)  the  replacement  cost  of  de- 
preciable, depletable  and  amortiz- 
able  assets  and  4)  the  effect  on  de- 
preciation charges  if  depreciation  had 
been  calculated  on  replacement  rath- 
er than  historical  cost. 

Replacement  cost  is  todays  cost. 
Historical  cost  is  yesterday's  cost- 
cost  at  time  of  purchase.  Simple  ex- 
ample: You  bought  a  car  five  years 
ago  for  $3,000  and  depreciated  it 
over  the  five  years.  The  price  of  the 
car  is  now  $5,000.  The  $3,000  you 
set  aside  for  depreciation  of  the  orig- 
inal car  is  not  enough  to  buy  a  new 
car.  That,  in  a  nut!>hell,  is  what  is 
wrong  with  standard  accounting  in 
an  inflationary  period. 

Inflation  makes  profits  look  better 
than  they  really  are.  It  creates  inven- 
tory profits  that  are  not  really  prof- 
its. It  causes  depreciation  to  be  un- 
derstated (in  the  simple  case  above 
the  understatement  was  $2,000). 

According  to  the  Treasury  Depart- 
ment, nonfinancial  corporations  re- 
ported aftertax  profits  of  $53.7  bil- 
lion in  1973.  In  1974  reported  cannngs 
were  up  about  14%-to  $61  billion. 
But  then  the  figures  were  adjusted 
for  inflation— allowing  for  higher  re- 
placement costs  and  taking  out  in- 
ventory profits.  The  difference  was  dra- 
matic and  frightening.  Instead  of  be- 
ing up  14%,  coiporate  profits  were 
down  a  resounding  44%! 

Obviously  it  is  of  importance  to 
provide  investors  with  more  informa- 
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tion  on  how  inflation  affects  compa- 
nies. But  does  the  SEC  proposal  do 
the  job?  It  doesn't  seem  so. 

The  primary  benefit  of  the  SEC 
proposal  would  be  to  show  empirical- 
ly the  dangerous  degree  of  underde- 
preciation  in  American  business  to- 
day. U.S.  Steel's  comptroller,  Bracy 
D.  Smith,  says  that  for  U.S.  Steel  the 
true  depreciation  (to  replace  fixed  as- 
sets) should  be  two  to  three  times 
what  it  is.  Doubling  depreciation 
would  add  about  $300  million  to  Big 
Steel's  costs,  which  would  come  out 
of  aftertax  profits  and  would  ha\e 
lowered  reported  1975  earnings  per 
share  from  $10.33  to  under  $5. 

Okay.  The  SEC  proposal  would 
make  depreciation  and  cost  of  goods 
more  realistic.  But  it  does  not  deal  at 
all  with  a  host  of  other  issues,  many 
of  which  would  have  a  beneficial  ef- 
fect on  earnings.  For  example,  it  re- 
quires no  procedures  for  rcxaluing 
monetary  items  like  debt  or  nonmone- 
tary items  like  investments.  Under  the 
SEC's  proposed  disclosures,  banks 
would  show  little  impact  from  infla- 
tion. Most  of  their  assets  are  in  loans 
and  equity  investments,  neither  of 
which  would  be  re\alued.  Yet  banks 
ha\e   not   been    immune   to   inflation. 

Borrowers  Are  Winners 

"In-  inflationary  times,  companies 
that  borrowed  money  have  achieved 
an  economic  gain,  becau.se  you  pay 
back  in  cheaper  dollars,"  says  Gary 
Depolo  of  Transamerica  Corp.  "If 
you  ignore  that,  you're  not  reflecting 
business  strategies.  Many  business 
consultants  advise  that  in  inflationary 
times  the  winners  are  those  who  bor- 
row heavily."  The  logic  of  this  is  ob- 
vious: Money  due  in  1978  will  be 
more  burdensome  than  debt  due  in 
2000.  The  one  will  be  paid  back  in 
dollars  worth  maybe  90  cents  in  cur- 
rent terms;  the  latter  in  dollars  worth 
maybe  40  cents.  So,  while  inflation 
increases  replacement  costs,  it  prob- 
ably decreases  debt  burden. 

The  SEC's  chief  accountant,  John 
C.  Burton,  concedes  the  partial  nature 
of  the  disclostire  called  lor,  but  adds: 
"We  don't  have  in  mind  a  final  end. 
We  have  in  mind  a  beginning." 

The  particular  danger  of  such  a 
piecemeal  approach,  however,  is  that 
investors  may  get  a  distorted  view  ol 
what  "real  earnings"  are;  they  would 
.see  only  one  side  of  the  picture. 

The  lack  of  specific  guidelines  in 
the  SEC  proposal  is  a  still  more  se- 
rious problem,  and  one  that  trotibles 
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many  companies.  Each  company 
would  have  to  make  its  own  assump- 
tions and  estimates  on  replacement 
cost.  This  adds  an  element  of  sub- 
jectivity to  accounting  that  is  pure 
poison  to  accountants.  Take  the  re- 
placement cost  of  a  plant.  The  SEC 
proposal  would  work  like  this:  Say 
a  plant  was  built  seven  years  ago  at 
a  cost  of  $10  million.  It  has  a  life 
of  25  years  and  is  currently  40%  de- 
preciated. The  replacement  cost  is  de- 
termined to  be  $15  million.  The  com- 
pany would  depreciate  40%  of  the  re- 
placement cost  immediately  and  the 
balance— $9  million— on  a  straight-line 
basis  over  the  remaining  18  years  of 
the  life  of  the  asset. 

Doesn't  sound  too  difficult.  But  how 
was  the  replacement  cost  determined? 
Was  it  the  cost  of  building  a  new 
plant  exactly  like  the  old  one?  Or 
does  it  incorporate  any  technological 
changes  that  have  occurred?  It  is  up 
to  the  companies  to  decide.  A  tech- 
nologically updated  plant  might  cost 
more  to  build,  but  it  might  also  re- 
duce operating  and  production  costs, 
neither  of  which  would  be  required 
to  be  reflected  under  the  SEC's  pro- 
posal. Or  take  a  New  York  City  of- 
fice building  that  cost  $8  million  to 
build.  It  might  cost  $10  million  to 
replace,  but  could  only  be  sold  for  $6 
million.  What  value  should  be 
booked?  The  SEC  has  not  said. 

In  short,  there  seems  to  be  con- 
siderable question  as  to  how  useful 
the  SEC's  proposal  will  really  be. 
"This  thing  is  going  to  cost  a  lot  of 
money,  but  it  has  not  been  demon- 
strated that  there  will  be  a  benefit," 
says  A.L.  Monroe,  controller  of  Exxon. 

How  much  would  it  cost  to  com- 
ply with  the  SEC  proposal?  Estimates 
vary  considerably.  AT&T,  which  fa- 
vors the  change,  thinks  it  could  be 
done  for  the  whole  Bell  System  for 
under  $1  million.  On  the  other  hand 
United  Telecommunications,  the  na- 
tion's third-largest  telephone  compa- 
ny, but  wirti  only  3%  of  AT&T's  as- 
sets, complains  that  it  would  cost  a 
minimum  of  S3  milbon  and  probably 
far  more. 

There  is  some  sentiment  within 
the  accounting  profession  that  the 
proper  agency  to  deal  with  inflation 
accounting  is  not  the  SEC  but  the 
accountants'  own  Financial  Account- 
ing Standard?  Board.  The  FASB  has  a 
project  under  way  dealing  with  the 
whole  issue  of  current  value  account- 
ing (of  which  replacement  cost  is 
only  one  part),  but  it  is  unhkely  that 
there  will  be  a  final  rule  until  some 
time  in  1977. 


There  is  considerable  criticism  of 
the  FASB's  failure  to  act  more  quick- 
ly, but  Vice  Chairman  Robert  Sprouse 
defends  the  FASB's  deliberate  ap- 
proach: "The  SEC  proposal  pro- 
vides few  guidelines  on  how  replace- 
ment-cost data  is  to  be  determined. 
It  is  really  a  very  fuzzy  sort  of  thing. 
I  am  also  concerned  about  the  partial 
nature  of  the  disclosure.  We're  not 
in  a  position  to  do  that.  Our  pro- 
nouncements become  part  of  General- 
ly Accepted  Accounting  Principles." 

Slow  But  Steady 

In  other  words,  the  FASB  must 
come  up  with  rules  for  a  fully  articu- 
lated set  of  financial  statements.  It 
cannot  duck  the  issue  of  monetary 
items  simply  because  it  is  a  difficult 
issue.  It  cannot  be  vague  on  what  it 
wants  and  how  data  is  to  be  de- 
veloped. It  must  be  precise  because, 
unlike  the  SEC's  proposal,  disclosure 
under  its  rules  would  have  to  be 
audited.    Such    precision    takes    time. 

Some  companies.  General  Electric 
and  J.C.  Penney  among  them,  would 
prefer  a  period  of  experimentation 
before  requiring  disclosure.  At  least 
one  accounting  firm  agrees.  In  Jan- 
uary Touche  Ross  &  Co.  began  a  na- 
tionwide effort  to  get  companies  to 
experiment  with  all  aspects  of  cur- 
rent-value accounting,  and  has  sug- 
gested procedures  to  provide  a  fully 
articulated  set  of  financial  statements. 
"We  feel  that  there  are  tremendous 
distortions  in  current  financial  state- 
ments," says  TR  partner  Tom  Porter. 
-Historical-cost  figures  may  be  objec- 
tive and  easy  to  get,  but  in  an  in- 
flationary period,  they  are  no  longer 
relevant." 

What  seems  clear  is  that  requir- 
ing the  disclosure  of  piecemeal  data 
is  both  misleading  and  expensive.  For 
the  SEC  to  require  partial  disclosure 
now  seems  an  unnecessary  burden  to 
place  on  companies,  especially  when 
they  might  have  to  change  their  sys- 
tems again  to  comply  with  a  future 
FASB  ruhng.  A  hastily  devised  and 
partial  stopgap  measure  like  the  SEC 
proposal  merely  adds  one  more  ex- 
pensive regulation  to  an  already  over- 
bureaucratized  business  environment. 

Don't  get  us  wrong.  We're  not 
against  letting  investors  know  the 
facts,  but  we  are  against  rushing  in- 
to anything  this  important  on  an  in- 
complete basis.  Sure,  inflation  hurts 
most  businesses,  but  it  also  helps  them 
in  some  ways.  A  system  that  deals 
only  with  the  hurt  and  not  with  the 
benefit  may  be  worse  than  no  system 
at  all.  ■ 
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Revolution? 

With  liberals  and  conservatives  bat- 
tling it  out  to  see  who  can  sound  most 
anti-big  government,  it's  not  surprising 
that  someone  would  come  up  with 
the  idea  that  regulatory  agencies 
should  self-destnict. 

Illinois  Congressman  Abner  J.  Mik- 
va  has  come  up  with  the  Regula- 
tory Agency  Self-Destruct  Act,  which 
he  introduced  in  the  House  in  De- 
cember. But  he's  no  stop-the-world-I- 
want-to-get-ofF  type.  According  to 
Mikva,  a  liberal  Democrat,  it's  not 
government  per  se  people  are  against. 
"Despite  campaign  rhetoric  that 
would  have  us  believe  the  greatest 
anarchist  will  be  the  next  President 
—it's  failed  government."  It  isn't  regu- 
lation people  are  against,  but  regula- 
tion that  is  ineffective  or  worse. 
"Most  people  aren't  ready  for  govern- 
ment to  dry  up.  But  they  are  fed  up 
with  government  that  wastes  their 
money  and  does  little  for  them." 

Mikva  blames  Congress  for  failing 
to  adequately  oversee  its  own  cre- 
ations—such as  the  Interstate  Commerce 
Commission,     the     Civil     Aeronautics 


Board,  the  Federal  Trade  Commis- 
sion—and allowing  them  to  become 
mushy,  stultifying  bureaucracies. 

His  proposed  Self-Destruct  Act 
would  change  all  that.  The  agencies 
would  be  given  15  years  to  do  their 
prescribed  work  and  then  automati- 
cally go  out  of  business— unless  the 
President  and  Congress,  after  thor- 
ough investigations,  decided  they 
should  live  on.  If  so,  they  would  get 
another  seven  years  before  dying. 

Mikva,  whose  Chicago  North  Shore 
district  is  the  second-richest  in  the  na- 
tion, isn't  trying  to  put  all  govern- 
ment agencies  out  of  business.  He  has 
his  favorites.  The  Environmental  Pro- 
tection Administration  and  the  Oc- 
cupational Health  &  Safety  Adminis- 
tration, for  example,  aren't  included  in 
the  bill  for  the  simple  reason  that 
Mikva  doesn't  want  them  to  self-de- 
struct—yet. He  emphasizes,  however, 
that  the  principle  applies  to  those, 
too.  "Every  regulatory  agency  should 
have  a  self-destruct  mechanism.  As 
long  as  I'm  here  I  will  offer  one 
whenever  a  new  regulatory  agency  is 
created. 

"What's  at  stake  is  the  restoration 


Congressman  Mikva 

of  public  trust  in  government." 

What  about  all  those  people  who 
will  lose  their  jobs  when  agencies 
self-destruct?  Well,  that's  a  problem, 
concedes  Mikva,  "but  somebody  else 
will  have  to  sponsor  the  Bureaucrats 
Protection  Act."  ■ 


•  .  .  But  A  Good  Cigar 
Is  A  Smoice 

Tobacco  is  in  the  Cullman  blood,  and 
so  it  was  with  spirits  high  that  Edgar 
M.  Cullman  took  control  in  1962  of 
General  Cigar,  the  U.S.'  second-big- 
gest cigar  producer.  Cullman's  older 
brother,  Joseph  F.  Cullman  III,  is 
chairman  of  Philip  Morris;  his  father 
was  a  veteran  tobacco  grower. 

Edgar  Cullman,  now  58,  has  tried 
hard  for  14  years,  but  things  haven't 
worked  out  well.  Last  year  General 
Cigar  earned  only  $6  million  on  sales 
of  $370  million.  Although  cigars 
have  fared  far  better  than  cigarettes 
on  the  cancer  statistics,  they  have 
fared  poorly  in  consumer  preferences. 
While  unit  consumption  of  cigarettes 
has  increased  13%  in  the  past  five 
years,  unit  cigar  consumption  has 
dropped  26%.  What  went  wrong? 
Edgar  Cullman  blames  modem  Hfe- 
styles:  "The  hurried  way  we  live  dis- 
courages cigar  smoking;  people  are 
always  on  the  run." 

Actually,  the  bulk  of  what  money 
General  Cigar  does  make  comes  from 
its  drug  business  and  from  selling 
things  other  than  cigars— candy,  ciga- 
rettes, chewing  gum,  pencils  and 
similar  items  that  are  made  by  others 
—to  the  same  retailer  customers  who 


buy  its  cigars. 

"The  American  public  isn't  willing 
to  pay  what  it  costs  to  make  a  good 
cigar,"  says  Cullman  sadly  as  he  fon- 
dles a  95-cent  Macanudo  cigar  while 
smoking  a  15-cent  White  Owl  Dip- 
lomat.   "Our    White    Owls    were    ten 


Cullman  of  General  Cigar 


cents  each  in  1945;  now  they're  two 
for  27  cents.  Look  what  happened  to 
the  5-cent  subway  fare  in  the  same 
time." 

Cullman  acquired  Ex-Lax,  the  base 
of  his  drug  business,  in  1969.  Now  he 
has  moved  further  down  the  same 
road  by  buying  Helme  Products, 
which  will  add  almost  a  third  to  Gen- 
eral Cigar's  sales  in  1976.  The  Bach- 
man  division  of  Helme  is  one  of  Nabis- 
co's  biggest  competitors  in  pretzels. 
Other  divisions  make  potato  chips, 
corn  chips  and  similar  munchies.  As 
Cullman  regretfully  points  out,  snack 
foods,  unlike  cigars,  compri.se  a  grow- 
ing market;  and  General  Cigar,  with 
its  knack  for  advertising  and  its  distri- 
i)utioii  network  already  in  place, 
should  do  well  in  this  area.  Cullman's 
board  has  picked  a  new  company 
name,  not  yet  approved,  to  replace 
( this  spring)  what  Cullman  calls  the 
"blue  blood"  one  it  has. 

One  consolation  for  tobacco  man 
(.'ullman:  Helme's  $27-million  "smoke- 
less tobacco"  business.  There  is  a  re- 
surgence in  snuff  and  chewing  tobacco 
use  in  the  Southeast:  Miners  can't 
smoke  underground,  .so  many  of  them 
chew  tobacco  instead. 

To  paraphrase  Rudyard  Kipling:  A 
laxative  is  only  a  laxative,  but  a  good 
cigar  is  a  smoke.   ■ 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  0}  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


$200,000,000 

Bethlehem  Steel  Corporation 

8%%  Debentures,  due  March  1, 2001 


Price  99'/4% 

and  accrued  interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  legally  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.                       The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Bache  Halsey  Stuart  hie.                       Blyth  Eastman  Dillon  &  Co.  Drexel  Burnham  &  Co. 

Incorporated  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes           £.  F.  Hutton  &  Company  Inc.  Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

LazardFreres  &Co.                                   Lehman  Brothers  Loeb,  Rhoades  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.            Wertheim  &  Co.,  Inc.           White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Warburg  Paribas  Becker  Inc.                          Bear,  Stearns  &  Co.  L.  F.  Rothschild  &  Co. 

Shearson  Hayden  Stone  Inc.                       Shields  Model  Roland  Securities  Weeden  &  Co. 

Incorporated  Incorporated 

February  26, 1976 


Faces  Behind  the  Figures 


Natural  Economics 

Gary  MacDougal,  an  ambitious  39- 
year-old,  is  one  man  in  the  energy 
field  who  isn't  too  concerned  which 
forni  of  energy  ends  up  on  top.  "We 
don't  care  how  they  build  power 
plants— nuclear,  fossil  fuel,  solar  en- 
ergy—they all  use  lots  of  valves." 

Valves  are  the  sole  product  of  Mac- 
Dougal's  Mark  Controls  Corp.,  and 
he  turns  a  nice  profit  on  them— $6 
million  in  the  year  ended  Dec.  30, 
on  $70  million  sales,  yielding  a  40% 
return  on  stockholders'  equity. 

What  makes  valves  so  profitable? 
Part  of  the  answer  is  the  energy 
boom.  But  another  part  is  the  way 
MacDougal  approaches  the  business. 
In  1969  MacDougal  was  a  partner 
with  McKinsey  &  Co.,  and  badly 
wanted  to  try  out  a  pet  idea.  The 
strategy:  Put  together  a  group  of  re- 
lated, single-product  companies  sell- 
ing to  the  same  user  market.  Then 
set  up  a  national  marketing  capacity. 

After  some  looking  around,  Mac- 
Dougal figured  it  made  sense  for  him 


MacDougal  of  Mark  Controls 

to  sell  mechanical  equipment  to  the 
energy  industry,  since  he  has  a  degree 
in  mechanical  engineering  from 
UCLA.  He  and  a  group  of  willing  in- 
vestors purchased  35%  of  an  Evans- 
ton,     111.     company     named     Clayton 


Mark,  a  $16-miUion  (sales)  outfit 
that  had  been  losing  money  making 
tubing,  ball  valves  and  industrial 
couplings.  He  sold  the  tubing  and 
other  nonvalve  businesses  and  picked 
up  two  manufacturers  of  other  types 
of  valves  like  butterfly  and  gate 
valves.  MacDougal  boasts  that  his 
company  is  the  only  valve  manufac- 
turer among  the  top  five  leaders  in 
all  three  major  valve  markets. 

Since  his  idea  worked  so  well  in 
valves,  MacDougal  is  planning  to 
"diversify"  into  such  products  as 
pumps  and  meters,  also  to  service  the 
energy  industry.  "We  think  we  can 
grow  right  on  up  into  a  major  indus- 
trial corporation  without  departing 
from  our  basic  field  of  energy  equip- 
ment," he  says.  To  that  end,  he  has 
been  cleaning  the  debt  off  his  balance 
sheet,  preparing  for  more  acquisitions. 

"Energy  is  a  great  place  to  be," 
says  MacDougal,  "e\en  though  the 
politicians  tr>'  to  stand  in  the  wa\  of 
natural  economic  forces.  But  I'd  rath- 
er be  on  the  side  of  the  natural  eco- 
nomic forces."  He  seems  to  be.   ■ 


Adam  Smith 
Or  Henry  VIII? 

Anthony  Wedgwood  Benn,  the  Brit- 
ish aristocrat  who  renounced  his  title, 
gave  his  name  to  ultraleftism  (Benn- 
ery)  and  is  now  the  Sheik  Yamani 
of  the  North  Sea,  was  in  the  U.S.  last 
month  trying  to  sell  his  government's 
energy  policies. 

Considering  the  Labour  govern- 
ment's record  of  ruining  private  en- 
terprise, and  considering  the  Energy 
Minister's  position  well  over  to  the 
left  of  that  party,  he  is  hardly  an 
ideal  salesman.  However,  Tony  Benn 
is  nothing  if  not.  game.  Maybe  we're 
setting  tough  terms,  he  said,  but  at 
least  we  don't  go  around  threatening 
to  break  up  the  oil  chaps.  He  tried 
a  bit  of  the  old  British  wit  on  the 
Colonists. 

"The  British  government  doesn't  go 
in  for  antitrust  suits  or  threats  that 
employ  batteries  of  lawyers  in  end- 
less and  expensive  arguments."  Benn 
puffed  on  his  pipe. 

"Our  approach  is  different. 

"When  the  British  government  dis- 
covers power,  it  tries  to  get  close  to  it, 
to  participate  in  it  and  make  it  ac- 
countable. It  doesn't  invoke  sonic 
primitive  economic  bible  [Adam 
Smith]  and  try  to  do  away  with  it. 

"The  policy  dates  back  to  the  time 
the   Pope    wouldn't   let    Henry   VIII 


get  a  divorce.  The  King  decided  to 
take  a  51%  participation  in  the  church 
and  to  form  the  British  National 
Religious  Association." 

That  was  reference,  of  course,  to 
the  British  National  Oil  Corp.,  which 
the  Labour  goxernmcnt  now  insists 
should  own  51%  of  all  the  North  Sea 
Oil.  The  oil  companies  are  not 
amused.  Since  ta.xes  and  royalties  are 
already  set  at  70%  and  since  North 
Sea  oil  is  expensive  to  extract,  the  oil 
companies  figure  the  game  isn't  worth 
it  if  they  have  to  give  up  51%  of  the 
oil  besides. 

The  talks  are  still  going  on.  The 
British  government,  it  seems,  is  try- 
ing to  save  face  on  its  51%  demand, 
and  is  actually  making  important  con- 
cessions. For  example,  it  made  a  deal 
with  Gulf  and  Conoco,  which  seemed 
to  give  it  51%  but  actually  only  gave 
the  government  the  right  to  buy 
enough  of  the  oil  to  bring  its  share  to 
51%-but  at  full  market  price.  The 
government  doesn't  have  much  choice 
but  to  compromise.  It  is  so  broke  it 
couldn't  even  begin  to  put  up  the 
necessary  money  to  have  the  British 
National  Oil  Corp.  do  the  job. 

Good  bit,  that,  about  Henry  VIII, 
But  there's  one  thing  you  ought  to 
remember  about  the  big  oil  compa- 
nies, Tony:  They  may  be  worried 
about  breakup,  but  they  ha\(ii't  for- 
gotten how  to  count.    ■ 


Wedgwood  Benn 


/ 


96 


FORBES,    MARCH    15,    1976 


^upr 


Mlr^V. 


mm 


aste  watchers 
and  see  how  the  right  paper  service 
can  give  you  more  for  your 
maintenance  dollar. 


Bigger  is  better. 

When  it  comes  to  saving  mainte- 
nance time,  a  bigger  paper  service 
is  almost  always  better.  And  Fort 
Howard  has  a  bigger  paper  service 
for  almost  every  need. 

Like  a  large-roll  tissue  service 
and  a  large-roll  towel  service  that 
cuts  changing  time  almost  in  half. 
And  a  folded  towel  service  that 
uses  a  larger  cabinet  to  cut  refills 
and  reduce  refilling  time. 


Billow®  Tissue  is  bigger. 

Take  our  Billow  tissue,  for  example. 
It  has  1800  sheets  in  each  roll.  Yet  it 
will  fit  on  most  fixtures  that  hold 
a  standard  1000-sheet  roll  of  tissue. 

The  result?  Your  maintenance 
man  has  to  come  around  less  often. 
So  he  has  more  time  for  other  duties. 
Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  vyaste  watcher.  Before 
another  minute  slips  away. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  m 


The  Waste  Watchers. 


For  nearly  half  a  century,  Fiduciary  Trust 
Company  of  New  York  has  devoted  all  its  time, 
skills  and  energy  to  all  aspects  of  investment 
management,  including  tax.  trust  and  estate 
matters  in  cooperation  with  your  family  attorney. 
Fiduciary  avoids  all  the  unrelated  activities 
traditionally  associated  with  commercial  banking. 
Fiduciary.  The  non-bank  bank. 


RDUCIPRY 

TRUST  COMPANY  OF  NEW  YORK 

f  lt€  non-bank  bank ' 

TWO  WORLD  TRADE  CENTER,  NY  10048 

TELEPHONE  (212)  466-4100 
EUROPEAN  OFFICES:  London/Geneva 


As  long  as  Firestone 
keeps  thinking  about  people, 

people  will 
keep  thinking  about  Firestone. 


A, little  latex  from  our 
Natural  Rubber  G  Latex 
Company,  and  a  huff  and 
)uff  from  you,  and  your 

Js  got  his  hands 

jn. 


Vans  dressed  like  this  Ford  ought  to  have  tires 
that  corner,  stop,  steer... and  stand  out  from  the 
crowd.  Like  Firestone's  dressy  Super  Sport 
Wide  Ovals!" 


Once,  Allied 
troops  crossed 
rivers  on 
pontoon 
bridges.  Today 
these  products 
of  our  Coated 
Fabrics 
Company 
carry 

sportsmen 
down  the 
rapids  of 
the 
Colorado. 


Faces  Behind  the  Figures 


Flynne  of 

Smith  International 


Days  Of  Glory 

Life  has  been  full  of  unexpected 
switches  for  Robert  L.  Flynne,  now  58 
and  chairman  of  Smith  International, 
Inc.,  of  Newport  Beach,  Calif.  Inspired 
by  Ben  Hecht's  The  Front  Page, 
Flynne  started  studying  journalism  at 
the  University  of  Southern  California 
but  changed  his  mind  about  careers 
("Too  many  deadlines;  too  few 
blondes").  He  discovered  that  the 
thing  he  liked  best  about  journalism 
was  the  score-keeping  involved  in 
sports  writing.  So  he  switched  to 
accounting. 

His  first  job  was  with  a  company 
making  oil-drilling  equipment.  A 
dyed-in-the-wool  Californian,  he  quit 
when  his  bosses  asked  him  to  move 
to  Texas.  His  next  job  was  with  a 
tough  ex-blacksmith  by  the  name  of 
Herman  C.  Smith  who  had  developed 
a  business  in  drilling  bits  and  other 
oilfield  equipment.  Rising  through 
the  ranks,  in  1967  Flynne  became 
chairman  of  the  board  of  Smith  In- 
ternational. Its  sales  at  the  time  were 
under  $50  million. 

Four  years  ago,  at  54,  Flynne's  ca- 
reer   had    peaked.    A    successor    had 


been  picked  as  board  chairman  and 
Flynne  was  made  president.  Unex- 
pectedly his  successor-designate  de- 
veloped a  fatal  illness  and  Flynne  was 
back  in  control.  Then  came  the  oil 
embargo  and  the  subsequent  boom  in 
oil  drilling.  Smith  International's  tim- 
ing was  brilliant:  Flynne  had  already 
launched  a  $50-million  expansion  pro- 
gram. Between  1972  and  1975  the 
company's  sales  trebled  to  nearly  $300 
million.  The  year  Flynne  became 
chairman,  earnings  were  just  $2.8  mil- 
lion; last  year  they  passed  $34  million. 
One  major  job  still  faces  Flynne: 
Having  expanded  so  fast.  Smith  In- 
ternational has  outgrown  its  equity 
base  in  spite  of  its  high  earnings.  A 
common  stock  offering  is  planned  for 
the  near  future.  Meanwhile,  the  com- 
pany's board  has  picked  as  his  succes- 
sor 39-year-old  Jerry  Neeley,  a  son-in- 
law  of  Smith's  founder.  Having  nm 
the  company  in  its  days  of  struggle 
and  its  years  of  explosive  growth,  will 
Flynne  regret  moving  upstairs  in  its 
days  of  glory?  Not  really:  "Those 
overseas  trips  this  business  requires 
are  a  young  man's  game— the  jet  lag, 
the  long  meetings,  the  strange  cus- 
toms, the  exotic  food,  the  diarrhea."  ■ 


White  Elephant 
Under  Glass 

Suppose  you  had  your  eye  on  an  emp- 
ty plant  in  an  angry  town— the  town 
being  angry  for  the  good  reason  that 
it  was  the  effective  owner  of  the  emp- 
ty plant.  What  kind  of  man  would 
you  hire  to  fill  it? 

That's  the  situation  Massey-Fergu- 
son  Ltd.  faced  when  the  big  Cana- 
dian-based farm  equipment  combine 
decided  to  become  the  first  foreign 
engine  maker  to  set  up  shop  in  the 
U.S.  The  plant  they  wanted  was 
a  $50-million,  650,000-square-foot 
beauty  smack  in  the  middle  of  Can- 
ton, Ohicf,  built  mostly  with  city  in- 
dustrial revenue  bonds  for  White  Mo- 
tor Co.  White  bailed  out  a  few 
months  before  the  plant  was  com- 
pleted in  1970,  though  the  company 
has  continued  to  service  the  debt. 
Since  then,  the  "White  elephant"  has 
been  one  of  the  best-shopped  plants 
in  the  U.S.;  everyone  from  General 
Motors  on  down  has  looked  at  it.  But 
its  only  output  has  been  political  foot- 
balls for  local  pols,  whose  unemploy- 
ment problem  is  not  the  one  Canton 
set  out  to  solve. 

You  never  knew  there  was  a  branch 


of  Central  Casting  for  Ohio?  Meet 
Kenneth  E.  Glass,  35.  Varsity  swim- 
mer at  the  University  of  Cincinnati. 
Lay  leader  in  the  Methodist  Church. 
Ham  radio  freak.  Black  belt  in  judo. 
An  engineering  graduate,  in  his  20s 
he  supervised  the  refitting  of  Polaris 
submarines.  At  30  he  was  in  charge  of 
Allis-Chalmers'  operations  in  Britain. 
Massey-Ferguson  hired  him  away 
from  a  joint  Allis-Fiat  manufactur- 
ing venture. 

Instead  of  a  white  elephant.  Can- 
ton now  has  the  prospect  of  1,600 
new  jobs. 

Massey  needs  engines,  and  its  Brit- 
ish subsidiary,  Perkins  Diesel  of  Pe- 
terborough, England,  just  wasn't  turn- 
ing them  out  dependably:  too  much 
bloody-mindedness  on  the  part  of  En- 
glish workers.  Glass  will  completely 
retool  the  Canton  plant  to  turn  out 
100,000  Perkins  diesels  a  year  by 
1980.  Perhaps  even  more  important, 
he  must  develop  a  marketing  and  ser- 
vice apparatus  for  an  America  in 
which  Perkins  has   sold  little  so  far. 

Is  Canton's  job  gain  Peterborough's 
job  loss?  Not  at  all,  says  Glass.  "We 
expect  that  they'll  step  up  produc- 
tion as  we  come  on  stream.  After 
all,  Perkins  America  will  be  selling 
Perkins  England  engines,  too."  ■ 


Glass  of  Massey-Ferguson 
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Our  employees,  that's  who. 
Because  they  know  their 
Company  better  than  any- 
one else. 

But  unlike  just  any  other  com- 
pany our  employees  have 
chosen  to  put  their  own  hard- 
earned  money  where  their 
jobs  are -in  Amcord.  Or  to 
borrow  from  a  familiar  expres- 
sion, in  a  piece  of  the  Amcord 
rock.  And  we  think  this  is 
something  to  talk  about. 

Following  the  recent  intro- 
duction of  the  Company's 
new  Stock  Investment  Profit 
Sharing  Plan  for  salaried 
employees,  a  full  three- 
quarters  of  those  eligible - 
78%  to  be  exact -signed  up 
to  participate.  Now  that's  the 
kind  of  commitment  that  any 
company  should  be  doubly 


AMCORD 


proud  of.  Good  times  or  bad. 

What's  more,  over  half 
invested  the  maximum  4  per- 
cent of  their  salary  which, 
together  with  Company  con- 
tributions, is  then  invested  in 
Amcord  common  stock  pur- 
chased on  the  open  market 

They  did  so  because  of  some 
other  impressive  percentages: 
Amcord's  five-year  earnings 
increase  of  184%.  And  a 
35%  increase  in  Amcord's 
dividend  rate  in  the  past 
two  years  alone. 

Employees  know  what  is 
going  on  in  a  company  And 
our  people  know  that  Amcord 
is  strong  and  getting  stronger. 

They  know  that  a  tough  new 
management  team  has  been 

Amcord,  Inc. 

Hercules  Cement  Company 
Peerless  Cement  Company 
Phoenix  Cement  Company 
Riverside  Cement  Company 
Muskin  Corporation 
Pascoe  Steel  Corporation 
Little  Lake  Industries 
SnowmassatAspen 


built  over  the  past  few  years 
And  they  know  that,  with 
their  help,  this  team  has  just 
made  its  projected  earnings 
goal  for  the  sixth  consecu- 
tive year 

Our  employees  know  about 
this  ad    they  helped  to  write 
It  And  after  all.  who  knows 
us  better  than  our  employees'?' 
Our  shareholders,  that's  who. 


WT  Pascoe.  Ill 
Chairman  of  the  Board  and 
Chief  Executive  Officer 


William T  Pitcoa,  III.  Chairman  F 

Amcord.  Inc 

610  Newport  Center  Drive 

Newport  Beach.  California  02663 

I  want  lo  hear  more  about  your  company 
and  the  industries  it  tervea  My  card 
It  attached 


Listed  NYSE.  PSE.  Symbol:  AAC. 

l?i!f  t  V*""  o' »''''«':"««'"«'"« ''"■ece*^  a'  tamiliaming  the  American  business  and  financial  community  with  one  of  the  country's  most  dynamic 
manufacturing  and  marl<eting  corporations). 
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Money  And  Investments 


The  Economy 


Inflation-Free  Prosperity? 


On  page  60,  we  report  how  the  price  of  zinc,  which 
stayed  steady  during  the  recession,  has  actually  dropped 
a  bit  since  business  has  picked  up.  This  seems  contrary 
to  everything  that  Adam  Smith  and  previous  experience 
taught  us:  Prices  were  supposed  to  drop  during  reces- 
sions and  go  up  during  recovery. 

What  is  different  this  time?  Why  did  prices  stay  high 
during  the  recession?  Why  are  they  staying  relatively 
steady  now  that  it  is  over? 

The  simple  answer  is  that  businessmen  couldn't  aflFord 
to  cut  prices  during  the  recession.  Their  costs— of  energy, 
of  labor,  of  materials— seemed  out  of  control  and  they 
were  in  a  cash  bind.  The  problem  was  disguised  from 
the  general  public,  and  even  from  economists  and  ana- 
lysts, by  government  reports  showing  that  corporate  prof- 
its in  the  aggregate  were  holding  up  quite  well.  Hard- 
headed  businessmen,  however,  knew  that  the  profit  situa- 
tion was  much  worse  than  the  published  numbers  showed. 

The  severity  of  the  1974  profits  squeeze  is  clearly  re- 
vealed in  a  new  set  of  revised  figures  that  the  Commerce 
Department  has  just  released  on  gross  national  product 
and  corporate  profits.  These  figures  are  adjusted  by  fac- 
toring inflation  out  of  inventory  profits  and  by  factoring 
in  the  effect  of  inflation  on  plant-and-equipment  replace- 
ment costs.  In  short,  they  are  closer  to  "real"  profits 
( whatever  that  is ) ,  as  opposed  to  nominal  profits. 

These  figures  tell  a  scary  story.  By  the  first  quarter  of 
1975  pretax  profits  of  all  corporations  were  down  about 
9%  from  two  years  earlier— not  all  that  bad.  But  on  a  re- 
placement-cost basis,  taking  into  account  the  sizable  in- 
flation of  the  period,  they  were  down  23%. 

For  aftertax  profits— which  is  what  really  counts— the 
squeeze  was   far  worse.    (The   reason   is,   of   course,   that 


corporate  income  taxes  are  levied  on  nominal  profits,  not 
on  inflation-adjusted  profits.)  In  1973  adjusted  aftertax 
profits  of  nonfinancial  corporations  were  nearly  $37  bil- 
lion; by  1974  they  were  down  to  a  sickly  $20.5  billion— 
from  4.9%of  the  gross  national  product  to  only  2.5%. 

The  slide  in  both  nominal  and  adjusted  profits  ended  in 
the  first  quarter  of  last  year.  On  an  inflation-adjusted  ba- 
sis, aftertax  profits  were  more  than  $40  billion  in  1975— 
double  the  level  of  1974.  Thanks  to  the  slowing  of  in- 
flation, the  improvement  in  the  profit  picture  was  far 
better  than  was  shown  by  corporate  earnings  statements. 

With  the  profit  squeeze  over,  businessmen  began  re- 
verting to  normal— just  as  the  zinc  producers  did.  They 
have  begun  to  absorb  some  of  their  cost  increases  and 
even  to  shave  prices. 

All  this  may  not  be  in  tune  with  conventional  econom- 
ics, but  it  is  perfectly  good  psychology.  When  business- 
men were  scared  and  their  cash  was  squeezed,  they  tried 
to  raise  prices  in  a  recession.  When  they  began  to  feel 
more  comfortable  they  began  worrying  again  about  mar- 
ket share  rather  than  about  sheer  survival. 

This  is  what  the  stock  market  is  telling  us  by  putting 
on  the  strongest  and  broadest  rally  in  years.  In  1973  and 
1974  the  market  was  warning  us  that  the  profits  squeeze 
was  worse  than  it  seemed.  Now  it  is  telling  us  that  the 
profits  recovery  is  even  better  than  it  looks. 

Nothing  is  certain  in  this  uncertain  world,  but  as  of 
now  we  can  look  forward  to  a  period  of  noninflationary 
prosperity.  Business  has  got  its  costs  down  and  it  has 
plenty  of  unused  capacity.  Thus  it  can  at  the  same  time 
expand  production,  absorb  a  reasonable  amount  of  raw 
material  and  wage  cost  increases,  and  still  show  high- 
er profits.   ■ 
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Money  And  Investments 


The  Bond  &  Capita  Markets 


One  Way  To  Beat 
The  Tax  Collector 


By  Ben  Weberman 


^Jne  of  the  great  bond-buying  op- 
portunities of  recent  years  occurred 
last  spring  when  top-grade  electrical 
utility  bonds  were  yielding  10%  and 
medium-grade  as  much  as  12%.  The 
price  of  fuel  was  soaring.  Many  regu- 
latory bodies  seemed  more  concerned 
with  consumerists  and  consumers 
than  with  solvency  of  the  companies. 
Bond  buyers  treated  utility  compa- 
nies as  though  they  were  lepers. 

Like  most  panics,  this  one  was 
greatly  overdone.  The  regulators  be- 
gan facing  the  facts,  rate  increases 
began  to  come  through  and  utility 
profits  recovered.  Last  April,  Gulf 
States  Utilities,  an  Aa-rated  issuer, 
had  to  pay  10.15%  to  sell  first  mort- 
gage bonds.  In  late  January  of  this 
year,  the  same  company  raised  $60 
million  and  paid  only  8.83%.  Today, 
utihty  yields  are  again  slightly  above 
yields  of  similar  quality  industrial 
bonds.  Utility  bonds  are  no  longer 
screaming  bargains. 

Public  Power 

However,  one  comer  of  the  utility 
bond  market  still  oflFers  extraordinary 
values  for  individual  investors.  A  se- 
lect number  of  utilities  are  owned  by 
local  governments  rather  than  by  pri- 
vate companies.  Because  they  are 
government-owned,  these  utihties  can 
sell  bonds  whose  interest  is  free  from 
federal  income  taxes. 

To  name  a  few:  Platte  River  Power 
Authority,  Colorado;  Omaha  Public 
Power  District,  Nebraska;  Salt  River 
Project,  Arizona;  and  Nebraska  Pub- 
lic Power  District.  These  are  not  dog- 


gy issuers;  they  range  in  quality  from 
A  to  Aaa. 

Take  the  Platte  River  Authority.  It 
marketed  $10  million  in  bonds  in  late 
February,  due  2001  and  paying 
7.125%;  and  $34  miUion  due  2011  at 
7.3%.  Both  carry  A  ratings  and  both 
are  free  from  federal  income  taxes, 
but  not  from  state  and  local  taxes 
( except  in  Colorado ) . 

Platte  River  supplies  power  to  com- 
munities northwest  of  Denver.  The 
Authority  expects  to  be  able  to  cover 
payment  debt  service— that  is,  interest 
and  repayment  of  principal— by  1.3 
times  over  the  next  ten  years. 

Now  let's  compare  the  Platte  Rivers 
with  a  similarly  rated  private  utility 
bond  sold  around  the  same  time- 
Philadelphia  Electric  Co.  first  mort- 
gage bonds  of  2006.  The  Philadelphia 
issue  pays  9.125%,  but  it  is  subject 
to  all  income  taxes— state,  local  and 
federal.  (Because  of  its  big-city  en- 
vironment, Philadelphia  Electric  yields 
more  than  most  A-rated  private  utility 
bonds,  which  have  been  moving  in 
the  market  at  9%  and  somewhat  less.) 

Take-Home  Yield 

If  these  special  tax-free  issues  ap- 
peal to  you,  your  broker  can  supply 
you  with  information  on  other  issuers 
and  other  issues.  If  you  prefer  to  buy 
a  new  issue,  there  is  an  $80-million 
offering  of  Omaha  Public  Power;  it 
will  include  $17  million  due  2006 
priced  to  yield  7%  and  $44  million 
maturing  2016  that  yields  7.16%.  The 
Omaha  securities  were  just  upgraded 
to  Aa  by  Moody's  and  are  rated  A- 
plus  by  Standard  &  Poor's. 

Engineering  consultants,  who  usu- 
ally are  asked  to  supply  an  inde- 
pendent judgment,  believe  that  debt 
service  on  the  Omaha  bonds  will  be 
about  1.6  times  interest  and  repay- 
ment during  the  period  from  1980  to 
1986,  and  will  then  rise  steadily  to 
3.05  times  after  2007.  That's  a  pretty 
solid  investment  if  the  results  turn 
out  as  expected. 

Let's  do  a  little  arithmetic.  If  you 
are   in   a   combined   federal-state   in- 


come tax  bracket  of  40%,  a  9%  yield 
on  tax  exempts  is  as  good  as  a  15% 
yield  on  taxable  bonds.  If  you  are  in 
a  50%  bracket,  the  equi\alent  inter- 
est rate  is  18%.  Put  another  way,  a 
tax-free  9%  bond  takes  home  9%;  a 
taxable  9%  bond  takes  home  only 
4.5%  after  taxes. 

For  nontaxable  institutions,  of 
course,  the  tax  exemption  has  no  val- 
ue; the  market  for  the  tax  exempts  is 
limited  to  indi\iduals  and  to  some 
banks  and  insurance  companies. 
This  is  one  reason  for  their  rela- 
tively high  yields. 

A  9.5%  Return 

For  those  who  are  willing  to  shoot 
a  hit  of  craps  for  even  higher  yields, 
there  are  outstanding  billions  of  dol- 
lars of  bonds  of  the  Power  Authority 
of  the  State  of  New  York.  These  bonds 
are  so  tarred  with  the  New  York  bru.sh 
that  they  have  become  almost  un- 
marketable. To  raise  money  to  take 
over  generating  facilities  from  Con- 
solidated Edison,  the  New  York  outfit 
had  to  turn  to  a  private  placement  in 
January,  selling  $610  million  maturing 
2001  and  carrying  a  coupon  of  9.5%. 

Initially,  these  were  sold  only  in 
large  blocks  of  $250,000  to  major  in- 
stitutions, hardly  a  \ehicle  for  the  av- 
erage investor.  But  after  July,  the  in- 
stitutions will  be  able  to  trade  their 
registered  bonds— securities  issued  in 
the  name  of  the  investor,  with  the 
records  kept  by  a  registrar— for  bear- 
er bonds.  The  latter  have  interest 
coupons  attached  and  are  freely 
transferable,  just  like  currency.  After 
July,  these  will  be  available  in  $5,000 
amounts,  and  original  investors  who 
wish  to  sell  will  be  able  to  do  so. 

The  price,  of  course,  will  be  based 
on  prevailing  yields  and  the  market's 
appraisal  of  the  quality  of  the  New 
York  State  Power  Authority  at  the 
time.  Debt  service  coverage  on  these 
securities  is  in  the  1.3-1.4  range 
through  1988,  and  then  rises  to  3.75 
by  1995.  At  9.5%  they  would  be 
equivalent  to  a  19%  taxable  yield  to 
an  individual  in  a  50%  bracket.   ■ 
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It  Takes  More  Than  Magic 
To  Eliminate  Pollution... 


It  takes  more  than  technology,  too.  It  takes 
money— a  great  deal  of  it— to  control  air 
and  water  pollution,  make  it  safer  for 
employees  to  do  their  jobs,  improve  the 
quality  and  safety  of  products  and,  at  the 
same  time,  conserve  our  nation's  energy. 

Since  1970,  we  at  Allied  Chemical  have 
spent  $125  million  on  environmental 
hardware  alone.  Nearly  500  Allied  Chemical 
employees  now  work  to  upgrade  safety, 
health  and  environmental  conditions  at  our 
150  plant  locations.  Over  the  next  three 
years  we  will  commit  about  $140  million, 
12  percent  of  our  capital  spending,  to 
environmental  betterment.  It's  a  big  job 
and  much  remains  to  be  accomplished. 
But  our  purpose  and  policy  are  to  do  the 
right  thing.  We  are  not  alone  in  this.  A 
survey  of  130  chemical  companies 
shows  they  will  spend  $2.4  billion  between 
1 975  and  1 977  to  protect  our  country's 
environment. 

Where  do  we  and  other  companies  get  the 
money  to  pay  for  this  work?  We  rely  on 
profits.  With  adequate  profits  we  can 
finance  our  environmental  improvement 
projects.  We  can  expand  our  businesses 
and  create  more  jobs.  We  can  pay  a  fair 


dividend  to  stockholders.  And  we  can  pay 
millions  in  taxes  that  help  support  all 
kinds  of  governmental  programs.  Without 
adequate  profits,  we  can  do  none  of  these 
things. 

In  a  period  when  profits  are  more 
necessary  than  ever,  they  are  far  from 
adequate.  A  recent  survey  showed 
Americansthinkthe  average  manufacturing 
corporation  makes  more  than  30  cents 
profit  on  every  sales  dollar.  In  fact,  the 
average  in  1 974  was  about  5  cents. 

Business  can  and  will  do  the  environmental 
job  expected  of  it.  But  it's  going  to  take 
more  profits— not  magic— to  do  the  job. 


<p 


Allied.    , 
Chemical 

Where  Profits  Are  For  People 


If  you'd  like  to  learn  more  about  Allied  Chemical  and  how 
we're  putting  profits  to  work,  please  write  to  P.O.  Box  2245R, 
Morristown,  New  Jersey  07960. 

©  1976  Allied  Chemical  Corporation 


Money  And  Investments 


Stock  Comments 


The  Mystique  Of  1000 


By  Heinz  H.  B\e\ 


■  hree  times  last  month  the  Dow 
touched  the  1000  mark  only  to  back 
away  as  if  it  were  poison  ivy.  Except 
for  it  being  a  nice  round  figure,  there 
is  no  earthly  reason  to  attach  any 
significance  to  this  number.  It's  pure- 
ly psychological,  but  for  that  there  is 
a  reason.  Just  look  at  the  record,  and 
then  you  won't  wonder  why  Wall 
Street  gets  edgy  when  the  DJI  gets 
near  1000. 

The  first  time  the  stock  market 
reached  that  zone  was  ten  years  ago, 
in  February  1966,  when  the  Dow  hit 
995.15.  By  today's  standards,  that 
was  a  high  level  indeed:   18.5  times 

1965  earnings  of  $53.67.  In  late  1968 
the  Dow  once  again  came  close,  at 
985.21  (17  times  that  year's  earn- 
ings), and  this  turned  out  to  be  the 
high  before  the  bear  market  of  1970, 
when  the  Dow  fell  354  points  in  less 
than  18  months. 

Finally  we  made  it  once  more  in 
late  1972,  when  the  Dow  reached  an 
alltime  peak  of  1051.70  on  Jan.   11, 

1973.  We  remember  only  too  well 
what  followed.  Actually,  that  1973 
high  did  not  seem  exorbitant  at  the 
time,  because  business  was  good  and 
earnings  were  rising  steeply,  to  $86.17 
on  the  Dow  in  1973  and  to  $99.04 
in    that    otherwise    horrible    year    of 

1974.  These  are  price/ earnings  ra- 
tios of  12.2  and  10.6,  respectively; 
quite  modest  by  comparison  with  the 

1966  level. 

Warning  Signal 

So,  here  we  are  again.  Last  year's 
recession  lowered  earnings  on  the 
Dow  to  $75.47  for  the  12  months 
ended  Sept.  30,  1975,  but  if  the  re- 
covery continues,  this  figure  should 
rise  to  about  $100,  the  same  or  a  lit- 
tle higher  than  in   1974.   Dividends, 

Mr.  Biel  is  a  senior  vice  president  of  the  New 
York  StocK  Exchange  firm  of  Hoppin,  Watson  Inc. 


however,  will  almost  certainly  be 
higher,  probably  close  to  $40,  com- 
pared with  only  $28.61  in  1965  and 
$31.89  in  1966. 

When  one  looks  at  the  stock  mar- 
ket's performance  in  the  perspecti\'e 
of  the  past  decade,  it  is  no  longer 
surprising  that  investors  find  it  dif- 
ficult to  relax  even  while  enjoying 
the  appreciation  of  their  stocks.  In 
the  past,  each  time  the  market  soared 
toward  the  1000  mark  optimism  was 
widespread.  As  it  is  today.  Charac- 
teristically, cash  reserves  of  mutual 
funds  are  at  the  lowest  level  in  three 
years,  since  January  1973,  when  the 
market  made  its  alltime  peak.  The 
Street  takes  that  as  a  warning  signal, 
because  the  funds  usually  have  lots  of 
cash  near  the  bottom  and  none  at  the 
top  of  the  market. 

It  is  also  typical  for  trading  volume 
to  rise  in  a  crescendo  as  the  bull  mar- 
ket approaches  the  finale.  One  day 
last  month  the  combined  turnover  on 
the  various  stock  exchanges  and  the 
over-the-counter  market  exceeded  70 
million  shares,  an  unprecedented  vol- 
ume by  a  very  wide  margin. 

Consensus 

I  have  gone  on  record  in  this  col- 
umn with  a  forecast  of  1100  in  the 
Dow  this  year.  A  virtual  unanimity 
on  that  score  has  now  developed— 
which  makes  me  feel  uncomfortable. 
We  can't  all  be  right.  Nevertheless,  I 
believe  it  is  premature  to  expect  a  re- 
versal in  the  market's  major  direction, 
and  my  suggested  investment  policy 
remains  unchanged:  The  portion  of 
your  funds  which  are  allocated  to 
common  stock  investments  should  be 
fully  committed.  This  doesn't  mean 
that  you  should  hock  the  crown  jew- 
els and  buy  stocks  on  margin.  Leave 
that  to  the  speculators. 

So  far  the  regiJatory  authorities 
have  not  felt  it  necessary  to  put  a 
damper  on  the  stock  market.  Money 
rates  have  remained  low,  and  the 
Fed  will  probably  be  reluctant  to 
tighten  the  reins,  lest  a  restrictive  pol- 
icy adversely  affect  the  budding  re- 


covery. An  increase  in  margin  re- 
quirements, howe\'er,  is  not  an  un- 
likely prospect  if  there  are  signs  of 
hectic  speculative  activity.  Strangely 
enough,  at  least  the  initial  effect  of 
higher  margins  is  often  seen  as  bull- 
ish, the  theory  being  that  when  the 
authorities  start  worrying  about  a  run- 
away bull  market,  its  most  explosive 
phase  may  still  lie  ahead. 

A  Flood  Of  Issues 

A  more  effective  damper  will  come 
from  the  corp>orations  themselves.  I 
expect  a  flood  of  corporate  equity 
offerings  this  spring  and  summer. 
Such  major  companies  as  Dresser, 
Owens-Ilhnois,  Pillsbury,  J. P.  Morgan 
and  Union  Camp  have  already  sold, 
or  are  about  to  sell,  common  stock, 
wliile  AM  AX  sold  a  $IOO-million  con- 
N'ertible  preferred  stock  issue.  AT&T's 
surprisingly  liberal  dividend  increase 
is  obviously  designed  to  prepare  the 
ground  for  a  massive  sale  of  common 
stock  or  convertible  securities. 

The  market  has  become  broader  and 
more  speculative.  In  the  last  two 
weeks  of  February  some  500  to  600 
NYSE  stocks  reached  new  14-month 
highs,  a  clear  sign  that  this  bull  mar- 
ket is  not  confined  to  blue-chip  in- 
vestment stocks.  Secondary  stocks  of 
good  quality  are  now  participating 
more  fully.  I  consider  this  a  most  de- 
sirable development. 

The  revival  of  speculation,  the  in- 
evitable concomitant  of  any  bull  mar- 
ket, is  reflected  in  the  growing  activ- 
ity on  the  American  Stock  Exchange, 
where  penny  stocks  of  dubious  merit 
trade  in  heavy  volume  at  wildly  fluc- 
tuating prices.  As  the  emphasis 
changes  from  investing  to  trading,  we 
should  expect  sharper  corrections  than 
the  minor  dips  we  have  seen  so  far 
this  year.  I  remain  confident,  but  I'm 
getting  more  cautious.  Unless  you  are 
a  speculator  at  heart,  stick  to  stocks 
of  proven  quality.  Don't  let  greed 
get  the  upper  hand.  Remember  what 
happened  to  the  speculative  favorites 
of  other  bull  markets;  they  rarely 
come  back.  ■ 
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How  Value  Line  can  help  you 
achieve  your  own  investment  goals 

...Efficiently  and  witli  a  IVIinimum  Expenditure  of  YourOwnlime 


Say  your  goals  are:  7%-up  yields- 
above  average  safety... 
plus  the  possibility  of 
doubling  within  3  to  5  years. 

Recently  we  ran  an  "elimination  scanning" 
of  the  1600  stocks  regularly  covered  by  The 
Value  Line  Investment  Survey  to  see  how 
many  stocks  would  "come  through"  for  you 
//  you  are  this  kind  of  investor. 

(a)  You  want  stocks  offering  generous 
Yields  of  7%  or  higher. 

(b)  You  want  stocks  of  superior  Safety, 
which  have  demonstrated  strong  resist- 
ance to  "yo-yo"  price  fluctuations. 

(c)  You  want  stocks  which  also  offer  ration- 
ally estimated  Appreciation  Potential  of 
100%  or  more  in  the  next  3  to  5  years. 

(d)  You  want  stocks  whose  Market  Perform- 
ance in  the  next  12  months  is  likely  to 
compare  favorably  with  the  market  as  a 
whole. 

The  small  number  of  stocks  that  survive  this 
elimination  are  the  kind  you  can  buy  with 
some  confidence  even  in  today's  market. 
But  before  looking  at  specific  results,  let  us 
show  you  how  easy  it  is.  usmg  Value  Line, 
to  pmpoint  the  stocks  which  best  fit  ANY 
set  of  investment  objectives. 

SUMMARY  OF  ADVICES 

Every  week-for  EACH  OF  1600  stocks- 
Value  Line's  Summary  of  Advices  presents 
these  continually  updated  key  evaluations 
and  ratings: 

•  Estimated  Yield  in  the  next  12  months. 
based  on  dividends  we  estimate  in  the 
year  ahead  as  a  percentage  of  the 
stock's  recent  price. 

•  Rank  for  Investment  Safety  — from  1 
(Highest)  down  to  5  (Lowest)— based  on 
each  slocks  price  volatility  around  its 
own  long  term  trend. 

•  Appreciation  Potential  in  the  next  3  to  5 
years— based  on  each  stock's  estimated 
per  share  earnings,  P^E,  and  price  range 
in  that  future  time  span. 

•  Rank  for  Probable  Market  Performance 
in  the  next  12  months— from  1  (Highest) 
down  to  y  (Lowest)— re/a/zve  to  all  1600 
stocks  under  review. 

With  the  foregoing,  you  can  currently  com- 
pare any  of  the  1600  stocks  against  any  or 
all  of  the  rest  under  review  on  the  basis  of 
compatible  measurements  of  value. 

THE  ELIMINATION  PROCESS 

Getting  back  to  the  investment  criteria  set 
forth  earlier,  The  Value  Line  Investment  Sur- 
vey (Jan.  16)  shows  that  of  the  1600  stocks 
under  review . . . 

•  316  stocks  currently  provide  Yields  of 
7%  and  up; 

•  Of  these  316  stocks,  175  also  offer  Ap- 
preciation Potential  of  100°'o  or  more, 
based  on  the  midpoint  of  their  estimated 
average  price  ranges  3  to  5  years  hence: 


•  Of  these  175  stocks,  50  are  also  ranked 
1  (Highest)  or  2  (Above  Average)  for 
Safety; 

•  Of  these  50  stocks,  28  are  also  ranked 
Average  or  better  (3,  2  or  1)  for  Probable 
Market  Performance  in  the  next  12 
months  relative  to  the  other  1600  stocks. 
The  others  are  ranked  4  or  5  and  would 
best  be  avoided  for  the  time  being. 

Caution:  Not  every  stock  will  always  per- 
form in  accordance  with  its  Value  Line  rank 
for  Performance,  but  such  a  high  percent- 
age have  in  the  past,  for  reasons  that  are 
logical  and  can  not  be  explained  by 
chance,  that  you  can  reasonably  expect  to 
get  better-than-average  results  by  using  the 
Value  Line  methods  to  achieve  your  own 
objectives. 

With  Value  Line's  new  Summary  of  Ad- 
vices on  1600  stocks  (a  regular  part  of  the 
service)  coming  to  you  each  week,  you  can 
readily  sort  out  the  stocks  currently  most 
appropriate  for  you.  Then,  we  suggest  you 
review  the  latest  Value  Line  Report  on  each 
before  making  your  final  decision. 

You  then  will  have  incorporated  into 
your  own  decision-making  process,  and 
with  a  minimum  expenditure  of  your  own 
time,  thousands  of  hours  of  professional  re- 
search. Let  Value  Line's  seventy  research 
analysts,  its  forty  years  of  experience  and 
its  high-speed  computers  do  your  spade 
work  for  you. 

COMPREHENSIVE  RESEARCH 

Each  of  the  1600  stocks  under  review  is  the 
subject  of  a  comprehensive  new  full-page 
Report  every  13  weeks  in  a  regular  rotation. 
You  receive  about  125  new  Reports  each 
week— 1600  every  13  weeks.  Each  such 
stock  Report  gives  you  a  concise  analysis 
of  recent  developments  and  future  pros- 
pects, a  10-year  month-by-month  price- 
and-volume  chart  and  23  series  of  vital  fi- 
nancial and  operating  statistics  going  back 
10  to  15  years  and  estimated  3  to  5  years 
ahead. 


The  regular  weekly  Value  Line  Survey 
also  includes  the  Selection  &  Opinion  sec- 
tion—giving Value  Line's  forecast  of  Busi- 
ness and  the  Stock  Market,  and  the 
investment  strategy  Value  Line  recom- 
mends currently,  with  a  detailed  analysis 
of  an  Especially  Recommended  Stock  plus 
a  wealth  of  investment  background  includ- 
ing the  Value  Line  Stock  Averages. 

SPECIAL  INVITATION 

If  no  one  in  your  household  has  subscribed 
to  Value  Line  in  the  last  two  years,  we  in- 
vite you  now  to  receive  the  complete  Value 
Line  Investment  Survey— including  every- 
thing outlined— for  the  next  12  weeks  for 
only  $29  (almost  50%  off  the  regular  rate). 

PLUS  THIS  $35  BONUS  .  .  .  Value  Line's 
complete  1800-page 
Investors  Reference 
Service  (sold  sepa- 
rately for  $35),  with 
our  very  latest  full 
page  Reports  on  al 
stocks  under  review- 
loose-leaf  bound  and 
fully  indexed  for  your 
immediate    reference. 

PLUS  THIS  BONUS,  TOO  .  Investing  in 
Common  Stocks  with  the  aid  of  The  Value 
Line  Investment  Survey,  and  Other  Criteria 
of  Stock  Value,  "  by  Arnold  Bernhard,  Re- 
search Chairman  of  The  Value  Line  Invest- 
ment Survey. 

MONEY  BACK  GUARANTEE  .  .  which 
means  you  take  no  risk  accepting  this  spe- 
cial offer.  If  you're  not  completely  satisfied 
with  the  Value  Line  Survey,  just  return  the 
material  you  have  received  within  30  days 
for  a  full  refund  of  your  subscription  fee. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  coupon  today.  We'll  rush  the 
latest  weekly  Value  Line  (including  the 
Summary  of  Advices  on  1600  stocks)  to  you 
by  prompt  return  mail,  and  your  bonus  1800- 
page  Investors  Reference  Service  will  be 
shipped  to  you  by  special  handling  Act  now. 
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SIGNATURE 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  ST.  •  NEW  YORI'.  N.Y.  10017 

7  Begin  my  special  12-week  trial  to  The  Value 

Line  Survey  (limited  once  to  any  household 

every  two  years)  and  send  me  the  Investors 

Reference  Service  and  the  booklet  "Investing 

in  Common  StocKs"  as  a  bonus.  My  check  or 

money  order  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 
^  I  prefer  one  year  (52  weeks)  of  Value  Line, 

plus  the  bonus.  Investors  Reference  Service 

and   the   booklet.    "Investing   in   Common 

Stocks"  for  $248.  (There  are  no  restrictions 

with  this  offer.) 

□  Payment  enclosed  □  Bill  me  for  $248 
GUARANTEE:  If  dissatisfied  for  any  reason,  I  may 
return  the  material  within  30  days  for  a  full  re- 
fund of  the  fee  I  have  paid. 


NAME  (please  print) 


ADDRESS 


CITY 


APT.  NO 


STATE 


ZIP 


Not  assignable  without  subscriber's  consent.  Foreign 
rates  on  request  Subscription  fees  are  fully  tax-de- 
ductible. (NY  residents  add  applicable  sales  tax.) 
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The 

Three 

Bears 


Assignment:  Find  a  respectable 
bear.  Repeat:  Respectable.  None  of 
your  goldnuts.  None  of  your  world- 
is-coming-to-an-enders.  Someone  who 
genuinely  thinks  this  rally  isn't  the 
real  thing. 

Senior  Editor  Robert  J.  Flaherty 
went  to  work  on  this  assignment  with 
his  usual  flair  and  good  humor.  He 
called  his  contacts  in  the  investment 
business. 

"It's  a  problem,"  one  of  the  con- 
tacts told  him.  "Finding  a  respectable 
bear.  That's  what  is  so  frightening 
about  this  market." 

But  in  the  end,  Flaherty  produced 
not  one  respectable  bear,  but  three. 

Two  of  his  most  influential  con- 
tacts mentioned  John  A.  Mendelson, 
a  market  letter  writer  and  technician 
for  White,  Weld  &  Co.  Mendelson  is 
a  harried,  brisk  man  of  35  who  was 
})orn  into  the  brokerage  business:  His 
father  has  been  a  "two-doUar"  inde- 
pendent broker  on  the  New  York  Stock 
Exchange  for  over  40  years.  John 
hit  The  Street  after  Princeton  and 
the  CIA,  had  his  own  small  research 
firm  for  a  while  and  joined  White, 
Weld  when  negotiated  rates  made  life 
difficult  for  so-called  "boutiques." 

"The  game  isn't  over,"  Mendelson 
said,  "but  I'm  a  near-term  bear.  We 
are  about  to  get  a  correction  of  about 
75  to  100  points.  If  you  have  a  buy- 
ing program,  wait.  If  you  have  a  sell- 
ing program,  speed  it  up." 

Mendelson  uses  what  he  calls  "mo- 
mentum analysis."  Because  of  recent 
changes  in  commissions  and  in  Wall 
Street's  trading  structure,  things  hap- 
pen faster  now.  There  is  no  time  for 
leisurely  action  and  reaction.  More 
big  swings  now.  A  man  can  get  whip- 
sawed  to  death.  So,  you  have  to  an- 
ticipate the  swings,  not  just  go  with 
them.  Momentum  is  all. 

Mendelson  is  a  technician,  but  he 
doesn't  rely  on  conventional  charts 
with  support  lines  and  breakout  and 
resistance  points  and  so  on.  Anyone 
can  tell  when  a  stock  approaches  an 
old  resistance  point.  What  Mendelson 
wants  to  know  is:  Will  the  stock  break 
through  or  not? 


Sadoff 


Zweig 


Mendelson 


Don't  we  all?  Yes,  but  Mendelson 
thinks  that  his  momentum  analysis  is 
a  valuable  tool— and  his  many  admir- 
ers on  The  Street  agree.  Mendelson 
uses  moving  averages— one  of  six 
months,  one  of  two  months  and  one 
of  two  weeks.  In  them  he  combines 
both  volume  and  price  change.  What 
he  looks  for  is  a  speeding  up  or  slow- 
ing down  in  rates  of  change. 

Beyond  this,  he  won't  get  more 
specific:  "If  everyone  was  on  to  this, 
it  wouldn't  work  any  longer,"  he  ex- 
plains. But  this  much  he  will  reveal: 
All  three  series  are  presently  losing 
momentum.  That  is,  stocks  are  going 
up  more  slowly  with  less  momentum. 

Mendelson's  admirers  say  he  caught 
December's  turnaround  beautifully. 
He  did  show  us  enough  of  his  charts 
to  confirm  this:  All  three  rate-of- 
change  lines  began  slowing  down  last 
fall— like  an  airplane  making  a  gentle 
landing;  you  could  see  the  decline  was 
getting  weak,  that  a  change  in  direc- 
tion was  at  hand. 

Now,  Mendelson's  indicators  are 
pointing  to  another  change.  "This 
market,"  he  says,  "has  lost  so  much 
momentum,  it  has  to  go  down." 

As  Flaherty  left,  Mendelson,  pre- 
cise as  always,  reminded  him:  "Be 
sure  you  write  I'm  only  a  near-term 
bear.  Long  run,  my  studies  show  the 
market  has  a  lot  of  power  left  in  it. 
Areas  hke  American  Telephone  and 
the  electric  utilities  show  a  very 
strong  uptrend." 


Flaherty's  next  bear  was  located 
out  in  Milwaukee  and  is  also  35. 
Ronald  B.  Sadoff  picks  stocks  for  the 
Milwaukee  Co.,  a  regional  brokerage 
house.  Like  Mendelson,  SadofF  is 
highly  admired  by  professional  mon- 
ey managers.  One  of  them  recalls  a 
Sadoff  letter  called  "Edge  of  the 
Cliff"  back  in  January  1973,  when  the 
Dow  Jones  industrial  average  was  at 
an  alltime  high  of  1050  and  poised 


for  a  sickening  470-point  collapse. 

Sadoff  jolted  us  a  bit.  Unlike  Men- 
delson, he  isn't  just  a  short-term  bear. 
He  is  a  polar  bear,  and  predicts  the 
next  downtrend  will  take  the  market 
into  deep  freeze,  perhaps  even  below 
the  580  bottom  of  1974. 

When  will  it  start?  "Within  six  to 
eight  weeks,"  Sadoff  replied.  "Right 
now  I  don't  own  any  stocks  myself." 

Sadoff  is  an  interpreter  of  the  Kon- 
dratieff  Wave  Theory  discovered  by 
a  brilliant  Russian  economist  who 
perished  in  a  Siberian  labor  camp  for 
daring  to  suggest  that  even  Commu- 
nist countries  were  subject  to  econom- 
ic cycles.  A  Kondratieff  Wave  lasts 
something  over  50  years  and  covers 
roaring  prosperity  and  dismal  depres- 
sions, as  well  as  wars  and  other  ca- 
lamities. At  some  points,  inflationary 
tendencies  predominate;  at  others,  de- 
flationary. There  is  a  rhythm  to  it  all: 
If  inflation  gets  out  of  hand,  deflation 
takes  over,  the  one  compensating  for 
the  other's  excesses.  The  theory-  has 
many  believers,  although  Sadoff  is 
one  of  the  few  applying  it  to  the 
stock  market. 

Some  Kondratieff  Wave  followers 
feel  that  we  are— economically  speak- 
ing—about back  in  the  early  Twen- 
ties. We  have  just  had  a  severe  de- 
flationary shakeout  similar  to  the  one 
that  rocked  the  country  in  1921;  we 
are.  therefore,  poised  for  some  very 
fat  years.    (After  that.  The  Deluge!) 

Sadoff  reads  the  Wave  differently. 
He  doesn't  think  we  have  yet  had 
deflation  in  sufficient  strength  to 
compensate  for  1974's  hyperinflation. 
At  least  nothing  like  the  deflation  that 
followed  the  Napoleonic  wars,  the 
U.S.  Civil  War  and  World  War  I.  In 
short,  the  1974-75  recession  didn't  do 
the  job  of  shaking  the  inflation  out 
of  the  economy.  We  are,  therefore, 
seeing  a  false  rally. 

"The  purpose  of  a  recession  is  to 
correct  imbalances  that  led  up  to  re- 
cession, and   this  recession  didn't   do 
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FORBES,    MARCH    15.    1976 


NgmrS  fHE  fINE  fO 
.  jmRTWORRYIIK 
ADOUf  YOUR  <1S  TAXES. 


It's  too  late  to  shelter  last  year's  income. 

But  now's  the  time  to  do  something  about  this  year's  income. 

When  you  start  early  in  the  year,  you  have  many  more  alternatives  to  choose  from,  as 
well  as  more  time  to  investigate  carefully  without  being  forced  into  a  hurried  decision. 

And  the  larger  your  income,  the  more  important  it  is  to  get  an  early  start.  Not  only 
will  you  benefit  individually,  but  tax  advantaged  investments  are  also  an  important  source 
of  capital  to  help  America's  economy  grow. 

For  example,  right  now,  some  of  the  best  shelters  are  oil  and  gas  exploration  ventures 
that  help  reduce  our  dependence  on  imported  energy. 

But  that's  only  one  possibility.  Building  your  program  may  require  a  number  of 
different  investments,  depending  on  your  long-term,  intermediate,  and  short-term  financial 
objectives,  and  the  risk  exposure  you  are  willing  to  assume. 

In  any  event,  taxes  aren't  the  only  consideration.  Each  investment  must  be  judged 
primarily  on  its  own  economic  merits. 
That's  why  Dean  Witter  Account 
Executives  are  backed  up  by  a  team  of 
specialists  who  investigate  the  wide 
range  of  tax  advantaged  investments 
that  are  available  to  individuals  and 
corporations. 

We'd  be  happy  to  share  their 
thinking  with  you.  Ask  for  a  copy  of 
our  free  booklet,  "Tax  Advantaged 
Investments'.'  Stop  in  or  call  any  Dean 
Witter  office;  or  mail  the  coupon. 

Then,  when  it's  time  to  prepare 
your  1976  Income  Tax  return  . . . 
you'll  be  prepared. 


I~  F37n 

Charles  B.Wilde,  VP.  Tax  Advantaged  Division 
Dean  Witter  &  Co.  Incorporated 
45  Montgomery  Street.  San  Francisco.  CA  94104 

Please  send  me  a  free  copy  of  your  booklet  entitled  "Tax  Advantaged 
Investments'.' 

Name 


Address. 
City 


State/Zip_ 


Phone. 


Dean  Witter  clients:  Please  indicate 
office  of  your  Account  Executive:     . 


Beltone  Designs 
Tiny  Hearing  Aid 

Free  Model  Offered 

Chicago,  Illinois — ^A  tiny  hearing 
aid  has  heen  designed  by  Beltone 
Electronics  Corporation,  world 
leader  in  hearing  aids  and  hear- 
ing test  instruments. 

It  was  made  especially  for  the 
person  who  can  hear  but  cannot 
understand.  This  hearing  instru- 
ment enables  the  wearer  to  pick 
up  speech,  sounds,  television,  and 
radio  at  his  ear. 

A  free,  non-working  sample  of 
this  tiny  Beltone  aid  will  be  given 
absolutely  free  to  anyone  sending 
in  tlus  advertisement.  Thousands 
have  already  been  mailed,  so  we 
suggest  you  send  for  yours  now. 
Write  to  Beltone,  Non- Working 
Sample,  Dept.  4486,  Chicago,  IIU- 
nois  60646. 
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UTILITIES 
COMPANY 


DIVIDEND  INCREASED 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  33  cents  per 
share  on  the  connmon  stock 
of  the  Company,  payable 
April  1,  1976  to  shareholders 
of  record  at  the  close  of  busi- 
ness March  12, 1976. 


Dallas,  Texas 
February  20,  1976 


R.  E.  FONVILLE 
Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Compony 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


much  good,"  says  SadoflF.  "Problems 
have  lessened  but  not  been  correct- 
ed." Inflation  has  subsided,  but  at 
5%  to  6%  is  far  from  gone.  Commod- 
ity prices  are  already  recovering  dan- 
gerously. And  even  with  present  prices, 
few  can  afford  to  build  a  new  house. 

Interest  rates  are  down  by  half,  he 
says,  but  at  6^2%  are  still  historical- 
ly high.  The  base  for  bull  markets  oc- 
curs when  stocks  yield  more  than 
bonds.  But  now  there  is  a  record  gap 
between  bond  and  stock  yields  of 
about  4%%  more  than  the  DJI.  (Of 
14  bear  markets,  13  began  when  bond 
yields  were  higher  than  stocks. ) 

Sadoff  claims  the  industrial  recov- 
ery is  not  as  solid  as  bulls  claim.  In- 
dustrial production  is  exceeding  the 
rate  of  increased  sales  adjusted  for 
inflation.  Somewhere,  therefore,  in- 
vestors are  building  up  inventories 
again.  Bank  loans  are  declining— 
though  in  recoveries  they  should  be 
accelerating.  Internationally,  all  coun- 
tries seem  to  be  suddenly  on  the 
same  economic  wave  length.  Politi- 
cal conservatism  is  surging  world- 
wide; at  home  the  Federal  Govern- 
ment is  trying  to  reduce  its  deficit, 
while  states  and  municipalities  are 
also  being  forced  to  cut  back.  The 
trends  are  highly  deflationary. 

"In  big  companies  executives  are 
warning  suborchnates  not  to  expect 
fast  promotion,"  says  Sadoff.  "Doesn't 
that  imply  slower  expansion?  The 
standard  of  living  is  declining  all 
around  us  in  little  ways." 

Quickly  and  (hamatically,  Sadoff 
sketches  three  possible  scenarios: 

1)  A  renewal  of  hyperinflation.  Not 
likely,  he  says.  The  1974  hyperinfla- 
tion was  the  consequence  of  nine  fac- 
tors—including an  oil  embargo,  a 
drought  and  a  flight  from  currency- 
coinciding.  That  won't  happen  again. 

2)  Slow  economic  recovery  and  a 
slower  rate  of  inflation.  This  mud- 
dling-through  scenario  is  the  popular 
one  today.  It  is  based  on  the  idea 
that  the  Federal  Government  will  fol- 
low a  middle  course— one  that  will 
push  us  neither  heavily  into  unem- 
ployment nor  heavily  into  inflation. 
Scoffs  Sadoff:  "Deflation  has  its  own 
momentum.  We  can  still  have  defla- 
tion in  spite  of  Washington." 

3)  This  is  Sadoff 's  choice:  A  col- 
lapse in  commodity  prices  will  de- 
stroy corporate  earnings  and  send  the 
DJI  plunging.  Then  the  stage  would 
be  set  for  a  nice,  healthy  recovery, 
Kondratieff-style  d  la  the  1920s. 


It    depresses    Sadoff    that    monc  - 
managers    refuse   to   see    the   danger 
signs.  "After  what  happened  in  196 
you  would  think  everyone  in  the  i 
vestment  business  would  play  a  saft 
game.   But  no  one  has  learned  an\ 
thing.  We're  back  again  to  the  stupid 
quarter-to-quarter     measurement     of 
1968.    Nothing   has   changed."   Rigb*^ 
now,  he  says,  individuals  are  sellii 
stocks  to  institutions,  which   are  fa--i 
becoming  fully  invested.  Who  will  In 
left  to  buy  if  the  selling  starts? 

Sadoff  says  he  gets  a  wide  berth 
from  most  of  the  customers  these  da\  n 
'They  are  enjoying  themselves  and 
they  get  angry  at  anyone  who  tell- 
them  to  be  careful."  As  a  result,  th( 
are  ignoring  some  strong  negative  siu 
nals:  If  nothing  else,  the  dearth  (I 
bears  is  bearish. 

What,  a  anything,  would  chan^i 
Sadoff  into  a  bull  again?  Just  om 
thing:  proof  that  the  late  rec?ession 
was  severe  enough  to  shake  the  infln 
tion  out  of  the  system.  But  he  doesn 
expect  to  see  this. 


Flaherty's  third  bear  was  not  p 
ticularly  glad  to  see  him.  "Okay.' 
snapped  33-year-old  Martin  Zweit: 
"you've  come  to  see  me  because  Vw 
got  egg  all  over  my  face."  That  he 
does.  With  the  Dow  at  840  in  D< 
cember,  Zweig  got  himself  written  up 
in  Business  Week  and  earlier  in  New 
York  magazine  prechcting  a  plunge 
into  the  600s  by  the  DJI.  Hardly  was 
the  ink  dry  than  the  market  was  on 
its  way  toward  1000— on  record  vol- 
ume. "I  got  zonked,"  Zweig  says. 

He's  still  bearish,  though,  becau^ 
his  inchcators  of  sentiment  are  telliiiK 
him  to  be.  "The  guts  of  the  sentiment 
indicators  is  the  ratio  of  public  .shoi' 
to  total  shorts.  On  Jan.  30  it  went  b> 
low  16%.  That's  a  clear  sell  signal 
the  public  is  hardly  shorting  at  all." 

Also,   he   says,    84*   of   investment 
advisers  are  bullish— which  is  bcartsli 

"I'm  confused,"  Zweig  says,  "b- 
cause  all  the  monetary  stuff  is  so  bn 
lish"— while  the  sentiment  indicate 
are  so  bearish. 

So,  what  should  people  do,  \v 
asked?  Zweig  took  the  middle  groun 

"My  advice  is:  Stay  in  cash,  In 
don't  sell  short." 

Clearly,    then,    all    of    the    hr- 
haven't  gone  into  hibernation.  A 
of  them  are  still  at  large:  A  temp 
bear;  a  Kondratieff  bear;  and  a 
with  egg  on  his  face.  ■ 
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SINCE  WE'RE  IN  THE  BUSINESS 

OFWORLD-WIDETELECOMMUNICATIONS 

SHOULDNTOURNAME  SA^'IT? 

NORTHERN  ELECTRIC  IS  NOW  NORTHERN  TELECOM. 


We  are  the  principal  manufac- 
turer of  telecommunications  equip- 
ment in  Canada  and  the  second 
largest  in  North  America.  Sales  in 
1975  exceeded  one  billion  dollars. 

Our  new  name, 
Northern  Telecom  Limited,  is  more 
descriptive  of  the  products  we  make 
and  the  world-wide  industry  we 
serve  than  our  former  name. 
Northern  Electric  Company,  Limited 

Further,  our  new  name  will 
permit  us  to  market  our  products 
throughout  the 
worid  under  one 


Before  we  changed  our  name  we  sold 
our  products  as  Northern  Electric  in 
most  of  the  world.  But,  in  the  largest 
single  telecommunications  market  of 
them  all,  the  United  States,  we  were 
unable  to  do  so. 

In  the  United  States,  the 
Northern  Electric  name  is  already 
being  used  by  a  manufacturer  of 
electric  appliances.  In  addition,  a 
competitive  telecommunications 
equipment  manufacturer  in  the  U.S. 
uses  I'ne  name  North  Electric.  Two 
obvious  elements  of  confusion  for 
customers,  suppliers  and  investors 
alike. 


To  eliminate  such  confusion  we 
have  changed  our  name  to 
Northern  Telecom,  a  name  we  have 
used  successfully  in  the  U.S.  since 
1971 .  It  is  the  name  by  which  we  will 
be  known  wherever  in  the  world  we 
design,  manufacture  and  sell  our 
products. 

In  33  factories — 24  in  Canada, 
six  in  the  U.S.  and  one  each  in 
Turkey,  Ireland  and  Malaysia  —  we 
manufacture  one  of  the  broadest 
lines  of  telecommunications  equip- 
ment in  the  industry. 

Our  products  are  conceived 
and  designed  in  Canada's  largest 
industrial  research  organization  — 
Bell-Northern  Research.  From  these 
labs  has  come  personal  and  business 
telephone  equipment  that  has  estab- 
lished design  and  performance  stan- 
dards for  the  world;  electronic  pri- 
vate automatic  branch  exchanges 
that  have  made  us  the  largest  single 
EPABX  supplier  to  the  North 
American  telephone  industry, 
outside  the  U.S.  Bell  System, 
and  the  SP-1  electronic  central 
office  switching  exchange  that,  in 
the  four  years  since  its  introduction 
in  North  America,  has  outsold  all 
competitive  systems.  To  date  more 
than  1.2  million  lines  of  SP-1  have 
been  sold. 
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igORTHERN  TELECOM  LIMITEL  MONTREAL, QUEBEC 

7H£  NEW  NAME 

IN  WORLD  TELECOMMUNICATIONS. 


Money  And  Investments 


Statistical  Spotlight 


Tax-Sheltered  Dividends 


Here's  a  major  American  corporation 
selling  at  $18.50  a  share,  and  paying 
a  $1.57  dividend-an  8.80%  yield.  But 
then  get  this:  The  dividend  goes  un- 
taxed to  shareholders. 

The  stock  is  Portland  General  Elec- 
tric (1975  revenues:  about  $180  mil- 
lion). Last  year,  Portland  General 
Electric  paid  some  $24  million  in 
common  stock  dividends,  not  a  dime 
of  which  the  IRS  considered  taxable 
current  income  to  shareholders.  Port- 
land General  Electric  is  not  alone.  At 
least  25%  of  the  dividends  paid  by 
each  utility  listed  below  was  non- 
taxable last  year. 

How  come?  Companies  declare 
their  dividend  payouts  out  of  profits 
as  measured  on  the  basis  of  generally 
accepted  accounting  principles.  But 
when  it  comes  to  figuring  the  profits 
for  tax  purposes,  companies  use  a  dif- 
ferent form  of  accounting  rules. 

Which  set  of  books  should  the  in- 
vestor believe?  Before  we  answer  that 
question  we  had  better  explain  why 
such  a  big  diflFerence  exists.  There  are 
laws  on  the  books  that  permit  com- 
panies to  depreciate  new  plant  and 
equipment  faster  than  they  wear  out: 
The  idea  is  to  encourage  expansion 
through  fast  write-offs.  For  example. 
Consolidated  Edison  of  New  York 
City  figures  conventional  generating 
stations   to  have   a  life  of  35   years 


for  financial  accounting  purposes;  but 
for  tax  calculations,  the  same  plant 
is  written  off  in  22.5  years. 

Suppose  a  plant  costs  $100  mil- 
lion. Under  tax  laws  it  is  written  off 
at  the  rate  of  $4,440,000  per  year; 
under  generally  accepted  accounting, 
at  only  $2,857,000.  The  difference  be- 
tween the  two  charge-off  figures  ac- 
counts for  part  of  the  differences  in 
reported  earnings. 

Then  there  is  the  matter  of  construc- 
tion allowances.  It  usually  takes  sev- 
eral years  to  build  a  generating  plant, 
and  a  great  deal  of  money  is  tied  up 
before  the  plant  produces  a  single 
kilowatt  of  electricity.  Utility  com- 
panies are  allowed  to  credit  to  earn- 
ings a  fictional  sum  as  a  "return"  on 
this  tied-up  money. 

This  fictional  income  is  not  taxable. 
Neither  is  the  excess  in  depreciation. 
But  they  are  regarded  by  account- 
ants as  real  enough.  Therefore,  divi- 
dends can  be  paid  from  them— but 
they  count  as  "return  of  capital"  rath- 
er than  taxable  dividends. 

Aie  these  extra  GAAP  earnings 
real?  "I  think  GAAP  accounting  is 
much  more  realistic  in  determining  in- 
come than  is  tax  accounting,"  says 
Coopers  fit  Lybrand  partner  and  tax 
specialist  Daniel  Lundy,  "because  tax 
accounting  is  prescribed  for  very 
many  taxpayers  and  tends  to  be  uni- 


Utilities  With  Tax  Sheltered  Dividends 

"Non- 
Taxable" 

1975  Portion  of 

1975  EPS       Dividend  Dividend' 

American  Electric  Power                 $2.50  $2.00  69% 

Bay  State  Gas                                      2.64t  1.80  30 

Boston  Edison                                     2.49  2.44  43 

Connecticut  Natural  Gas                   3.72  2.80  76 

Detroit  Edison                                    1.50  1.45  21 

Long  Island  Lighting                          2.31  1.49  56 

Mountain  Fuel  Supply                       2.74  1.34  74 

N.Y.  State  Electric  &  Gas                   3.23  2.20  25 

Northeast  Utilities                              1.41  1.02  62 

Ohio  Edison                                        1.95  1.66  50 

Pacific  Gas  &  Electric                         2.67  1 .88  58 

Pacific  Gas  Transmission                   1.84t  0.90  29 

Pacific  Lighting                                   2.23  1.68  37 

Pacific  Power  &  Light                        2.29t  1 .65  90 

Philadelphia  Electric                          1.86  1.64  30 

Portland  General  Electric                  2.52  1.57  100 

Potomac  Electric  Power                    1.16  1.16  31 

San  Diego  Gas  &  Electric                  0.97  1.20  100 

Southern  Conn.  Gas                          2.51 1  2.00  70 

Toledo  Edison                                    3.29  2.03  50 

*  Estimated.         t  Latest  12  months  earnings. 
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form.  But  GAAP  accounting  is  de- 
signed to  be  more  responsive  to  the 
teal  economic  differences." 

However,  the  Treasury  Department 
does  not  consider  dividends  paid  un- 
der these  circumstances  as  a  return 
of  capital  for  nothing.  Because  of 
high  interest  or  depreciation  charges, 
you  can  argue,  such  companies  are 
actually  operating  at  a  loss,  and  if 
they  are  going  to  go  on  paying  divi- 
dends, they  will  have  to  dip  into  their 
capital  reser\'es  to  do  so.  Maybe  that 
capital  will  be  replenished  out  of  fu- 
ture earnings,  as  the  GAAP  account- 
ants believe  it  will;  but  in  paying  the 
dividend,  the  company's  capital  re- 
serves are  inevitably  reduced. 

Minus  Numbers? 

There  is,  however,  a  further  twist: 
Every  time  a  shareholder  recei\es  a 
return-of-capital  dividend,  the  IRS 
says  he  must  reduce  his  purchase 
price  of  the  stock  by  the  nontaxable 
amount  of  the  dividend. 

An  example  will  make  this  clear. 
Suppose  you  buy  Xanadu  Power  & 
Light  for  $10;  it  pays  a  $1  dividend. 
Say  that  for  five  years  100%  of  the 
dividend  is  nontaxable.  Thus,  at  the 
end  of  five  years,  you  must  have  re- 
duced your  purchase  price  of  Xanadu 
P&L  by  $1  each  year-from  $10  to 
$5.  Now  if  you  go  to  sell  the  stock 
for,  say,  the  same  $10  you  paid,  the 
IRS  will  hit  you  up  for  a  capital 
gains  tax  on  a  "gain"  of  $5.  Capital 
gains  taxes  are,  of  course,  generally 
much  lower  than  income  taxes  on 
dividend  income  and,  in  this  case, 
have  the  fiu^her  advantage  of  being 
deferred.  The  fact  remains,  however, 
that  the  tax  break  is  not  free;  there 
are  some  strings  attached. 

A  final  problem:  It  is  difficult  to 
predict  in  any  year  how  much  of 
a  given  dividend  will  be  tax-sheltered. 
In  1974,  a  year  when  rate  increases 
lagged  Iwhind  inflation,  utility  profits 
were  squeezed  and  a  high  proportion 
of  many  dividends  was  sheltered.  But 
in  1975,  a  recovery  year  for  utilities, 
fewer  were.  If  in  1976  the  recover\ 
continues,  the  proportion  will  drop 
further.  But  as  long  as  utility  compa 
nies  expand  on  a  vast  scale,  they  will 
continue  to  generate  large  amounts  of 
income  beyond  the  immediate  reach 
of  the  tax  collector.  ■ 
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Most  people  doiA  know 

Diamond  International 

makes  consumer  products. 
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But  millions  use  them. 

Mention  Diamond  matches  and  you've  only  scratched  the  surface. 
We  also  make  and  market  Bicycle".  Congress' ,  and  Bee"  playing  cards. 
Vanity  Fair*  facial,  bathroom  tissues  and  paper  towels.  Diamond  "dispos- 
able plates  and  bowls.  Cotton  swabs.  To  say  nothing  of  school  supplies 
and  wood  products  from  toothpicks  to  2  x  4's  to  finished  wood  panelmg. 
Diamond  consumer  products  are  high-volume,  fast  turnover  items.And 
growing.  Last  year  U.S.  families  brought  home  over  $150  million  worth. 

Ask  your  wife. 

DIAMOND  IINITEPINATiaJSlAlL 


Diamond  International  Corporation  •  733  Third  Avenue,  New  Yotk,  N.  Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supphes  •  Machmery  Systems 
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Heathrow  Airport/London 


The  Globalists 


. . .Our  international  division  alone  lends  an  average  of  $15  million 
an  hour,  24  hours  a  day,  365  days  a  year,  to  banks,  governments, 
corporations  and  businesses  overseas.  Consider  the  source. 

MANUFACTURERS  HANOVER 

The  financial  sourccWorldwide. 


Nad  time  youre 

sunning  in  the  rain, 

think  of  Textron. 


Why?  Because  that  ever-faithful  chariot 
waiting  in  the  foreground  comes  from 
Textron's  E-Z-Go  C  ai  division- 
producer  of  the  world's  finest  golf  cars. 

Think  about  it.  Textron  is  E-Z-Go 
golf  cars.  Polaris  snowmobiles 
Fafnir  precision  bearings.  And  many 
other  fine  products. 


And  the  one  thing  they  all  have 
in  common  is  the  uncommon 
products  they  are. 

A  company  to  thmk  about. 
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Money  And  Investments 


Technician's  Perspective 


Is  It  Too  Late  To  Be  Bullish? 


^_Pn  Jan.  1,  I  wrote  here  that  I 
found  it  difficult  to  envisage  the  Dow 
(then  near  850)  much  above  the 
mid-900s.  Less  than  two  months  la- 
ter, the  average  was  battering  the 
1000  line.  Not  only  that:  About  every 
stock  market  commentator  now  seems 
convinced  a)  that  we've  been  in  the 
second  leg  of  a  post-1974  bull  mar- 
ket since  early  October  (Dow  780), 
and  b)  that  this  second  leg  would 
carry  the  industrial  average  to  a  close 
test  of  its  alltime  high  of  1967  (in- 
traday)  and  has  a  fair  chance  of  go- 
ing through  to  1100  or  even  some- 
what higher. 

I  have  no  quarrel  with  these  views, 
even  though  they  are  much  more  san- 
guine than  mine  were  at  the  year's 
end.  There  is  no  benefit  in  bucking  a 
strong  tide  of  bullish  sentiment,  nor 
in  clinging  to  an  hypothesis  that  con- 
flicts with  changing  circumstances. 

Two  things  that  tend  to  make  for 
higher  stock  prices  did  not  begin  to 
become  apparent  until  late  January: 
1)  Corporate  earnings  were  running 
higher  than  almost  anyone  had  ex- 
pected, which  might  mean  that  prof- 
its will  keep  improving  into  1977,  as 
would  dividend  payments.  2)  Long- 
term  interest  rates  continued  to  ease, 
and  more  and  more  observers  pre- 
dicted they  would  keep  dropping  as 
the  year  wears  on.  At  a  minimum, 
these  two.  factors  can  provide  good 
support  for  stock  prices. 

Around  1100 

Personally,  I'm  not  happy  when  the 
average  stock  yield  is  less  than  4%, 
but  I  can  live  with,  say,  3.75%  as  long 
as  1  see  no  .threat  of  rising  long-term 
interest  rates.  If  the  Dow  can  pay 
dividends  at  an  annual  rate  of  $40 
"per  share"  this  year  and  maybe  $42 

Mr.  Schuiz  is  a  senior  partner  in  the  NYSE  firm  of 
Bre«n  Murray  &  Co.  Inc. 


By  John  W.  Schuiz 


in  1977,  I  have  no  great  problem 
envisaging  the  average  near  or  some- 
what above  1100,  where  a  $42  pay- 
out would  yield  3.8%. 

Okay,  but  this  raises  the  question 
of  whether  it  pays  to  be  aggressive 
about  trying  to  exploit  this  relatively 
limited  DJl  potential— only  about  10% 
up.  Obviously,  lots  of  investors  have 
been  asking  themselves  precisely  this 
question.  1  wonder  whether  this  sen- 
sible question  is  the  right  question 
to  ask  now. 


Faster  And  More  Volatile 

The  point  is  that  the  stock  market 
is  rarely  "sensible"  in  commonsense 
terms.  Stock  prices  have  always  gone 
up  or  down  in  response  to  rationaliza- 
tions rather  than  reasons,  and  to  levels 
that,  in  retrospect,  appeared  to  be  un- 
mistakably excessive  and  irrational.  I 
can't  think  why  today's  markets  should 
be  any  different,  except  that  they  are 
more  volatile  and  do  their  thing  faster 
than  markets  of  the  past.  And  if  we  as- 
sume, as  I  think  we  must,  that  we 
have  a  bull  market  on  our  hands, 
then  we  should  also  assume  that  it 
"will,  in  time,  go  further  than  one  can 
"sensibly"  expect.  (If  this  bull  market 
has  a  redeeming  feature  just  now,  it's 
that  a  lot  of  good-quality  stocks  are 
still  selling  at  seemingly  "sensible" 
prices. ) 

From  this  point  of  view,  the  right 
question  for  investors  who  have  kept 
to  the  sidelines  until  now  is  not  so 
much  whether  it  still  makes  sense  to 
buy  stocks.  Rather,  it's  will  they  have 
the  intestinal  fortitude  to  sell  stocks 
they  buy  now  at,  hopefully,  higher 
prices  when  most  people  will  insist 
that  stocks  must  be  bought,  not 
sold.  That  is  a  question  every  inves- 
tor has  to  decide  for  himself. 

For  my  part,  I'd  still  rather  be  a 
selective  buyer  than  seller  for  the 
longer  pull,  bearing  in  mind,  how- 
ever, that  the  bull  market  ought  to 
run  into  an  intermediate-trend  reac- 
tion (normally  7%  to  15%  DJI),  if  not 
from  near  Dow  1000,  then  from  near 
1050   or    1100.    In   other   words,    I'd 


rather  speculate  on  the  long  side  of 
the  stock  market  with  some  of  my 
assets  now  than  invest  everything  in 
cash  or  cash  equivalents. 

Of  course,  the  next  "right"  question 
has  to  be:  What  would  push  the  Dow 
beyond  the  1100-or-so  consensus  tar- 
get? If  Forbes  columnist  Ben  Weber- 
man  is  correct  in  expecting  corporate 
long-term  bond  yields  to  drop  below 
7%  this  year  (I  have  some  reserva- 
tions, and  he  wrote  he  might  have  to 
change  his  mind),  and  if  investors 
then  are  willing  to  accept  a  DJI  div- 
idend yield  of  3.5%  from,  say,  a  $42 
annual  payout  rate  going  into  1977, 
the  Dow  would  be  worth  1200.  In 
that  situation,  high-grade  corporate 
long-term  bonds  would  yield  3/2  per- 
centage points  more  than  the  Dow. 
(Late  last  month,  with  AAA  corpo- 
rate yields  at  around  8.5%  and  the 
Dow  yielding  almost  4%  from  a  pro- 
spective 1976  payout  of  maybe  $40, 
the  yield  spread  was  an  historically 
high  4/2  percentage  points  or  so.) 

Buy  Now,  Sell  Later 

If  bull-market  confidence  grows  and 
spreads,  it's  conceivable  that  investors 
will  again  place  less  value  on  bird-in- 
hand  cash  dividends  and  more  on 
bird-in-the-bush  earnings  growth  and 
price  appreciation  potentials.  In  that 
case,  we  could  see  a  4-point  bond- 
stock  yield  spread.  If  bond  yields  then 
were  7%  and  the  Dow  seemed  likely 
to  pay  a  $42  dividend,  a  4-point  yield 
spread  would  call  for  a  3%  dividend 
yield  and  place  the  Dow  at  1400. 

Since  bull  markets  have  tended  to 
peak  with  the  Dow's  dividend  yield 
not  much  under  3/2%,  I  wouldn't  look 
for  Dow  1400  until  a  payout  well 
above  $45  is  in  sight.  But  you  can 
see  there's  a  lot  of  price  leverage  in 
the  combination  of  rising  dividends 
and  falling  bond  yields,  potentially 
enough  to  make  for  irrationally  high 
stock  prices.  When  that  sort  of  situa- 
tion exists,  far  fewer  people  than 
now  will  be  able  to  resist  the  call  of 
the  buU.  I'd  rather  do  some  buying 
before  we  get  there.   ■ 
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Overseas  Commentary 


few  months  ago  (Forbes,  Nov. 
15,  1975),  I  pointed  to  the  German 
stock  market  as  the  bellwether  for 
bull  markets  in  other  parts  of  the 
world,  including  the  United  States. 
Using  the  German  market  as  bell- 
wether had  worked  extremely  well 
during  the  past  two  years  and  for  very 
good  reasons:  The  first  phase  of  a  bull 
market  normally  reflects  easier  mon- 
ey, stimulative  fiscal  policies  and,  of 
course,  lower  interest  rates.  In  every 
one  of  these  areas  Germany  led  the 
rest  of  the  world  by  anywhere  from 
three  to  12  months. 

The  second  leg  of  a  bull  market 
usually  reflects  real  economic  im- 
provement, particularly  corporate 
earnings  growth.  For  some  reason  not 
entirely  clear  the  U.S.  economy  has 
now  pulled  ahead  of  most  of  the  rest 
of  the  world  by  anywhere  from  three 
to  12  months.  It  looks  as  though  the 
U.S.  rather  than  the  German  stock 
market  has  become  the  leading  indi- 
cator for  market  trends. 

Greater  Gains 

Does  this  mean  that  U.S.  investors 
should  simply  forget  about  foreign 
stock  markets  and  enjoy  the  fireworks 
at  home?  Quite  the  contrary.  The 
U.S.  stock  market  has  already  made 
a  major  move.  American  investors 
may  be  able  to  find  relatively  better 
rewards  in  some  foreign  markets 
this  year. 

Once  again,  I'll  single  out  Japan  as 
offering  particular  investment  poten- 
tial. For  many  reasons  its  stock  mar- 
ket provides  an  ideal  vehicle  for  risk 
diversification  for  the  American  inves- 
tor. It  should  also  prove  to  be  a  good 
place  to  play  "catch-up"  with  the 
U.S.  stock  market.  Of  course,  I  do 
not  think  that  the  American  or  Ger- 

Mr.     Oechsle     is    associated     with     Putnam     Man- 
agement, Boston,  Mass. 


Is  Japan  Next? 


By  Walter  Oechsle 


man  bull  markets  have  run  their 
course;  I  am  merely  suggesting  that 
the  potential  rewards  are  now  great- 
er in  Japan. 

The  Japanese  stock  market  has 
barely  completed  the  first  leg  of  the 
bull  market.  Interest  rates  are  still 
coming  down  whereas  in  other  coun- 
tries, notably  Germany  and  the  U.S., 
there  is  concern  that  higher  interest 
rates,  particularly  short-term,  may  be 
right  around  the  comer.  The  econom- 
ic recovery  in  Japan  is  under  way,  but 
in  fits  and  starts.  Economic  data  are 
still  mixed— encouraging  one  month, 
cause  for  concern  the  next.  This  is 
precisely  the  type  of  pattern  wit- 
nessed in  both  Germany  and  the  U.S. 
in  the  recent  past. 

It  would  be  foolhardy  to  project 
a  roaring  bull  market  for  Japan  mere- 
ly because  there  are  certain  similari- 
ties with  economic  developments  else- 
where. My  optimistic  stance  has  to  be 
seen  within  the  Japanese  context.  In- 
flation, as  measured  by  the  whole- 
sale and  consumer  price  indices,  is 
down  from  35%  and  25%  to  2%  and 
8%,  respectively.  Plant  capacity  is  still 
well  below  80%.  The  growth  in  mon- 
ey supply  is  accelerating;  the  savings 
rate  remains  at  a  phenomenal  25% 
but  is  likely  to  decline.  Corporate  re- 
quirements for  funds  are  at  a  rela- 
tively low  level.  All  of  these  fac- 
tors combine  to  create  a  supply-de- 
mand relationship  that  has  charac- 
terized bull  markets  in  the  past,  not 
only  in  Japan  but  in  other  countries 
as  well. 


New  Market  Leaders 

There  is  one  disturbing  element  in 
my  bullish  scenario.  Stock  market  val- 
uations, both  in  relation  to  past  Jap- 
anese levels  and  to  that  of  other 
countries,  look  very  high.  The  aver- 
age price/ earnings  ratio  is  well  above 
20  times,  but  there  are  offsetting  fac- 
tors. First,  the  quality  of  earnings  is 
superior:  On  a  price/ cash  flow  basis, 
Japanese  stocks  are  actually  cheaper 
than  their  U.S.  counterparts.  Second, 
earnings,    which    have    been    slashed 


to  a  third  of  their  former  peak  by  the 
recession,  are  now  entering  a  phase  of 
rapid  recovery.  Given  the  modest  (by 
Japanese  standards)  overall  econom- 
ic growth  rate  of  6%  to  7%  in  the 
gross  national  product  generally  pro- 
jected over  the  next  several  years,  I 
expect  corporate  earnings  to  reach  or 
even  to  exceed  their  former  peak 
sometime  in  1977  and  to  continue 
rising  thereafter.  I  don't  think  that 
this  type  of  earnings  growth  is  re- 
flected in  the  current  level  of  stock 
market  prices. 

The  big  question  is  which  stocks 
to  buy.  Last  year's  market  leadership 
clearly  was  in  solid,  high  quaUty 
growth  companies  that  outperformed 
the  market  by  a  substantial  margin. 
The  list  of  best  performers  included 
such  names  as  Pioneer,  Marui,  Saki- 
sui  and  Marudai,  all  mentioned  in 
this  column  before  and  all  up  well 
over  100%  for  the  year. 

Market  Leaders 

Will  this  type  of  stock  continue  to 
lead  the  next  phase  of  the  bull  mar- 
ket? I  doubt  it.  Their  year-to-year 
earnings  comparisons,  even  though 
continuing  to  be  favorable,  will  look 
rather  modest  next  to  the  earnings 
gains  in  basic  industrials  and  in  cycli- 
cal companies.  This  latter  category 
should  provide  market  leadership 
from  now  on.  It  includes  electrical 
equipment  manufacturers  such  as 
Hitachi  and  Toshiba;  automobile 
companies  such  as  Nissan  and  Honda; 
chemical  companies  such  as  Tefin 
and  Toray;  and  even  steel  companies 
such  as  Nippon  Steel. 

It  is  no  accident  that  this  list  fo- 
cuses on  industries  that  have  provid- 
ed stock  market  leadership  in  the  U.S. 
and  Germany.  There  is  obvious  risk 
in  looking  for  patterns  in  some  mar- 
kets to  repeat  themselves  in  others, 
and  further  risk  in  looking  for  a 
change  in  leadership  in  any  bull  mar- 
ket. Nevertheless,  I  consider  the  ap- 
proach to  be  a  good  one  even  if  lack- 
ing in  originality.  My  chief  concern  is 
to  come  up  with  productive  ideas.   ■ 
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DO-IT-YOUIiSELF  IS  DOING  GREAT. 


Americans  are  hammering  and 
sawing  and  fixing  and  improving 
tilings  at  a  record  pace.  The 
do-it-yourself  trend  shows  no  sign 
of  slowing  down. 
Lone  Star  Industries  is  already 
near  the  top  in  this  thriving  market 
through  our  network  of  Home  Care 
Centers— large  supermarkets  of 
hardware,  lumber,  paints  and  all 
the  other  materials  a  do-it-your- 
selfer needs  to  maintain  and 
improve  his  home.  We  have  both 
the  expertise  and  the  resources  to 
play  an  even  larger  role  in  the  future. 

TOTAL  U.S.  HOME  CENTER  SALES 
(billions  of  dollars) 


I     I     I 
I     I     I 


1971 


1972        1973        1974        1975 


Beyond  this,  Lone  Star  is  a  major 
factor  in  another  key  industry. 
We're  the  Western  Hemisphere's 
leading  producer  of  portland 
cement,  at  a  time  when  long-term 
forecasts  are  favorable. 
Two  industries  with  bright  pros- 
pects. And  Lone  Star  is  well 
positioned  in  both  of  them.  We 
call  that  being  in  the  right  place 
at  the  right  time. 
If  you'd  like  to  know  more  about 
us,  write  to  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830. 


UINE  V^ 

STAR  M  _  

INDUSTRIES. . .  IN  THE  RIGHT  PLACE  AF  THE  RIGHT  TIME 


Money  And  Investments 


Market  Trends 


t  ^t  the  risk  of  neutralizing  one  of 
my  very  private  leading  indicators,  I 
must  tell  a  little  skiing  story.  Back  in 
the  Christmas  of  1968  I  was  the  guest 
of  a  very  wealthy  client  at  Aspen. 
How  do  you  ski  if  you  can  afford  the 
best?  Well,  you  get  an  accented  in- 
structor. He  skis  beside  you  and  you 
learn  by  osmosis.  WhOe  I  was  concen- 
trating on  angulation  of  the  body,  my 
guy  would  be  pumping  me  about  Sol- 
itron  Devices.  When  I  arrived  back 
in  New  York,  I  sold  almost  every- 
thing I  owned.  Speculation  had  pene- 
trated too  far  into  the  countryside.  It 
was  the  old  shoeshine  boy  story  of 
the  Twenties,  repeated  in  a  context 
that  grabbed  me  near  the  bellybutton. 
Today  speculation  is  in  the  air,  but 
not  overspeculation.  The  Indicator 
Digest  Index  of  Stocks,  which  is  closer 
to  what  everyone  owns,  had  trailed 
the  Dow  and  the  S&P  index  for  more 
than  a  year;  it  has  just  begun  to  out- 
perform them  and  will  probably  do  so 
for  a  year  or  more.  For  the  ski  instruc- 
tors in  Aspen  are  not  yet  making  the 
market  dance.  But  all  over  the  country 
the  word  is  going  out— the  numbers 
have  turned  and  profit  margins  are 
moving  up  fast. 

Setting  Up  For  The  Kill 

As  the  market  zips  along  at  40  mil- 
lion shares  daily,  you  should  know 
that  the  long-range  planners  at  the 
New  York  Stock  Exchange  had  been 
forecasting  daily  share  volume  this 
year  at  somewhat  under  20  million, 
viewing  1975's  market  activity  as  un- 
sustainably  frothy.  What  happened? 
Has  everyone  in  America  decided  to 
buy  100  shares  of  General  Motors  at 
the  same  time  or  is  it  the  "they" 
that  my  favorite  Park  Avenue  internist 
insists  is  setting  up  for  the  kill? 

A   guest  columnist,    Mr.    Sosnoff  is  a   chairman  of 
Atlanta  Capital  Corp.,  New  York. 


Why  The  Board 
Is  All  Lit  Up 

By  Martin  T.  Sosnoff 


Actually,  nothing  much  has  really 
happened  as  yet.  The  institutional  in- 
vestor, who  slept  while  the  market 
collapsed  in  '73  and  '74,  decided  to 
do  a  lot  of  switching  in  '75  and  '76. 
Some  high-multiple  stocks  have  been 
exchanged  for  low-multiple  stocks. 
The  public,  by  yardsticks  such  as 
margin  debt  and  mutual  fund  sales, 
isn't  even  watching  the  ball  game  with 
one  eye;  the  last  seven  years  were 
just  too  traumatic. 


When  Do  You  Sell? 

At  the  risk  of  looking  foolish  six 
months  from  now,  I  will  make  a  gutsy 
forecast  that  volume  will  push  past 
55  million  shares  on  a  fast  day  at 
the  track.  It  is  my  own  very  simple- 
minded  arithmetic.  You  have  25  mil- 
lion shareholders  buying  100  new 
shares  in  1976,  which  makes  for  2.5 
billion  incremental  units  of  trading 
over  250  trading  days,  or  10  million 
shares  a  day.  This  gets  us  to  55  mil- 
lion shares  on  a  good  day.  But  how 
do  you  know  when  to  sell?  is  the 
plaintive  cry  of  my  internist's  wife. 
(She  is  in  charge  of  the  money.)  You 
sell  when  volume  sloughs  off  shame- 
fully from  the  50-million  level,  maybe 
down  to  the  mid-to-low  20s. 

Does  it  matter  what  the  country 
looks  like  when  the  market  takes  the 
bit  in  its  teeth  and  gallops  into  the 
wild  blue  yonder?  You  can  be  sure 
that  there  will  be  the  usual  rational- 
izations all  the  way  up.  Inflation  will 
be  projected  at  4%  rather  than  6%. 
Corporate  profit  margins  will  be  boom- 
ing in  a  business  world  of  adminis- 
tered prices  set  to  recapture  the  high 
replacement  costs  of  depreciated 
plant  and  equipment.  Soon  you  will 
see  forecasts  that  the  Dow  can  earn 
$120  in  1977,  so  why  not  1200  on 
the  index?  If  corporate  cash  flow  is 
good  for  the  first  time  in  more  than  a 
decade,  why  can't  triple-A  utility 
bonds  come  down  to  an  8%  yield? 
This  is  the  unfolding  bull  scenario 
and  it  may  even  come  true  for  a  while. 
Then,  when  everyone  believes  it's 
here  to  stay,  the  market  volume  will 


subside  and  the  "they"  will  have 
made  their  kill. 

If  you  weren't  good  enough  to  buy 
General  Motors  or  IBM  when  no- 
body wanted  them  last  summer,  what 
do  you  do  for  the  next  leg  up?  Maybe 
you  find  some  stock  under  $10  sell- 
ing at  5  times  earnings  with  a  good 
balance  sheet.  It  is  already  up  from 
$3  but  so  what.  Another  50%  and  it 
still  looks  cheap.  For  the  weak- 
hearted  there  are  still  the  utilities,  for 
the  professionals  remain  ambivalent 
about  them  and  there  are  some  9% 
yielders  left.  Don't  look  too  closely  at 
the  debt-equity  ratios  or  the  interest 
charged  to  construction  credits. 

And  there  is  still  IBM.  All  the  ana- 
lysts grossly  underestimated  earnings 
last  year  and  may  be  doing  so  again 
this  year.  Conceptually,  in  a  period  of 
declining  inflation,  growth  stocks 
should  be  valued  higher,  particularly 
if  they  have  debt-free  balance  sheets. 
The  IBM  dividend  should  be  in- 
creased materially  later  this  year. 
CM  and  du  Pout's  dividends  will  go 
up  too,  but  look  where  they  were  ten 
years  ago— higher.  U.S.  Steel  is  not  yet 
back  to  its  cash  payout  of  the  late 
Fifties.  My  mother  is  still  waiting  for 
the  three  bucks  in  depreciated  dol- 
lars that  she  got  in  1958. 

Back  At  The  Beginning 

Before  you  get  too  excited  about 
IBM  you  should  be  aware  that  the 
stock  was  higher  in  late  1967  than  it 
is  today.  If  it  takes  nine  years  for  the 
best  to  come  back— again  in  depre- 
ciated dollars— what  is  going  to  hap- 
pen to  the  alphabetical  Ust  when  the 
market  tops  out  at  1200  or  1400  or 
1600?  After  the  first  100  points  down, 
which  will  take  precisely  three  trad- 
ing days,  I  hope  to  be  out  and  skiing 
rhythmically  into  the  fall  lijie  with 
my  gelt  quietly  parked  in  three-month 
Treasury  bills! 

The  next  500  points  down  will 
take  about  30  days.  Then  we'll  he 
back  where  we  were  in  1975  or  1965. 
and  it  will  take  another  seven  years 
until  the  lights  go  on  again.  ■ 
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This  announcement  appears  as  a  matter  of  record  only 

U.S.  $175,000,000 

Claymore  Field  Development  Finance 

for 

Occidental  of  Scotland,  Inc. 

a  wholly  owned  subsidiary  of 


Occidental  Petroleum  Corporation 

Managed  by 

International  Energy  Bank  Ltd.     Republic  National  Bank  of  Dallas 

Provided  by 

Bank  of  America  NT.  &  S.A.     National  Westminster  Bank  Group 

The  Royal  Bank  of  Canada 

Barclays  Bank  International  Limited        Canadian  Imperial  Bank  of  Commerce 

Continental  Illinois  National  Bank  &  Trust  Company        Midland  Bank  Limited 

International  Energy  Bank  Limited        Manufacturers  Hanover  Trust  Company 

Republic  National  Bank  of  Dallas        Toronto  Dominion  Bank 

Seattle— First  National  Bank        Marine  Midland  Bank 

Bank  of  Scotland        Irving  Trust  Company 

United  California  Bank        The  Royal  Bank  of  Scotland  Limited 

Wells  Fargo  Bank  N.A.        Banque  Worms 

First  National  Bank  of  Commerce  (New  Orleans) 
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Mone^' 

Gtows 

Faster 

in  Mexico. 


Mexican  bank  deposits  offer 

both  security  and  high 
interest  rates.  For  complete 
information,  please  contact: 

Eugene  F.  Latham 

Mexletter  Investment  Counsel 

Hamburgo  159 

Mexico  6,  D.  F.,  Mexico 


Two  18-hole  golf  courses  (t  championship, 
I  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L . 
Sam  Mandalorl,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lxikes  Inn 
€f  Country  Club 


For  some 

sophisticated 

investors... 

accounts 

personally  managed 

by 

John  W.  Schuiz 

Inquiries  invited. 

Brean  iyiurray*co.,inc. 

Members  New  York  Stock  Exchange.  Inc. 
American  Stock  Exchange,  Inc.  (Associate) 
Chicago  Board  Options  Exchange 
60  Broad  Strebt.  New  York.  NY  10O04 
(212)422-2300 
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Smart  Money's  Course 


What  stocks  are  the  mutual  funds 
buying  in  1976's  bull  market?  We  put 
the  question  to  four  fund  managers 
whose  stock-picking  deserves  respect 
in  the  hght  of  excellent  performan&s 
during  the  1973-74  bear  market  and 
in  the  1976  rally. 

We  started  with  Fidehty's  Contra- 
fund  (assets:  $38  miUion)  manager, 
Leo  Dworsky.  Contrafund  has  an  en- 
viable B-A  rating  for  performance  in 
up  and  down  markets.  "We  don't  try 
to  anticipate  market  swings,"  he  says. 
"We  stay  pretty  fully  invested.  Where 
we  are  contrary  is  in  our  analysis  of 
individual  stocks.  A  company  may 
have  problems,  but  often  the  market 
overreacts.  We  look  for  undervalued 
stocks." 

For  example?  "W.R.  Grace,  Free- 
port  Minerals  and  Allis-Chalmers,"  he 
replies.  "Grace  has  an  excellent  chem- 
ical base.  Though  fertilizer  earnings 
are  expected  to  be  down  this  year, 
we  think  they'll  be  up  next  year.  The 
market  undervalues  the  stock  because 
investors  apparently  are  leery  about 
Peter  Grace.  But  if  one  looks  objec- 
tively at  what  he's  done,  it  will  be- 
come apparent  that  Grace  has  built  a 
sound  company. 

"Now  Allis-Chalmers,"  Dworsky 
goes  on,  "is  no  John  Deere,  no  Cater- 
pillar Tractor.  But  the  market  has 
overdiscounted  that.  The  stock  has  ad- 
vanced quite  a  bit  from  a  1975  low 
of  $7  to  a  recent  $17,  but  the  com- 
pany's potential  may  not  be  reflected 
in  the  stock  price." 

Freeport  Minerals:  "It  has  real 
problems  with  its  nickel  operations  in 
Australia.  An  exposure  in  Indonesia  in 
copper.  Valid  worries.  Yet  it  is  a  well- 
managed  company  with  a  strong  fi- 
nancial position  and  potential  in  gas 
and  other  natural  resources." 


Capital  Group  (assets:  $4.8  billion) 
has  about  the  best  overall  performance 
of  a  large  fund  group  in  the  indus- 
try. Its  flagship.  Investment  Company 
of  America  ($1.4  billion),  for  in- 
stance, has  a  B-C  rating,  an  excellent 
showing  for  a  fund  its  size. 

"We  beUeve  the  bull  market  has 
quite  a  long  way  to  go,"  says  Capi- 
tal Group  Director  William  Newton. 
"You  don't  have  to  reach  for  low- 
grade  stuff. 

"If  inflation  continues  its  downward 
trend,  and  I  think  it  should,"  Newton 


says,  "I  would  look  for  pretty  good 
action  in  a  number  of  consumer  stocks. 
Financial  stocks— those  of  banks,  S&Ls, 
insurance  companies— are  quite  rea- 
sonably attractive  too.  Housing  has  a 
lot  of  catching  up  to  do.  Now  Fannie 
Mae  is  a  good  proxy  in  housing  and 
in  interest  rates.  There's  a  lot  of  le- 
verage there,  it  has  a  fairly  good  yield 
(5.7%)  and  is  selling  at  the  same 
price  it  was  in  late  1974." 


Roy  Neuberger  of  Neuberger  & 
Berman  manages  the  small  Guardian 
Mutual  Fund  (assets:  $60  million) 
and  substantial  individual  accounts. 
Guardian  has  one  of  the  best  five- 
year  fund  performances  in  the  indus- 
try. Over  that  time,  it  has  appreciat- 
ed 37%,  vs.  the  mutual  fund  indus- 
try average  of  3%. 

Neuberger  reels  off  several  stocks 
he  thinks  are  promising.  "Hamisch- 
feger  is  earning  about  $6,  sells  at 
$36.  In  the  next  few  years,  I  look  for 
$8  to  $10  and  for  an  eight  to  ten 
price/ earnings  ratio.  I  also  think  some 
natural  gas  companies  are  under- 
valued." His  favorites  are  Peoples  Gas, 
American  Natural  Gas  and  Arkansas 
Louisiana  Gas.  He  also  likes  Arizona 
Public  Service. 


John  Neff  manages  the  Windsor 
Fund  (assets:  $517  million),  which 
last  year  made  the  Forbes  Mutual 
Fund  Honor  Roll.  The  fund  has  ad- 
vanced over  21%  so  far  this  year,  vs. 
15%  for  the  Dow  Jones  industrials. 

Neff  is  bullish,  but  he  is  also  tak- 
ing profits  in  several  of  his  holdings. 
"At  the  year's  end  we  were  fully  in- 
vested and  now  have  about  6%  cash. 
There  should  be  a  correction.  I  don't 
see  it  going  straight  up.  I  would  feel 
better  after  a  correction." 

At  the  moment  he  likes  domestic 
oils.  "We  don't  share  the  consterna- 
tion of  the  marketplace  over  the  po- 
litical situation.  We  think  it's  probably 
overdone."  Nonoil  individual  stocks 
Neff  likes  include  Colonial  Penn,  Sam- 
bo's (a  fast-food  chain)  and  Staley 
( a  food  processor) . 

We  asked  Neff  what  ho  was  sell- 
ing. "The  two  outstanding  stocks 
we've  taken  profits  in  are  Koppers 
and  Tandy.  They're  good  companies, 
but  both  have  had  a  sharp  rise  and  no 
longer  meet  total  return  criteria."  ■ 
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THE 


EURQSTYLE 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research. .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  mem.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
Darticipate  in  the  Eurostyle  Panel  — a  sample 
For  future  research  which  will  provide  even 
more  specific  marketing  infomiation  on  any 
given  category  and  also  include  a  facilit)'  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  that  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  or  the  Key  to  the 
System,  just  get  in  touch  with  the  local  office  of 
any  of  the  sponsoring  publications. 


Sponsored  by  TIME,   The  Economist,  Intemarional  Herald  Tribune  and  Newsweek  International  in  co-operation  with:  Alitalia, 
\ustrian   .\irlines,   British   Airways,   British   Caledonia,  Iberia,  Lufthansa,  Luxair,   Sabena,   SAS,  TAP,  Thai  International,  UTA. 


A  Retirement  Plan  for  those 
who  seek  High  Current  Income 
and  Preservation  of  Capital 

n  IRA        n  Keogh 

Rowe  Price  New  Income  Fund,  Inc. 

A  fully  managed  No-Load  fund  seeking  the  highest 
investment  income  consistent  with  preservation  of 
principal— not  just  for  today,  but  for  the  future  as  well. 

I     I  Non-Retirement  Account 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301-547-2136 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 


Name- 


Address. 


City. 


_ State - 


_Zip  _ 


For  more  complete  information  about  the  Rowe  Price  New  Income 
fund,  including  charges  and  expenses,  obtain  a  prospectus.  Read  it 
carefully  before  you  invest  or  send  money. 


Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  March  31, 1976. 


QUARTERLY   DIVIDENDS 

The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  March  31,  1976: 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$   .43 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred - 

-$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

All  dividends  are  payable  on  or 
before  March  31,  1976  to  stock- 
holders of  record  March  1,  1976. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


INITIAL  DIVIDEND 

The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$.6635  for  the  period  beginning 
December  23,  1975  and  ending 
March  31,  1976  on  the  9.75%  Cu- 
mulative Preferred  Stock— $25  Par. 


PSEG 

Newark,  New  Jersey 


Readers  Say 


(Continued  from  page  12) 
schooled  to  accept  a  moral  obliga- 
tion, especially  when  bestowed  b\  so 
lofty  a  height  as  government. 

— H.L.  MlCH.\ELS 

Huntington,  N.V. 

Price  Competitive 

Sir:  Your  article  "Parts  For  All 
Seasons'  (Feb.  15)  gives  the  impres- 
sion that  plants  that  purchase  parts 
from  industrial  distributors  pay  a  pre- 
mium to  do  so.  Industrial  distributors 
are  competitive  with  the  manufactur- 
ers on  pricing.  Distributors  in  general 
ha\e  far  lower  minimum  charges  and 
freight  allowances.  They  make  profits 
from  the  additional  discounts  they  re- 
cei\"e  to  perform  the  warehousing  and 
engineering  functions  in  the  field  that 
manufacturers  used  to  perform  man\ 
years  ago. 

—David  D.  Derrow 

President, 

Ohio  Transmission  Corp. 

Columbus,  Ohio 

Popular  Critic 

Sir:  Re  MSF's  mo\ie  comments 
(Feb.  15).  The  only  difference  be- 
tween him  and  the  recognized  critics 
of  our  time  is  that  his  tastes  seem  to 
he  rcpresentati\e  of  what  the  public 
likes,  which  must  gi\e  him  a  big  jump 
on  all  the  geniuses  who  hold  forth 
as  experts  in  our  field. 

— Al.AN  J.  HlRS(  ilFIELD 

President  and  CEO, 

Columbia  Pictures  Industries,  Inc. 

New  York,  N.Y. 

Give  'em  Back! 

Sir:  He  Fact  &  Comment  (Feb.  1) 
"Working  20  Years  And  Getting  A 
Free  Ride  For  50  Years."  Give  me 
back  my  last  20  years  and  I'll  give  up 
my  retirement  and  won't  become  a 
"freeloader."  After  spending  20  years 
in  the  military,  I  don't  own  my  own 
home,  the  kids  have  been  in  five  or  .six 
different  schools,  I  got  two  5%  pay 
raises  in  the  last  two  years,  and  now 
that  I'm  eligible  to  request  retirement. 
I  can  look  forward  to  being  called  a 
freeloader— but  only  while  I'm  alive, 
for  when  I  die,  my  retirement  goes 
with  me,  unless  I  buy  insurance  to  cov- 
er the  maximum  of  55%  of  my  retire- 
ment check. 

-R.J.  SiTAR 

Norfolk,  Vu 
Misplaced  Decimal 

Sir:  Pollateh  (Frb.  I'))  has  ih»( 
I.H  acres  of  fonsl  l;uid  per  shan-  dI 
stock  but  0.18 

—  M.C  I")«»RR<>U 

Palm  H<'arh.  Fla 
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HOLDS  THE  LINE! 

Maintains  Rates!... 

Maintains  Circutationi... 

v^<ft^c  GoeslOO%Offeet 

s^^^  1976 

S  l?ATE  CARD  Na  29* 

RATE  BASE  1,380,000 
[<      4CP  $11,700  •  CPM  $8.45 
IBP  $8,400 -CPM  $6.09 


•Effective  March  1,1976. 


Beats 

Bunker. 


f 


When  Newsweek  plus  Time  can  get  you 

a  higher  rating  than  All  In  the  Famfly^ 

it's  time  to  rethink  television. 


How  can  you  beat  the  top-rated  show  on  TV? 

The  answer,  surprisingly,  is  with  the  newsweekHes. 
Newsweek  plus  Time.  Check  with  your  media  plan- 
ning people. 

You  can  even  do  it  with  Newsweek  alone  if  you're 
talking  men  18  to  49.  Among  this  group  Newsweek 
has  a  rating  of  19.4— which  puts  it  slightly  ahead  of 
All  In  the  Family,  and  at  about  half  the  cost  per 
thousand. 

Add  Time  and  the  rating  jumps  to  30.7.  (men  18 
to  49)— which  not  only  beats  Bunker,  but  everything 
lise  on  TV  except  for  an  occasional  network  special, 
Liie  Super  Bowl  or  a  World  Series  game.  Yet  the 
Newsweek  plus  Time  combination  has  a  lower  cost 
per  thousand  than  the  average  prime-time  TV  show. 

Even  with  the  larger  group  of  adults  18  to  49 
Newsweek  plus  Time  has  a  rating  of  25.9.  Which  is 
still  better  than  Bunker. 

Or,  if  you  want  to  be  more  selective,  you  can  gel 
a  spectacular  50.6  (men  18  to  49  where  head  of  house- 


hold earns  S2(),(XK)  or  more)  with  a  combination  of 
Newsweek plusTimc. Sports Illustratedand U.S.  News. 

With  rising  cost  and  limited  availabilities,  a  lot 
of  advertisers  are  taking  a  hard  look  at  the  alter- 
natives to  TV.  And  the  ratings  clearly  point  to  the 
newsweeklies. 

Even  more  so,  (he  demographics. The  audience 
you  reach  with  the  newsweeklies  is  younger,  better 
educated  and  more  affluent,  as  all  the  studies  show. 
Newsweekly  readers  do  more-  and  buy  more. 

And,  something  else  we  suspect  is  true,  they're 
more  likely  to  be  atlracled  to  a  g(H>d,  persuasive  ad. 
Because  they  see  it  within  the  informative  context  of 
the  newsweekly  — instead  of  flashing  by  in  30  brief 
seconds  during  a  commercial  interruption. 

If  you've  been  having  some  second  thoughts 
about  television,  try  U)oking  at  the  newsweeklies  the 
way  you  would  prime  time.  As  an  alternative.  Or  as 
part  of  a  more  effective  media  mix.  Newsweek  altine. 
Or  Newsweek  plus  Time. 


Newsweek 


Forbes 


Index  of  Advertisers— March  15,  1976 

D  Indicated  below  are  those  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertise- 
ments. Those  advertisers  designated  with  an  asterisk  i'f  will  provide  information  only  to  those  requests  which  include  com- 
pany name  and  job  title. 


;;;:   AIPHONE  U.S.A.   INC 36 

Agency:    Needham,    Harper   &   Steers   of 
Canada  Ltd. 

ALLEGHENY    LUDLUM 

INDUSTRIES,     INC.  66 

Agency;   VanSant,    Dugdale    &    Co.,    Inc. 

D  ALLIED  CHEMICAL  CORP.  105 

Agency:    Lubliner/Saltz  inc. 

D  AMCORD,   INC 102 

Agency:    Media    Buying    Services    (West) 
Inc. 

AMERICAN    ELECTRIC    POWER 
COMPANY,    INC.  20 

Agency:    Byrne,  Slattery,  Etal 

AMERICAN    GAS    ASSOCIATION,    INC.      37 

Agency:    J.    Walter    Thompson    Company 

AMERICAN   TELEPHONE   & 

TELEGRAPH    CO.  71 

Agency:    N.W.  Ayer  ABH  International 

ATLANTA   HILTON    HOTEL  46 

Agency:    Liller,    Neal,    Battle    &    Lindsey, 
Inc. 

BMW  OF  NORTH   AMERICA,   INC.  29 

Agency:    Ammirati     Puris    AvRutick    Inc. 

BANK  OF  NEW  SOUTH  WALES  46 

Agency:    George    Patterson    Pty.    Limited 

D    BELTONE    ELECTRONICS 

CORPORATION  110 

Agency:    Grey-North  Inc. 

BREAN   MURRAY  &  CO.,    INC.  122 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

:;     BUTLER    MFG.    CO.  41 

Agency:    Valentine-Radford,  Inc. 

CANADIAN    IMPERIAL 

BANK   OF   COMMERCE  87 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

a   CARILLON    IMPORTERS,    LTD. 

GRAND    MARNIER  13 

Agency:    Martin  Landey,  Ariow 
Advertising  Inc. 

n   CELESTRON    PACIFIC  44 

Agency:    Baytron 

::    CESSNA  CITATION  32 

Agency:   Ogiivy  &  Mather  Inc. 

THE   CHASE 

MANHATTAN  BANK  Cover  3-4 

Agency:    Doremus  &  Company 

CHUBB   GROUP   OF 

INSURANCE    COMPANIES  73 

Agency:    Muller  Jordan  Herrick  Inc. 

:::    COMMONWEALTH    OF    PUERTO    RICO 
ECONOMIC    DEVELOPMENT 
ADMINISTRATION  10-11 

Agency:   O^lvy  &  Mather  Inc. 

COMPUTER    CAPITAL    CORPORATION    110 

Agency:   The  Paramount  Agency 
*  Advertising 

D   CRANE    CO.  57 

Agency:    Doremus  Uptown 

D   DEAN   WITTER  &  CO.  109 

Agency:    Hoefer,  Dieterich  &  Brown, 
Inc. 

DIAMOND    INTERNATIONAL 
CORPORATION  113 

Agency:    Henderson  &  Roll,  Inc. 

DREXEL   BURNHAM    & 

CO.    INCORPORATED  74 

Agency:    Doremus  &  Company 

FMC   CORPORATION  16 

Agency:    Dancer  Fitzgerald  Sample,   Inc. 

FIDUCIARY  TRUST  COMPANY 

OF  NEW  YORK  98-99 

Agency:    Edwin  Bird  Wilson.  Inc. 

FINANCIAL  PROGRAMS,   INC.  46 

Agency:    Broyles,  Allebaugh  &  Davis, 
Inc. 


D   FIRESTONE  TIRE  &  RUBBER  CO.  100 

Agency:   Sweeney  &  James  Co. 

THE   FIRST 

BOSTON  CORPORATION  68-69 

Agency:    Doremus  &  Company 

FORBES  MAGAZINE  80-81 

97 


FORT   HOWARD  PAPER  COMPANY 

Agency:    Marsteller  Inc. 


12 


FRANKLIN    MINT    CORPORATION 

Agency:    Franklin  Advertising 

D   FRUEHAUF    CORPORATION  54 

Agency:    Burton  Sohigian  Inc. 

GENERAL   MOTORS   CORPORATION 
CHEVROLET    MOTOR    DIVISION  14-15 

Agency:   Campbell-Ewald  Company 

GENERAL  TELEPHONE   & 

ELECTRONICS    CORPORATION     27 

Agency:    Doyle  Dane  Bernbach  Inc. 

GENERAL  WINE   &   SPIRITS   CO. 

CHIVAS    REGAL     45 

Agency:    Doyle  Dane  Bernbach  Inc. 

D   GEORGIA    BUREAU   OF 

INDUSTRY    &    TRADE  62 

Agency:   Gerald  Rafshoon  Advertising, 
Inc. 

D   GRANDFATHER  GOLF  AND 
COUNTRY    CLUB 

Agency:   G.O.T.  Promotions 

THE    GREYHOUND    CORPORATION     76-77 

Agency:    Grey-North  Inc. 


75 


HYATT   HOTELS 

Agency:   Communlmark  Inc. 


42 


a   INA   CORPORATION  6-7 

Agency:   Geer,    DuBois    Inc.    Advertising 

INTERNATIONAL    PAPER    COMPANY   88-89 

Agency:   Ogiivy  &  Mather  Inc. 

IRVING   TRUST   COMPANY  52-53 

Agency:   J.    Walter   Thompson   Company 

JONES    LANG   WOOTTON  12 

Agency:    Eisaman,    Johns    &    Laws,    Inc. 

KEPNER-TREGOE,     INC 9 

Agency:   Wunderman,  Ricotta  &  Kline, 
Inc. 

"      KUHN,    LOEB   &  CO 95 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

LIGGETT  GROUP  91,  92,  93 

Agency:    Berger  Stone  &  Ratner, 
Inc.  Advertising 

LINCOLN    MERCURY    DIVISION 

FORD  MOTOR  COMPANY 

LINCOLN     CONTINENTAL  51 

Agency:    Kenyon  &  Eckhardt  Inc.— 
C.P.V. 

D    LONE    STAR    INDUSTRIES     119 

Agency:  J.   Walter   Thompson   Company 

MANUFACTURERS    HANOVER 

TRUST    COMPANY  114-115 

Agency:    Edwin  Bird  Wilson,  Inc. 

MARSH   &   McLENNAN 

COMPANIES,     INC.  90 

Agency:   J.    Walter   Thompson   Company 

D   MARSHALL  AND  STEVENS, 

INCORPORATED  75 

Agency:   Weinberg  Advertising  Company 

METROPOLITAN    LIFE 

INSURANCE    COMPANY  49 

Agency:   Young  &  Rubicam 
International  Inc. 

MEXLETTER  122 

Agency:    McCann  Erickson-Stanton, 
S.A.  de  C.V. 

D   MIAMI   LAKES   INN  & 

COUNTRY   CLUB    122 

Agency:   Samuel  B.  Crispin  & 
Associates,  Inc. 

D    MONSANTO   COMPANY,    INC.  61 

Agency:   Advertising  &  Promotion 
Services 


MORGAN   STANLEY  & 

CO.     INCORPORATED  47 

Agency:   Doremus  &  Company 

NEWSWEEK    MAGAZINE  126 

Agency:   Foote,  Cone  &  Belding 

;;;:    NORTH   CAROLINA    DEPARTMENT  OF 

ECONOMIC     DEVELOPMENT  56 

Agency:    Louchheim,  Eng  and  People, 
Inc. 

NORTHERN   TELECOM    LIMITED  111 

Agency:   J.   Walter  Thompson   Company 
Limited 

:;;:  THE  NORTHERN  TRUST  BANK        83 

Agency:   Clinton  E.  Frank,  Inc., 
Advertising 

NORTHROP    CORPORATION  58-59 

Agency:   Needham,  Harper  &  Steers 
Advertising  Inc. 

OCCIDENTAL   PETROLEUM 

CORPORATION      121 

Agency:   Carl  Blumay  Associates 

OLIN    CORP.  64-65 

Agency:    Doyle  Dane  Bernbach  Inc. 

;,'f  OMAHA  PUBLIC  POWER  DISTRICT  8 

Agency:    Holland  Dreves  Reilly,  Inc. 

D  ORIGINAL   PRINT  COLLECTORS 

GROUP,    LTD 44 

Agency:    Leon  Auerbach  &  Co. 

THE   PADDINGTON    CORPORATION 

(J&B  SCOTCH   WHISKY)  Back  Cover 

Agency:    E.l.  Howard  Company,  Inc. 

ROWE   PRICE   NEW   INCOME 

FUND,    INC 124 

Agency:   VanSant,    Dugdale    &    Co.,    Inc. 

PUBLIC   SERVICE   ELECTRIC 

AND    GAS    COMPANY  124 

Agency:    Doremus  &  Company 

RCA   CORPORATION  78 

Agency:   J.    Walter   Thompson    Company 

ST.   REGIS   PAPER  COMPANY  30-31 

Agency:   Cunningham  &  Walsh  Inc. 

■Yf    SABRELINER    DIVISION 

ROCKWELL    INTERNATIONAL  63 

Agency:   Campbell-Ewald  Company 

THE    SHERWIN-WILLIAMS    COMPANY      34 

Agency:   The  Marschalk  Co.,  Inc. 

SPORT    MAGAZINE     125 

:;:=   3M   COMPANY 

MICROFILM    PRODUCTS     35 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 

TV  GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,   Inc.    .40 

Agency:    N.W.  Ayer  AHB  International 

;:=    TWA  AIR   FREIGHT  3 

Agency:    Homer  Advertising,  Ltd. 

";    TENNESSEE   INDUSTRIXL 

DEVELOPMENT    DIVISION     5 

Agency:   Bill   Hudson   &  Associates,   Inc. 

TEXAS    UTILITIES    COMPANY  110 

Agency:   Doremus  &  Company 

TEXTRON    INC 116 

Agency:   J.   Walter  Thompson    Company 

TIME    INTERNATIONAL  123 

UNITED  TECHNOLOGIES 

CORPORATION  Cover  5 

Agency:    Marsteller  Inc. 

UNITED    TELECOM     2 

Agency:   Brewer  Advertising  Inc. 

r<    UTAH   INDUSTRIAL  DEVELOPMENT 

DIVISION  85 

Agency:    David  W.  Evans,  Inc. 

THE  VALUE   LINE 

INVESTMENT   SURVEY    107 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 
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Thoughts . . .  Business  of  Life 


BBMa 


When  a  distinguished  but  elderly 
scientist  states  that  something 
is  possible,  he  is  almost  certainly 
right.  When  he  states  that 
something  is  impossible, 
he  is  probably  wrong. 
Arthur  C.  Clarke 


This  world  is  given  as  the  prize 
for  the  men  in  earnest. 
Frederick  Robertson 


We  mount  to  heaven  mostly  on 
the  ruins  of  our  cherished  schemes, 
finding  our  failures  were  successes. 
Amos  Bronson  Alcott 


The  greatest  difficulties  lie 

where  we  are  not  looking  for  them. 

Goethe 


Few  men  have  the  natural  strength 
to  honor  a  friend's  success 
without  envy. 
Aeschylus 


Any  spoke  will  lead 
an  ant  to  the  hub. 
Rex  Stout 


Success  is  never  final  and 
failure  never  fatal. 
It's  courage  that  counts. 
George  F.  Tilton 


This  is  the  lesson : 

Never  give  in  .  .  .  never,  never,  never, 

never  ...  in  nothing,  great  or  small, 

large  or  petty— never  give  in 

except  to  convictions  of  honor 

or  good  taste. 

Winston  Churchill 


Earnestness  is  the  devotion  of 
all  the  faculties.  It  is  the 
cause  of  patience;  gives  endurance. 
Christian  Bovee 


Enthusiasm  is  a  virtus  rarely  to 
be  met  with  in  seasons  of 
calm  and  unruffled  prosperity. 
Thomas  Chalmers 


If  we  will  it,  it  is  no  dream, 
Theodore  Herzl 


At  the  base  and  birth  of 
every  great  business  organization 
was  an  enthusiast,  a  man  consumed 
with  earnestness  of  purpose, 
with  confidence  in  his  powers, 
with  faith  in  the  worthwhileness 
of  his  endeavors.  The  original 
Henry  Ford  was  the  quintessence 
of  enthusiasm.  In  the  days  of 
his  difficulties,  disappointments 
and  discouragements,  when  he 
was  wrestling  with  his  balky 
motor  engine— and  wrestling 
likewise  with  poverty- 
only  his  inexhaustible  enthusiasm 
saved  him  from  defeat. 
B.C.  Forbes 


Any  useful  job  or  useful  business 
has  in  it  the  germ  of  nobility. 
William  Feather 


The  greatest  test  of  courage 
on  earth  is  to  bear  defeat 
without  losing  heart. 
Robert  G. Ingersoll 


Problems  are  opportunities  and 
there  are  a  lot  of  'em  around. 
Arnold  Glasow 


A  Text .  . 


Sent  in  by  Mary  C.  June,  Portland, 
Ore.  What's  >our  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


He  who  thinks  everything 
must  be  in  bloom  when  the 
strawberries  are  in  bloom 
doesn't  know  anything  about  apples. 
Greek  Proverb 


The  vision  that  you  glorify 
in  your  mind,  the  ideal  that 
you  enthrone  in  your  heart— 
this  you  will  build  your  life  by, 
this  you  will  become. 
James  Allen 


Faith  in  your  own  powers 
and  confidence  in  your  individual 
methods  are  essential  to  success. 
Roderick  Stevens 


Fear  not  that  your  life 
shall  come  to  an  end, 
but  rather  fear  that  it  shall 
never  have  a  beginning. 
John  Henry  Newman 


Alas,  that  spring  should 
\ani.sh  with  the  rose! 
Edward  Fitzgerald 


Executive  Gift  Suggestion.s:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— t/»e  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  S.Y.  lOOIl.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


Behold,  how  good  and  hou    pleasant 
it  is  for  brethren  to  dwell  together 
in  unity! 
Psalms  133:1 
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Mississippi  River  Corp. 

Who  Says  Railroading 
Doesn't  Pay? 
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nology  is  our 
ic  strength.  Managing  it 
is  our  business. 


Power-generating  it,  distributing  it.  applying  it  A  growing 
outlet  for  our  technologies  in  gas  turbines  and  the  fuel  cell 
now  under  development  by  our  Power  Systems  Division 


Systems  for  flight  are  an  important  category  Our  Hamilton 
Standard  Division  makes  the  pressunzation  and  air-condi- 
tioning  systems  used  on  Boeing  747$  and  Lockheed  LIOi  Is 


Total  Sales        ^ 

Net  Income 

1965 
$1.5  billion 

1975 
$3.9  billion 

1965 
$50milion 

1975 
J  $117  million 

T^^ 

1       1 

« 

■»         ^^ 

JL^UL. 

1965        1975 


Computer     ■"  ""    ■"  " 
cooking    ■  Results 


Industrial  controls  reflecting  precision  engineering  and 
manufacturing  are  a  major  and  growing  market  for  us  The 
controls  for  this  microwave  oven  come  from  our  Essex  Group. 


By  uniting  basic  technologies  we  have  accomplished  these 
results  They  give  us  a  solid  foundation  for  constructive  growth 


UNITED 
TECHNOLOGIES. 

Pratt  &Wtnitney  Aircraft  Group.  Otis.  Essex  Group.  Sikorsky  Aircraft,  Hamilton  Standard,  Nurden,  CI.,  Mm,  ,il  Systems  Division, 

Power  Systems  Division, Turbo  Pov^/er  &  Marine  Systems,  United  Technologies  Ini.Mii.iiiooal. 

United  Technologies  Research  Center  Umted  Technologies  Corporation.  Hartford.  Conn  06101 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV-  sponsored  by  United  Technologies  Corp 


POKER 

A  Guaranteed  Income  For  Life 


A  NEW  REVISED  EDITION 

(Available  for  Immediate  delivery) 

This  new  8th  printing  (March  1976)  offers  pages  of  completely 

new  ideas  and  concepts  for  both  club  and  private  poker  games. 

After  a  long  three-year  absence,  Dr.  Wallace's  classic  POKER,  A 
GUARANTEED  INCOME  FOR  LIFE  by  using  the  ADVANCED 
CONCEPTS  OF  POKER  is  again  available  to  the  public  for  a 
limited  period.  This  hard-to-find  book  (not  available  in  paperback 
or  in  bookstores)  is  by  far  the  best,  the  most  definitive,  and 
especially  the  biggest  money-generating  book  on  poker  ever 
written  (e.g.,  poker  players  who  previously  purchased  this  manual 
have  increased  their  total  winnings  by  a  conservatively  estimated 
$63,000,000  per  year  since  1968).  This  book  will  again  be  with- 
drawn from  circulation  sometime  in  1976  or  possibly  in  1977  and 
will  not  be  republished  until  the  1979  or  1980  revised  edition. 

Since  1968,  well  over  100  magazine,  newspaper  and  syndicated 
reviews  have  identified  the  ruthlessly  effective,  highly  profitable 
information  in  this  book.  For  example:  the  New  Haven  Register 
reports,  "Cutthroat.  May  shock  the  casual  reader.  One  of  the  most 
readable  and  informative  volumes  to  appear."  The  Financial  Times 
reports,  "A  definitive  treatment.  High  degree  of  sophistication. 
Extremely  pleasant  to  read."  Rx  Sports  and  Travel  reports,  "A 
lot  of  people  who  have  always  figured  themselves  to  be  poker 
players  are  going  to  find  they  belong  with  the  ribbon  clerks  before 
they've  read  two  pages  of  a  new  book  by  a  plain-talking  scholar. 
This  book  starts  where  the  other  poker  manuals  fold.  Dr  Wallace 
demolishes  many  a  cherished  poker  rule  of  thumb.  If  you're  a 
poker  player,  this  book  would  have  to  be  the  best  investment 
you've  ever  made." 

A  famous  TV  personality  read  the  following  affidavit  about 
the  Poker  Manual  on  the  TO  TELL  THE  TRUTH  show  -  "...  a 
brutally  realistic,  ruthlessly  objective  book  on  poker  playing  in 
the  seventies,  POKER,  A  GUARANTEED  INCOME  FOR  LIFE." 

But  more  importantly,  what  are  those  who  paid  hard  cash  for 
this  book  saying?  Consider  a  few  of  the  several-hundred  signed, 
unsolicited  testimonials  we  have  in  our  files: 
"One  of  the  very  few  really  honest  and  informative  books  I  have 
ever  read.  "  W.B.,  NE.  "Hail.  Dr.  Wallace.  The  first  book  on  poker 
that  really  makes  a  difference."  J  .\J .,  WV.  "Since  reading  Dr. 
Wallace's  book.  I  have  won  5  consecutive  times.  At  ten  times  the 
price,  it  is  still  a  bargain. "  H.B.,  KY .  "Paid  focthe  book  ten  times 
over  the  first  two  games  after  I  read  it.  "  J.M.,  TX.  "Most  poker 
books  attempt  to  tell  you  how  to  play  poker,  yours  tells  you  how 
to  win  money.  "  S.V.,  TX.  "Dynamite.'  Like  having  a  license  to 
steal.  "  D.W.,  PA .  "Remarkable  results.  Won  4  out  of  5  sessions. 
For  first  time  really  can  control  the  action. "  D.O.,  NJ .  "Increased 
my  winnings  by  500  percent.  "  F.J.,  TX .  "My  game  has  improved 
7000%.  "G.H..  GA.  "I  know  it's  not  luck  now."  \.U.,OW.  "It 
is  all  you  said  it  was. "  G.B..  PA.  "/  don't  dare  let  my  fellow 
players  read  lY.  "L.M..  NY.  'Wow  that  I  have  it,  please  stop 
selling  it.  "  O.S.,  AK .  "The  DTC  methods-what  a  difference.  My 
profits  have  increased  at  least  6  times. "  H.M.,  CA.  "Decided  to 
give  our  son  this  book  instead  of  sending  him  to  college." Z.?., 
VA.  "Bold,  brazen,  shocking,  fantastic."  Dr.C.G.,  lA.  "A  super 
masterpiece:"  ex.,  CA.  'One  of  the  most  fascinating  books  I 
have  read,  tfelt  impelled  to  read  some  or  all  of  this  book  twice  or 
more  times  with  increasing  appreciation  of  this  masterpiece.  Had 
so  much  thought  provoking  carryover  that  15  minutes  to  an  hour 
of  reading  drew  me  into  an  additional  hour  or  so  of  enjoyable 
reflection."  H.¥.,  MA.  'One  of  the  most  intelligently  written 
books  I  have  ever  read -regardless  of  the  subject. "  A.S.,  NY 
"A  many  faceted  book.  You  get  additional  meaning  on  the  second 
reading  and  more  on  the  third."  R.E.,T\.  "Have  read  it  5 
times.  "  H.H.,  MO.  "Page  6  is  the  key  to  stock  market  success!" 
W.K.,  IL.  "Worth  reading  for  every  businessman."  B.K.,  OH. 
"Immensely  practical  psychology. "  R.H.,  CA.  "Keen  analysis  of 
greedy  minds.  "  J.L.,  CO.  "It  really  opened  my  eyes. "  C.E.,  OH. 
*  Probably  the  best  strategy  book  around.  So  beautifully  printed 
it  looks  and  feels  like  a  Bible,  but  this  is  a  precision  textbook  on 
how  to  be  ruthless.  Just  reading  it  is  a  little  frightening."  R.M., 
Whole  Earth  Catalog."/!  wealth  of  new  ideas  and  concepts."  F.L., 
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This  100,000-word  manual  by  Frank  R.  Wallace  shows,  step  by  step, 
how  you  can  win  considerable  money  by  applying  the  Advanced 
Concepts  of  Poker.  (Anyone  can  apply  these  concepts  to  any  level 
of  poker.)  Here  are  the  titles  for  a  few  of  the  120  advanced  concepts: 

•  How  to  be  an  honest  player  who  cannot  lose  at  poker. 

•  How  to  increase  your  advantage  so  greatly  that  you  can  break 
most  games  at  will.  How  to  prevent  games  from  breaking  up. 

•  How  to  win  fast.  How  to  avoid  winning  too  fast. 

•  How  to  extract  maximum  money  from  all  opponents. 

•  How  to  keep  losers  in  the  game.  How  to  make  winners  quit. 

•  How  to  mollify  players.  How  to  hurt  players. 

•  How  to  lie  and  practice  deceit.    (Only  in  poker  can  you  do  this 
and  remain  a  gentlemen.)  How  to  be  a  nongambler,  poker  player. 

•  How  to  see  unexposed  cards  without  cheating. 

•  How  to  remember  all  exposed  cards  and  ghost  hands. 

•  How  to  read  closed  hands  of  opponents.  How  to  avoid  being  read. 

•  How  to  beat  dishonest  players  and  cheaters. 

•  How  to  control  the  rules.  How  to  jack  up  the  stakes. 

•  How  to  produce  sloppy  and  careless  attitudes  in  opponents. 

•  How  to  make  good  players  disintegrate  into  poor  players. 

•  How  to  manipulate  opponents  through  distractions  and  hypnosis. 

•  How  to  locate  or  create  new  games  for  bigger  and  quicker  profits. 

•  How  to  operate  major  &  minor  league  games  with  farm  systems. 
Any  or  all  of  the  120  "Advanced  Concepts  of  Poker"  can  be 

mastered  by  using  the  unique  DTC  technique.  This  technique  will 
allow  you  to  control  poker  games  and  all  of  your  opponents. 

In  addition  to  offering  these  powerful,  money-making  concepts, 
this  book  is  an  in-depth,  definitive  treatment  of  poker.  The 
appendix,  for  example,  contains  the  most  complete  glossary, 
bibUography,  history  .  .  .  and  the  only  accurately  defined  tables  of 
odds  ever  published.  And,  very  important,  the  fundamental  errors 
embraced  by  the  136  poker  books  published  in  the  past  ninety 
years  are  systematically  identified  in  this  radically  different  book. 

This  book  is  also  crucial  for  defense  ...  for  protection  against 
players   secretly   using  these   concepts  to  extract  your  money. 

You  can  now  buy  this  hardbound  manual  directly  from  the 
publisher  for  $14.95  plus  75^  postage  and  handling.  (Not  available 
in  paperback  ^rjn  bookstores^  _Gift  card_jnclosed  ^n  jequesL 

Credit  Card"brders7PHONE"ToTL'FREE"(8ob)  228-2070,  ext.  128 
(or  order  by  mail)      (operators  on  24  hours) 

I  &  O  Publishing  Company,  Inc.    Please  send  me  copies  of 

224  Las  Vegas  Boulevard  North     Dr.  Wallace's  updated  and  revised 
Las  Vegas,  Nevada  89101  book,    POKER,    A    Guaranteed 

backs  this  and  every  book  sold     Advanced  Concepts  of  Poker,  lot 
by  our  com  pany  since  1968.      .$lf;.55Sp|us75(i«  postage  & 

(Check  one)  □  I  enclose  payment    □  Bill  my  credit  card  account 

NAME til  Master  Charge 

STREET CD  BankAmericard 

CITY LJ  American  Express 

STATE L- 1  Diners  Club 

ZIP  CODE n  Carte  Blanche 

Card  No Exp.Date 

For  foreign  orders,  add:  DsLSO  Surface  D$7.65  Foreign  Air  Mail 
□  Trade-in:  Enclosed  is  the  title  page  from  my  pre-1976  copy  of 
Wallace's  Poker  Manual.  Credit  $2.50  toward  my  new,  revised  copy. 
*  (All  books  shipped  in  npnidentifying  cartons)  * 
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ATLANIffSNEW 

TERNffnONAL  MEETING  HALL  HAS 

LARGEST  EXHIBITION  ROOM  IN  USA. 


"The  new  Georgia  World  Con- 
gress Center  is  a  reflection  of  the 
continuing  growth  in  international 
business  here  in  Atlanta  and 
throughout  the  state  of  Georgia!' 
Governor  George  Busbee's  state- 
ment is  borne  out  repeatedly  in 
the  scope  and  dimension  of  this 
thirteen-acre  trade  and  consumer 
show  and  convention  complex. 

The  massive  facility  features  a 
350,000  square  foot  exhibition 
hall,  22  large  meeting  rooms,  a 
2,000-seat  auditorium  equipped 
for  multi-lingual  simultaneous  in- 


terpretation, and  the  Georgia 
Hall,  a  comprehensive  informa- 
tion and  exhibit  area. 

Projeas  like  the  Georgia  World 
Congress  Center  are  keeping  At- 
lanta's current  development  mov- 
ing at  a  rate  that  more  than  doubles 
our  record  pace  of  the  1960's.  In 
faa,  while  many  cities  find  them- 
selves facing  economic  chaos, 
Atlantans  are  showing  their  con- 
fidence in  the  future  with  over 
Si  .5  billion  in  private  downtown 
development  already  under  con- 
struction or  firmly  committed. 


Ifs  this  kind  of  firm  commit- 
ment that  continues  to  make  At- 
lanta one  of  the  unique  cities  in 
the  world. 

For  more  information  about  At- 
lanta, write  to  J.H.  Wilkerson,  Di- 
rector of  Economic  Development 
and  Research,  Atlanta  Chamber 
of  Commerce,  1304  Commerce 
Bldg.,  Atlanta,  Georgia  30303,  or 
phone  (404)  521-0845. 
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Side  Lines 


Losers  And  Winners 

< 

Monkey-Business-In- Wall-Street  Department:  Late  in  1973,  wlien  the 
stock  market  was  collapsing  from  its  alltime  high  of  1050  on  the  Dow  Jones 
industrial  average,  Forbes  did  a  cover  story  asking:  "Is  Investment  Advice 
Worthless?"  We  featured  the  views  of  a  couple  of  professors.  Burton  Mal- 
kiel  of  Princeton  and  James  H.  Lorie  of  the  University  of  Chicago,  both  of 
whom  felt  that  trying  to  predict  the  stock  market  is  an  exercise  in  futility; 
both  are  proponents  of  what  is  known  as  the  random  walk  theory.  Said 
Malkiel:  "No  scientific  evidence  has  yet  been  assembled  to  indicate  that  the 
investment  performance  of  professionally  managed  portfolios  as  a  group  has 
been  any  better  than  that  of  randomly  selected  portfolios."  Last  month  we 
contacted  Malkiel  again.  He  is  on  leave  from  Princeton  University  and  is 
now    serving    on    the    President's    Council    of    Economic    Advisers.    Is 

Malkiel  still  a  random  walker? 
Says  he:i  "I  would  certainly 
still   subscribe   to   what    I 
said  then." 

Talking  to 
these  theoreti- 
cians in  1973 
inspired  the  ed- 
itors of  Forbes 
to  dust  off  an  experi- 
ment we  had  performed 
some  years  earlier  wherein  a 
group  of  us  had  thrown  darts 
at  the  market  page  of  The  New  York  Times.  From  the 
dart-pierced  names  we  constructed  a  theoretical  portfolio;  it  is  in  e\eiy  sense 
of  the  word  a  random  walk  portfolio.  We  have  been  tracking  that  portfolio 
ever  since.  The  last  time  we  showed  the  results  was  June  1,  1975:  We  found 
that  our  Dart  Board  Fund  had  handily  outperformed  the  stock  market  and 
virtually  all  of  the  professionally  managed  funds.  Is  it  still  keeping  up?  Or 
has  the  great  rally  of  1976  left  it  behind?  For  the  intriguing  answer,  see 
page  76. 


Down-So-Far- We've-Nowhere-To-Go-But- Up  Department:  Although  the 
Penn  Central  Railroad  is  bankrupt  as  can  be,  its  parent  company  hangs  on 
to  solvency  by  a  thread.  When  Reporter- Researcher  Paul  Blustein  tele- 
phoned the  offices  of  Penn  Central  Co.  in  Philadelphia  last  month,  Archi- 
bald Johnson,  chairman  of  the  holding  company,  came  to  the  telephone. 
Blustein  wanted  to  talk  to  Johnson  about  PC's  prospective  tax-loss  carry- 
forwards which,  in  theory  at  least,  could  run  into  the  billions  of  dollars. 
"Too  complicated,"  muttered  Johnson.  Blustein  asked  if  we  could  talk  with 
PC's  tax  lawyer.  Again,  Johnson  said,  No:  The  lawyer  would  charge  the 
company  for  the  time  he  spent  on  the  telephone  and  Penn  Central  can  i 
afford  the  fee.  The  persistent  Blustein  found  out  who  the  lawyer  was  ami 
telephoned  him  anyway.  The  result  was  .some  fascinating  informafion  on 
the  Penn  Central's  chances  of  salvaging  something  for  its  common  stock- 
holders ("The  Numbers  Game,"  p.  38).  By  the  way,  the  lawyer  did 
not  charge  PC  for  the  conversation.  ■ 
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TheUM  Street  Journal 


isntjust 
a  fair-weather  friend 


These  are  not  the 
sunniest  times  for  people 
in  business.  World  events 
have  fouled  the  weather, 
and  uncertainty  clouds 
the  future. 

We  suggest  that 
there  has  never  been  a 
better  time  to  read  The 
Wall  Street  Journal. 

Now,  more  than  ever,  it  is  important 
that  you  have  up-to-the-minute,  in-depth, 
unbiased  business  information  to  use  to  plan 
your  moves.  The  Journal  gives  you  such 
information  every  business  day  —  gathered, 
edited  and  organized  by  the  world's  largest 
staff  of  business-news  experts. 

From  around  the  world.  The  Journal 
reports  everything  that  happens  that  can 
affect  business  —  Washington,  the  Mid  East, 
London,  Paris,  the  Far  East,  Tokyo,  Detroit. 
Not  just  what  is  being  done,  but  what  is 
being  thought.  Not  just  what  has  happened, 
but  what  may  happen.  Authoritatively. 
Clearly.    Dependably.    And   daily  — so    you 


have  time  to  act  upon  it. 
If  you  send  in  the 
attached  card,  you  can  get 
The  Wall  Street  Journal 
delivered  to  your  home  or 
office  every  business  day 
for  only  864:''  a  week  for  any 
period  from  13  weeks  to  a 
year.  If  the  card  is  missing, 
call  this  toll-free  number: 
800-257-0300.  (In  New  Jersey  call  800-462- 
2000.)  For  new  subscriptions  only 

Try  Tlie  Journal.  It  can't  make  the  rain 
stop;  but  it  may  help  to  keep  you  from  get- 
ting drenched.        PV^^ 

The 

Wall  Street 

Journal 

2B592  'Price  good  in  United  States  and  possessions. 


Congress  is  telling  you  to  change  your 

company^  employee  benefits  pn^ram. 

Here's  how  that  can  work  toi  your  advantage. 


\ 


No  one  has  to  tell  you  that  legislative  changes  have  a  great  bearing  on  your  company's 
employee  benefits  program.  But  while  these  changes  may  be  burdensome  and  costly,  we  at 
Alexander  &  Alexander  would  like  to  show  you  how  to  make  these  changes  work  for  you. 

Because  they  present  an  opportunity  for  your  company  to  totally  re-evaluate  and  overhaul 
your  entire  benefits  program.  Something  that  we  at  Alexander  &  Alexander  can  help  you  do. 
By  pointing  out  costly  gaps  and  overlaps  in  your  coverage.  By  showing  you  where  you  may  be 
spending  too  much — or  not  enough. 

After  all,  30  %  of  an  average  company's  payroll  goes  to  employee  benefits.  We  think 
you  should  get  as  much  out  of  them  as  your  employees  do. 

If  your  insurance  broker  isn't  doing  all  of  this  for  you,  maybe  you've  outgrown  him.  And 
maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.  Y.  1 0036.      mi  ■ 

Alexander 
^^exander 


How  thousands  of  companies 
have  saved  millions  of 

with  Budoet's  Coro-Ri 


WE  COST  LESS 

Budget's  Corp-Rate®  saves  your 
company  money,  because  all  you 
pay  is  the  low  flat  daily  rate  and 
gas  actually  used.  In  fact,  the  more 
you  drive,  the  more  money  you 
save  because  there's  no  mileage 
charge.  Compare  the  savings  of 
Corp-Rate  with  other  major 
corporate  rental  plans  on  a  typical 
70-mile  business  trip  in  a 
standard/intermediate  car  over 
the  past  5  years. 


Hertz  and  Avis  rates  calculated  for  a  one-day,  70- 
mlle  trip  as  per  the  OAQ  for  January  of  each  year 
based  on  time  and  mileage  charges,  gas  Included, 
less  20%  discount. 

Budget  rates  calculated  for  a  one-day.  70-mile  trip 
at  Corp-Rate  for  January  of  each  year  based  on  a 
flat  dally  rate,  no  mileage  charges,  gas  computed 
at  3«/mile  for  1971,  1972  and  1973.  Gas  Computed 
at  5C/mile  for  1974,  1975  and  1976. 

Find  out  for  yourself  how  quick 
and  convenient  it  is  to  reserve  a 
car  from  Budget  in  the  U.S., 
Canada  or  worldwide.  See  your 
travel  agent  or  call  toil  free. 

800-228-9650 


WE'RE  THERE 
WHEN  YOU  GET 
OFF  THE  PLANE. 

No  matter  where  your  people 
travel.  Budget  is  there,  serving 
virtually  all  major  North  American 
airports,  with  in-terminal  counters 
in  most.  We're  only  minutes  away 
from  others  with  prompt  pick-up. 

Now  your  people  can  choose  a 
compact  or  intermediate/standard 
size  car  at  Corp-Rate  savings  at 
participating  locations. 


WE  HAVE  A 
GREAT  RECORD. 

Since  the  Corp-Rate  system  was 
conceived,  we've  added  many 
satisfied  companies  to  our  list  of 
clients.  And,  the  number  is  growing 
larger  every  year. 

The  reason  is  service. 

The  reason  is  savings. 

The  reason  is  convenience. 

We  know  that  when  you  rent  a  car, 
you're  busy.  You  want  your  people 
to  get  to  their  destinations 
promptly,  in  cars  they  will  be  proud 
of,  for  the  lowest  possible  cost. 


Get  complete  details  on  Budget's  sensible,  money-saving  Corp-Rate 
Plan.  Call  the  Director  of  Commercial  Sales  collect  (312-641-0424), 
send  the  coupon  below  or  staple  your  business  card 
to  this  page  and  mail  to: 


Director  of  Commercial  Sales 

Budget  Rent  a  Car  Corporation  of  America 

35  East  Wacker  Drive 

Chicago,  Illinois  60601 


We  feature 
GM  and  other 
fine  cars. 


D  Please  have  your  representative  call  me. 

D  Please  send  me  complete  details  on  your  Corp-Rate  Plan. 


NAME. 


-TITLE. 


COMPANY . 


ADDRESS. 


CITY STATE- 

In  Canada,  write: 

Budget  Rent  a  Car  of  Canada  Limited,  2300  Yonge  Street, 

Toronto,  Ontario  twl4P1E4:  or  Call:  416-486-2919 


-ZIP. 


F-1 


Budget 


rent  a  car 


Thelalking  Bridge. 


Today,  when  people  in 
Cape  Coral,  Florida,  want  to  talk 
to  ijieir  neighbors  across  the 
Caloosahatchee  River,  they  just 
pick  up  the  telephone.  And  talk 
over  the  bridge. 

Instead  of  connecting  these 
i   areas  by  laying  cable  across  the 
^   river  bottom,  United  Telephone 
«   had  a  better  idea. 

•  Stretching  the  cable  through 

^   some  3,400  feet  of  Cape  Coral 
"   Bridge  railing. 

Saving  money  and  assuring 
]   quick  restoration  of  service  in  the 
I   event  of  future  cable  damage. 
Imagination. 

We  might  add  that  only  in  an 
environment  that  encourages 
creative  enterprise  instead  of 
stifling  it,  can  imagination  flourish. 

And  we  at  United  Telecom 
want  to  remind  you  that 
preserving  this  environment , 
equally  beneficial  to  us  all,  is  the 
job  of  us  all. 


United  lelecom  ■■■ 

United  Telecommunications.  Inc     HHH 

We  operate  the  United  TelephcMic 
System,  America's  3rd  largest. 


,  ^nited  Telecommunications,  Inc.,  P.O.  Box  11315.  Plaza  Station,  Kansas  City  Missouri  64112 
Lnitcd  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company 
New  York  Stock  Exchange  symbol:  UT  Newspapei  listing:  UniTel 


Trends  &Tangents 

Foreign 

Pay  One  Bill 

Reports  have  begun  to  bubble 
around  the  Middle  East  that  the  ma- 
jor oil-producing  Arab  states,  in  co- 
operation with  the  U.S.  and  interna- 
tional bodies  like  the  World  Bank,  are 
going  to  consolidate  Egypt's  debts. 
The  first  sketchy  details  of  what  is 
planned  speak  of  Egypt's  debt  both 
to  the  Russians  and  the  West  being 
paid  off  by  the  wealthy  states  and 
banks;  Egypt  in  turn  would  repay 
the  $11  billion-plus  over  20  years  at 
low  interest.  The  purpose  is  to  free 
Egypt  from  the  constant  peril  of  de- 
fault and  allow  it  to  get  on  with  re- 
building. A  somewhat  similar  debt 
consolidation  plan  is  reported  to  be 
suggested  by  the  U.S.  for  Italy. 


Business 

stockholder  Power 

History  was  made  recently  when, 
apparently  for  the  first  time  any- 
where, a  group  of  shareholders  in 
Utah  Power  &  Light  intervened  in 
rate  proceedings  before  public  ser- 
vice commissions  in  Utah  and  Idaho. 
Three  times  during  the  last  two  years 
the  company  sold  common  stock  be- 
low book  value  in  an  expansion  move 
to  fulfill  state  franchise  obligations  to 
meet  anticipated  power  demands  in 
its  service  area.  The  shareholders 
argue  that  sales  of  common  below 
book  value  dilutes  their  interest  in  the 
equity  and  future  earnings  of  the 
company  and  constitutes  confiscation 
of  stockholder  property  without  rea- 
sonable compensation.  A  favorable 
ruling  could  well  spark  similar  inter- 
vention elsewhere. 

Sunny  Days  For  Sunglasses 

Last  year  may  have  been  dismal 
economically,  but  people  were  look- 
ing at  the  world  through  rose,  green 
and  silver  sunglasses.  They  put  out 
$330  million  for  them  at  retail,  a  rec- 
ord n%  above  1974,  according  to 
Foster  Grant,  the  world's  largest  man- 
ufacturer. Why?  Says  a  Foster  Grant 
spokesman,  "Sunglasses  have  become 
a  fashion  accessory.  Instead  of  a  sin- 
gle purchase,  men  and  women  are 
buying  three,  four,  even  five  pairs  a 
\ear  to  go  with  their  wardrobe." 

Flying  Lovers 

Colonial  Penn  (Forbes,  Feb.  1) 
isn't  the  only  insurance  company 
with  cozy  ties  to  a  trade  association. 
Tiny     Avemco,     with     premiums     of 


$12.2  million,  is  the  "officially  ap- 
proved insurer"  of  the  180,000-mem- 
ber  Aircraft  Owners  &  Pilots  Associa- 
tion. On  joining,  AOPA  members 
automatically  subscribe  to  Avemco's 
accident  plan  for  a  sum  neatly  in- 
cluded in  the  total  dues  amount.  But 
there's  more.  In  return,  Avemco  pays 
AOPA  a  "fee"  tied  to  the  volume  of 
business  AOPA  generates,  and  gets 
the  use  of  AOPA's  mailing  list,  which 
it  then  uses  to  sell  its  main  money- 
maker—aircraft liability  policies.  On 
top  of  that,  AOPA's  president  sits  on 
Avemco's  board.  And  just  to  avoid 
being  lonely  at  night,  both  are  located 
in  the  same  building  in  suburban 
Washington. 


Washington 


EPA  Says  Nix  To  Baby 

Businessmen,  take  heart.  Russell 
Train,  the  55-year-old  chief  of  the 
Environmental  Protection  Agency,  re- 
cently set  some  limits  for  the  long 
arm  of  the  EPA.  A  press  conference 
questioner  asked  the  tax  court  judge- 
tumed-environmentalist  whether  par- 
ents-to-be should  have  to  file  his 
agency's  infamous  environmental  im- 
pact statements.  His  reply:  "I  don't 
know  if  they'd  be  able  to  complete  it 
in  the  requisite  nine  months."  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCmPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

It's  true.  You  can  still  make 
money  here  in  Mississippi. 
Partly  because  of  favorable 
laws  and  tax  structure.  Partly 
because  of  our  "start-up"  pro- 
gram that  pre-trains  your  labor 
force  free.  Partly  because  of 
abundant  raw  materials  and 
transportation. 

But  mostly  because  "profit" 
simply  isn't  a  dirty  word  here. 
Which  is  why  so  many  com- 
panies are  coming  to  Mississippi 
to  seek  their  fortunes. 

But  money  isn't  everything  — 
to  coin  a  phrase.  Mississippi 
also  offers  a  very  special  kind 
of  "workman's  compensation" 
you  just  can't  find  in  most 
places. 

For  more  information,  write 
for  our  free  color 
brochure.  It  may 
give  you  second   /^    '^''^Htui^ 
thoughts  about  '"  ^ 

where  to  put 
that  new  plant. 


Industrial  Dept. 

Mississippi  A&I  Board  '  FB 

P.O.  Box  849,  Jackson,  Mississippi  39205 

Along  with  my  Re-Think  Mississippi 
button,  please  send  me  information  on 
Industrial    Opportunities. 


Name 
Title- 


Business. 
Address- 

City  

State 


Zip. 
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When  the  economy  went  out  to  luncH 
and  the  belly  achers  bellyached,  who 
to  work?  We  did." 


ast  year,  and  the  cry  babies  cried 
oiled  up  their  sleeves  and  went 


An  interview  with  Gilbert  F.  Richards,  Chairman  of  the 
Board  and  Chief  Executive  Officer,  The  Budd  Company. 


The  economy  dished  out  some  pretty  rough  times 
for  all  of  us.  It's  still  not  over.  But  it's  getting  better, 
little  by  little.  However,  we're  not  waiting.  This  is 
one  company  that's  been  pushing  for  better  times. 
Real  hard. 

The  first  quarter  of  1975  was  bad  news.  Fortu- 
nately, I  can  say  our  results  for  each  quarter  have 
become  successively  better.  And  that's  in  spite  of  the 
worst  recession  since  the  1930's.  And  that's  in  spite 
of  the  lowest  sales  by  the  automotive  industry  in 
more  than  a  decade. 

And  I  can  tell  you,  too,  although  our  sales  were 
down  8  percent,  our  pre-tax  earnings  of  $15.7  million 
exceeded  the  pre-tax  earnings  of  $14.7  million  in  1974. 

Basically,  our  picture  is  a  fairly  decent  one  for 
two  reasons :  First,  we  had  prepared  ourselves.  With 
lower  operating  costs.  With  more  efficiencies.  And 
with  old  and  new  market  expansions.  Second,  the 
economy  got  better  and  our  sales  started  growing 
again. 

Over  the  past  two  years  alone,  we've  invested 
some  $63  million  in  plant  equipment  and  special 
tools.  This  includes  two  new  foundry  plants,  one  in 
Mexico,  the  other,  an  all-electric  one,  in  Wisconsin. 
We  also  examined  our  balance  sheet  upside  down  and 
backwards  to  find  ways  to  improve  it.  And  we  did, 
so  we  have  much  greater  financial  flexibility.  Our  re- 
search and  developnient  activities  are  moving  full 
speed  ahead.  And  on  worthwhile  projects.  We  pushed 
into  other  markets.  Our  international  capability  is  on 
the  upswing  especially  with  new  developments  in 
the  Middle  East. 

Here  are  some  other  encouraging  things  that  came 
our  way  this  past  year.  Our  Railway  Division  is  de- 
livering, on  schedule,  492  brand  new  railcars  for 
AMTRAK.  And  another  300  car  order  to  Sao  Paulo 
and  Rio  de  Janeiro,  Brazil,  was  started.  This  order 
includes  both  subway  and  suburban  railcars.  Some 
interesting  rail  opportunities  have  also  been  opening 
up  in  the  Middle  East. 

At  the  end  of  1975,  Gindy  Mfg.  Corporation 
officially  became  the  Trailer  Division  of  The  Budd 
Company.  We're  looking  for  growth  here.  We  have 
customers  as  far  away  as  the  Middle  East,  the 
Caribbean,  Europe,  Scandinavia,  South  Africa  and 
Australia  for  our  trailers,  containers  and  container 
chassis.  And  to  keep  our  good  customers  and  attract 
new  ones,  the  division  is  already  busy  with  the  intro- 
duction of  a  new  line  of  products.  We  believe  this 
year  will  be  much  better  for  this  new  family  addition. 

There's  good  news  about  our  plastics  operations, 
as  well.  Though  plastics  sales  were  down  in  '75,  this 
end  of  our  business  continues  to  look  strong  because 
more  and  more  lightweight  engineered  plastic  prod- 
ucts are  needed  in  the  many  end  product  areas  we 
supply,  including  automobiles  and  trucks.  We've  ex- 


panded our  plants  in  the  European  Common  Market, 
Our  new  plastics  Research  and  Development  Center 
in  Troy,  Michigan,  is  now  complete.  We're  operating 
a  new  plastics  plant  at  Phoenixville,  Pa.,  expanding 
our  North  Baltimore,  Ohio,  plant  and  we're  going  to 
enlarge  the  Carey,  Ohio,  plant  this  year.  Around  the 
world  our  plastics  operations  are  growing  rapidly 
and  we  think  the  next  five  years  will  show  equally 
dramatic  growth. 

As  a  major  supplier  to  the  automotive  industry, 
Budd  participates  in  a  wide  variety  of  passenger  car, 
van  and  truck  models.  We  have  the  capacity  and 
flexibility  to  respond  to  increased  demand,  regardless 
of  fluctuation  in  model  types.  Our  continuing  re- 
search into  lightweight  materials  for  lighter  structures 
will  have  a  great  bearing  on  our  automotive  capabil- 
ities and  sales  in  the  years  to  come. 

So,  that's  a  year  gone  by.  Based  on  our  quarter- 
by-quarter  improvement  in  earnings  recorded  in 
1975  and  our  favorable  outlook  for  1976,  the  Board 
of  Directors  increased  the  common  dividend  to  20^ 
per  share  payable  March  1,  1976  to  shareholders 
of  record  February  10,  1976. 

The  Budd  Company  knows  what  it's  doing.  And 
where  it's  going.  Around  the  world. 


T»£ 


I 


COMPAA/y 

2155  W.  Big  Beaver  Road 
Troy,  Michigan  4B084 


Budd's  management  team  recently  came  from 
around  the  world  for  a  five-year  planning  meeting  in 
Washington,  D.C.  While  there,  they  exchanged 
views  and  thinking  with  a  number  of  Congressmen 
and  people  from  government  agencies. 


Readers  Say 


The  Boondoggle 

Sir:  Your  story  "Boondoggle"  (Mar. 
1)  concerning  the  Tennessee- Tom- 
bigbee  Waterway  project  indicates 
that  Congress  learned  of  the  increased 
costs  of  this  project  "almost  by  ac- 
cident." This  is  ridiculous  and  reflects 
a  lack  of  knowledge  of  the  continu- 
ing review  process.  Each  year  the 
Corps  of  Engineers  must  submit  a  re- 
vised   justification    for    every    project 


proposed  or  under  construction  to  the 
Subcommittee  on  Public  Works  Ap- 
propriations, which  I  am  honored  to 
serve  as  chairman.  As  for  that  term 
"pork  barrel,"  over  the  last  140  years 
expenditures  by  the  Army  Corps  for 
shallow-draft  inland  and  intracostal 
waterways  totaled  $4.5  billion.  More 
than  $22  billion  has  been  spent  on 
airway  and  airport  development  and 
for  subsidies  to  domestic  airlines  since 
1952.  Aknost  $6  billion  has  been 
spent  on  mass  transit  in  the  past  10 
years.  Almost  $100  billion  has  been 
spent  by  the  Federal  Government  on 
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highway  development  and  building 
since  the  early  1920s. 

Rep.  Joe  L.  E\ins 
(Dem.,  Tenn.) 

Washington,  D.C. 

Sra:  A  large  portion  of  the  criticized 
cost  escalation  resulted  from  delays 
caused  by  the  long,  unsuccessful  liti- 
gation of  the  project's  opponents. 
You  describe  Tenn-Tom  as  a  "mul- 
timillion-dollar steel  and  cement  re- 
minder of  how  the  southern  states 
with  their  staunch  ally,  the  U.S. 
Army  Corps  of  Engineers,  are  winning 
today's  economic  war  between  the 
states."  Between  fiscal  1972  and  1976, 
Congress  appropriated  $143.5  million 
for  Corps  projects  in  New  York.  As 
with  the  Tenn-Tom  locks,  commercial 
vessels  using  New  York  navigation 
facilities  pay  no  user  fees. 

—Harry  N.  Cook 

Executive  Vice  President, 

Nat'l.  Waterways  Conference,  Inc. 

Washington,  D.C. 

Sir:  You  apparently  feel  it  is  all 
right  for  New  York  to  receive  enor- 
mous amounts  of  federal  aid  but 
wrong  for  the  South  to  receive  any. 
Cancel  my  subscription. 

— J.\.MEs  S.  Armstrong 
Jackson,  Miss. 

Not  A  Boo- Boo 

Sir:  I  don't  think  "How  To  Reclaim 
$Billions  From  Two  Gargantuan  Boo- 
Boos"  {Fact  6-  Comment,  Mar.  1)  is 
accurate  as  far  as  the  catalytic  con- 
verter is  concerned.  On  Dec.  9,  1969, 
General  Motors  asked  AC  Spark  Plug 
Division  to  assume  responsibiUty  for 
designing,  developing  and  manufac- 
turing an  automotive  catalytic  con- 
verter. As  chief  of  the  division,  I  have 
spent  the  largest  portion  of  my  time 
guiding  this  program.  The  catalytic 
converter  is  one  of  the  greatest  de- 
velopments to  occur  in  the  automotive 
indiLstry  in  years.  With  it  we  have 
significantly  improved  our  fuel  ea)no- 
my,  drivability  and  performance. 

— T.E.  HrsTEAi) 

Chief  Engineer. 

AC  Spark  Plug  Div.. 

General  Motors 

Flint,  Mich. 

What  He  Really  Meant 

.SiH:  Hf  yoin  article  "Fiipcr  Tigei" 
(Mar.  1).  Kimberly-Clark  has  in(lee<I 
had  innrh  to  say  in  recent  years  as  its 
earnings  rose  fn)n)  $1.35  a  share  in 
1971  to  $4.42  in  1975.  a  reconl 
matched  by  few  if  any  other  paper 
companies.  I  suspect  this  record  is 
what  Chairman  Darwin  Smith  was 
referring  to  when  he  .said,  "I've  al 
ways  .said  that  the  best  evidrnct^  ol 
( Continued  on  pa  fir  9.9 ) 
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Laser  Beam 
Digital  watch 

Never  press  another  button,  day  or  night, 
with  America's  first  digital  watch  that 
glows  in  the  darl<. 


Announcing  Sensor's  new  Laser  220- 
the  first  really  new  innovation 
in  digital  watch  technology. 


It's  ingenious,  it's  simple  and  it  makes 
every  other  digital  watch  obsolete.  Scientists 
have  perfected  a  digital  watch  with  a  self-con- 
tained automatic  light  source— a  major  scien- 
tific breakthrough. 

SELF-CONTAINED  LIGHT  SOURCE 

The  Laser  220  uses  laser  beams  and  ad- 
vanced display  technology  in  its  manufacture. 
A  glass  ampoule  charged  with  tritium  and 
phosphor  is  hermetically  sealed  by  a  laser 
beam.  The  ampoule  is  then  placed  behind  the 
new  Sensor  CDR  (crystal  diffusion  reflection) 
display. 

The  high-contrast  CDR  display  shows  the 
time  constantly-in  sunlight  or  normal  room 
light.  But,  when  the  room  lights  dim,  the 
self-contained  tritium  light  source  automati- 
cally compensates  for  the  absence  of  light, 
glows  brightly,  and  illuminates  the  display. 

No  matter  when  you  wear  your  watch— day 
or  night-just  a  glance  will  give  you  the 
correct  time.  There's  no  button  to  press,  no 
special  viewing  angle  required,  and  most 
important,  you  don't  need  two  hands  to  read 
the  time. 


Replace  the  battery  yourself  by  just  opening 
the  battery  compartment  with  a  penny. 
Free  batteries  are  provided  whenever  you 
need  them  during  the  five-year  warranty. 


A  WORRY-FREE  WATCH 

Solid  state  watches  pose  their  own  prob- 
lems. They're  fragile,  they  must  be  pampered, 
and  they  require  frequent  service.  Not  the 
Laser  220.  Here  are  just  five  common  solid- 
state  watch  problems  you  can  forget  about 
with  this  advanced  space  age  timepiece: 

1.  Forget  about  batteries  The  Laser  220  is 
powered  by '  a  single  EverReady  battery 
that  will  actually  last  years  without  replace- 
ment-even if  you  keep  the  220  in  complete 
darkness.  In  fact,  JS&A  will  supply  you  with 
the  few  batteries  you  need,  free  of  charge, 
during  the  next  five  years.  To  change  the 
battery,  you  simply  unscrew  the  battery 
compartment  at  the  back  with  a  penny  and 
replace  the  battery  yourself. 

2.  Forget  about  water  Take  a  shower  or  go 
swimming.  The. Laser  220  is  so  water-resistant 
that  it  withstands  depths  of  up  to  100  feet. 

3.  Forget  about  shocks  A  three  foot  drop 
onto  a  solid  hardwood  floor  or  a  sudden  jar. 
Sensor's  solid  case  construction,  dual-strata 
crystal,  and  cushioned  quartz  timing  circuit 
make  it  one  of  the  most  rugged  solid-state 
quartz  watches  ever  produced. 

4.  Forget  about  service  The  Laser  220  has 
an   unprecedented    five  year  parts  and   labor 


warranty.  Each  watch  goes  through  weeks  of 
aging,  testing  and  quality  control  before 
assembly  and  final  inspection.  Service  should 
never  be  required.  Even  the  laser-sealed 
light  source  should  last  more  than  25  years 
with  normal  use.  But  if  it  should  require 
service  anytime  during  the  five  year  warranty 
period,  we  will  pick  up  your  Sensor,  at 
your  door,  and  send  you  a  loaner  watch  while 
yours  is  repaired-all  at  our  expense. 

5.  Forget  about  changing  technology  The 
Sensor  Laser  220  is  so  far  ahead  of  every 
other  watch  in  durability  and  technology  that 
the  watch  you  buy  today,  will  still  be  years 
ahead  of  all  others. 

THE  ULTIMATE  ACHIEVEMENT 
Other  manufacturers  have  devised  unique 
ways  to  produce  a  watch  you  can  read  at  a 
glance.  The  new  $300  LED  Pulsar  requires  a 
snap  of  the  wrist  to  turn  on  the  display,  but 
the  Pulsar  cannot  be  read  in  sunlight.  The  new 
$400  Longine's  Gemini  combines  both  an 
LED  and  liquid  crystal  display.  (Press  a 
button  at  night  for  the  LED  display,  and  view 
it  easily  in  sunlight  with  the  liquid  crystal 
display.)  But  you  must  still  press  a  button  to 
read  the  time.  All  these  applications  of 
existing  technology  still  fail  to  produce  the 
ultimate  digital  watch:  one  you  can  read 
under  all  light  conditions  without  using  two 
hands.  Until  the  introduction  of  the  Sensor. 

PLENTY  OF  ADVANCED  FUNCTIONS 

"Sensor's  five  time  functions  give  you 
everything  you  really  need  in  a  solid-state 
watch.  Your  watch  displays  the  hours  and 
minutes  constantly,  with  no  button  to  press. 
But  depress  the  function  button  and  the 
month  and  the  date  appear.  Depress  the 
button  again  and  the  seconds  appear.  To 
quickly  set  the  time,  insert  a  ball-point  pen 
into  the  recessed  time-control  switch  on  the 
side.  It's  )ust  that  easy 
Sensor's  accuracy 
solid-state  digitals  use 
does  the  Sensor.  But 
uency  from  aging  and 
them,  the  watch  case  must  be  opened  and  an 
airtight  seal  broken  which  may  affect  the 
performance.  In  the  Sensor,  the  crystal  is  first 
aged  before  it  is  installed,  and  secondly, 
it  is  actually  cushioned  in  the  case  to  absorb 
tremendous  shock.  The  quartz  crystal  can 
also  be  adjusted  through  the  battery  compart- 


is  unparalleled.  All 
a  quartz  crystal.  So 
crystals  change  freq- 
shock.  And   to  reset 


Would  you  do  this 
with  your  solid-state 
watch?  Of  course  not. 
Most  solid-state  watch- 
es require  care  and  pampering  but  not  the 
Sensor.  You  can  dunk  it,  drop  it  and  abuse  it 
without  fear  during  its  unprecedented  five- 
year  parts  and  labor  warranty. 


ment  without  opening  the  case.  In  short, 
your  watch  should  be  accurate  to  within  5 
seconds  per  month  and  maintain  that  accura- 
cy for  years  without  adjustment  and  without 
ever  opening  the  watch  case. 

STANDING  BEHIND  A  PRODUCT 

JS&A  is  America's  largest  single  source  of 
digital  watches  and  other  space-age  products. 
We  have  selected  the  Sensor  Laser  220  as  the 
most  advanced  American-made,  solid-state 
timepiece  ever  produced.  And  we  put  our 
company  and  its  full  resources  behind  that 
selection.  JS&A  will  warranty  the  Sensor 
(even  the  batteries)  for  five  full  years.  We'll 
even  send  you  a  loaner  watch  to  use  while 
your  watch  is  being  repaired  should  it  ever 
require  repair.  And  Sensor's  advanced  tech- 
nology guarantees  that  your  digital  watch  will 
be  years  ahead  of  any  other  watch  at  any 
price. 

Wear  the  Laser  220  for  one  full  month.  If 
you  are  not  convinced  that  it  is  the  most 
rugged,  precise,  dependable  and  the  finest 
quality  solid-state  digital  watch  in  the  world, 
return  it  for  a  prompt  and  courteous  refund. 
We're  just  that  proud  of  it. 

To  order  your  Sensor,  credit  card  buyers 
may  simply  call  our  toll-free  number  below 
or  mail  us  a  check  in  the  amount  indicated 
below  plus  $2.50  for  pos.age,  insurance  and 
handling.  (Illinois  residents  add  5%  sales  tax.) 
We  urge  you,  however,  to  act  promptly 
and  reserve  your  Laser  220  today. 

Stainless  steel  w/leather  strap $129.95 

(Add  $10  for  matching  metal  band) 

Gold  plated  w/leather  strap $149.95 

(Add  $10  for  matching  metal  band) 
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The  new  exclusive  laser -sealed  tritium  aiiu 
phosphor  light  source  is  a  thin  solid-state  tube 
that  automatically  illuminates  the  display 
when  the  lights  dim. 


Depl   FB  JS&A  Plaza 

Northbrook,  Illinois  60062 

CALL  TOLL  FREE  .  .  800  323  6400 

tn  Illinois  call (312)  498-6900 

©JS&A  Group.  Inc  ,  1976 
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Jaguars  are,  and  always  have  been,  strikingly  indi- 
vidual cars.  This  is  the  result,  not  of  any  special  com- 
pulsion to  be  different,  but  of  a  dedication  to  excel- 
lence that  extends  to  every  part  of  the  car. 

It  is  not  enough,  for  instance,  that  Jaguar's  engines 
be  strong  and  powerful.  They  must  also  be  smooth, 
responsive  and  very  reliable. 

It  is  not  enough  that  the  Jaguar  sedan  handles  like 
a  sports  car,  with  all-independent  suspension,  four- 
wheel  power  disc  brakes  and  rack  and  pinion  steering. 
The  car  must  also  be  uncannily  silent  in  motion,  even 
at  the  extremes  of  high  performance  motoring. 

Nor  is  conventional  luxury  sufficient  to  meet 
Jaguar's  standard.  The  Jaguar  dash  is  covered  with 
real  burled  walnut,  the  seats  are  faced  in  topgrain 
hides  and  the  level  of  amenity  throughout  is  remark- 
ably complete.  Hven  the  thermostatically  con-  [aj 
trolled  self-adjusting  air-conditioning  system  and..^  a 
the  AM/FM  radio.  8-track  tape  deck  and  stereo-  A 
phonic  speakers  are  standard  equipment.  V 

^^    Even  the  Jaguar  warranty  is  an  uncommon    Iki 


LEYLANO 


commitment.  For  12  months,  regardless  of  mileage. 
Jaguar  will  replace  or  repair  any  part  of  the  car  that 
is  defective  or  that  simply  wears  out,  provided  only 
that  the  car  is  properly  maintained.  The  only  excep- 
tions are  the  tires,  which  arc  warranted  by  the  tire 
manufacturer,  and  spark  plugs  and  filters,  which  are 
routine  replacement  items.  Fven  then,  if  they  are  de- 
fective. Jaguar  will  pay  to  replace  them 

You  may  order  the  incomparable  Jaguar  \J  sedan 
powered  by  either  the  electronically  fuel-injected, 
short-stroke  V-12,  or  by  the  history-making  iKiuble- 
overhead  cam  Jaguar  Six.  both  with  automatic  trans- 
mission standard. 

In  either  case,  you  will  be  in  ctniimand  of  one  of  the 
world's  few  luxury  high-performance  cars  built  with- 
out compromise  to  the  highest  standards  of  perforni- 
[m]   mance.  handling  and  amenity. 
k  I'or  the  name  of  the  Jaiiuar  dealer  nearest  vmi. 

M  callthesenumberstoll-free;(S()())447  47()().i)r.in 
/  Illinois,  (800)  322-4400.  British  I  eyland  Motors 
^    Inc  .  l.eonia.  New  Jersey  07M)5. 


Jaguar 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TIME  TO   TRY   FATHOMING  THE  JIMMY  CARTER  PHENOMENON 


And  the  place  to  begin  is  with  Richard  Reeves'  ex- 
traordinarily perceptive  piece  in  the  Mar.  22  issue  of  New 
York  magazine.  The  fact  that  the  most  insightful,  unven- 
omous  piece  on  the  subject  is  in  a  medium  whose  audience 
is  largely  among  the  Self-Anointed  Enlightened  and  With- 
it  Lifestylers  is  in  itself  a  prime  example  of  the  Carter 
phenomenon. 

Mr.  Reeves'  footnote  touched  me  and  son  Steve  to  the 
quick: 

"I  first  met  Carter,  actually,  more  than  a  year  ago 
when,  in  the  process  of  courting  the  press,  he  in- 
vited me  to  breakfast.  But  I  don't  cotmt  that,  be- 
cause I  didn't  pay  any  attention.  I  thought  he  was 
wasting  his  time  (and  mine)  and  I  can't  remember 
a  word  he  said." 
That  almost  perfectly  describes  what  happened  to  me 


and  Steve  when  Jimmy  Carter  came  to  call  last  Septem- 
ber 23rd.  For  a  half  hour,  he  sat  in  my  office  speaking 
nigh-trite  truisms  softly.  He  asserted  with  unfervored  flat- 
ness that  he'd  win  in  New  Hampshire  and  Florida  and 
be  the  next  President.  The  two  of  us  afterward  could  only 
marvel  at  the  absurdity.  We  agreed  we'd  been  more  im- 
pressed with  what  we'd  read  of  him  than  we  were  by  him 
during  his  visit.  We  both  opined  he'd  finish  in  the  polls 
and  early  primaries  somewhere  behind  Sargent  Shriver 
and   "Others." 

From  reading  Reeves,  I  can  better  understand  Jimmy 
Carter's  Happening.  I'm  still  far  from  persuaded  that  the 
Carter  Political  Miracle  will  come  to  pass.  As  one  gets 
closer  to  the  election,  I  think  the  delegates  and  people 
may  conclude  this  seeming  oasis  in  the  political  desert 
is  a  mirage. 


NOTES   ON  A   SAN  FRANCISCO   VISIT 


NO  hanker  better  personifies  the  traditional  banker's 
\irtues  of  yitegrity  and  solid  sense  than  Tom  Clausen, 
boss  of  the  biggest  bank  in  the  world,  The  Bank  of  Amer- 
ica. A  temperate,  firm-minded  banking  conservative,  he 
uryK  chuckles  at  the  \indication  of 
Hank  of  America's  less  than  go-go 
course  in  recent  years.  I  realK'  en- 
joyed talking  to  this  foresighted  fellow 
who  supports— and  in  his  latest  an- 
nual report  practices— greater  disclo- 
sure, letting  both  depositors  and  stock- 
holders know  where  their  mone\-  is 
and  how  it's  doing.  .  .  . 


But  he  shares  neighboring  banker 
Richard  Cooley's  deep  concern  that 
from  Congress  and  the  regulatory 
agencies  will  come  overkill:  account- 
ing "reforms"  that  would  severely  re- 
strict the  bank's  lending  capabilities, 
and  the  publicizing  of  information 
that  could  be  extremely  damaging  to 
corporate  borrowers.  Dick  Cooley, 
tough,  able  CEO  of  Wells  Fargo,  expressed  deep  concern 
to  me  that  some  talked  about  SEC  rules  and  accounting 
procedures  could  so  cripple  banks  that  many  would  not  be 
able  to  make  further  loans  for  a  xery  long  time.  .  .  . 
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A  challiiiii(  €QJ^mit>i 


Jaguars  are,  and  always  have  been,  strikingly  indi- 
vidual cars.  This  is  the  result,  not  of  any  special  com- 
pulsion to  be  different,  but  of  a  dedication  to  excel- 
lence that  extends  to  every  part  of  the  car. 

It  is  not  enough,  for  instance,  that  Jaguar's  engines 
be  strong  and  powerful.  They  must  also  be  smooth, 
responsive  and  very  reliable. 

It  is  not  enough  that  the  Jaguar  sedan  handles  like 
a  sports  car,  with  all-independent  suspension,  four- 
wheel  power  disc  brakes  and  rack  and  pinion  steering. 
The  car  must  also  be  uncannily  silent  in  motion,  even 
at  the  extremes  of  high  performance  motoring. 

Nor  is  conventional  luxury  sufficient  to  meet 
Jaguar's  standard.  I  he  Jaguar  dash  is  covered  with 
real  burled  walnut,  the  seats  are  faced  in  topgrain 
hides  and  the  level  of  amenity  throughout  is  remark- 
ably complete.  Even  the  thermostatically  con-  rii 
trolled  self-adjusting  air-conditioning  system  and^"^ 
the  AM/FM  radio.  8-track  tape  deck  and  stereo-  i 
phonic  speakers  are  standard  equipment.  V 

^    Even  the  Jaguar  warranty  is  an  uncomrnon    ItM 


commitment.  For  1 2  nu>nlhs,  regardless  of  mileage. 
Jaguar  will  replace  or  repair  any  part  of  the  car  that 
is  defective  or  that  simply  wears  out,  pnnided  only 
that  the  car  is  properly  maintained.   The  only  excep- 

;  tions  are  the  tires,  which  arc  warranted  by  the  lire 
manufacturer,  and  spark  plugs  and  filters,  which  are 
routine  replacement  items.  Even  then,  if  they  are  de- 
fective. Jaguar  will  pay  to  replace  them 

You  may  order  the  incomparable  Jaguar  \J  sedan 
powered  by  either  the  electronically  fuel-injected, 
short-stroke  V-12,  or  by  the  history-making  double- 
overhead  cam  Jaguar  Six.  both  with  automatic  trans- 

[       mission  standard. 

r  In  either  case,  you  will  be  in  ci»nmiand  of  one  i>f  the 

I  '■•world's  few  luxury  high-performance  c.irs  buili  with- 
out compromise  to  the  highest  standards  of  perforn»- 

gjTijBHi  mance.  handling  and  amenity. 

^^  I'or  the  name  of  the  Jauuar  dealer  nearest  vou. 

Jffltt     call(hesenumberstoll-free:(S()())447  47()().or.in 

^KJ     Illinois,  («0())  322-441)0.  British  I  eyiand  Molvirs 

£YLArMo|    Inc  ,  I  eonia.  New  Jersey  07M).^. 


Jaguat;^^ 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TIME  TO   TRY   FATHOMING  THE  JIMMY  CARTER   PHENOMENON 


And  the  place  to  begin  is  with  Richard  Reeves'  ex- 
traordinarily perceptive  piece  in  the  Mar.  22  issue  of  New 
York  magazine.  The  fact  that  the  most  insightful,  unven- 
omous  piece  on  the  subject  is  in  a  medium  whose  audience 
is  largely  among  the  Self-Anointed  Enlightened  and  With- 
it  Lifestylers  is  in  itself  a  prime  example  of  the  Carter 
phenomenon. 

Mr.  Reeves'  footnote  touched  me  and  son  Steve  to  the 
quick: 

"I  first  met  Carter,  actually,  more  than  a  year  ago 
when,  in  the  process  of  courting  the  press,  he  in- 
\'ited  me  to  breakfast.  But  I  don't  coimt  that,  be- 
cause I  didn't  pay  any  attention.  I  thought  he  was 
wasting  his  time  (and  mine)  and  I  can't  remember 
a  word  he  said." 
That  almost  perfectly  describes  what  happened  to  me 


and  Steve  when  Jimmy  Carter  came  to  call  last  Septem- 
ber 23rd.  For  a  half  hour,  he  sat  in  my  office  speaking 
nigh-trite  truisms  softly.  He  asserted  with  unfervored  flat- 
ness that  he'd  win  in  New  Hampshire  and  Florida  and 
be  the  next  President.  The  two  of  us  afterward  could  only 
marvel  at  the  absurdity.  We  agreed  we'd  been  more  im- 
pressed with  what  we'd  read  of  him  than  we  were  by  him 
during  his  visit.  We  both  opined  he'd  finish  in  the  polls 
and  early  primaries  somewhere  behind  Sargent  Shriver 
and  "Others." 

From  reading  Reeves,  I  can  better  understand  Jimmy 
Carter's  Happening.  I'm  still  far  from  persuaded  that  the 
Carter  Political  Miracle  will  come  to  pass.  As  one  gets 
closer  to  the  election,  I  think  the  delegates  and  people 
may  conclude  this  seeming  oasis  in  the  political  desert 
is  a  mirage. 


NOTES   ON  A   SAN  FRANCISCO   VISIT 


No  banker  better  personifies  the  traditional  banker's 
\  irtues  of  i^itegrity  and  solid  sense  than  Tom  Clausen, 
boss  of  the  biggest  bank  in  the  world.  The  Bank  of  Amer- 
ica. A  temperate,  firm-minded  banking  conservative,  he 
wryK'  chuckles  at  the  \indication  of 
Bank  of  America's  less  than  go-go 
course  in  recent  years.  I  really  en- 
joyed talking  to  this  foresighted  fellow 
who  supports— and  in  his  latest  an- 
nual report  practices— greater  disclo- 
sure, letting  both  depositors  and  stock- 
holders know  where  their  money  is 
and  how  it's  doing.  .  .  . 


But  he  shares  neighboring  banker 
Richard  Cooley's  deep  concern  that 
from  Congress  and  the  regulatory 
agencies  will  come  overkill:  account- 
ing "reforms "  that  would  severely  re- 
strict the  bank's  lending  capabilities, 
and  the  publicizing  of  information 
that  could  be  extremely  damaging  to 
corporate  borrowers.  Dick  Cooley, 
tough,  able  CEO  of  Wells  Fargo,  expressed  deep  concern 
to  me  that  some  talked-about  SEC  rules  and  accounting 
procedures  could  so  cripple  banks  that  many  would  not  be 
able  to  make  further  loans  for  a  very  long  time.  .  .  . 


FORBES,    APRIL    1,    1976 


17 


One  comes  away  from  talking  \Mth 
Southern  Pacific's  Ben  Biaggini  heart- 
ened that  actual,  and  forecasts  of. 
lumber  car  loadings— the  seismograph 
for  housing  starts— are  Up.  And  Ben, 
who's  had  to  live  with  a  lot  of  elected 
and  appointed  politicos  who  think 
they  know  how  to  run  businesses  and 
railroads  better  than  those  who  do, 
speaks  wondrously  of  Jerry  Brown:  "Imagine-he  called 
some  of  us  in  and  told  us  that  the  state  can't  support  all 
the  vmemployed  or  provide  them  jobs,  and  he  asked  what 
suggestions  we  businessmen  had  to  improve  the  business 
climate  in  California,  to  create  more  ■^^--    - 

jobs   through   expansion   and   the   at- 
traction of  new  industry.  .  .  ." 

It  was  stimulating  to  lunch  with  Wil- 
liam Witter,  who's  made  Dean  Wit- 
ter the  largest  Wall  Street  firm  in  the 
nation  headquartered  outside  of  New 
York  City.  When  I  marveled  at  the 
current  volume  on  the  stock  market. 


he  expressed  delight  but  no  surprise.  In  a  speech  he'd  made 
in  January,  six  years  ago,  Mr.  Witter  had  forecast  that 
"within  just  a  few  years  we  will  have  to  cope  with  ouerage 
trading  days  of  30  million  shares.  And  we  foresee  the  pos- 
sibility of  60-million-share  days  by  the  end  of  the  decade." 
Read  a  copy  of  that  old,  1970  speech— it's  loaded  with 
forecasts  of  much  that  has  come  to  pass  in,  on,  to  Wall 
Street.  .  .  . 

All  the  California  Heads  (business,  not  pot)  that  I 
talked  with,  incidentally,  predicted  Ford  would  be  the 
victor  in  November.  .  .  .  'Twas  sad  to  see  the  shabby  shape 
the  once-great  St.  Francis  Hotel  is  in.  What  a  contrast 
to  the  exciting  new  Hyatts,  the  fabled  Fairmont  and  the 
humming  Hilton.  .  .  .  The  Empress  of  China  restaurant 
continues  swiftly  to  serve  its  fabulous  dishes,  while  La 
Bourgogne  provides  better  Jiaute  cuisine  than  many  of 
New  York's  better  French  restaurants.  Famed  Ernie's 
didn't  quite  seem  to  be  up  to  its  exalted  par,  at  least 
the  night  we  were  there. 

What  a  treat,  every  time,  to  visit  San  Francisco.  One 
always  comes  away  with  a  renewed  understanding  of 
why  it  is  every  American's  favorite  city. 


BACKGAMMON 

is  back  big.  Everyone's  into  it  except  thee  and  me,  so  wc  might  as  well 
learn  how.  Those  who  can,  say  it  isn't  hard  to  play— merely  hard  to  play  well. 


THE   WAY  TO   GET  HOUSING   STARTS    OFF  THEIR   FANNY 


has  been  simply  and  sensibly  suggested  by  A.  Oakley 
Hunter,  head  of  Fannie  Mae  (Federal  National  Mortgage 
Association ) :  "We  must  get  a  mix  of  the  mobile  home  and 
the  traditional  house"  which  requires  "...  a  national  imi- 
form  manufactured-housing  code,  one  that  would  pre- 
empt state  and  local  codes"  (Forbes,  Oct.  15,  p.  17). 
Like  the  guilds  who  fought  the  Industrial  Revolution, 

ONE   SAPPY, 

No  one  doubts  that 
advertising  creates  sales 
—when  it's  good.  When 
it's  insipid,  advertising 
moves  more  people  to 
mirth.  This  one  for 
Harveys  Bristol  Cream 
is  enough  to  drive  one 
to  drink— some  other 
brand.  Did  you  ever 
see  anything  so  uncon- 
vincing? You'd  think 
Mum  was  being  pre- 
sented with  a  fat  annuity  or  at  least  a  10-carat  rock. 


the  craft  unions  are  the  biggest  obstacle  to  this  \ital  re- 
form, a  reform  which  would  spark  a  housing  construction 
revival  that  would  ri\al  any  ever. 

A  uniform  federal  code  wouldn't  require  $billions  in 
subsidies.  And  all  the  money  that  now  goes  cormptly  and 
otherwise  to  meet  multiple  and  inane  local  building  codes 
could  go  into  buildings  instead. 


ONE   ZAPPY 

On  the  other  hand, 
look  at  Yukon  Jack. 
Obviously  the  stuff's 
the  stufi^  to  warm  the 
cockles  of  an  out- 
doorsman's  heart.  The 
scene's  almost  as  good 
as  having  a  St.  Bernard 
on  an  Alps  rescue  mis- 
sion carrying  in  his 
keg,  prominently  la- 
beled, your  favorite 
brandy. 

Amusingly,  both  brands  have  the  same  distributor. 


Yukon 
Jack 


i; 


NEVER  LET  TURNDOWNS 

get  you  down. 


i8 


PEOPLE  WHO  NEVER  GET  CAKKIEI)  AWAY 

should  be. 

-MALCOLM  S.  FORBES. 

Editor-in-(-hiol 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Right  On! 

A  national  building  code  to  save 
energy  was  approved  by  the  Senate. 
The  bill  would  authorize  the  Hous- 
ing &  Urban  Development  Depart- 
ment to  draft  nationwide  energy-sav- 
ing standards  for  new  homes  and 
commercial  buildings,  taking  into  ac- 
count varying  climates.  Local  govern- 
ments would  have  to  adopt  the  rules 
or  risk  the  loss  of  federal  construc- 
tion subsidies  and  mortgage  credit 
from  federally  supervised  banks  and 
savings  &  loan  companies.  The  Ford 
Administration  supports  the  tough  leg 
islation,  which  passed  by  a  52-35  vote, 
but  the  House  has  approved  only  vol- 
untary federal  regulations.  Many  gov- 
ernors said  a  nationwide  building  code 
is  needed  to  keep  individual  states 
from  luring  developers  with  weak 
energy-saving  rules. 

—Wall  Street  Journal. 

Hovercraft 

.  .  .  one  is  undecided  about  aero- 
nautical or  marine  terms  for  this  il- 
legitimate child  of  a  Huey  copter  and 
a  consenting  PT  boat.  Sailors  do  not 
love  the  Hovercraft.  It  makes  a  noise 
like  the  moaning  of  the  dragons.  It 
consumes  fuel  at  a  gilt-edged  rate  and 


is  of  questionable  use,  but  it  is  a 
proud  British  development,  the  kind 
of  fascinating  mechanical  toy  so  loved 
by  the  folks  who  gave  you  the  Indus- 
trial Revolution. 

—Jan  Adkins, 
Smithsonian. 

Plant  Synergism 

.  .  .  [John  Jeavons,  director  of  the 
nonprofit  Organic  Garden  project, 
says:]  "The  first  year  we  got  5/2  times 
the  average  per  acre  zucchini  crop 
grown  here  in  Santa  Clara  county. 
Last  year  we  got  6J2  times  the  aver- 
age, and  this  summer  we've  doubled 
that  to  13  times  the  average  [on  com- 
mercial farms]  .  .  .  We  work  the  soil. 
This  was  just  clay,  as  hard  as  con- 
crete. We  kept  adding  compost  and 
other  natural  fertilizers.  .  ,  . 

"For  each  bed,  I  keep  track  of  the 
number  of  hours  we  work  and  the 
exact  yield  of  vegetables.  A  small 
farmer  could  make  $6,000  to  $8,000 
a  year  on  a  'minifarm'  as  small  as  a 
fifth  of  an  acre,  working  a  40-hour 
week.  I  think  we'll  soon  be  able  to 
show  how  that  amount  could  be  dou- 
bled. .  .  .  We  water  every  day  but  use 
less  than  half  the  water  per  pound 
of  vegetables  that  they  do  on  a  com- 
mercial farm.  And  by  keeping  to  hand 


tools,  we  use  only  1%  of  the  energy. 

"We  use  lots  of  varieties  of  plants 
in  combinations  that  encourage  each 
other  and  enrich  the  soil  .  .  .  green 
beans  and  strawberries.  They  do 
much  better  growing  together  than 
they  do  separately.  Some  plants  have 
root  excretions  that  stimulate  the 
growth  of  others.  There's  parsley 
growing  in  that  tomato  bed;  it  really 
stimulates  the  tomatoes.  A  bibb  let- 
tuce bed  should  have  one  spinach 
plant  for  every  lettuce  plant.  ..." 

Besides  the  research  area,  there  is 
a  community  garden  area  where 
about  150  people  have  their  own  beds 
—couples  coming  by  after  work, 
housewives,  businessmen  having  fun 
with  a  hobby.  .  .  .  "These  are  people 
who  took  our  classes,"  explains  Jea- 
vons, "or  read  our  book.  How  To 
Grow  More  Vegetables  Than  You 
Ever  Thought  Possible  On  Less  Land 
Than  You  Can  Imagine  [$4,  Ecology 
Action,  Palo  Alto,  Calif.  94306]." 

—by  Harold  Gilliam, 

San  Francisco  Sunday 

Examiner  <b  Chronicle. 

In  Absentia 

It's  not  that  I'm  afraid  to  die.  I 
just  don't  want  to  be  there  when  it 
happens.  —Woody  Allen. 


DON'T  WRECK  THE 

by  M.S.  Forbes  Jr. 


FED 


There  are  a  raft  of  bills  before 
Congress  that  would  enormously 
change  the  Federal  Reserve  Sys- 
tem. They  range  from  stripping  it 
of  its  regulatory  powers  over  mem- 
ber banks  to  forcing  it  to  get  con- 
gressional appropriations  for  its 
operations.  (Currently,  the  Fed 
pays  its  bills  from  the  interest  it 
earns  on  its  portfolio  of  govern- 
ment securities.  The  rest  of  the  in- 
terest, several  billion  dollars,  is 
tumed^over  to  the  Treasury.) 

Noqe  of  these  bills  will  be  en- 
acted before  the  elections,  but  if  a 
Democratic  president  takes  ofiice 
in  Januaiy,  some  of  this  proposed 
legislation  could  well  become  law. 
Hubert  Humphrey,  for  instance, 
wants  to  involve  the  Fed  in  his 
multibillion- dollar  "full  employ- 
ment" scheme. 

It  is  understandable  that,  in  a 
time  of  high  unemployment  and 
inflation,  many  politicos  would 
want  to  use  the  Fed  as  a  whip- 
ping boy,  but  it  is  quite  another 
to  gut  its  essence. 


The  Fed  is  something  of  a  Su- 
preme Court  in  our  economic  sys- 
tem. It  can  and  does  make  deci- 
sions that  few  elected  ofificials 
would  dare  to  make.  To  destroy  or 
inhibit  this  ability  to  buck  the  pre- 
vailing political  winds  would  do  an 
infinite  amount  of  long-term  mis- 
chief. How  many  congressmen  or 
presidents  will  deliberately  raise  in- 
terest rates,  create  higher  unem- 
ployment, disrupt  the  housing  in- 
dustry, except  under  the  most  ex- 
traordinary circumstances? 

The  value  of  an  independent 
Fed  was  never  better  demonstrat- 
ed than  last  year.  In  early  1975 
Congress  was  demanding  that  the 
Fed  open  up  the  monetary  flood- 
gates to  "restimulate"  the  econo- 
my. The  Fed  eased  up,  but  not 
nearly  so  much  as  its  critics 
wanted.  Later  in  the  year,  the  Fed 
was  lambasted  again  for  not  easing 
up  more— the  budding  economic 
recovery  would  be  throttled.  Again 
the  Fed  resisted. 

Lo  and  behold,  today  the  econ- 


omy is  moving  up,  inflation  is  re- 
ceding, long-term  interest  rates  are 
heading  downward,  employment  is 
rising  steadily. 

Arthur  Bums,  as  well  as  Gerald 
Ford,  deserves  credit  for  our 
brightened  economic  prospects. 

Last  year  the  Fed's  indepen- 
dence enabled  it  to  resist  Congress. 
Before  that,  it  enabled  it  to  resist 
some  excesses  of  presidents., 

As  for  removing  the  Fed's  regu- 
latory powers  while  leaving  it  to 
manage  monetary  poli».y,  the  idea 
is  somewhat  akin  to  Ike's  old  idea 
of  dividing  the  presidency,  in  ef- 
fect, into  two  parts:  a  poHcymak- 
er  and  an  administrator.  It  sounds 
nice  but  it  isn't  very  realistic— or, 
if  you  think  about  it,  all  that  good 
either.  If  anything,  more  regula- 
tory powers  should  be  lodged  with 
the  Fed,  not  taken  away  from  it. 

Fed  policies  are  always  fair 
game  for  criticism,  but  let  us  hope 
the  next  president  has  the  sense 
to  appreciate  what  an  incalculable 
asset  the  Fed's  independence  is. 
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The  need:       , . 

A  residential  iigHlins  fixture  style 
for  every  style  of  residence. 


The  KkMe  response: 

noo  excitinsiy  different  designs 

from  Pro9ress. 


What  is  a  permanent  fixture  in  more 
homes  than  any  other  lighting 
product?  The  residential  lighting 
fixtures  made  by  Kiddes  Progress 
division.  In  fact,  the  1976  Progress 
Lighting  line  sparkles  with  1 100 
exciting  fixture  designs  for  every 
room  in  your  home  or  office,  for 
every  imaginable  decorating  and 
architectural  style.  Incandescent  or 
fluorescent  fixtures.  Mercury  vapor 
fixtures.  Track  and  recessed  light- 
ing. Chandeliers  and  outdoor 
lighting.  And  many  more. 

The  full  line  is  brought  to  mar- 
ket in  the  most  innovative  sales 
program  in  the  lighting  fixture  busi- 
ness. All  built  around  local  lighting 
showrooms  where  Progress  dis- 
tributors display  most  of  the 


Progress  Lighting  fixtures  in  all 
their  glowing  glory. 

Another  major  competitive 
vantage:  fully  25%  of  the  entire 
Progress  line  is  made  up  of  bran(|| 
new  designs.  And  that  happens 
every  two  years.  No  wonder 
Progress  is  the  world  leader  in 
residential  lighting  fixtures. 

To  learn  more  about  Progresi 
and  the  other  responsive  Kidde 
divisions,  write  for  our  annual  re- 
port. Walter  Kidde  &  Company. 
Inc.,  9  Brighton  Road.  Clifton, 
New  Jersey  07015. 


things 
we  finance 
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BREAD  AND  BUTTER  CAPITAL. 


Capital  for  equipment  to  keep  costs 
down.  Working  capital  for  day-to-day 
needs.  That's  bread  and  butter.  It 
keeps  you  in  business. 

A  lot  of  sources  of  capital  have  dried 
up.  General"  Electric  Credit  hasn't. 
We're  large  enough  —  and  diversified 
enough  —  to  keep  going  ...  to  keep 
you  going.  We  never  take  a  break 
from  financing.  Or  from  good  ideas. 

Like  a  low-cost  leveraged  lease  to 
get  a  steel  company's  clean-air  pro- 
gram into  high  gear. 


Like  a  GECC  lease  to  put  10,000 
new  freight  cars  onto  the  rails. 

Like  financing,  leasing  and  lending 
plans  that  work  —  providing  produc- 
tion equipment,  computers  .  .  .  even 
entire  factories. 

We  have  ideas  for  retailers,  too, 
on  everything  from  a  mobile  home  to 
a  mini-bikini  at  a  store  downtown. 

For  full  information,  call  T.  T.  Gray 
at  (203)  357-4420.  Or  write  him  at 
GECC,  260  Long  Ridge  Rd.,  Stamford, 
Connecticut  06904. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamforri,  Connecticut  06904 


Equipment  and  Fleet  Leasing 

Installment  Purchase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real  Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 

Progress  for  People  and  Business 
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"Kodak  showed  us  how  to  save  H75fiOO  a  year 
on  order-entry  operations^  That  s  what  a  major  manufac 

turing  company  reports  saving 
since  it  adopted  the  rapid-access  micro- 
film program  recommended  in  a  Kodak 
proposal. 

In  another  recent  case,  a  casualty 
insurance  company  was  able  to  cut  indi- 
vidual file  search  time  from  hours  to 
minutes  with  film.  They're  saving 
$45,000  a  year  in  the  bargain. 

You  already  know  you  can  save 
money  with  Kodak  microfilm.  But  now, 
the  need  is  to  look  beyond  the  savings 
generated  in  routine  applications. 

To  make  this  kind  of  progress  in 
your  organization  takes  your  determina- 
tion to  seek  better  answers  and  then  to 
act  on  them.  The  sooner  you  ask  us,  the 
sooner  we  can  help  with  an  in-depth 
proposal.  If  you've 
already  received 
Kodak  Proposal, 
act  on  it  now  and 
start  saving. 

Write  on  your 
letterhead  to  D.  W. 
Storey,  Eastman  Kodak 
Company,  Dept.  6569, 
Rochester,  N.  Y.  14650.  What  you're  sav- 
ing now  with  microfilm  is  only 
the  beginning. 
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19^  business  jet  deliveries'* 

'source:  The  Weekly  of  Business  Aviafion 
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We  started  our  second  decade  of  leader- 
ship just  like  we  started  our  first... On  Top. 

In  1975  nearly  one  out  of  every  three 
new  business  jets  delivered  was  a  Learjet. 
Our  79  new  Learjets  again  topped  the  indus- 
try. Just  as  we  started  doing  back  in  1965, 
and  as  we've  done  cumulatively  every  year 
over  the  past  ten  years. 

Why  this  leadership? 

Our  owners  cite  many  technical  and  op- 
erational reasons.  The  Learjet's  unmatched 
price/performance  package.  Its  fuel  efficien- 
cy. Its  unbeatable  flexibility.  Its  high  residual 
value. 

But  the  more  than  550  Learjets  (one  out 
of  every  four  business  jets  flying)  already 
delivered  are  history.  We're  looking  ahead 
to  another  decade  of  being  number  one.  We 
have  just  introduced  a  product  line  ideally 
suited  to  the  growing  demands  of  American 
business. 

The  new  Century  III  series  Learjets.  Six 
exciting  new  business  tools  — each  tailored 
to  specific  and  unique  owner  requirements. 

The  oil-new  Learjet  24E  for  the  first  time 
combines  traditional  Learjet  high  perfor- 
mance with  turboprop  cost  ($897,500)  and 
short  field  capability.  (2,590-foot  runway  bal- 


anced field  length.)  It  opens  6,000  airports 
to  jet  travel. 

And  the  new  Learjet  35A  and  36A  are 
equally  at  ease  carrying  you  3,000  nonstop 
miles.  Or  over  a  series  of  short  flights  and 
back  home  the  same  day  — without  refueling. 

But  there's  much  more.  More  models 
and  more  economies.  Bob  Wolin,  our  vice 
president  — domestic  marketing,  will  be  glod 
to  tell  you  all  about  the  Learjet.  Or  put  you  in 
touch  with  any  Learjet  owner.  His  number  is 
(316)722-1100. 

Gates  Learjet  Corp. /P.O.  Box  1280, 
Wichita,  Ks.  U.S.A.  67201/New  York/Chicogo/ 
Dallas/Denver/Geneva. 

Gates 
Learjet 

Builder  of  the  world's  largest  business  jet  fleet.    S>  Member  of  GAMA 


Forbes 

Paying  The  Piper 

Have  you  noticed  how  the  same  politicians 

who  are  against  big  spending 

are  often  the  first  to  put  the  grab  on 

for  their  own  constituencies? 

Thanks  to  the  new  Budget  Control  Act,  this  kind  of 

two-facedness  will  be  a  bit  tougher  from  now  on. 


After  President  Ford  vetoed  a  bill 
Jan.  30  that  would  have  put  extra 
money  into  the  pockets  of  dairy  farm- 
ers. Senator  Hubert  Humphrey 
(Dem.,  Minn.)  said  he  vi^as  close  to 
tears  over  the  plight  of  the  milk  pro- 
ducers in  his  state.  On  cue,  a  sym- 
pathetic Senate  got  ready  to  override 
the  President's  veto.  After  all,  how 
much  was  involved?  Only  $43  million. 
Then,  the  unexpected  happened. 
Humphrey's  fellow  liberal,  Senator 
Edmund  Muskie  (Dem.,  Me.),  rose 
and  declared  that  he,  too,  felt  badly 
about  the  dairy  farmers,  especially 
the  1,200  who  are  his  constituents. 
But,  said  Muskie,  chairman  of  the 
new  Budget  Committee,  there  simply 
wasn't  any  money  available  to  help 
them.  "If  this  bill  becomes  law,  some 
other  planned-for  program  will  have 
to  be  excluded,"  he  warned.  With 
that  support,  the  President's  veto  held. 

The  same  thing  happened  last  July 
when  Senator  George  McGovern 
(Dem.,  S.D.)  wanted  to  expand  the 
school  lunch  program— normally  sec- 
ond only  to  motherhood  in  the  esteem 
of  Congress.  Again,  Muskie  helped 
block  it. 

Senator  John  Stennis  (Dem., 
Miss.),  chairman  of  the  Armed  Ser- 
vices Committee,  suffered  a  similar 
rebuff  a  few  weeks  later.  He  went  to 
the  floor  with  a  $42.6-bilhon  military 
procurement  proposal.  With  Muskie's 
encouragement,  the  Senate  ordered 
Stennis  to  do  some  more  cutting. 

What's  going  on  here? 

One  new  instrument  of  economy  is 
a  litde-known  law  called  the  Congres- 
sional Budget  &  Impoundment  Con- 
trol Act  of  1974.  It  was  passed  be- 
cause Congress  was  annoyed  at  Presi- 
dent Nixon's  impoundment  actions- 
refusing  to  spend  all  the  money  that 
the  legisfators  wanted  him  to.  The 
bill's  objective  was  to  give  Congress 
rather  than  the  President  the  power 
to  decide  both  how  and  how  much 
the  Government  should  spend. 

But  there  was  a  powerful  side  ef- 


fect that  does  work  for  economy.  By 
giving  the  legislative  branch  more 
control  over  spending,  it  also  obliged 
Congress  to  state  the  size  of  the  bud- 
get and  deficit  it  wants— in  contrast 
to  the  President's  proposals.  In  short, 
it  makes  every  congressman  consider 
his  private  spending  measures  in 
light  of  the  total  budget. 

Of  course,  nobody  knows  the  ulti- 
mate effect  of  this  revised  approach 
to  budgeting,  but  it  probably  saved  at 
least  a  few  billions  in  the  current  fis- 
cal year.  In  the  future  the  impact 
could  be  a  good  deal  stronger. 

Now  just  over  25%  of  federal 
spending  actually  requires  annual 
congressional  appropriations.  How- 
ever, Muskie  already  has  bipartisan 
support  for  a  further  reform  that 
would  bring  many  functions— entitle- 
ments programs  like  food  stamps  and 
aid  to  veterans— up  for  automatic 
budget  review  every  four  years. 

Under  the  present  reform,  both 
houses  must  agree  on  firm  spending 
limits  and  tax-revenue  floors  before 
the  start  of  the  federal  fiscal  year, 
which  shifts  from  July  to  October  to 
allow  more  time  to  evaluate  the 
President's  January  budget  requests. 
If,  as  the  year  wears  on,  new  programs 
threaten  to  increase  spending,  either 
cuts  must  be  made  elsewhere  or  taxes 
must  be  raised. 

It  took  a  while  before  congressmen 
realized  the  full  impact  of  the  new 
legislation.  The  Act  created  budget 
committees  in  both  House  and  Sen- 
ate that  became  important  new  pow- 
er centers,  because  they  had  potential 
control  over  all  the  others. 

Interestingly,  Senate  Budget  Chair- 
man Muskie  and  the  committee's 
ranking  Republican,  Senator  Henry 
Bellmon  (Okla. ),  a  fiscal  conserva- 
tive, are  working  well  together.  Bell- 
mon, in  fact,  accuses  President  Ford 
of  "playing  games"  by  submitting  an 
unrealistically  low  budget  request  just 
to  embarrass  Congress. 

The    situation    in    the    House    isn't 


BUDGET  COMMITTEES  REPORT 
FIRST  CONCURRENT  RESOLUTIONS 
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CONGRESS 

COMPLETES  ACTION  ON 

FIRST  CONCURRENT  RESOLUTION 

BEGINS  FLOOR  ACTION  ON  FY  1977 
SPENDING  AND  REVENUE  MEASURES 


CONGRESS  COMPLETES  ACTION 

ON  FY  1977 

SPENDING  AND  REVENUE  MEASURES 


SEPTEMBER  1 


CONGRESS  COMPLETES  ACTION 

ON  SECONF    REQUIRED 

CONCURRENT  RESOLUTION 
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CONGRESS  COMPLETES  ANY 
RECONCILIATION  MEASURES 


OCTOBER  1 


NEW  FISCAL  YEAR  1977  BEGINS 

CEILING  ON  SPENDING 
FLOOR  UNDER  TAX  REVENUES 
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Lynn  of  OMB 

(jiiitc  so  cozy.  There  liberal  Budget 
Coiniiiittef>  chairman,  Representative 
Brock  Adams  (Dem.,  Wash.),  and 
Representative  Delbert  Latta  (Ohio), 
the  top  Republican,  don't  get  along. 
Latta  voted  against  last  December's 
spending  ceiling,  which  passed  the 
House  by  just  two  votes,  because  he 
wanted  a  smaller  deficit.  Adams, 
however,  appears  to  have  taken  an 
even-handed  stand  against  efforts  to 
sneak  in  extra  over-budget  appropria- 
tions whether  they  come  from  liberals 
or  conservatives. 

Ironically,  the  fiscal  discipline  bill 
has  already  made  a  significant  con- 
tribution to  the  size  of  the  federal 
bureaucracy.  Each  budget  committee 
has  its  own  staff.  A  large  economic 
think-tank  called  the  Congressional 
Budget  Office  has  also  been  created, 
headed  by  former  Brookings  Institu- 
tion staffer  Alice  Rivlin.  The  entire 
operation  takes  300  people  and  costs 
$11  million  a  year. 

CBO's  role  is  especially  interesting. 
It  does  not  recommend  policies,  but 
rather  informs  Congress  about  the 
economic  impact  of  various  alterna- 
tives. (Yes,  you  can  spend  more  than 
the  President  wants  to  spend,  with- 
out increasing  inflation.  Or,  no,  you 
can't. ) 

Long  range,  however,  the  CBO's 
greatest  influence  may  come  through 
its  five-year  cost  estimates.  Many  a 
program  has  passed  Congress  because 
its  sponsors  have  persuaded  their  col- 
leagues that  the  first-year  price  tag 
would  be  rather  small— without  tell- 
ing what  would  happen  as  time  wears 
on.  The  House  Post  Office  (x  Civil 
Service  Committee,  for  example,  re- 
cently approved  a  plan  to  let  federal 
workers  retire  with  full  benefits  after 
30  years,  ehminating  the  current  55- 
year  age  limit.   Its  cost:    $15  million 


Rivlin  of  CBO 

now,  but  $670  million  annually  by 
1981.  After  pressure  from  Budget 
Chairman  Adams,  the  Committee 
quietly  withdrew  the  measure.  "Mak- 
ing these  projections,"  says  the  CBO's 
able  Alice  Rivlin,  "is  the  guts  of  our 
function."  So  a  bill  intended  to 
strengthen  Congress'  control  over  the 
federal  purse  strings  may  end  up  by 
restricting  Congress'  cherished  pow- 
er over  the  pork  barrel. 

Hold  The  Celebrating 

The  spending  ceilings  and  the  rev- 
enue floors  are  not  legally  binding.  In 
1946  Congress  voted  to  impose  simi- 
lar spending  limits,  but  they  became 
a  dead  letter  when  appropriations 
committees  deadlocked. 

Some  congressmen,  their  fingers 
twitching  to  spend  more,  would  like 
either  to  ignore  or  to  repeal  the 
Budget  Control  Act.  "It  is  usurping 
our  authority,"  grouses  Representa- 
tive Charles  Wilson  (Dem.,  Calif.), 
who  is  still  smarting  over  the  fate  of 
the  federal  employee  retirement  bill. 
Outside  of  Congress,  labor— with  a  big 
L— is  worried  lest  the  Budget  Com- 
trol  Act  weaken  its  ability  to  push 
money  bills  through  Congress. 

Unfortunately,  there  is  nothing  in 
the  law  that  says  Congress  can't  cre- 
ate a  huge  deficit  if  a  majority  is  con- 
vinced that  deficit  financing  is  pref- 
erable, say,  to  unemployment.  Repre- 
sentative Richard  BoUing  (Dem., 
Mo.),  the  man  who  steered  the  Bud- 
get Control  bill  through  the  House, 
views  it  more  as  a  mechanism  for  con- 
gressional control  of  fiscal  policy  than 
as  a  damper  on  spending.  "Without 
some  way  to  look  at  the  budget  as  a 
whole,"  he  says,  "you  just  plain  don't 
have  a  way  to  make  macroeconomic 
policy  or  to  set  priorities." 

When    the    Congressional     Budget 


Office  issued  its  report  in  mid-March, 
it  did  just  that:  looked  at  spend- 
ing as  a  whole  and  checked  out  the 
probable  economic  consequences  of 
various  levels  of  spending.  How  you 
interpret  the  report  depends  in  part 
on  vour  political  and  social  biases: 
A  liberal  could— as  The  New  York 
Times  in  fact  did— interpret  the  re- 
port as  critical  of  the  President's 
low-spending  budget.  But  a  middle- 
of-the-roader  might  well  find  a  slight- 
ly liigher  rate  of  unemployment  an 
acceptable  price  to  pay  for  prosper- 
ity with  price  stabilit\-. 

In  the  end,  the  Budget  Control 
Act  is  no  guarantee  that  Congress 
will  hold  the  spending  dowii.  Ne\- 
ertheless,  balanced  budgets  are  be- 
coming poiiticalK'  popular  and  def- 
icits and  taxes  political  poison.  Con- 
gressmen understand  this.  "Congress 
got  itself  in  a  box,  but  it's  also  a  box 
that  serves  the  public  interest  ver>' 
well,"  remarks  James  Lynn,  head  of 
the  White  House  Office  of  Manage- 
ment &  Budget. 

Nonetheless,  Senator  Muskie  is  con- 
\inced  that  the  Budget  Control  Act 
worked  well  in  1975,  even  though 
Congress  may  still  exceed  its  first-year 
spending  limits.  He  thinks  things  will 
go  better  in  1976,  when  the  budget 
ceilings— due  in  September— will  sure- 
ly be  a  national  election  issue. 

Representative  Adams,  the  House's 
Budget  Committee  chief,  is  even  more 
optimistic.  "Our  past  large  deficits 
were  caused  by  lack  of  control  of  in- 
dividual bills  and  by  a  failure  by  the 
Congress  and  the  Administration  to 
agree  on  key  economic  issues.  Con- 
sequently, neither  the  Uberals  nor  the 
conservatives  won  the  fiscal  wars, 
and  no  real  federal  fiscal  policy  was 
developed."  Adams  argues  that  the 
big  recent  deficits  weren't  planned; 
they  simply  happened. 

In  short,  the  new  setup  will  make  it 
a  bit  harder  for  the  same  congress- 
man to  put  his  constituents'  hands 
happily  into  the  pork  barrel  one  week 
and  then  make  an  angry  speech  the 
next  week  against  big  spending  and 
big  deficits.  Consistency  is,  of  course, 
too  much  to  ask  of  a  politician,  but 
a  little  bit  of  it  won't  hurt  him. 

"My  school  board  and  hcxspital  peo- 
ple start  writing  every  March  saying 
they  want  me  to  vote  for  some  par- 
ticular health  or  education  bill,"  says 
Representative  David  Obey  (Dem., 
Wis.),  a  bright  young  legislator  with 
top-notch  liberal  credentials.  "Now 
I'm  telling  them  not  to  expect  my 
support  unless  th(>y'rc  willing  to  stand 
up  in  October  and  say  the  Govern- 
ment ought  to  borrow  the  money  to 
pay  for  whatever  they  want.  You  can't 
practice  Keynes  in  the  spring  and 
stone-age  economics  in  the  fall."  ■ 
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Too  Soon? 


IBM  has  muscled  Into  Europe's  phone 
business  with  fancy  new  computer-baseck^^ 
gear.  Its  competitors  are  hoping  that  IBM 
is  both  too  expensive  and  too  early. 

Late  last  year  International  Busi- 
ness Machines  Corp.  nettled  the  U.S. 
telecommunications  industry  by  buy- 
ing into  commercial  satellites.  In  Eu- 
rope IBM  is  already  competing  in 
communications  in  the  ofiBce  switch- 
board (PBX)  market.  IBM's  3750 
switching  system  requires  less  opera- 
tor involvement  and  offers  more  fa- 
cilities than  conventional  switch- 
boards, since  most  of  the  work  is 
done  by— what  else?— a  computer. 

IBM  was  not  the  first  to  intro- 
duce computer-controlled  telephone 
switching.  American  Telephone  & 
Telegraph  has  used  it  since  1965  in 
the  U.S.  public  network,  and  Inter- 
national Telephone  &  Telegraph 
claims  credit  for  the  first  system  in 
Europe  for  both  PBXs  and  public  net- 
works in  1967,  two  years  before 
IBM's  original  system,  the  2750.  Still, 
says  one  outside  consultant,  IBM's 
3750  caused  traditional  European 
telephone  suppliers  to  "wake  up  and 
get  their  skates  on"  and  start  using 
computers  on  their  own  PBXs. 

Until  now,  the  European  telephone 
business  has  been  a  cozy  arrange- 
ment. The  national  post  offices  that 
operate  the  phone  systems  must  ap- 
prove the  companies  and  switching 
systems  for  both  the  public  network 
and  the  PBX  market.  In  the  public  net- 
work, the  post  offices  in  effect  allo- 
cate market  shares  by  the  orders  they 
place  and,  not  surprisingly,  they  usu- 
ally favor  the  home  boys,  a  category 
that  includes  ITT's  local  subsidiaries 
such  as  Standard  Telephone  &  Cable 
in  Britain  and  Materiel  Telephonique 
in  France. 

The  traditional  suppliers  are  no 
pushovers:  Besides  ITT  there  is  Swe- 
den's L.M.  Ericsson,  Holland's  Phil- 
ips, Germany's  Siemens,  Britain's 
(General  Electric  Co.  and  Plessey.  But 
even  some  of  them  admit  that  the 
mere  idea  of  IBM— with  65%  of  the 
world  computer  market— invading 
their  business  is  alarming.  The  3750, 
along  with  the  satellite  venture,  in- 
dicates that  IBM  sees  voice  as  well 
as  data  transmission  as  a  natural  di- 
\ersification  for  the  future,  as  growth 
in  computers  slows.  In  Europe  IBM 
can  move  forward  without  hitting 
AT&T  head  on-though  IBM  Presi- 
dent John  Opel  has  hinted  the  3750 
(or  more  likely  its  successor)  will 
one  dav  be  marketed  in  the  U.S. 
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The  3750  has  real  advantages  over 
conventional  systems.  It  takes  a  month 
or  so  to  install,  while  the  old  PBXs 
have  to  be  literally  built  into  the 
building.  It  takes  up  only  a  big  room 
instead  of  perhaps  as  much  as  a 
whole  floor.  Extensions  can  be 
changed  by  typing  in  an  alteration 
of  the  computer  program  instead  of 
yanking  out  phones  and  reconnect- 
ing. The  system  can  remember  phone 
numbers  and  dial  automatically- a 
real  help  in  Europe,  where  numbers 
can  be  as  many  as  16  digits  and  the 
response  is  often  a  recording:  "Intei- 
national  lines  are  engaged."  The  3750 
can  keep  a  record  of  calls  and  their 
cost;  European  phone  users  do  not 
get  itemized  phone  bills.  The  system 
can  be  used  as  a  time  clock  or  a  se- 
curity monitor. 

Pricey 

But  there  are  a  few  catches,  like 
price.  In  the  United  Kingdom  a  3750 
costs  $270,000  to  $1.7  million,  de- 
pending on  features  and  number  of 
extensions.  Conventional  PBXs  are  a 
half  to  two-thirds  that.  There  are  other 
costs.  Like  most  computers,  the  3750 
requires  massive  air-conditioning 
units  and  much  greater  power  use. 
An  old-fashioned  electromechanical 
PBX  has  a  life  of  15  to  20  years.  One 
computer  expert  formerly  at  Sperry 
Univac  puts  the  3750's  life  at  as  lit- 
tle as  five  years,  with  much  greater 
"down  time"  in  the  meanwhile.  Com- 
petitors claim  to  be  able  to  provide 
most  of  the  3750's  features  at  lower 
cost;  and  at  present  even  many  3750 
users  show  little  interest  in  the  sys- 
tem's more  advanced  capabilities. 

The  traditional  PBX  makers  ad- 
mit that  computer  technology  is  the 
future  of  telecommunications,  and 
computers    are    IBM's    business.    But 


Henry  Simon,  the  German  who  heads 
ITT  Business  Systems  Europe,  insists 
that  today's  computer-controlled  sys- 
tems are  "not  yet  very  cost-effective, 
especially  not  for  systems  under  500, 
maybe  even  1,000  extensions."  ITT 
is  now  marketing  central-computer- 
controlled  PBXs  only  in  the  over- 
2,()00-extension  market.  Says  a  Brit- 
ish competitor,  "The  problem  is  not 
the  technology,  but  the  economics  of 
the  technology." 

Some  Europeans  are  clearly  will- 
ing to  pay  for  the  3750.  In  Britain, 
which  the  company  says  is  its  best 
market,  IBM  may  have  as  much  as  a 
third  in  value  of  all  new  orders  for 
PBXs  over  100  lines.  (The  post  of- 
fice supplies  the  smaller  ones  itself.) 
Customers  include  Shell,  Merrill 
Lynch  and  Price  Waterhouse.  But  in 
Germany,  which  has  a  PBX  market 
as  big  as  that  of  the  U.K.  and  France 
combined  and  where  the  competi- 
tion is  Siemens  and  ITT,  IBM  has 
had  little  success.  With  the  reces- 
sion and  reduced  capital  investment, 
PBX  market  growth  was  zero  at  best 
in  1975. 

Everyone  in  the  industry  admits 
that  IBM  has,  as  always,  done  a 
brilliant  marketing  job  with  the  3750. 
In  the  U.K.,  wher->  almost  half  of 
all  3750  sales  have  been  in  the  pub- 
lic sector,  IBM  salesmen  were  so 
good  at  persuading  some  local  gov- 
ernment authorities  of  the  virtues  of 
the  3750  that  they  skipped  the  usual 
competitive  bidding. 

Computer  experts  argue  that  one 
day  even  home  telephones  every- 
where will  work  as  computer  termi- 
nals, transferring  bank  funds  and  pay- 
ing for  airline  tickets;  the  time  to  pre- 
paie  is  now.  "Utopian,"  snorts  ITT. 
Time  will  tell.  Meanwhile,  the  busi- 
ness at  hand  is  selling  switchboards.  ■ 
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Railroading^s 
Rising  Star 

A  generation  ago,  the  Missouri  Pacific 
was  one  of  our  sickest  railroads. 
Today  it  is  one  of  the  healthiest,  and 
how  it  got  that  way  is  quite  a  story. 


The  Missouri  Pacific  Railroad,  al- 
though only  No.  Seven  in  terms  of 
revenue,  has  spawned  dreams  of  glo- 
ry. Ill  the  19th  century  Jay  Gould 
and  his  son  George  envisioned  MoPac 
as  the  nucleus  of  a  transcontinental 
railroad.  In  the  Twenties  and  Thir- 
ties the  Van  Sweringen  brothers,  and 
then  Robert  Young,  had  a  similar 
plan.  Eli  Black  also  briefly  bought  in. 
And  in  the  Fifties  an  ambitious  St. 
Louis  lawyer  named  William  Mar- 
bury  got  control  of  the  MoPac,  in- 
tending to  make  it  the  heart  of  a  great 
southwestern  industrial  empire. 

Marbury  died  in  1971,  his  concept 
only  partly  realized,  and  now  his 
handpicked  successor,  Chairman 
Downing  B.  Jenks,  runs  the  railroad 
and  the  other  companies  Marbury 
put  together.  Jenks,  like  those  who 
went  before  him,  dreams  big  dreams. 
He  sees  MoPac  acquiring  much  bigger 
roads— perhaps  the  Santa  Fe  or  even 
the  Southern— and  emerging  as  a  mul- 
tibillion-doUar  transportation   giant. 

Still  boyish  looking  at  60  and  barely 
a  pound  heavier  than  when  he  rowed 
for  Yale  in  1937,  Jenks  is  a  precise, 
orderly  man  who  likes  to  have  his 
own  way.  Events  seem  to  be  moving 
in  his  direction.  Federal  policy  is  now 
favoring  the  creation  of  perhaps  four 
lines  out  of  the  13  major  railroads 
now  crisscrossing  the  western  U.S. 
The  Rail  Reorganization  &  Regula- 
tory Reform  Act  of  1976  has  brought 
this  concept  closer  to  realization  by 
decreeing  that  the  cumbersome  Inter- 
state Commerce  Commission  can  no 
longer  smother  merger  proposals  in 
endless  hearings;  the  ICC  will  have 
to  say  "yes"  or  "no"  within  two  years 
to  any  merger  presented  to  it. 

Behind  the  scenes,  premerger  jock- 
eying is  already  going  on.  Jenks  is  de- 
termined that  when  the  cards  are  fi- 
nally dealt  MoPac  will,  turn  out  to 
hold  some  of  the  controlling  ones. 

Jenks  has  a  good  deal  going  for 
him.  Last  year,  when  even  the  rich 
Southern  Pacific  went  into  the  red 
for  a  quarter  and  when  Class  I  rail- 
roads as  a  group  barely  stayed  in 
the  black,  MoPac  turned  in  its  sec- 
ond-best profit  in  history-at  $47  mil- 
lion, only  6f  below  1974.  In  this  same 


year,  Santa  Fe  was  down  17%,  South- 
ern Pacific  40%  and  even  the  mag- 
nificently managed  Southern  Railway 
was  down  11%. 

Since  1965  MoPac  has  doubled  in 
size,  making  it  one  of  the  fastest- 
growing  railroads  in  the  U.S.  It's 
revenues  have  grown  on  average  10% 
a  year,  as  compared  with  6.7%  for  all 
Class  I  raikoads.  Its  carry-through  to 
net  income  (equivalent  in  railroading 
to  operating  profit  margins  for  indus- 
trial companies)  in  the  first  nine 
months  of  1975  was  10.4%,  compared 


The  ebb  and  flow  of  the  diverse 
products  MoPac  hauls  makes  the 
difference  between  poverty  and 
prosperity.  As  lumber  and  grains 
fade,  autos,  chemicals  and  coal 
keep  MoPac  busy. 
200 

CHEMICALS 

150 


100 


150 


COAL 


o 

t-1 

CM 

(D 

- 

;n 

r>. 

r>. 

hs 

r^ 

r 

r>. 

i-t 

f-H 

Ok 

Jenks  of  MoPac-Mississippi  River 

with  1.5%  for  Class  I  rails  as  a  group. 
Impressed,  Moody's  Investors  rating 
serxice  mo\ed  MoPac's  equipment 
tnist  certificates  to  AA  from  A— onK 
si.\  others  have  a  similar  rating. 

The  Missouri  Pacific  Railroad  is 
62%  owned  by  St.  Louis-based  Mis- 
sissippi River  Corp.,  the  holding  com- 
pany through  which  the  late  Bill  Mar- 
bury' bootstrapped  himself  into  con- 
trol of  a  great  empire.  Last  month, 
Mississippi  River  made  an  ofl^^er  to  buy 
the  remaining  38%  of  the  railroad  in 
exchange  for  its  own  shares.  It  was 
an  attractive  offer:  MoPac  shares  be- 
gan the  year  at  around  18  on  the 
American  Stock  Exchange;  they  would 
be  traded  nearly  share-f()r-.share  for 
Mississippi  River  shares  which  .sell  for 
33.  As  the  stock  poured  in— indica- 
tions were  that  the  parent  would  end 
lip  with  90%  or  more— Jenks  was  clos- 
ing a  circle  that  his  predeces.sor  Bill 
Marbury  had  started   18  years  earUer. 

It  was  an  act  of  sheer  nerve  when 
Marbury.  who  ran  a  small  gas  pipe- 
Une  company,  began  using  its  cash 
and  earnings  to  buy  stock  in  MoPac 
on  the  opt'n  market.  The  gas  pipeline 
had  assets  of  $130  million;  MoPac's 
were  $1.1  billion.  By  laying  out  a  to- 
tal of  just  $58  million,  Mississippi 
Hiver  ended  up  with  control  of  the 
railroad.  This  was  not  Marbury "s  onK 
act  of  empire-building:  At  various 
times  he  tried  to  get  control  of.  among 
others,  Missouri  Portland  Cenn-nt  and 
(iranite  City  Steel.  It  was.  howcNj-r, 
the  only  one  that  worked.  Once  he 
had  control  of  the  railroad.  Marbury 
had  to  decide  what  to  do  with  it. 
Me  was  no  railroadman.  He  had  siiii- 
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ply  been  buying  assets  on  the  cheap. 

In  1960  Downing  Jenks  came  to 
talk  with  Marbury.  He  wasn't  looking 
for  a  job,  however.  Jenks  was  then 
running  the  Chicago  Rock  Island  & 
Pacific  Railroad.  The  Rock  Island, 
now  bankrupt,  was  then  quite  profit- 
able, paying  a  nice  dividend  and  car- 
rying a  reasonable  debt  load.  MoPac 
was  just  four  years  out  of  bankruptcy, 
was  carrying  what  looked  like  back- 
breaking  debts  and  was  embroiled  in 
a  legal  dispute  with  the  Alleghany 
Coip.  that  challenged  the  control  Mar- 
bury  was  trying  to  exercise.  Why  not 
merge  the  strong  Rock  Island  with 
the   not-yet-steady-on-its-feet    MoPac? 

Marbury— wisely  as  it  turned  out— 
wasn't  interested.  But  he  was  inter- 
ested in  Jenks.  Just  months  later, 
Jenks  was  running  MoPac. 

Jenks   is   one   of   that   small    breed 


who  begin  learning  about  railroading 
almost  as  soon  as  they  learn  to  read 
and  write  and  do  arithmetic.  His 
grandfather  had  helped  James  J.  Hill 
build  the  Great  Northern.  His  father, 
Charles  O.  Jenks,  was  a  vice  presi- 
dent. While  still  in  his  teens,  Jenks 
worked  summers  as  a  chainman  on 
the  Spokane,  Portland  &  Seattle.  After 
Yale,  where  he  majored  in  industrial 
engineering,  he  worked  briefly  for  the 
Pennsylvania  Railroad  before  joining 
his  father  on  the  Great  Northern.  For 
six  tedious  years,  his  father  refused  to 
promote  his  son  above  the  rank  of 
trainmaster;  if  young  Downing 
wanted  to  run  a  railroad,  he  would 
have  to  get  there  the  hard  way.  He 
did.  In  1948,  when  he  was  33,  young 
for  railroading,  he  was  made  general 
manager  of  the  Chicago  &  Eastern  Il- 
linois Railroad. 


Almost  without  exception,  those 
railroads  that  are  doing  well— the 
Southern,  the  Union  Pacific,  the  Ches- 
apeake &  Ohio  and  the  Norfolk  & 
Western— are  the  roads  whose  man- 
agements invested  most  heavily  in 
plant  and  equipment:  For  railroading 
is  essentially  a  service  industry,  and 
you  can't  render  good  service  with 
poor  plant  and  equipment.  Jenks,  who 
came  up  through  the  tracks,  not 
through  the  legal  or  financial  depart- 
ments, deeply  understood  this  fact. 
"To  build  a  good  railroad,"  says  Jenks, 
"you  must  first  build  up  the  proper- 
ty. Get  your  track  and  equipment 
in  shape." 

It  is  customary  in  the  highly  lever- 
aged railroad  industry  to  even  out 
earnings  by  cutting  back  on  mainte- 
nance when  things  are  slow  and 
catching  up  when  business  picks  up. 


Boom  Country.  From  St.  Louis,  MoPac 
expanded  first  into  Texas  and  then 
north  to  Chicago  by  acquiring  neigh- 
boring railroads,  and  thus  was  well 
placed  to  benefit  from  mid-America's 
spectacular  growth.  Today's  big  ques- 
tion: Will  MoPac  be  allowed  to  make 
other  and  bigger  acquisitions  so  it  can 
become  a  transcontinental  railroad? 
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O'Leary  of  Mississippi  River 
Lloyd  of  Missouri  Pacific 


Jenks  and  Marbury  didn't  fall  into  this 
trap.  They  spent  consistently  on 
maintenance  in  good  years  and  bad. 

True  to  form,  Jenks  and  his  No. 
Two  man  at  MoPac,  President  John 
Lloyd,  in  last  year's  recession  laid 
290  miles  of  track  and  added  2,591 
freight  cars  and  80  locomotives.  The 
bill:  a  hefty  $104  million,  at  a  time 
when  most  railroads  were  paring 
maintenance  to  the  bone.  This  year 
there  will  be  more  of  the  same.  In  all, 
since  1962  MoPac  has  sunk  over  $1 
billion  into  new  equipment  and  main- 
tenance, pushing  MoPac's  bad-order 
ratio— the  percentage  of  disabled  cars 
in  the  fleet— down  from  9%  to  6%,  vs. 
an  industry  average  of  8.7^. 

But  maintenance  is  only  part  of 
the  story.  What  helped  promote 
Jenks  from  being  the  boss  of  a  mod- 
estly successful  railroad  in  mid-Amer- 
ica to  the  railroad  industry's  rising 
star  was  his  all-cash  $25-million  pur- 
chase in  the  mid-1960s  of  a  78%  in- 
terest in  the  Chicago  &  Eastern  Il- 
linois, an  862-mile  line  operating  from 
Chicago  to  St.  Louis  and  Thebes,  111. 

Suffering  from  a  decade  of  neglect 
and  a  frequent  money  loser,  the  C&EI 
didn't  look  like  much  of  a  buy.  To 
get  the  rails  into  shape  cost  a  further 
$15   million,   but  with   the   C&EI   in 


its  system,  MoPac,  which  already  con- 
trolled the  lucrative  Texas  &  Pacific, 
could  offer  shippers  a  direct  1,092- 
mile  route  from  Chicago  to  Houston. 
Better  still,  it  meant  MoPac  could  use 
the  C&EI  line  to  bypass  its  own  yards 
in  St.  Louis,  the  second  busiest  rail- 
road point  in  the  country.  That  alone 
cut  transit  time  on  the  North-South 
run  by  anywhere  from  12  to  24  hours. 

Now  Jenks  had  something  to  offer 
the  auto  industry.  Detroit  is  still  the 
car  capital  of  the  world,  but  over 
the  last  15  years  or  so  the  Big  Three 
have  moved  a  surprisingly  large  num- 
ber of  parts  and  assembly  shops  away 
from  the  congested  Detroit  area— of- 
ten on  to  MoPac  lines.  For  instance, 
General  Motors  has  an  auto  assembly 
plant  in  Kansas  City,  Mo.  and  one  in 
Arlington,  Tex.  Ford  Motor  is  in  Chi- 
cago Heights  on  the  C&EI.  "They 
don't  come  on  our  lines  to  get  fire  en- 
gine service,"  says  Lloyd,  "but  to  get 
consistent  service."  If  MoPac  can 
guarantee  CM  that  a  railcar  will  be 
alongside  its  Kansas  City  assembly 
plant  every  second  morning  out  of 
Chicago,  GM  can  reduce  its  inven- 
tories. In  effect,  GM  uses  MoPac's  car 
as  its  warehouse. 

In  1971  MoPac  expanded  its  office 
in   Detroit   to   cultivate  its   ties   with 


the  automakers.  The  payoff  has  been 
impressi\e:  Between  1971  and  1974, 
MoPac's  gross  freight  revenues  for 
autos  and  parts  roughly  doubled,  to 
$68  million,  as  MoPac  took  business 
away  from  truckers  and  railroads  like 
the  Illinois  Central  Gulf.  Last  year 
was  grim  in  the  auto  industry.  But 
not  for  MoPac.  Its  auto  business 
climbed  further,  13%,  to  $76  miUion. 
One  reason:  Last  fall  MoPac  put  on  a 
.special  train  for  auto  parts  from  Chi- 
cago to  Arlington,  Tex.  just  for  GM. 
Given  top  priority,  it  runs  on  a  31- 
hour  schedule,  cutting  almost  17 
hours  off  the  1,000-mile  journey.  With 
auto  sales  picking  up  rapidly  this  year, 
traffic  on  the  C&EI  is  running  75% 
ahead  of  last  year. 

Autos  are  now  MoPac's  third-most- 
important  freight  after  chemicals  and 
grains.  "Ten  years  ago  we'd  run  may- 
be 50  to  60  chemical  cars  a  day  out 
of  the  Houston  area,"  recalls  Lloyd. 
"Now  we  ha\e  maybe  t\vo  solid  trains 
each  with  100  cars." 

Chemical  Push 

The  migration  of  chemical  compa- 
nies to  southern  Texas  swelled  Mo- 
Pac's profits  enormously.  But  it  wasn't 
business  that  simply  fell  into  its  lap. 
MoPac  must  match  wits  with  a  pow- 
erful array  of  heavily  subsidized  and 
generally  unregulated  water  carriers. 
As  Jenks  puts  it,  "These  bargemen 
carry  their  tariffs  in  their  hip  pock- 
ets"—meaning  that,  unlike  the  regulat- 
ed rails,  the  bargemen  can  change 
their  rates  at  will  to  remain  competi- 
ti\e.  Since  no  figures  are  readily  avail- 
able from  the  water  carriers— either 
for  their  rates  or  for  their  volume  of 
business— MoPac  can't  say  for  sure  if 
it's  gaining  ground.  But  clearly  it's 
holding  its  own  in  chemicals.  In  five 
years  MoPac  has  uppcd  its  chemical 
business  by  70%,  to  $172  million.  As 
a  chemical  shipper  told  Forbes,  "On 
MoPac  you  needn't  go  slow  for  fear  of 
derailment.  They've  good  roadbeds." 

Wliile  e\ery  shipper  can  and  docs 
trot  out  a  stock  list  of  grouses  against 
MoPac,  Jenks  and  Lloyd  these  days 
are  picking  up  more  boutiuets  than 
brickbats.  "They  are  probably  offering 
better  service  than  any  railroad  V\v 
ever  seen,"  says  International  Paper's 
Transportation  General  Manager  Ar- 
thur   Hooks,    a    former    railroader. 

Most  railroads  long  ago  ({uit  taking 
less-than-carload  orders.  Not  MoPac. 
It  rightly  believes  that  by  helping 
firms  like  Sears,  Roebuck  or  Mont- 
gomery Ward  with  their  small  orders, 
it  will  eventually  win  more  of  their 
carload  business.  Similarly,  MoPac 
runs  a  3,779-unit  trucking  fleet  with 
18,000  miles  of  routes  as.  in  effect,  a 
loss  leader.  Again,  MoPac  hopes  to  re- 
coup the  losses  as  satisfied  custotujTs 
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from  fl7e  international-sized  Seville 
to  the  family-sized  Sedan  deVille, 
Cadillac  offers  the  luxury  of  choice. 
You  can  select  from  ten  basic 


Two  kinds  of  luxury. 
One  great  name. 


Cadillac  models-including  Eldorado, 
with  the  only  convertible  built  in 
America.  And  the  Cadillac  Limou- 


sine, only  U.S. -built  production  car 
designed  and  built  as  a  limousine. 
Whatever  you  want  in  a  luxury 
car,  Cadillac  has  it. 


delivers. 

Unequalled  help  in  financing  import/export  trade. 


International  connmerce.  It  can  be  incredibly 
complex.  A  nightmare  of  regulation  and  red  tape. 

Or  you  can  make  it  considerably  simpler.  With 
simply  a  phone  call  to  Chase. 

If  you're  having  problems,  Chase's  Trade 
Specialists  can  help.  In  collecting  foreign  receiv- 
ables. In  accelerating  payment  under  letters  of 
credit.  In  financing  your  exports  of  capital  equip- 
ment. 

Because  Chase  delivers.  In  all  areas  of  trade 


financing.  Including  import  letters  of  credit,  and 
arranging  of  Eximbank  and  FCIA  financing.  More- 
over, we  pay  letters  of  credit  at  any  of  our  four  Edge 
Act  banks,  in  addition  to  New  York,  without  special 
arrangements. 

Take  advantage  of  Chase  trade  financing.  And 
profit  from  banking  that  can  save  you  money  as 
well  as  lend  it.  To  get  started,  contact  your  Chase 
Relationship  Manager.  Today. 
Give  your  company  The  Chase  Advantage.  I 
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put  more  business  on  its  rails.  And 
where  Santa  Fe  has  quit  air  freight 
forwarding,  MoPac  makes  a  good 
profit.  "We  don't  make  a  lot,"  says 
Lloyd,  "but  it's  one  more  sales  tool." 

MoPac's  transportation  ratio— the 
percentage  of  revenues  swallowed  up 
by  wage  and  fuel  bills— is  a  high 
38.4%,  vs.  Southern  Railway's  33%. 
Lloyd  blames  that  on  the  fact  that 
MoPac  runs  twice  the  number  of 
trains  it  did  20  years  ago,  and  its  av- 
erage haul  is  a  modest  386  miles  as 
against  Southern  Pacific's  555  miles 
and  Burlington  Northern's  519  miles. 
A  decade  ago,  long  trains  were  con- 
sidered the  answer  to  cost  control— 
they  reduced  labor  costs.  But  long 
trains  mean  less  frequent  service,  so 
the  trend  is  now  to  shorter  trains. 

For  all  their  sagacity,  Jenks  and 
Lloyd  are  also  plumb  lucky. 

Just  look  at  the  map  {p.  29).  From 
St.  Louis,  MoPac's  rails  fan  out  across 
12  states,  through  the  corn  belt  to 
Kansas,  north  to  industrial  Chicago 
and  south  to  New  Orleans  and  to  all 
the  important  Gulf  ports,  while  its 
Texas  &  Pacific  stretches  out  to  Dal- 
las and  El  Paso.  And  that's  boom 
country.  In  the  18  major  cities  Mo- 
Pac serves,  the  population  is  rising 
three  times  faster  than  the  U.S.  aver- 
age. In  just  the  last  five  years,  1,100 
new  plants  or  expansions  costing 
$3.4  billion  have  gone  up  alongside 
MoPac  tracks.  And  remember,  Mo- 
Pac isn't  a  land-grant  railroad.  When 
it  develops  an  industrial  park  it  can- 
not dig  into  its  own  land  bank  like 
Southern  Pacific  or  Union  Pacific,  but 
must  go  into  the  real  estate  market 
like  any  other  purchaser. 

Winners  Offset  Losers 

Geography  brings  another  payoff. 
Look  at  the  diversity  of  traffic  Mo- 
Pac gets.  Besides  autos  and  chemi- 
cals, MoPac  is  a  big  grain  hauler.  It 
collects  huge  shipments  of  western 
coal  at  Pueblo,  Colo,  and  even  does  a 
nice  business  running  coking  coal 
westbound  from  Oklahoma  to  CF&I 
Steel  Corp.  back  in  Pueblo.  It's  big 
in  piggyback  traffic  and  is  a  sizable 
conveyor  of  food  products. 

The  beneBts  of  diversity  showed  up 
starkly  last  "year:  Southern  Pacific  re- 
lies hea\'ily  on  lumber  and  auto  ship- 
ments, and  slumped  to  a  $28  mil- 
lion deficit  in  1975's  first  quarter.  Mo- 
Pac's earnings  were  off  for  most  of 
last  year,  but  it  was  never  in  danger 
of  slipping  into  the  red;  for  the  full 
year  its  carloadings  were  down  only 
8.5^,  vs.  a  id. 2%  drop  in  the  western 
district.  "Frankly,  I  sort  of  looked  for- 
ward to  last  year,"  chuckles  Jenks. 
"Our  oflBcers  had  never  been  through 
a  recession.  It  was  their  first  good 
test."   What   made   Jenks   particularly 
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"New  York  and  I 
have  this  love/hate  thing" 

I  goto  New  York 
five  or  six  rimes  o  year 
And  I  never  wont  to  go 
until  I  get  there. 
New  York  ond  I 
hove  this  iove/hote  thing. 

I  know  I'll  work  too  hord,  thot  HI 
crowd  OS  nnuch  New  York  os  I  con  into 
just  one  week,  stoy  up  holf  the  night, 
every  night,  go  home  exhausted,  and 
love  every  second  of  it. 

That's  vvhy  I  stay  at  The  Biltmore. 

It's  OS  much  New  York  os  you  con 
find  in  o  hotel. 

(You  should  see  how  they  take  core 
of  me.  Even  ot  check-out,  they've  got 
Q  system:  I  just  drop  off  the  room  key 
when  I  leave.  They  bill  me  later) 

You  know  something  happens  at 
The  Biltmore  that  just  doesn't  happen 
in  those  plosti-gloss,  modular  hotels 
that  hove  plopped  themselves  down 
in  every  cit/  in  the  country 

If  I'm  going  to  a  cit/ 1  love,  why 
should  I  stay  in  a 
place  I  hate? 


The  Siltmofe 

43rd  G  Modiso' 

(800;  221  26Q0  In  New  York  Store  call 

(800}  522  6449  In  rhe  city  661  1717 


Coll  your  corporore  travel  office  or  trove!  ogent 
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Hazardous^  Most  chemicals  still  u     <      )y  water;  it's  safer,  if  slower. 
But  MoPac  keeps  its  rails  in  shape,  gets  chemicals  from  Texas  to  the  East 
four  days  faster  than  by  tanker,  and  has  few  crashes  as  bad  as  this  one  on  a 
competitor's  line.  Thus,  chemicals  have  become  MoPac's  No.  One  commodity. 


p:oud  of  his  boys  was  that  in  head- 
to-head  competition  with  lines  Hke 
Union  Pacific,  Southern  Pacific  and 
the  Santa  Fe,  MoPac  improved  its 
market  share  in  the  territory  west 
of  the  Mississippi  to  17.3%,  almost  a 
point  higher  than  in  1974. 

Last  year,  for  instance,  Jenks  bat- 
tened down  early,  mothballing  55  lo- 
comotives and  5,000  freight  cars 
while  furloughing  2,000  employees. 
No  point  in  paying  big  maintenance 
bills  only  to  have  the  cars  sit  idle. 

To  outsiders,  most  railroads  look 
incredibly  complex  and  incredibly  in- 
eflScient.  They  are.  No  other  indus- 
try is  so  intertwined.  A  railcar  fre- 
quently traverses  three  or  four  dif- 
ferent company  lines  in  a  single  jour- 
ney. At  any  time  more  cars  are  on 
sidings  than  on  main  lines.  The  rail- 
road industry  boasts  1.7  million 
freight  cars,  but  on  average  each  car 
handles  a  revenue  load  only  every 
25th  day. 

Equipment  costs  hit  the  railroads 
in  two  ways:  on  the  income  statement 
as  an  expense  for  renting  cars  from 
other  roads,  and  on  the  balance  sheet 
as  a  large  slab  of  the  railroad's  debt. 
MoPac  spends  about  $37  million  a 
year  or;  car-hire  charges,  more  than 
most  railroads,  because  it  both  orig- 
inates and  terminates  trafiic.  MoPac 
runs  a  63,000-car  fleet,  and  its  new- 
equipment  bill  each  year  is  $75  mil- 
lion and  up.  If  MoPac  could  increase 
its  car  usage  by,  say,  5%  it  would 
save  millions  on  car  hire  and  millions 


more  on  new  equipment  purchases. 
Maybe  $75  million  a  year. 

Since  1970  MoPac  has  struggled 
to  install  a  complex  computer  system 
that,  in  bits  of  information,  claims 
to  rival  the  one  used  for  the  Apollo 
moon  launchings.  Using  two  IBM 
370s  in  St.  Louis  and  224  satellite 
mini-  and  micro-computers  out  in  its 
yards,  MoPac  is  attempting  to  sched- 
ule each  individual  car  by  computer, 
a  feat  no  other  railroad  has  attempt- 
ed. Sensibly,  MoPac  is  installing  the 
program  in  stages;  it  should  be  com- 
pletely on  line  sometime  in  1978.  By 
then  MoPac  will  have  spent  $40  mil- 
lion, but  MoPac  will  already  have 
recouped  that  much  in  lower  car- 
hire  charges. 

The  biggest  hope,  however,  is  that 
its  computers  increasingly  will  allow 
MoPac  to  bypass  its  hump  yards. 
MoPac  isn't  saying  it  can  eliminate 
its  yard  work  entirely.  But  unlike  the 
Santa  Fe,  which  has  just  built  a  costly 
new  yard  in  Kansas  City,  MoPac  is 
saying  it  will  need  fewer  yards  as  its 
computers  meld  more  trains  out  on 
the  lines.  At  $50  million  for  a  new 
yard,  the  savings  could  be  enormous, 
provided  MoPac  can  keep  the  bugs 
out  of  its  computers.  Thus  far,  it  has 
been  successful.  At  Memphis,  tradi- 
tionally among  MoPac's  biggest  bot- 
tlenecks, Lloyd  claims  cars  now  take 
only  six  hours,  vs.  40  hours  in  pre- 
computer  days. 

Part  of  MoPac's  computer  experi- 
ment is  being  funded  with  a  Federal 


Railroad  Administration  grant,  and  in 
turn  MoPac  has  agreed  to  pass  along 
all  of  its  knowledge  to  other  railroads 
for  a  nominal  fee.  But  by  then  MoPac 
will  have  a  head  start. 

Since  Bill  Marbuiy  died  in  July 
1971  Jenks  has  spent  less  time  in 
his  private  car  on  his  beloved  rails 
and  more  time  behind  his  desk  un- 
tangling Marbury's  legacy. 

One  of  his  most  important  nioxes 
was  to  end  a  long  feud  with  Alle- 
«^ghany  Corp.  and  Allan  Kirby,  suc- 
cessor there  to  Robert  Young— the 
20-year  legal  tussle  with  Alleghany 
that  threatened  Mississippi  River's 
control  of  the  railroad.  When  MoPac 
emerged  from  its  long  bankruptc\-  in 
1956,  Alleghany,  which  had  owned 
the  controlling  block  of  the  old  com- 
mon stock,  received  a  package  of 
nearly  worthless  Class  B  stock.  The 
real  control  of  the  railroad  was  in 
New  York  Stock  Exchange-listed 
Class  A  stock,  which  was  what  Mar- 
bury  bought.  But  as  the  railroad 
climbed  back  to  unexpected  prosperi- 
ty, Alleghany  began  pushing  for  its 
rights.  In  the  end  Jenks  paid  Alle- 
ghany and  the  other  holders  $73  mil- 
lion, much  of  it  in  borrowed  cash,  and 
retired  all  of  the  Class  B  stock. 

Good  Debt? 

That  still  leaves  MoPac  with  what 
looks  like  a  great  deal  of  debt:  $740 
million  worth,  nearly  twice  as  big  iis 
stockholders'  equity;  most  railroads 
are  50%  common  equity  or  better. 

"But  gosh,  what  beautiful  debt  it 
is,"  muses  Jenks.  "Those  2045s  with 
interest  at  only  5%  and  payable  only 
if  earned,  for  example."  He  has  a 
point.  That  income  issue  amounts  to 
$100  million  and  is  the  kind  of  debt 
most  corporations  would  dearly  lo\c 
to  have.  Leaving  aside  equipment 
trust  certificates,  Jenks  points  out, 
MoPac  doesn't  have  an  important 
debt  maturity  until  1990,  when  $112 
million  of  4J«s  come  due.  In  fact,  this 
summer  Jenks  expects  to  repay  the 
bankers  for  the  Alleghany  deal, 
roughly  three  years  ahead  of  sched- 
ule, thanks  to  strong  rail  earnings. 

Jenks  always  knew  the  rails  would 
make  him  money.  What  he's  now  dis- 
covering is  that  Mississippi  Rixer's 
original  pipeline  is  also  a  gusher.  Run- 
ning along  MoPac's   eastern   rint   and 


Iron  Horse.  Breaking  ground  in  1851,  MoPac  was  the  first  line  west  of  the  Mississipf 
1854  _  iQn4  _     A.Cli   .  1940 
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roughly  parallel  to  the  Mississippi 
River,  it  stretches  for  440  miles  from 
northern  Louisiana  where  it  collects 
gas  from  three  other  pipelines  to  St. 
Louis,  where  its  biggest  customer  is 
Laclede  Gas,  the  local  utility. 

Faced  with  a  one-third  curtailment 
in  supplies  three  years  ago,  Mississippi 
River  began  building  two  storage 
fields  in  northern  Louisiana  and  went 
exploring  for  gas  in  the  Texas  Pan- 
handle. Taking  a  gamble,  it  put  up  a 
third  of  the  cost  for  the  discovery 
well,  which  turned  out  to  be  a  win- 
ner. Under  its  contract,  Mississippi 
River  has  the  right  to  purchase  92% 
of  all  the  gas  found,  but  pays  only 
6%  of  the  drilling  costs  on  future 
wells,  a  trifling  $180,000  out  of  the 
$3  million  each  well  costs.  "Out  of 
53  attempts,  we've  had  26  successful 
wells,"  says  Mississippi  River  President 
Thomas  O'Leary,  a  41 -year-old  ex- 
Marine  Gorps  pilot  and  ex-Gitibanker 
who  is  expected  to  succeed  Jenks 
when  he  retires  in  1980.  O'Leary's 
luck  with  the  wells  means  that  18% 
of  the  gas  the  pipeline  carries  is  from 
reserves  it  controls,  vs.  2%  in  1973. 

O'Leary  pays  just  56  cents  per 
mcf  for  his  new  gas  and  sells  it 
to  Laclede  for  $1.  Any  increased  costs 
automatically  flow  through  to  con- 
sumers. But  with  the  price  of  an 
equivalent  amount  of  oil  at  $2.40, 
O'Leary  doesn't  yet  need  to  worry 
about  being  uncompetitive.  Right 
now  he  can  cheerfully  count  up  his 
profits,  which  this  year  could  top  $13 
million,  as  against  197rs  $7  million. 

He  caji  also  expect  $7  million  this 
year  in  ^eash  flow  from  River  Gement 
Go.,  a  smallish  ( 1.2  million  tons  ca- 
pacity) but  profitable  plant  built  40 
miles  south  of  St.  Louis  in  1964  by 


Marbury.  It's  a  nice  property.  With 
a  100-year  limestone  supply,  easy 
access  to  both  low-cost  Illinois  coal 
and  river  transportation,  and  with 
scant  local  competition.  River  Gement 
is  thriving.  In  1975,  a  horrible  con- 
struction year,  it  operated  at  77%  of 
capacity  to  net  $3.9  million,  a  hand- 
some 10%  return  on  capital. 

Surveying  The  Field 

What's  ahead  for  Mississippi  Riv- 
er—or Missouri  Pacific  Gorp.  as  Jenks 
wants  stockholders  to  call  the  com- 
pany in  future?  Glearly  bumper  times 
on  the  rails.  Jenks  can  already  see  an- 
other $2.6-billion  investment  in  chem- 
ical plants  coming  into  his  territory, 
which  he  reckons  will  mean  an  extra 
100,000  carloadings  a  year.  Then  too 
he  sees  western  coal  traflBc  increasing 
tenfold  by  1980,  and  while  the  cur- 
rent drought  could  affect  this  year's 
grain  shipments,  Jenks  knows  that  an 
improving  economy  will  help  his  lum- 
ber and  auto  shipments. 

Research  Director  David  Jones  at 
St.  Louis'  Newhard,  Gook,  believes 
MoPac's  earnings  this  year  will  rise 
25%,  but  quickly  adds,  "The  way 
things  are  going,  1  may  be  too  con- 
servative." Net  income  of  $58  million, 
therefore,  would  not  be  surprising. 
True,  there  will  be  some  slight  dilu- 
tion initially  of  Mississippi  River's  per- 
share  earnings  after  consolidation, 
but  MoPac's  fast  growth  should  soon 
ofi^set  that. 

What  will  Jenks  do  with  all  this 
money  and  with  his  now  firm  grip  on 
the  railroad?  Watch  the  rails,  rather 
than  cement  or  natural  gas  or  other 
diversifications. 

MoPac  could  profitably  merge  with 
some  smaller  lines  as  it  did  with  the 


Kansas,  Oklahoma  &  Gulf  in  1964  for, 
in  effect,  $4.5  miUion— a  sum  already 
repaid  several  times  over.  Jenks  ad- 
mits he  wouldn't  mind  picking  up  a 
slice  of  the  Rock  Island  line  to  get 
double  trackage  from  St.  Louis  to  Kan- 
sas Gity,  and  he  certainly  wouldn't 
rule  out  buying  the  Denver  &  Rio 
Grande  Western  Railroad,  which  con- 
nects with  MoPac  at  Pueblo  and 
would  give  Jenks  greater  access  to 
western  coal  shipments. 

Such  deals,  however,  wouldn't  do 
much  to  accomplish  Jenks'  cherished 
dream  of  making  MoPac  a  truly 
transcontinental  line.  Will  Jenks— as 
he  hints  he  might— really  bid  for  the 
Santa  Fe  or  the  Southern?  If  it  sounds 
farfetched,  remember  that  in  the  Six- 
ties under  Marbury  a  far  weaker  Mo- 
Pac actually  made  an  unsuccessful 
pass  at  Santa  Fe.  A  merger  now  would 
yield  all  kinds  of  duplicate  track  plus 
access  to  the  Goast  for  MoPac.  The 
gossip  now  is  the  West  will  soon  have 
just  four  to  six  railroaders. 

"First  off,"  Jenks  told  Forbes  when 
we  asked  him  about  his  merger  am- 
bitions, "you  need  pretty  good  fig- 
ures so  your  stock  exchange  is  right 
for  you."  With  Alleghany  Gorp.  out 
of  the  way,  with  the  railroad  about 
to  be  safely  consolidated  into  the 
parent  company  and  with  his  spark- 
ling earnings  record,  Downing  Jenks 
finally  has  the  figures,  the  numbers, 
he  needs.  "Every  railroader  is  study- 
ing mergers  every  spare  minute  he 
gets,"  says  MoPac's  President  Lloyd. 
"It's  like  a  game  of  chess.  One  makes 
a  move  and  the  others  must  move 
for  defensive  reascis.  The  big  move 
could  happen  this  year." 

Maybe,  just  maybe,  all  those  Mo- 
Pac dreams  will  finally  come  true.   ■ 


the  pace  with  its  old  steam-belchers,  flying  Eagles  (for  passengers)  and  its  ugly  but  efficient  diesels 
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Back  In  The  Running 


Only  a  few  years  ago,  NCR  looked  headed 

for  the  corporate  scrap  heap.  It  has  made  a  brilliant, 

if  not  yet  finished,  turnaround. 


be  individually  tailored  to  each  cus- 
tomer. Instead,  it  would  sell  stan- 
dardized products,  complete  with 
software,  for  supennarkets,  depart- 
ment stores,  banks,  hospitals,  indus- 
trial plants  and  government  agencies. 
This  cut  producing  and  special  sup- 
port costs,  enabling  NCR  to  sell  its 
computer  systems  cheaper  than  most 
of  its  competitors.  For  example,  its 
typical  supermarket  system  with  scan- 
ner sells  for  $143,000,  vs.  $151,000 
for  a  similar  IBM  system. 

New  Man  On  Top 

NCR  did  one  other  thing:  It  got  a 
new  chief  executive  who,  like  the  new 
product  line,  does  not  fit  the  old  com- 
pany mold.  Bom  in  China  of  British 
parents  and  educated  in  Shanghai, 
William  S.  Anderson,  57,  worked  for 
NCR  for  some  25  years  but  always  in 
the  Far  East,  where  he  made  his  mark 
as  chairman  of  NCR  Japan.  When  he 
got  to  Dayton,  people  knew  it— of 
the  29  NCR  vice  presidents  in  1972, 
two-thirds  have  either  retired  early, 
taken  lesser  jobs,  or  left  NCR  alto- 
gether. Those  remaining  found  out 
that  when  he  asked  a  question,  he 
wanted  quick,  precise  answers,  and 
he  let  it  be  known  that  smoking  in 
his  office  was  bad  manners.  He  also 
made  a  practice  of  visiting  district 
sales  offices,  often  unannounced. 

Anderson  is  not  yet  in  a  position  to 
let  up.  NCR  now  has  almost  as  much 
debt  as  stockholders'  equity  ($664 
million,  vs.  $798  million).  Its  interest 
charges  came  to  $64  million  last  year 
—almost  equal  to  aftertax  profits. 
Meanwhile,  NCR  must  spend  heavily 
on  research  and  development,  roughly 
$90    million    a    year,    lest    Burroughs 


Fon  i)i:c;ades,  Dayton's  NCR  Corp. 
made  a  handsome  living  from  me- 
chanical cash  registers  and  account- 
ing machines,  but  new  technology 
was  fast  sending  this  kind  of  equip- 
ment the  way  of  the  buggy  whip. 
Companies  like  International  Business 
Machines  and  Burroughs  were  push- 
ing NCR  aside  with  their  new  high- 
speed, computer-based  electronic 
models.  As  recently  as  1972,  NCR 
was  in  deep  trouble. 

'x)ok  again.  By  the  end  of  1975 
N(>R  had  increased  its  market  share 
in  electronic  cash  registers  from  50% 
to  61%.  In  electronic  accounting  ma- 
chines for  banks  and  other  financial 
institutions,  NCR  is  now  running  a 
close  second  to  Burroughs.  Now  NCR 
is  out  to  computerize  the  shop  floor 
of  industrial  plants,  and  already  leads 
IBM  in  this  market. 

As  recently  as  1972  NCR  lost  $60 
million,  or  $2.68  a  share.  In  the  next 
two  years  profits  recovered  to  a  rec- 
ord $3.67  a  share,  only  to  fall  back 
to  $2.99  last  year  on  sales  of  $2  bil- 
lion. This  year  first-quarter  profits 
will  still  be  poor,  but  after  that  the 
money  should  start  pouring  in.  A 
Drexel  Bumham  analyst  is  predict- 
ing 1976  per-share  earnings  at  $3.20, 
while  Value  Line  estimates  they  will 
reach  a  record  $3.70. 

How  was  NCR  able  to  get  back  on 
the  track  so  fast? 

It  was  no  secret  what  NCR  had  to 
do.   It  had  to  replace  its  mechanical 
machines   with   computer-based   elec- 
tronic ones.   Fortunately,   NCR  knew 
something   about   computers:    It   had 
been  working  with  them  since  1953. 
But  it  had  never  pushed  them  hard, 
nor— until    1972— even   made   a  major 
effort  to  tie  the  computer 
to  its  main  product  lines. 
Since   then,   however,   the 
company   has    spent    over 
$200  million  updating  its 
product  lines.  This  job,  at 
least    for    now,     will     be 
completed       this       spring 
when  NCR  brings  out  its 
new  family  of  computers. 

In  finally  joining  the 
electronic  age,  NCR  made 
one  wise  strategic  deci- 
sion. It  would  not  follow 
IBM's  or  Burroughs'  lead 
and  put  its  major  effort 
into  designing  a  computer 
.system  that  would  have  to         NCR  is  now  cashing  m  on  its  new  point-of-sale  equipment 


and   IBM— both  richer— don't  leave  it 
in  the  dust  again. 

The  market  that  Anderson  has 
staked  out  does  hold  a  great  deal  of 
promise.  NCR  dominates  the  "point- 
of-sale"  equipment  market,  which 
ranges  all  the  way  from  single  elec- 
tronic cash  registers  that  collect  data 
on  cassette  tapes  to  a  system  of  hun- 
dreds of  cash  register  terminals  con- 
nected, to  a  computer.  It  is  likely  to 
get  e\en  more  of  this  market,  which 
Singer,  Bunker-Ramo,  Pitney-Bowes 
and  MSI  Data  Corp.  of  California 
have  quit  in  the  last  year  or  so. 

NCR  executives  were  especially 
happy  to  see  Singer  leave,  because 
they  now  have  a  chance  to  pick  up 
its  huge  contract  with  Sears,  Roebuck. 
Singer  got  the  contract  by  rushing  in; 
NCR  lost  it  by  moving  too  slowly. 
But,  says  Anderson,  "There's  an  old 
Chinese  pidgin  English  phrase  that 
says,  'Slowly,  slowly  catch  monkey.'  " 
Supennarkets  would  dearly  lo\e 
doing  away  with  stamping  prices  on 
every  item;  this  could  cut  their  op- 
erating costs  by  as  much  as  1.5%.  NCR 
and  IBM  offer  equipment  with  a  laser 
scanner  at  the  checkout  stand  that 
rings  up  the  price  from  a  Universal 
Product  Code  printed  on  each  item. 
However,  California,  Rhode  Island, 
Connecticut  and  Massachusetts  state 
legislatures  have  all  passed  laws  pro- 
hibiting individual  item  price  re- 
moval. Similar  legislation  has  been 
proposed  in  a  number  of  other  states. 
Legal  and  jiolitical  problems  are 
also  holding  back  another  potential 
big  seller  for  NCR.  The  company 
builds  electronic  funds  transfer  equip- 
ment that  allows  anyone  to  make  a 
bank  deposit  or  withdrawal  mereK' 
by  pushing  a  few  buttons.  NCR 
wants  to  sell  EFT  terminals  for  banks 
to  install  in  places  like  shopping  malls 
and  office  buildings.  (NCR  has  sold 
over  3,000  to  Japan's  Sumitomo 
Bank.)  But  U.S.  bankers  hesitate  to 
buy  them  until  state  and  federal  regu- 
lators decide  whether  such  terminals 
are  considered  bank  branches. 

The  point  is  that  NCR 
is  now  building  the  e<jnip- 
inent  that  business  wants 
and  needs— even  if  politi- 
cal factors  are  holding 
back  the  adoption  of  sonic 
of  it.  And  that  is  a  big 
change  from  the  situation 
a  fi'w  years  back. 

"The  bits  and  piece-s  arc- 
in  place,"  says  Anderson. 
"We've  done  the  neces- 
sary reorgani/.ation.  We're 
out  of  mechanical  cash 
registers  and  accounting 
machines.  Our  strategy 
is  in  place.  We  know 
where  we  want  to  go."  ■ 
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Your  Base  in  Europe 


200,000  sq.ft.  ofoff ices  in...... 


London 


Longacre  WC2  Covent  Garden 

250,260  sq.ft.  of  Central  London 
office  acconnnnodation.  Ideal  as  a 
prestigious  headquarters  for  an 
International  Organisation. 
Located  in  the  heart  of  London's 
West  End,  the  business, 
connnnercial  and  entertainment 
centre  of  the  Capital. 
Fully  airconditioned,  this 
impressive  natural  stone  building 
offers  many  special  features 
including  anti-sun  bronzed  glazing, 
landscaped  internal  courtyard, 
spacious  entrance  hall  and 
basement  car  parking. 


Brussels 


Manhattan  Office  Tower 

A  unique  complex  adjoining  a 
major  Metro  station  incorporating 
shops  and  restaurants.  This 
excellent  twenty  storey  office 
building  is  situated  on  the 
important  Place  Rogier,  and  has 
242,188  sq.ft.  of  space  still  available. 
13  high  speed  lifts  serve  all  floors 
which  are  fully  air-conditioned  and 
carpeted  throughout  with  the  floor 
space  designed  to  provide 
maximum  interior  flexibility.  Other 
features  include  a  central 
computerised  telephone 
exchange,  acoustic  insulation,  and 
basement  parking  space  for 
400  cars. 


Frankfurt 


Eurohaus  is  situated  alongside 
the  Motorway  between  the  City 
Centre  and  International  Airport  in 
the  Niederrad  office  park  being 
Frankfurt's  leading  decentralised 
office  location. 
Designed  to  comply  with  all 
possible  requirements  of  tenants 
the  floor  space  is  totally  flexible 
for  autonomous  or.subdivided 
occupation.  Acclaimed  both  for  Its 
interior  and  exterior  features, 
Eurohaus  offers  accommodation 
of  301,389  sq.ft.,  five  high  speed 
lifts,  anti-static  carpeting, 
spacious  entrance  hall  and  space 
for  parking  450  cars. 


All  enquiries  to: 


JONES  UUJG 


Brook  Hoose.  113  Park  Lane 
LofXlon  WIY  4AY 


^^  '^  Chartered  Surveyors 

International  Real  Estate  Consultants 

26th  Floor,  375  Park  Avenue,  New  York,  NY  10022 

Tel:  212  688  8181    Telex:  425793 
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The  Numbers  Game 


The  Perils  Of  Winning  By  [\\  Losing 


It  sounded  like  a  very  interesting 
loan  to  us:  Citibank  was  lending 
FAS  International  (the  old  Famous 
Artists  Schools)— an  erstwhile  high- 
flier emerged  from  bankruptcy  2^2 
years  previously— $16  million  to  pur- 
chase the  assets  of  a  pipe  distribut- 
ing company  in  Pennsylvania.  FAS's 
balance  sheet  was  hardly  inspiring; 
net  worth  was  a  pathetic  $100,000. 
So  what  was  going  on?  Answer:  FAS 
had  an  asset  that  doesn't  show  on  the 
balance  sheet— a  $39-million  tax-loss 
cany-forward  available  to  shelter 
earnings  if  FAS  could  find  any.  The 
acquisition  solved  that  problem  by 
providing  earnings. 

The  tax  laws  provide  every  busi- 
ness cloud  like  FAS  with  a  silver  lin- 
ing. Lose  money  one  year,  and  you 
can  carry  the  losses  back  three  years 
or  forward  five  years  to  offset  or  eliiii- 
inate  taxable  income. 

So  FAS,  with  its  big  losses,  acquires 
Capitol  Pipe  &  Steel's  profitable  as- 
sets, whose  earnings  will  be  sheltered 
by  FAS's  loss  carry-forward  for  up  to 
five  years.  This,  in  effect,  means  that 
Capitol's  new  owners  get  to  keep  a  lot 
of  cash  the  old  owners  would  have 
had  to  pay  in  taxes.  It  would  be  il- 
legal for  Capitol  Pipe  to  acquire  FAS 
just  to  use  the  tax  loss— the  law  pro- 
hibits "trafficking"  in  corporate  "shells" 
for  tax  purposes.  Instead  the  two 
companies  work  the  deal  "backwards," 
with  FAS  doing  the  acquiring.  The 
savings  can  be  used  to  help  pay  ofiF 
the  money  borrowed  to  finance  the 
deal.  A  fine  loan  by  Citibank;  a  great 
boon  to  FAS  stockholders. 

No  Cinch 

Sound  simple?  In  fact,  using  tax 
losses  as  FAS  did  is  an  immensely 
complex  process.  The  legal  and  fi- 
nancial hurdles  are  very  steep.  But 
it  can  be  done,  and  the  FAS  case  is  a 
textbook  example  of  how  to  do  it. 
Alas,  the  FAS  lesson  also  explains 
why  two  of  the  hugest  tax  losses  in 
history— Penn  Central  and  W.T.  Grant 
—are  not  such  perfect  specimens. 

The  legal  barriers  that  FAS  faced 
were  these:  First  of  all.  Section  269 
of  the  Internal  Revenue  Code  disal- 
lows the  use  of  tax  losses  in  corporate 
acquisitions  whose  "principal  pur- 
pose" is  tax  avoidance. 

Second,  other  legal  obstacles  pre- 
vent the  use  of  loss  carry-overs  when 
a  company  changes  both  its  line  of 
business    and    its    ownership    in    the 
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same  fiscal  year. 

The  basic  idea  of  these  laws  is  sim- 
ple enough:  to  make  sure  that  rough- 
ly the  same  people  and  businesses 
who  suffer  losses  are  the  ones  to  bene- 
fit from  the  tax  advantage.  Ads  for 
corporate  shells  with  tax  losses  still 
abound  in  business  publications,  be- 
cause some  illegal  trafficking  just  plain 
slips  through  the  audit  process.  And 
in  some  cases,  there  are  other  legiti- 
mate reasons  buyers  can  give  for  ac- 
quiring a  corporate  shell. 

FAS,  of  course,  wasn't  trafficking 
in  corporate  shells;  it  wanted  profits, 
not  losses.  But  it  took  a  lot  of  doing 
to  get  through  the  two  legal  thickets 
of  269  and  the  change-of-business- 
and-ownership  rule. 

First  of  all,  to  avoid  triggering 
269,  it  purchased  the  assets  of  Cap- 
itol Pipe,  not  the  corporation  itself. 
"That's  a  metaphysical  distinction," 
says  Wilmer  Thomas,  one  of  two  in- 
vestment bankers  who  took  over  man- 
agement of  FAS  in  1974.  But  an  im- 
portant one.  Although  269  isn't  sup- 
posed to  prohibit  loss  corporations 
from  resuscitating  themselves  by  ac- 


quiring profitable  businesses,  Thomas 
and  his  partner,  James  Benenson, 
wanted  to  err  on  the  side  of  caution 
—always  wise  when  dealing  with  the 
Internal  Revenue  Service.  In  fact,  they 
made  doubly  sure  not  to  invite  an 
IRS  challenge  on  the  basis  of  269: 
They  made  Capitol  Pipe  a  division, 
not  a  subsidiary,  of  FAS.  That  way 
no  one  could  accuse  them  of  having 
acquired  a  corporation  for  the  forbid- 
den "principal  purpose"  of  avoiding 
income  taxes. 

Second,  Benenson  and  Thomas  had 
to  avoid  radically  changing  their 
business  and  company  ownership  in 
the  same  year.  So  they  spent  months 
in  advance  putting  the  Famous 
Schools,  which  had  been  losing 
$100,000  a  month  in  1974,  on  a 
break-even  basis  to  ensure  their  con- 
tinuity. And  long  before  proceeding 
with  any  negotiations,  they  asked  all 
major  stockholders  to  voluntarily  re- 
strict their  stock— to  make  sure  thiit 
no  change  of  ownership  occurred. 
(The  stockholders  were  duly  reward- 
ed for  their  patience.  FAS  shar«s 
have  risen  from  \^  cents  to  $!.'>.) 
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It's  hard  to  determine  an  air 
freight  company's  speed  by  how  fast 
it  flies.  A  better  way  is  to  determine 
how  often  it  flies. 

Emery  reserves  space  on  key 
flights  of  practically  every  airline  that 
carries  freight.  So  instead  of  having  a 
fleet  of  planes  at  our  command,  we 
have  a  fleet  of  airlines. 

Which  puts  us  on  well  over 
1000  jets  a  day  Or,  with  a  little  simple 
division,  55  jets  per  hour. 

Nobody  else  flies  at  that  rate. 

And  not  only  do  we  fly  more 
often,  we  fly  to  more  places. 

Emery  flies  5000  route 
segments  per  day,  serving  over  400 
airport  cities.  And,  in  fact,  we  can 


deliver  packages  to  over  33,000 
communities  in  the  United  States. 

What's  more,  if  you  have  a 
package  that  has  to  go  someplace 
airlines  don't  go,  we  can  get  it  there, 
too.  Because  we  also  use  hundreds  of 
offline,  commuter  and  charter  planes 
where  airline  service  is  weak  or 
non-existent. 

What  all  this  means  is  that  you 
don't  have  to  worry  about  your 
package  sitting  around  in  an  airport 
because  it  missed  the  one  plane  going 
its  way  It  means  that  you'll  not  only 
get  a  choice  flight,  but  a  choice  of 
flights.  And  that  your  package  doesn't 
have  to  go  to  some  out  of  the  way 
city  to  get  consolidated  before  it  can 


get  to  where  it's  going. 

But  Emery  doesn't  just  move 
fast  in  the  air.  With  over  2000 
trucks,  3000  employees,  and  even  a 
bike  or  two,  we  keep  things  moving 
on  the  ground  as  well. 

We  even  move  information 
fast.  Thanks  to  a  computer  tracking 
system  that  can  tell  you,  in  ten 
seconds,  everything  you  want  to 
know  about  your  package  but  were 
afraid  to  ask. 

To  see  how  swift  we  are,  call 
your  nearest  Emery  office.  We're  even 
quick  to  pick  up  the  telephone. 
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between  two  points 


So  what's  holding  back  Penn  Cen- 
tral, whose  shares  sell  for  a  mere 
couple  of  bucks  and  whose  potential 
tax  credits  rvui  into  the  billions? 

The  answer  is:  Straightening  out 
FAS  was  a  can  of  worms;  Penn  Cen- 
tral would  involve  barrels  of  worms. 

First  of  all,  Benenson  and  Thomas 
had  to  get  FAS  in  reasonable  shape. 
They  started  with  the  balance  sheet. 
"The  cleaner  the  better,"  Thomas 
says.  "The  reason  this  worked  is  be- 
cause we  didn't  have  a  lot  of  debt." 
FAS  rid  itself  of  $1.3  million  in  trou- 
blesome bank  notes  by  trading  its 
Evelyn  Wood  Reading  Dynamics  sub- 
sidiary to  venture  capitalist  Mau- 
rice Thompson  (Forbes,  Nov.  15) 
for  the  notes. 

In  the  meantime,  the  two  aflFable 
Southerners  were  conducting  a  long 
search  for  an  appropriate  acquisition. 
A  closely-held  company,  of  course, 
would  be  easier  to  talk  into  marriage 
with  an  ex-dog  hke  FAS  than  a  pub- 
lic one.  But  even  more  important, 
Benenson  and  Thomas  had  to  ferret 
out  a  company  possessed  of  very 
cheap  earnings. 

Special  Prescription 

A  glamour  company  with  a  high 
multiple  just  wouldn't  do.  "You  don't 
want  to  go  out  and  buy  something 
at  a  price/ earnings  ratio  of  20," 
Thomas  says.  It  makes  sense:  With 
too  high  a  multiple,  the  payments  on 
the  loan  to  purchase  would  cancel 
out  the  sheltered  earnings,  and  the 
tax  credit  might  expire  long  before 
the  loan  was  paid  ofiF. 

Take  a  hypothetical  example:  Us- 
ing both  the  acquisition  and  your  re- 
maining assets  as  collateral,  you  bor- 
row $10  million  to  pay  five  times 
earnings  for  a  company  that  earns  $2 
million  after  taxes  ($3.8  million 
before  taxes,  assuming  a  48%  tax 
rate).  Suppose  you  have  a  $7.5  mil- 
lion tax  shelter  that  expires  as  fol- 
lows: $5  million  this  year,  $1  million 
next  year,  $500,000  for  three  years 
after  that.  (Each  expiration  reflects 
the  losses  of  the  year  five  years  earli- 
er. )  Because  of  the  tax  shelter,  the  ac- 
quired company  pays  no  income  tax 
this  year;  its  earnings  are  $3.8  mil- 
lion. But  once  the  losses  start  run- 
ning dowm,  part  of  that  income  is 
taxed.  At  that  rate,  and  even  assum- 
ing a  high  rate  of  interest,  you  can 
probably  pay  the  loan  oflF  before  your 
tax  shelter  runs  out.  Without  putting 
up  a  penny  of  your  ov^ti  money,  you 
end  up  owning,  free  and  clear,  a 
company    earning    $2    million    after 


taxes.  With  a  much  higher  P/E,  the 
deal  would  not  v^ork-at  least  not 
without  a  very  long-term  bank  loan. 

The  FAS  example  was  much  more 
complicated  than  that,  but  you  get 
the  idea.  The  prospective  ending  of 
the  FAS  story  looks  happy:  The  com- 
pany will  probably  be  able  to  pay  off 
principal  and  interest  in  a  couple,  of 
years— after  which  it  owns  Capitol 
outright. 

So  why  aren't  W.T.  Grant's  and 
Penn  Central's  losses  being  used  to 
such  advantage?  In  W.T.  Grant's  case, 
the  answer  is  fairly  simple.  The  cred- 
itors had  a  nice  fat  corpse  to  cut  up 
—half  a  billion  in  assets,  versus  a  bil- 
lion in  liabilities.  They  could  get  fifty 
cents  on  the  dollar,  and  the  fact 
that  they  had  to  write  their  debt 
down  by  half  meant  big  tax  savings 
for  them.  So  they  chose  to  liquidate 
rather  than  gamble  on  the  tax  loss. 
In  FAS's  case,  by  contrast,  the  cred- 
itors had  virtually  nothing  to  Uqui- 
date;  the  school's  assets  were  its 
instructors. 

Penn  Central  is  a  lot  more  com- 
plicated. Its  operating  loss  in  1975 
was  $219  million;  its  accumulated  op- 
erating loss  carry-forward  to  date 
runs  up  in  the  neighborhood  of  $1 
billion.  Moreover,  when  its  rail  assets 
are  conveyed  to  Conrail,  it  will  gen- 
erate another  loss  of  multibillion-dol- 
lar  magnitude  (although  the  precise 
amount  of  that  loss  won't  be  known 
until  after  the  legal  dust  settles,  per- 
haps years  hence).  In  the  case  of  rail- 
roads, selling  assets  hke  trackage  at  a 
loss  generates  an  ordinary  loss  that 
can  be  used  to  shelter  future  operat- 
ing income.  The  tax  shelter  could  run 
as  high  as  $100  for  each  of  PC's 
24  million  shares,  and  it  might  last 
seven  years,  not  five,  because  Penn 
Central  is  a  regulated  utility.  So  why 
isn't  it  likely  that  this  multibillion-dol- 
lar  tax  loss  will  be  used  as  FAS's 
was,  even  partially? 

First  of  all,  remember  Wilmer 
Thomas'  dictum:  "The  cleaner  the 
better."  The  bankrupt  Penn  Central 
Transportation  Co.  and  its  barely  sol- 
vent holding  company  parent,  the 
Penn  Central  Co.,  are  loaded  with 
debt  of  every  conceivable  maturity 
and  liens  on  assets. 

Besides,  Penn  Central  Co.  has  24 
million  shares  outstanding.  If  it  were 
to  issue  more  stock  to  make  a  good- 
sized  acquisition,  the  equity  would 
be  hopelessly  diluted  anyway. 

Penn  Central  shareholders  need 
not  yet  abandon  all  hope,  however. 
Forbes      Reporter-Researcher      Paul 


Blustein  recently  contacted  David 
Berger,  reorganization  lawyer  for  the 
parent  Penn  Central  Co.  in  Philadel- 
phia. Said  Berger:  "Instead  of  going 
down  the  death  march  to  Bataan  and 
slugging  it  out  in  the  courts  for  the 
next  75  years  over  the  remains,  men 
of  good  sense  should  sit  down  and 
'figure  out  what  is  best  for  every- 
body concerned— stockholders,  credi- 
tors, everybody.  We  should  figure  out: 
What's  the  pie?  How  can  the  pie  be 
enlarged?" 

Gready  simplified,  this  is  apparent- 
ly what  Berger  is  aiming  at:  First, 
reorganize  the  Penn  Central  Trans- 
portation Co.— that  is,  the  railroad 
company,  not  the  parent  company— 
which  still  has  profitable  nonrail  as- 
sets. If  the  creditors  can  be  induced  to 
accept  a  reorganization  in  which  the 
creditors  leave  the  old  common  stock- 
holders—that is,  the  parent  company— 
with  20%  of  the  new  equity,  then  the 
tax  credit  can  be  saved;  that's  the 
law.  (If  the  old  stockholders  get  less 
than  20%,  the  tax  credit  decreases 
proportionately.)  This  would  involve 
the  creditors  giving  up  a  bit  to  the 
old  stockholders— but  not  much.  On 
the  other  hand,  it  would  leave  the 
Penn  Central's  huge  tax  credit  sub- 
stantially intact. 

With  the  tax  credit,  PC  Transpor- 
tation could  start  making  acquisitions, 
either  using  borrowed  money  or  rais- 
ing money  from  the  sale  of  valuable 
real  estate  it  still  outis. 

Question  Of  Size 

But  hold  on.  Penn  Central  would 
face  the  same  legal  and  financial  ob- 
stacles, writ  very  large,  that  FAS  did. 
It  would  have  to  deal  somehow  with 
its  present  huge  debt— perhaps  by 
persuading  bondholders  to  subordi- 
nate their  claims.  It  would  have  to 
find  and  acquire  big  earnings  with- 
out paying  high  multiples.  It  would 
have  to  step  very  lightly  around  the 
Internal  Revenue  Code;  the  IRS  will 
not  take  kindly  to  hundreds  of  mil- 
lions of  dollars  slipping  through  its 
fingers. 

So  there's  only  a  paper-thin  hope 
for  Penn  Central's  tax  loss,  but  it 
perhaps  explains  why  Penn  Central's 
shares  have  any  market  value.  "To 
speculate  on  the  reorganization  is 
premature,"  Berger  says,  "but  believe 
me,  it's  churning  around  in  my  mind, 
I  get  up  at  three  in  the  morning 
thinking  about  it." 

A  multibillion  dollar  tax  shelter  is, 
after  all,  something  worth  thinking 
about.   ■ 
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Bill  Coleman  Tries  Harder 

The  U.S.  Department  of  Transportation  is  rounding  out 
its  first  decade.  Under  Secretary  William  T.  Coleman, 
a  few  things  are  finally  starting  to  fall  into  place. 


When  Forbes  reporters  showed  up 
to  interview  William  Coleman,  the 
Secretary  of  Transportation  was  clos- 
eted with  railroad  executives  and 
union  leaders,  trying  to  patch  up  a 
final  snag  in  the  Northeast  rail  re- 
organization process.  Coleman  wants 
to  make  sure  that  the  new  govern- 
ment-sponsored Conrail  isn't  a  monop- 
oly carrier.  That  calls  for  the  Chessie 
System  and  Southern  Railway  to  take 
over  chunks  of  the  Penn  Central  and 
Erie  Lackawanna,  but  at  the  last 
minute  the  buyers  decided  they  could 
not  accept  the  old  featherbedded  la- 
bor contracts.  Despite  Coleman's  late- 
night  persuasion— and  help  from  La- 
bor Secretary  William  J.  Usery— Con- 
rail  will  probably  start  rolling  this 
month  without  major  competition. 

The  situation  is  a  can  of  worms, 
but  so  is  just  about  everything  else 
that  this  talented  former  Philadelphia 
lawyer  has  had  to  deal  with  in  his 
first  year  at  DOT.  Relaxing  a  bit  after 
this  rough  negotiating  session,  Cole- 
man said:  "The  pay  is  lousy 
[$63,000],    but    the    Department    of 


Transportation  is  the  most  exciting 
crap  game  in  town.  There's  the  Con- 
corde, the  question  of  highways  vs. 
mass  transit,  trying  to  get  the  Chessie 
and  Southern  to  take  over  part  of 
the  bankrupt  eastern  roads." 

Exciting  maybe,  but  frustrating  for 
siu^e.  Take  the  airlines,  which  are, 
overall,  sporting  red  ink.  Coleman  is 
convinced  that  the  airlines  can't  be 
truly  healthy  when  so  many  carriers 
fly  to  so  many  diff^erent  places. 

"Let's  take  TWA,"  he  says.  "Look 
at  its  pattern.  It  has  got  great  sum- 
mer service,  but  it  doesn't  have  any- 
thing going  North  to  South.  You 
don't  have  to  be  a  genius  to  see  that 
if  they  could  have  North-South  routes 
they  would  be  a  more  eflBcient  air- 
line. If  you  could  put  TWA  and 
Eastern  together  you'd  have  a  more 
efficient  airline.  If  you  put  Pan  Am 
and  American  together  you'd  have  a 
more  eflBcient  airline.  Public  policy 
[which  has  prevented  such  mergers] 
has  been  a  foolish  public  policy.  Too 
many  government  policies  are  based 
upon  things  that  were  going  on   20 


"I  Bet  On  You" 


Coleman  of  DOT 

William  Coleman,  55,  is  every  inch 
the  traditional  Philadelphia  lawyer: 
carefully  tailored,  a  gold  watch  chain 
across  his  \est  and  topping  it  all  a 
first-rate  mind.  There  is  only  one  non- 
traditional  note:  Coleman  is  black. 

Because  he  is  black,  Coleman  could 
not  at  first  land  a  job  with  a  law 
firm  in  his  native  Philadelphia  in  spite 


of  his  almost  overwhelming  creden- 
tials. Coleman  graduated  summa  cum 
laude  from  the  University  of  Pennsyl- 
vania and  magna  cum  laude  from 
Harvard  Law  School  in  1946.  His  first 
big  break  came  when  Associate  Su- 
preme Court  Justice  Felix  Frankfurter 
took  him  on  as  a  law  clerk.  Coleman 
later  went  to  a  New  York  law  firm, 
carrying  with  him  a  note  from  the 
great  Frankfurter  that  said:  "I  bet  on 
you,  whatever  choice  you  may  make 
and  whatever  fate  may  have  in  store 
for  you." 

One  of  the  things  fate  had  in  store 
was  a  major  role  in  one  of  the  most 
important  Supreme  Court  decisions  in 
U.S.  history.  Coleman  helped  draft 
the  brief  that  led  to  the  monumental 
Brown  vs.  Board  of  Education  de- 
cision that  overthrew  the  ancient 
separate-but-equal  excuse  for  segre- 
gation. In  his  excellent  book  on  that 
case,  Simple  Justice,  author  Richard 
Kluger  writes  that  Coleman's  intimate 
knowledge  of  Justice  Frankfurter's 
way  of  thinking  and  Coleman's  "nu- 
anced  mind"  made  important  contri- 
butions to  that  great  victory  for  hu- 
man rights. 


years  ago  and  are  not  going  on  now." 
Clear  enough.  What  are  we  wait- 
ing for?  Why  aren't  there  more  mer- 
gers? One  problem  is  the  Justice  De- 
partment, which— the  disjointed  way 
our  Government  works— is  not  con- 
cerned with  eflficiency  or  solvency  but 
with  antitrust  considerations.  Anoth- 
er problem  is  size.  Coleman  is  aware 
that  some  of  the  best-run  airlines  are 
medium-sized:  Delta  and  Continental, 
for  example.  If  you  put  American, 
say,  and  Pan  American  together,  you 
would  end  up  with  a  $3.3-biUion  air- 
line, 232  times  bigger  than  Delta. 

"So,"  says  Coleman,  "they  will  tell 
you,  when  you  talk  about  a  Pan  Am 
merger,  that  you  don't  want  to  do 
that  because  it  is  too  big.  So  you  ask: 
'What  should  the  Government  do?' 
They  reply:  'Give  me  half  of  Pan 
Am's  routes.'  But  if  they  get  them, 
they'll  be  as  big  as  Pan  Am." 

The  railroad  situation  is  similar— 
but  more  difficult.  It  has  been  pubhc 
policy  to  have  fewer  but  better  rail- 
roads since  the  days  of  the  Ripley 
Report  half  a  centvuy  ago.  "It's  just 
a  terrible  waste  of  money  to  have  11 
carriers  moving  freight  between  Los 
Angeles  and  Boston  when  you  could 
move  it  all  on  two  or  three  carriers," 
Coleman  says.  "The  only  places  you 
have  efficient,  profitable  railroads  in 
this  country  today  are  those  places 
where  there  are  few  carriers.  Take 
the  Southern,  the  Chessie,  the  Nor- 


It  was  Philadelphia's  then  District 
Attorney  (later  Mayor)  Richardson 
Dilworth  who  brought  Coleman  back 
to  his  hometown.  Coleman  turned 
down  a  chance  to  be  Dilworth's  as- 
sistant because  his  appointment  would 
be  subject  to  the  approval  of  Dil- 
worth's black  political  allies.  Instead, 
Coleman  went  to  work  for  Dilworth's 
prestigious  law  firm.  But  while  he  was 
practicing  corporate  law,  he  continued 
to  spend  a  major  part  of  his  time  on 
civil  rights,  arguing  cases  and  writing 
briefs  for  the  National  Association  for 
the  Advancement  of  Colored  People's 
legal  defense  fund. 

Being  brilliant  :  nd  black  made 
Coleman  irresistible  to  politicians:  He 
was  offered  at  least  three  major  posts, 
including  two  judgeships.  He  turned 
them  down,  and  jokes  that  the  "most 
notable  achievement  of  my  life"  was 
successfully  withstanding  Lyndon 
Baines  Johnson's  persuasive  powers. 

Coleman  finally  succumbed  to  the 
offer  of  a  cabinet  post  under  a  Presi- 
dent, Gerald  Ford,  who,  Coleman 
says,  "understands  the  problems  of 
transportation  and  wants  to  do  some- 
thing about  them." 
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STABILOBOSS 

shows 'em 

who^ 

boss. 


There's  nothing  like  STABILO  BOSS  to  get  attention 
fast!  6  highly  fluorescent  colors  make  people  read 
what  you  want  them  to  read.  Styled  like  a  sleek 
pocket  lighter.  Available  in  single  units  of  yellow, 
orange,  green,  rose,  red,  and  blue.  Also  in  a  wallet 
of  4,  or  a  special  calendar  box  of  all  6  brilliant  colors. 
Fun  to  use.  Saves  time,  too.  Show  'em  who's  the  boss, 
with  STABILO  BOSS. 
Available  at  quality 


stationery  stores. 


[M   Schwan-STABIIO 


Swan  Pencil  Company,  Inc. 

221  Park  Avenue  South 

New  York,  N.Y.  10003  (212)  254-7950 


economical 

(e'ke-nom'i-k'l)  1.  not  wasting  money, 
time,  fuel, etc.:  thrifty;  as  in  leasing  a 
truck  from  a  local  Nationalease  Affili- 
ate. 2.  resulting 
from  knowledge 
of  local  condi- 
tions, low  rates, 
quality  service, 
etc.  —  SYN.  see 
Nationalease. 


For  nearest  Nationalease  Affiliate  call  collect:  312  782  2991 

National  Truck  Leasing  System 

One  North  Wacker  Drive /Chicago,  Illinois  60606 

You  define  your  needs. ..Nationalease  will  meet  ttiem. 
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folk  &  Western,  the  Illinois  Central, 
which  has  all  that  traffic  North  and 
South,  the  Southern  Pacific,  the 
Union  Pacific.  Once  you  leave  those, 
you  tell  me  another  railroad  in  this 
coiintry  that  is  actually  viable  and 
making  money  and  providing  good 
service.  There  are  63  so-called  Class 
I  railroads,  and  that's  just  too  many." 

Well,  the  Department  of  Transpor- 
tation is  rounding  out  its  first  decade, 
and  what  has  it  done?  Some  of  our 
biggest  airlines  are  on  the  brink  of 
bankruptcy,  and  a  good  many  rail- 
roads have  gone  over  it.  The  New 
York  subways  now  cost  50  cents  and 
are  going  higher,  and  nearly  every- 
where mass  transit  is  a  mess.  Finally, 
the  greatest  pork  barrel  of  all  time, 
the  Highway  Trust  Fund,  remains  sub- 
stantially intact. 

What  has  the  Department  accom- 
plished except  to  consolidate  a  72,500- 
person  bureaucracy  to  handle  a  $15- 
billion  budget? 

Real  Gains 

Coleman  is  not  a  professional  pol 
given  to  spouting  speeches,  but  he 
argues  convincingly  that  his  Depart- 
ment is  making  headway  through  the 
acres  of  bubblegum  surrounding  it. 

He  cites  the  1973  Federal-Aid 
Highway  Act  that  pried  open  the 
Highway  Trust  Fund  a  tiny  bit  so 
that  communities  could  use  it  for 
mass  transit,  and  the  1974  Urban 
Mass  Transit  bill  that  provided  $11.4 
billion  in  mass  transit  capital  grants. 

Coleman  is  quite  proud  that  he 
produced  a  "policy"  statement  that 
Congress  had  been  requesting  for 
many  years.  The  statement,  which 
looks  at  the  whole  U.S.  transporta- 
tion system  and  sets  priorities,  didn't 
make  many  people  happy— including 
the  bureaucrats  at  the  Department 
who  had  to  hop  to  get  it  done  by 
Coleman's  deadline.  But  even  its  se- 
verest critics  agree  that  it's  valuable 
as  a  benchmark.  In  it  the  Secretary 
proposed  user  taxes  on  water  barges, 
increased  user  taxes  on  trucks  and 
sweeping  regulatory  reforms.  He 
stressed  the  idea  that  a  bettor  trans- 
portation system  depends  primarily  on 
the  efforts  of  the  private  sector,  with 
federal  assistance  in  selected  areas 
like  railroads  and  mass  transit. 

Coleman  is  proceeding  with  re- 
forms called  for  in  the  1975  policy. 
"We  do  now  finally  have  a  piece  of 
legislation  that  gives  us  meaningful 
regulatory  reform  as  far  us  railroads 
are  conccme<l.  Every  President  since 
1940  has  talked  about  such  reform, 
but  now  finally  we  have  it." 

What  reforms?  There  is  the  rate 
flexibility  provided  for  in  the  bill. 
Railroads  can  now  raise  or  lower 
fares  7%  without  Interstate  C'oninierce 
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A  copier  built  with  more  horsepower 
than  most  people  need— 
and  priced  accordingly. 


The 

3M  copier 
compact 


At  five  thousand  or  more  copies  a 

month,  this  3M  "VQC"  II  gives 

.you  lots  more  copies  per  dollar. 


Check  it  out. 

You  may  be  paying  for  more  copier  than 
you  need. 

Get  a  compact.  Get  the  3M  "VQC"  II 
automatic  desk-top  copier.  It  gives  you 
more  copies  per  dollar-and  twenty  clear, 
sharp  copies  a  minute.  That's  probably 
ail  you'll  ever  need. 

The  3M  "VQC"  II.  See  it  demon- 
strated right  in  your  own  office,  and 
you'll  never  pour  money  into  a  dollar- 
guzzling  copier  again.  Call  your  local 
'"    3M  Business  Products 
;     Center -it's  listed 
in  the  Yellow  Pages. 


3in 

kBcommNY 


Ilicre  cue  51. (XX)  miles  of 
highways  in  Virginia.  And  as  far  as 
our  manufacturers  are  oorx:emed, 
they  all  lead  somewhere  special. 

Like  to  Boston,  New  York 
and  other  key  markets.  Over 
night.To  the  nation's 
largest  cargo  port  -our  own 
Hampton  Roads 

And  to  prime  plai 
locations  away  from  oi 
cities.  Along  four-lane 
highways  designed 
to  connect  all  Vir- 
ginia communities 
of3,500ormore. 

This  network 
of  highways  is  just 
one  of  the  things 
manufacturers  find 
surprising  about 
Virginia  Isn't  it  time 
you  found  out  about 
them  too? 

Profit  from  the 
Vigor  of  Virginia 


Write  Frank  Alspauyh  Dit  of  Industnal  Development,  Rm  C04  State  Office  Bldg  Riclimond  Va  23219  Pfionc  (804)  786-3791 


MAPCO's  15th  consecutive  year  of  solid  growth 
produced  another  record.  Sales  and  revenues 
were  $342  million,  up  37%  from  1974.  Earnings 
were  up  39%  to  $49  mlHion. 

To  learn  more  about  the  scrappy  little  pipeline 
company  that  became  a  substantial,  diversified 
energy  company,  write  for  our  1975  Annual 
Report  which  will  be  available  soon. 


Commission  approval.  "That  means," 
says  Coleman,  "that  if  they  tr>'  one 
fare  and  it  turns  out  to  be  too  high, 
they  can  lower  it.  They  don't  have 
to  go  through  six  to  nine  months  of 
hearings  to  raise  it  again  later." 

Another  provision  takes  away  the 
power  of  water  carriers  and  motor 
carriers  to  \'eto  railroad  fare  de- 
creases on  the  grounds  that  they  can't 
compete.  "That  took  a  bit  of  work," 
Coleman  allows,  "but  we  did  it." 

The  bill  also  sweeps  away  many 
of  the  obstacles  to  railroad  mergers. 
Now  proposed  mergers  must  be  ac- 
cepted or  rejected  within  two  years. 
"We  don't  want  another  situation  like 
the  Rock  Island,"  says  Coleman.  "The 
merger  took  12  years,  and  meanwhile 
the  roads  went  bankrupt." 

The  Realist 

What  about  mass  transit,  which 
has  always  been  the  orphan  of  U.S. 
transportation  policy?  "The  trouble 
here,"  says  Coleman,  "is  that  you  can't 
easily  change  what's  been  done  in  the 
past.  People  who  build  highways  are 
dependent  on  the  $6  billion  to  $8 
billion  per  year  that  is  spent  on  high- 
way building,  so  Congress  won't  cut 
that  in  order  to  spend  more  on  mass 
transit  even  if  this  year  we  need  mass 
transit  more  than  highways.  The  only 
way  to  get  a  program  through  Con- 
gress is  to  make  it  an  add-on— in  ad- 
dition to  what  already  exists." 

That,  of  course,  costs  money. 
Where's  it  coming  from? 

"We  are  toying  with  the  idea  of  a 
tax  on  a  completely  different  source," 
Coleman  says.  He  won't  say  what  that 
source  might  be,  but  he  does  rule  out 
the  possibility  of  a  gasoline  tax  "be- 
cause you  can't  get  elected  if  your 
name  is  attached  to  that." 

Say  this  for  Coleman:  Fie  must  be 
doing  something  right.  He  already  has 
made  a  good  many  special  interests 
mad  at  him.  To  name  a  few:  the 
truckers,  the  environmentalists,  a 
good  many  congressmen,  and  some  of 
the  regulatory  agency  commissioners. 
Coleman  deserves  particular  praise 
for  raising  the  wrath  of  the  ICC— 
which  is,  by  general  agreement,  the 
most  inefficient  of  all  federal  Inireaus. 

Hill  Coleman  has  performed  no 
miracles,  nor  can  any  man  in  his  posi- 
tion. But  he's  doing  well  at  th<'  job 
that  was  intended  when  the  Depart- 
ment was  formed:  representing  the 
interests  of  the  nation  as  a  whole  in 
an  industry  and  bureaucracy  that  is 
shot  through  with  .special  privilege 
and  vested  interests. 

Has  the  U.S.  transportation  system 
improved  since  the  Department  was 
started?  we  asked  him. 

"It  certainly  ha.sn't  gotten  any 
worse,"  he  .shot  hack.   ■ 
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FUEL-FREE  HEATING 

Starts  with  Asarco  o 
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By  means  of  copper  solar  collectors,  the  sun  can  furnish  up  to  1 00%  of 
the  energy  for  heating  and  75%  of  the  energy  for  cooling  a  house. 
And  solar  energy  is  in  abundant  supply  . . .  it's  non-polluting  . . .  and  the 
price  is  right'  That's  why  "private  utilities"  are  beginning  to  appear 
on  the  roofs  of  homes  and  commercial  buildings  across  the  country. 

Copper  is  the  preferred  material  for  solar  collectors  because  it 
conducts  heat  effectively  . . .  resists  corrosion  ...  is  easy  to  work  with  . . 
and  lasts  almost  forever. 

Asarco,  a  major  copper  producer,  has  an  important  stake  in  this  new 
form  of  energy.  We're  at  1 20  Broadway,  New  York,  N.Y.  1 0005. 


ASARCO  Incorporated— /ormef//  American  Smelting  and  Refining  Company 
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Standard  Brands  Paint 
outperforms  the  rest  of 
the  paint  industry  simply 
by  paying  attention 
to  the  basics. 

"In  the  early  days,  if  a  customer 
walked  out  of  our  store  without  buy- 
ing," Standard  Brands  Paint  Co. 
Chairman  Sid  Greenberg  recalls,  "my 
stomach  would  tie  up  in  knots."  He 
pauses.  "I  think  it  still  does." 

Every  retailer  should  have  Green- 
berg's  nervous  stomach.  Los  Angeles' 
Standard  Brands  Paint  (no  relation  to 
the  New  York  food  processor)  is  the 
success  story  of  its  industry.  Serving 
only  12%  of  the  population,  exclusive- 
ly in  the  West,  SBP  accounts  for  4% 
of  all  the  do-it-yourself  paint  sold  in 
the  U.S.  In  markets  where  it  com- 
petes head-on  with  Sherwin-Williams 
and  Sears,  Roebuck,  it  beats  S-W 
handily  and  stays  even  with  mighty 
Sears.  SBP  has  averaged  a  23%  re- 
turn on  equity  with  virtually  no  debt 
and  no  lease  financing  since  it  went 
public  in  1961.  Net  profit  has  risen 
steadily,  to  8%  last  year.  Sales  show  a 
compounded  average  annual  16% 
gain,  net  21%.  Fiscal  1975  sales 
were  up  20%,  to  $116  million,  and 
earnings  16%,  to  $8.9  milUon,  despite 
a  paint  sales  slowdown  last  year  for 
most  firms  in  the  industry.  The  stock, 
which  in  1973  sold  at  a  price/ earn- 
ings ratio  of  50,  has  had  vdde  swings 
with  the  market,  but  it's  now  back 
to  a  P/E  of  25,  at  a  price  of  about  45. 

Greenberg,  49,  no  longer  has  to 
pick  up  Friday's  receipts  to  meet 
Saturday's  payroll,  as  he  did  in  1940 
when  he  began  helping  out  in  his 
father's  company.  The  Greenberg 
family  now  controls  about  12%  of  the 
stock.  But  that  early  desperation  is 
still  reflected  in  the  company's  at- 
titude toward  its  customers.  Almost 
all  are  do-it-yourselfers  who  need  ad- 
vice as  much  as  they  need  paint.  So 
in  the  ten  training  days  before  a 
SBP  clerk  is  allowed  to  peddle  so 
much  as  a  paint  brush,  he  learns 
more  about  how  to  paint  than  how 
to  sell.  "We  tell  our  salespeople 
they're  working  for  the  customer  at 
that  point,  not  the  company,"  says 
Greenberg. 

Surprisingly,  SBP's  prices  to  retail 
Customers  are  consistently  the  lowest 
in  town  for  comparable  quality  paint. 
It  often  undersells  even  Sears  by  as 
much  as  $1  a  gallon.  SBP  is  unique 
in  offering  that  combination  of  rock- 
bottom  prices  and  personalized  ser- 
vice.   The    payoflF    is    average    paint 


sales  per  store  of  $700,000  for  SBP 
compared  with  an  estimated  $175,000 
for  Sears,  for  example.  One  reason 
SBP  can  offer  lower  prices  to  retail 
customers  is  that  it  does  not  offer  the 
usual  discounts  to  professional  paint- 
ers and  contractors— which  can  run  to 
30%.  The  company,  in  effect,  aban- 
dons the  professional  market  in  order 
to  better  serve  the  retail  customer. 

SBP  is  highly  integrated.  It  makes 
80%  of  the  paint  it  sells  and  takes  no 
manufacturer's  profit.  President  John 
DeGregory  estimates  that  saves  the 
company  90  cents  per  gallon  com- 
pared with  what  it  would  pay  an  out- 
side manufacturer.  The  plant,  on  sub- 
urban Los  Angeles  acreage  that  also 
contains  the  company's  central  ware- 
house and  nondescript  executive  of- 
fices, is  considered  one  of  the  indus- 
try's most  efficients  Overhead  and  pro- 
duction costs  per  gallon  were  lower 
last  year  than  in  1960. 

A  Penny  Here  And  a  Penny  There 

Integrated  SBP  saves  other  mid- 
dleman's profits  by  doing  all  its  own 
warehousing  and  most  of  its  deliver- 
ing in  its  own  trucks.  It  lowers  oc- 
cupancy costs  by  owning  the  land  un- 
der all  its  stores.  It  gains  operating  ef- 
ficiency from  standardization.  Wheth- 
er the  store  is  in  Phoenix  or  Pasadena, 
it  is  similar  in  size,  display,  space 
allocation. 

SBP  customarily  adds  only  about 
12%  to  15%  in  new  retail  space  a  year, 
or  four  to  five  stores.  Greenberg  thinks 
it's  the  only  way  to  fly.  "That  amount 
of  expansion  doesn't  throw  any  of  us 
out  of  gear,"  he  explains.  "To  try  to 
raise  a  20%  yearly  growth  rate  to  30% 
isn't  realistic.  You  risk  coming  apart 
at  the  seams." 

SBP  is  inching  its  way  into  states 
adjoining  California,  adding  stores  at 
the  edges  of  existing  market  areas. 
Texas  will  be  the  next  big  push. 
Greenberg  expects  the  chain  eventual- 


Greenberg  of  Standard  Brands  Paint 

ly  will  be  nationwide— but  not  during 
his  lifetime. 

Unlike  many  advertisers,  Greenberg 
has  not  lieen  a  big  booster  of  tele- 
vision: "Everylx)dy  who  watches  tele- 
vision also  reads  the  papers."  For  years 
he  shunned  TV  completely  and  even 
now  only  20%  of  his  advertising  bud- 
get goes  to  TV,  but  his  coolness  to- 
ward the  tube  does  not  seem  to  have 
penalized  his  company's  growth. 

Greenberg  also  refuses  to  adopt  the 
standard  retail  strategy  of  encourag- 
ing customers  to  trade  up.  In  such 
nonpaint  products  as  wall  and  floor 
coveijings,  which  account  for  26%  of 
sales,  SBP  stores  concentrate  on  the 
bottom-of-the-line  items.  The  low- 
ticket  approach  fits  SBP's  image  as 
the  di.seount  home  decorating  center, 
but  it  also  riiles  out  substantial  growth 
by    tapping   rising   consumer    income. 

That  limits  SB?  to  growing  only 
through  increasing  market  share  but, 
in  the  highly  fragmented  paint  busi- 
ness, that  hasn't  proved  much  of  a 
limit.  In  Southern  C^alifornia,  location 
of  half  its  stores,  SBP  increased  its 
market  share  from  18%  in  1971  to  22% 
in  1974,  cx)mpared  with  17%  for  S«;iis 
and  3%  for  Sherwin-Williams. 

Sid  Grcenberg's  tactics— lower  costs 
through  vertical  integration,  lower 
prices  and  better  service— may  be  as 
old  as  the  hills,  but  in  a  retail  com- 
modity like  paint,  that's  precisely 
what  it  takes.  If  Standard  Brand.  Paint 
can  fare  so  well  just  by  sticking  to 
the  basics,  what  does  that  say  about 
the  rest  of  the  industry?  ■ 
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Up  And  Doi/vn  With  Envirotech 


Bob  Chambers  had  a  great  idea,  but  he  also  had  good  luck. 

Back  in  the  dear,  dead  days  of  1969, 
when  Earth  Day  was  still  a  year  away 
and  pollution  control  still  generally 
meant  a  dead  pig  under  the  front 
porch,  Robert  Chambers,  then  51, 
found  himself  attacked  by  a  grave  ill- 
ness: boredom.  Having  sold  his  ther- 
mal processing  equipment  company 
to  Bangor  Punta,  Chambers  was  try- 
ing to  keep  busy  as  a  professional  di- 
rector (of  the  Herrick  Corp.  and 
A.M.  Castle)  and  with  good  works 
(as  a  founding  director  of  the  Mid- 
west Research  Institute ) . 

Then  he  came  up  with  a  brilliant 
concept:  Why  not  start  a  "pollution- 
control"  company?  There  were  a  lot 
of  plumbing  companies  making 
pumps,  filters,  evaporators  and  sew- 
age treatment  gear.  He  could  buy  a 
bunch  of  such  companies,  and  presto! 
plumbing  would  be  high  technology. 

With  the  financial  backing  of  Bank 
of  America  and  a  venture  capital 
group  formed  by  Donaldson,  Lufkin 
&  Jenrette,  Chambers  went  shopping. 
He  first  acquired  Ogden  Corp.'s  Eim- 
co  division,  the  second-largest  maker 
of  waste-water-treatment  equipment. 
Next  he  bought  back  his  old  BSP 
company  from  Bangor  Punta,  and  with 
it  a  strong  market  position  in  sludge 
incineration  furnaces.  Adding  to  this 
some  North  American  Rockwell  aero- 
space knowhow  in  the  form  of  li- 
censes and  patents,  in  May  1969 
Chambers  had  himself  a  nice,  big 
shiny  pollution-control  company.  Rev- 
enues: $55.2  million  in  fiscal  1970. 

just  In  Time 

His  timing  certainly  seemed  right. 
On  the  very  day  Envirotech  was  in- 
corporated, the  National  Environ- 
mental Policy  Act  created  the  Presi- 
dent's Council  on  Environmental  Qual- 
ity. Less  than  nine  months  later  the 
Clean  Air  Act  committed  the  Gov- 
ernment to  the  cleanup  effort.  In 
1972  the  Clean  Water  Act  authorized 
$18  billion  for  municipal  water  treat- 
ment. How  could  getting  rid  of  pol- 
lution fail  to  be  profitable? 

Well,  you  can  combine  a  bunch  of 
hog  farms  and  call  them  hogtronics, 
but  they  will  still  smell  like  hog 
farms.  Says  one  analyst  who  has  left 
pollution  control  for  more  nourishing 
fields:  "Cleaning  up  is  a  grubby  busi- 
ness with  low  profit  margins,  low  re- 
turn on  equity  and  high  demands  on 
capital." 

The  sweet  smell  of  success  faded 
fast.  For  Envirotech,  long-lead-time 
contracts,  obtained  from   1970-73  on 


For  many  American  streams,  "foaming  brine"  is  not  just  a  poetic  description. 


a  fixed-price  basis,  got  creamed  by 
the  high  rate  of  cost  escalation  in 
1974.  In  the  municipal  business,  where 
all  contracting  is  customarily  done  on 
a  fixed-price  basis,  Envirotech  bid  low 
in  order  to  establish  market  domi- 
nance, and  again  watched  inflation 
eat  away  at  profits.  Meanwhile,  of  the 
vaunted  $18  billion  for  water  clean- 
up, only  $8  billion  had  actually  been 
committed  by  the  end  of  1975. 

Envirotech's  stock  sank  so  low  that 
early  last  year  a  big  Dutch  steel 
company,  Estel  NV,  was  able  to  pick 
up  21%  of  the  stock  in  a  tender  offer 
for  just  $14.50  a  share;  the  stock  had 
sold  in  the  50s  just  a  few  years  ear- 
lier. Envirotech  also  sold  some  of  its 
stock,  giving  the  company  much  need- 
ed working  capital. 

"  Estel's  timing  couldn't  have  been 
better.  While  the  concept  part  of  En- 
virotech was  faltering,  another  part 
of  the  business  was  beginning  to 
flower.  When  Chambers  bought  Eim- 
co,  one  of  its  divisions  manufactured 
equipment  for  mining,  tunneling  and 
underground  excavation.  It  was,  in 
fact,  the  world's  largest  manufacturer 
of  underground  loaders  for  hard-rock 
mining.  "Frankly,"  admits  Chambers, 
"we  had  not  contemplated  a  future 
in  mining."  Why,  then,  didn't  he  sell 
off  the  business?  "Berne  Schepman, 
who  came  from  Eimco  to  be  president 
of  Envirotech,  understood  the  business 
and  felt  it  had  a  good  future." 

Schepman  was  righter  than  he  re- 
alized. In  fiscal  1975,  the  Mining  & 
TunneUng  division  accounted  for  41% 
of  Envirotech's  earnings  on  19%  of 
sales.  While  margins  for  water-  and 
air-quality  equipment  range  from  3% 
to  6%,  for  mining  they  run  13%  to  15%. 
And  original-equipment  sales  lead  to 
demand    for    replacement    parts,    an- 


other high-margin  business. 

To  Chambers'  credit,  he  built  En- 
virotech's capabilities  in  mining.  In 
1970  he  acquired  Secoma,  a  French 
construction  firm  making  drilling 
equipment  and  roof  bolting  for  mines. 
With  coal  mining  starting  to  pick  up, 
estimates  are  that  industry  spending 
in  mining  will  grow  by  over  $1.5  bil- 
lion a  year  for  the  next  decade,  bring- 
ing demand  for  Envirotech's  loaders. 

Whatever  happened  to  pollution 
control?  "There  is  still  a  lot  of  road 
left,"  Chambers  claims.  "And  I  think 
there  will  be  more  tightening  up  at 
the  federal  level  when  technology  ad- 
vances." Besides  working  on  its  own 
scrubber  technology,  Envirotech  in 
January  acquired  the  Chemico  Air 
Pollution  division  of  General  Tire's 
Aerojet  subsidiary,  and  with  it  Chemi- 
co's  capability  in  SO2  scrubbers. 

The  pollution-control  business  may 
indeed  have  j)erked  up  a  bit.  Presi- 
dent Ford  has  released  the  remainder 
—now  $9  billion— of  federal  waste-wa- 
ter-treatment money.  Moreover,  be- 
ginning Mar.  1,  the  EPA  began  allow- 
ing progress  payments  on  municipal 
jobs,  which  should  ease  the  strain  on 
Envirotech's  capital.  Since  1974  En- 
virotech's industrial  contracts  have 
had  escalators,  and  municipal  con- 
tracts now  have  hefty  inflation  hedges. 

The  results  have  been  encouraging: 
Third-quarter  net  advanced  42%  over 
the  previous  period,  and  sales  for  the 
year  ended  Mar.  31  are  estimated  to 
be  a  record  $400  million. 

So,  in  effect,  Envirotech  now  has  two 
concepts  going  for  it,  rather  than  just 
one:  coal  and  environment.  Its  stock, 
which  sold  as  low  as  10  last  year, 
recently  sold  at  30.  The  trouble  with 
these  "concepts"  is,  you  never  know 
where  they  will  take  you.  Or  when.  ■ 
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The  Arms  Merchant 


Many  of  the  items  Robert  Asher  sells  kill  people. 
But  to  Asher  it's  just  another  business. 

Walk  in  the  door  at  the  Washing- 
ton, D.C.  headquarters  of  Aeromari- 
liinc  Inc.  and  you  know  it  is  no  or- 
dinary company.  You're  asked  to  sign 
\ our  name  and  the  name  of  the  com- 
pany that  you  represent.  That's  not 
unusual.  But  Aeromaritime  wants  to 
know  more:  your  nationaHty  and 
whether  or  not  you  have  U.S.  Govern- 
ment security  clearance. 

Robert  W.  Asher,  the  German-born 
engineer  who  runs  the  private  com- 
pany, euphemistically  calls  his  or- 
ganization an  international  marketing 
and  trading  company.  More  specif- 
ically, it  is  an  arms  merchant,  but  not 
in  the  old  sense  of  the  word.  On  be- 
half of  U.S.  manufacturers,  it  mar- 
kets abroad  such  sophisticated  items 
as  products  for  antisubmarine  war- 
fare, electronic  radar  warning  sys- 
tems, simulated-flight  training  equip- 
ment and  airborne  weapons  systems. 

A  list  of  Aeromaritime  customers 
reads  like  a  Who's  Who  of  American 
companies:  the  Chandler  Evans  divi- 
sion of  Colt  Industries,  the  MEMCOR 
division  of  E-Systems,  General  Mo- 
tors' Detroit  Diesel  Allison  division, 
Sperry  Rand's  Sperry-Univac  Defense 
Systems,  Loral's  Electronic  Systems  di- 
\ision  and  Hazeltine  Corp. 

What  can  Aeromaritime  (1974 
sales:  $21  million,  nearly  half  again 
as  much  in  1975)  do  that  these  giant 
corporations  can't  do  for  themselves? 
For  one  thing,  it  offers  more  than  a 
broad  range  of  military  products. 
Aeromaritime,  for  example,  provided 
100,000  blankets  for  King  Hassan's 
sub-Saharan  march  and  1,600  track 
uniforms  for  Nigerian  prison  oflBcials. 
"I  can  assure  you,"  says  Asher,  "that 
I'm  not  in  the  blanket  business.  But 
within  15  days,  the  blankets  were  in 
the  hands  of  the  Moroccans.  For  us, 
that  was  a  loss  leader.  What  we  like 
to  do  is  establish  relationships." 

Then,  too,  Aeromaritime  is  stafFed 
with  men  who  know  all  about  military 
aflPairs.  Asher  himself  is  a  technician 
who  spent  18  years  at  Hughes  Air- 
craft and  Litton  designing  air  defense 
systems,  counterinsurgency  systems 
and  radar  equipment  for  military  ap- 
phcations.  His  staflF,  however,  in- 
cludes, among  others,  a  retired 
French  air  force  general,  a  retired 
brigadier  general  in  the  Italian  air 
force,  an  electronic  countermeasures 
and  antisubmarine  specialist  from 
the  British  Royal  Air  Force  and 
the  former  chief  operating  officer 
for     the     U.S.     Military     Assistance 


To  Robert  Asher  the  sub-Saharan  political  uproar  was  a  business  opportunity. 


and  Foreign   Military  Sales  Program. 

Aeromaritime  offices,  all  staffed  by 
natives,  are  spread  from  Caracas  to 
Munich  to  Lagos.  Where  Aeromari- 
time does  not  have  offices,  it  works 
through  agents. 

Asher  figures  that  a  one-man  of- 
fice operating  abroad  for  one  year 
costs  a  minimum  of  $150,000,  an  in- 
vestment that  small  and  medium- 
sized  companies  can't  afford.  A  typi- 
cal client  might  be  the  "orphan" 
division  of  a  major  company— for 
example,  the  electronics  subsidiary  of 
an  auto  or  aircraft  manufacturer. 

Selling  As  Principal 

If  Asher  thinks  you've  got  the  right 
product,  he  may  buy  it  for  the  com- 
pany's own  account,  as  he  did  in  the 
case  of  Night  Technology  Corp. 
( NI-TEC ) ,  which  manufactures 
night-vision  equipment.  Says  Asher 
with  obvious  pride,  "I  found  myself  in 
the  Bois  de  Boulogne  in  Paris.  The 
police  were  setting  up  NI-TEC 
equipment  behind  trees  and  bushes  to 
observe  homosexuals  and  prostitutes." 
In  other  cases,  Aeromaritime  han- 
dles products  on  a  commission  basis. 

Asher  is  a  fussy  customer.  "Look: 
You're  wasting  my  time  if  you  come 
to  me  and  want  to  sell  coffee  cans 
abroad.  What  we  are  interested  in  is 
the  unusual-something  technically 
complex,"  he  explains.  "Today  I 
wouldn't  try  to  sell  American-made 
radar  systems  to  Europeans.  Even 
though  the  price  differentials  are  hor- 
rendous, Europeans  won't  buy  Ameri- 
can products."  Aeromaritime's  seven 
years  of  marketing  effort  behind 
Emerson  Electric's  antisubmarine  and 
electronic  products  have  resulted  only 
in  sales  to  NATO.  Asher  hasn't  even 
tried  to  push  General  Signal's  weather 
monitoring  devices  on  the  Continent. 

Asher  sees  his  company  as  a  $75- 
million  (sales)  organization  by  1980, 
but    that    growth    won't    come    from 


peddling  arms.  Asher  talks  of  handling 
prefab  housing,  mobile  hospital  units, 
concrete  manufacturing  plants,  even 
fully  automated  chicken  farms.  In 
1975  Aeromaritime  accepted  a  $37- 
million  contract  to  offload  2  million 
tons  of  cement  from  the  Lagos  har- 
bor—blocked Ix'cause  of  an  o\erl\- 
ambitious  construction  program  by 
the  pre\ious  government. 

Where  will  that  growth  come  from? 
Asher  sees  African  countries,  with  the 
aid  of  the  World  Bank,  as  its  largest 
potential  customer  for  nonarms  busi- 
ness. But  Asher  is  a  realist:  "You  go 
into  an  undertaking  in  developing 
countries  \\'ith  the  understanding  that 
you  will  l>e  granted  very  fa\orable 
terms.  There  is  every  potential  for 
good  profit— short  term.  But  forget 
about  the  long  nin.  I  am  personally  as- 
suming that  within  three  to  five  years 
the  goveniment  will  take  over  any  in- 
dustry that  I  set  up.  In  my  opinion, 
that  is  perfectly  legitimate.  They  pay 
plenty  to  gain  the  knowhow.  Then 
why  should  a  German  or  American 
company   do   their    thing   for   them?" 

What  about  bribes?  Assuming  that 
Asher  is  telling  the  truth— and  that  is 
one  big  assumption— no  problem. 
"My  sales  don't  approach  the  $28 
million  in  commissions  that  Grumman 
paid  to  the  Iranians,"  Asher  replies. 
"They  are  dealing  in  a  world  far 
above  the  one  that  I  have  seen.  On 
our  scale  of  operations  we  just  don't 
have  the  same  problems.  It  is  com- 
pany policy  that  we  do  not  pay  any 
customer  or  government  employee. 
That  doesn't  mean  I  won't  pay  if  I 
get  shaken  down  at  customs." 

To  Robert  Asher,  selling  arms 
abroad  is  nothing  special:  "I'm  just 
doing  a  job.  I  can't  have  political 
views.  When  I  undertake  to  market 
something  for  a  manufacturer  I'm  ob- 
hgated  to  him  and  his  shareholders. 
I  market  in  this  arena  just  like  I 
would  if  I  were  selling  shoes."  ■ 
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YDUR  HRSr  PIAIN  BOND 
COPIER  PICKED  M 

NOWYDUCANDOIHE 
PICKINa 


Things  are  so  much  eas- 
ier, the  second  time  around. 

It's  no  longer  take  it  or 
leave  it.  It's  take  theirs  or 
take  ours.  A  Pitney  Bowes 
PBC^*'  Plain  Bond  Copier. 

When  you  take  it,  you 
get  37  clean  sharp  copies 
a  minute  on  ordinary  letter 
or  legal  size  bond,  or  on  your 
own  company  letterhead.  It 
can  even  copy  from  books. 

No  matter  what  kind  of 
paper  you  use,  you  can  use 
less  of  it  because  the  Pitney 
Bowes  PBC  Copier  can 
copy  on  both  sides  without 
much  fuss. 

No  matter  how  much  of  it  you  use, 
Pitney  Bowes  has  monthly  rental  plans 
that'll  save  you  money,  and  extended 
rentalplans  that'll  save  you  more. 

If  for  some  reason  the  copier's  out  of 
use,  the  Pitney  Bowes  employed  and 
trained  service  network,  available  from 
over  500  locations  throughout  the  U.S. 
and  Canada,  will  get  it  quickly  back 
into  use. 


No  wonder  so  many  businesses  are 
choosing  the  Pitney  Bowes  PBC  Plain 
Bond  Copier  the  second  time  around. 

For  more  information,  writo  us:  Pitney 
Bowes,  1 776  Crosby  Street,  Stamford, 
Conn.  06904.  Or  call  one  of  our  1 90 
offices  throughout  the  U.S.  and  Canada.- 
Postage  Meters,  Mailing  Systems, Copiers, 
Counters  and  Imprinters,  Addresser- 
printers,  Labeling  and  Marking  Systems. 

fp  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  In  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


SAVE  MONEY 
SPRAY  YOUR  OWN  ROOF 


Save  the  exorbitant  cost  of  outside  contrac- 
tors. The  Randustrial®  Do-It- Yourself  Roof 
Spray  Process  lets  your  men  do  the  work  using 
our  equipment  and  proven  procedures.  Don't 
lose  valued  employees  by  laying  them  off 
while  things  are  slow.  Let  them  spray  your 
roof  and  save.  Free  64  page  1 976  Roofing  and 
Maintenance  Catalog  gives  the  details. 

NAME . 

TITLE 

COMPANY 

ADDRESS 

CITY 


STATE,  ZIP. 
TEL.  NO.  _ 


I  Randustrial^ 
orporation 

■a'es  Offices  in  Principal  Cities 


13306 iUnion  Ave.  aevetand,  Ohio  44120 
Phone:  (216)  283-0300 


Any  :ir$9  Gentlemen? 


Beico  Petroleum  has  some  pluses  and  some  scary  minuses. 
They're  a!!  for  sale,  say  the  controlling  shareholders. 

Wh-m  with  the  recent  purchase  by 
du  Pont  of  Shenandoah  Oil  and 
Southland  Royalty's  purchase  of  Az- 
tec Oil  &  Gas,  both  at  prices  way 
above  the  previously  prevailing  mar- 
ket price,  Wall  Street  has  turned,  an 
interested  eye  on  the  stocks  of  small- 
er crude  oil  and  gas  producers.  The 
question:  Who  will  be  next?  One 
crude  oil  producer  that  is  most  defi- 
nitely for  sale  is  New  York-headquar- 
tered Belco  Petroleum  Corp.  Who  says 
Belco  is  for  sale?  Its  chairman,  Arthur 
Belfer,  and  president,  Robert  Belfer, 
say  so,  and  since  they  and  two  of  Ar- 
thur Belfer 's  sons-in-law  own  46%  of 
the  stock,  you  can  take  their  word  for 
it.  "The  name  of  the  game  in  business 
is  money,"  says  Arthur  Belfer,  now  68. 
"If  the  price  is  right,  we'll  sell." 

The  Belfers  concede  they  have  had 
no  oflFers.  Belco  has  some  serious 
drawbacks.  Hence  its  low  price  of 
16,  less  than  six  times  1975  earnings 
of  $2.73,  while  several  other  small 
crude  producers  sell  for  ten  and  more 
times  earnings. 

Foreign  Devils 

To  begin  with,  Belco  gets  nearly 
all  its  crude  oil  and  just  under  half 
its  profits  from  Peru,  whose  ruhng 
military  junta  has  a  habit  of  playing 
fast  and  loose  with  foreign-owned 
property.  In  addition  to  its  earnings 
exposure  there,  Belco  has  assets  of 
about  $100  million  tied  up  in  Peru. 
"Belco  of  Peru  is  looked  upon  by 
Wall  Street  as  being  Belco,"  sighs 
President  Robert  Belfer.  Unlike  Exxon 
and  SoCal,  however,  Belco  has  not 
been  expropriated  in  Peru.  But  it  has 
been  putting  back  into  the  country' 
more  than  it  has  been  earning  there- 
with the  result  that  its  net  cash  flow 
from  Peru  has  been  negative. 

Problem  No.  Two  is  named  Israel. 
In  1969,  the  ruling  family  decided  to 
spend  heavily  to  explore  for  oil  in  the 
Jewish  state.  They  found  none,  but 
they  did  end  up  owning  Sonneborne 
Associates  Petroleum,  an  Israeli  re- 
fined-products marketer.  In  1970 
Belco  wrote  off  its  Israeli  exploration 
venture  to  the  tune  of  $3.5  million, 
47  cents  a  share.  Last  year  Israel's 
14%  devaluation  forced  another  write- 
off this  time  of  the  marketing  assets. 
Cosi:  >z.3  million,  31  cents  a  share. 

Belco's  diversification  into  coal 
ttimed  out  somewhat  better.  In  1968 
it  acquired  Hawley  Fuel,  a  small 
West  Virginia  producer  of  metallurgi- 
cal coal.  A  year  and  a  half  ago  Belco 


Robert  and  Arthur  Belfer 

sold  half  of  Hawley  to  French  inter- 
ests and  booked  a  profit  of  $2.56  a 
share.  Belco's  remaining  interest  in 
Hawley  is  profitable,  but  contributed 
less  than  10%  of  profits  last  year.  No 
huge  attraction  there! 

Still,  Belco  has  some  solid  assets, 
mainly  its  large  but  dwindling  west- 
ern natural  gas  reserves. 

Unfortunately,  Belco's  gas  is 
pegged  as  "old"  gas  under  the  Federal 
Government's  grotesque  system  of  oil 
price  controls.  This  means  a  price  for 
it  of  23.5  cents  per  thousand  cubic 
feet  as  against  the  going  price  for 
"new"  gas  of  52  cents.  The  result:  Its 
production  dropped  from  90  million 
cubic  feet  per  day  in  1970  to  71  mil- 
lion cubic  feet  per  day  in  1974.  Its  re- 
serves are  sufficient  for  about  25  more 
years  at  current  rates  of  production. 
"We'd  like  to  perform,"  says  Robert 
Belfer,  "but  we  can't  invest  share- 
holders' money  in  uneconomic  ven- 
tures." The  gas  situation  in  Wyoming 
will  improve  this  year  when  long- 
term  contracts  expire  for  about  one- 
half  of  the  gas. 

Further  down  the  road,  Belco 
claims  to  control  reserves  of  400  mil- 
lion tons  of  western  steam  coal,  but 
its  development  awaits  the  legaliza- 
tion of  strip  mining  in  the  area. 

If  a  buyer  comes  along,  what 
would  this  mixed  bag  be  worth?  John 
S.  Herold  Co.,  the  oil  valuation  ex- 
perts, figure  around  $240  million— 
$32  a  share.  Herold  has  been  close  to 
the  mark  in  the  past.  It  said  Shenan- 
doah was  worth  $27;  du  Pont  paid 
$30.  It  said  Aztec  Oil  &  Gas  was 
worth  $30;  Aztec  finally  went  to 
Southland  Royalty  for  $32.  But  then 
there  may  be  enough  unanswered 
questions  in  the  Belco  equation  to 
make  prospective  buyers  shy  away 
from  it,  even  at  a  bargain  price. 

Oil  company,  anyone?  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


March  10, 1976 


1,000,000  Shares 

Nalco  Chemical  Company 


Common  Stock 

($.75  par  value) 


These  shares  are  presently  outstanding  and  are  being  sold  by  a  stockholder  of  the  Company. 
The  Company  will  not  receive  any  of  the  proceeds  of  the  sale. 


Price  $34.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underzvriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation  Blunt  Ellis  &  Simmons 

Incorporated 

Bache  Halsey  Stuart  Inc.    Blyth  Eastman  Dillon  &  Go.     Dillon,  Read  &  Go.  Inc.    Drexel  Bumham  &  Go. 

Incorporated  Incorporated 

Goldman,  Sachs  &  Go.  Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Go.  Ruhn,  Loeb  &  Go.  Lazard  Freres  &  Go.  Lehman  Brothers 

Incorporated  Incorporated 

Loeb,  Rhoades  &  Go.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Gurtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Go. 

Incorporated 

Wertheim  &  Go.,  Inc.  White,  Weld  &  Go.  Dean  Witter  &  Go. 

Incorporated  Incorporated 


One  IVIaif's  Junk 

Is  Another  IVIan^s  Gold 


'hy  would  anyone  in 
his  right  mind  acquire  Bond 
Industries  (formerly  Bond  Julius 
Stores)?  The  ancient,  145- 
store  apparel  chain  was  still  specializ- 
ing in  staid,  two-pants  Sunday  suits 
for  blue-collar  types  long  after  the 
peacock  revolution  had  swept  the 
country.  Bond  hadn't  shown  a  profit 
since  1970.  Was  Bond  a  liquidation 
proposition,  with  the  stock  selUng  at 
4,  vs.  a  book  value  of  21?  Not  really. 
How  do  you  liquidate  profitably  a 
company  that's  stuck  with  over  100 
long-term  leases?  For  years  the  com- 
pany was  for  sale  but  had  no  takers. 
Nevertheless,  the  Trump  brothers, 
Julius,  32,   and  Edmond,   29,   in  late 

1974  bought  control  of  Bond,  paying 
less  than  $6  a  .share— $2.3  million  for 
24%  of  the  company  with  options  to 
purchase  another  7%.  The  Trump 
boys  are  South  Africans  by  birth. 
They  turned  a  borrowed  $40,000  in- 
to a  string  of  highly  successful  enter- 
priseSi  including  furniture,  apparel 
retailing  and  automobile  distributing, 
with  real  estate  and  finance  on  the 
side.  At  their  tender  ages,  they  are 
worth  about  $20  million— already.  In 

1975  older  brother  Julius  moved  his 
family  to  the  New  York  suburbs. 

Where  others  feared  to  tread,  the 
Trumps  have  already  achieved  a 
great  deal.  They  have  cut  losses  from 
$7.7  million  in  1974  to  $2.9  million  in 
1975,  and  now  they  seem  well  on  the 
way  to  making  a  second  substantial 
fortune,  this  time  in  the  U.S. 

"People  joked,"  says  Julius  Trump, 
"that  they  had  to  go  to  the  jungles 
of  Africa  to  find  a  buyer  for  this 
thing  [Bond]." 

So  far,  the  Trumps  have  closed 
more     than     30     Bond    stores,     sold 


one  shirt  factory, 
trimmed  $10  mil- 
lion ofi^  inventory 
and  sold  most  of 
their  receivables.  In  the  process,  they 
took  hefty  book  losses:  Net  worth  has 
declined  from  nearly  $44  million  to 
under  $33  million  in  just  two  years. 
But,  considering  that  the  Trumps  paid 
only  about  25  cents  on  the  dollar  for 
the  original  assets,  they  are  still  well 
ahead— especially  so  since  they  have 
turned  unprofitable  assets  into  cash. 

Along  the  way  the  Trumps  bought 
a  22-store  chain  of  Slak  Shak  sports- 
wear stores,  converted  ten  old  Bond 
locations  to  Slak  Shak  and  then  sold 
the  acquisitions  for  $8  million— over 
four  times  what  it  cost  them. 

Right  now,  Bond  is  sitting  with 
around  $12  million— in  cold,  hard 
cash,  about  $12  a  share.  The  two 
brothers  hope  to  use  that  cash  to 
pick  up  other  doggy  retailers. 

Bond  has  an  asset  not  on  the  books. 
Of  the  101  Bond  stores  functioning  as 
such,  80  are  in  suburban  locations, 
mostly  in  older  shopping  centers  built 
in  the  1950s.  Bond's  standard  lease, 
written  long  ago,  averages  $2  a  year 
per  square  foot;  similar  shopping 
centers  built  in  recent  years  go  for 
$8  a  square  foot. 

The  Trumps  apparent  goal:  turn 
the  dying  Bond  stores  into  modern 
retailing  operations  in  order  to  capi- 
talize on  the  low-cost  leases.  They 
have  turned  that  job  over  to  William 
Hellman.  55,  a  seasoned  retailer 
whom  they  hired  away  from  Phillips- 
Van  Heuscn  last  year.  Hellman  is  now 


busily  turning  the 
remaining  80  stores 
into  a  youth-ori- 
ented chain  offer- 
ing blue  jeans, 
flashy  T-shirts  and  mod  suits. 

Having  purchased  Bond  on  a  cash 
shoestring,  the  Trumps  may  end  up 
with  a  fantastic  deal.  The  31%  control 
block  of  stock  cost  $2.3  million,  of 
which  the  Trumps  paid  half  in  cash 
and  borrowed  the  balance.  Shortly 
after  they  acquired  control,  the  New 
York  Stock  Exchange  delisted  the 
stock  and  it  sank  to  2)«  a  share.  At 
that  point,  the  company  offered  to 
buy  minority  stwkholders  out  at  $6  a 
share;  600,000  shares  out  of  1.6  mil- 
lion were  tendered  and  canceled.  The 
Trumps'  31%  share  was  now  54%. 

Bond  stock  now  sells  around  95j, 
giving  the  Trumps  a  paper  profit  of 
over  $2  million;  however,  the  book 
value  of  the  shares  they  now  own  is 
worth  close  to  $14  million— and  it  is 
much  better  book  than  when  they 
were  actjuired.  Not  bad  for  a  cash  in- 
vestment of  just  over  $1  million! 

Greatly  to  the  Tmmps"  credit  is  tin- 
fact  that  Bond  has  been  a  doggy  com- 
pany for  years,  but  no  one  else 
seemed  to  know  what  to  do  with  it. 
Says  Julius  Tnmip,  who  admits  to  a 
fondness  for  sick  companies:  "L<M)k, 
you  pay  a  prcniitini  for  a  successful 
company."  The  Trumps  prefer  bar- 
gains, but  in  business  the  buyer  must 
usually  make  his  own  bargain. 

The  Trump  boys  hnvv  gotten  rich 
by  turning  failure  into  success,  idle 
capital  into  active  capital.  That's  what 
capitalism  is  supposed  to  be  ;il>()nt.   ■ 
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Comeback 


FMC,  once  a  great  growth  company, 
is  looking  more  like  its  old  self  again. 


Early  in  1973,  when  he  had  been 
board  chairman  of  floundering  FMC 
Corp.  for  only  a  year,  Forbes  asked 
Robert  H.  Malott  about  the  compa- 
ny's chances  for  a  comeback.  He  hesi- 
tated, then  repHed  cautiously:  "Ask 
me  that  in  two  or  three  years." 

Malott  wasn't  being  coy.  All  four 
of  FMC's  major  businesses— chemi- 
cals, machinery,  synthetic  fibers  and 
defense  products— had  hit  the  skids. 
Sales  had  been  stuck  around  $1.3  bil- 
lion for  four  years.  Its  return  on 
shareholders'  equity  was  down  from 
16.5%  to  6%.  Its  stock,  one  of  Wall 
Street's  growth  favorites  a  few  years 
earlier,  was  down  from  44  to  15. 

Last  month  we  revisited  Malott  at 
his  Chicago  headquarters,  and  this 
time  he  had  no  doubts  about  a  come- 
back. "We're  back,"  he  said. 

FMC  is  back  indeed.  Under  Bob 
Malott,  now  49,  the  company's  sales 
jumped  to  $2.3  billion.  Its  profits  have 
more  than  doubled,  from  $49  million 
to  $108  million,  or  $3.24  per  share, 
despite  a  1974  switch  to  last-in,  first- 
out  inventory  accounting,  which  has 
clipped  annual  earnings  for  $30  mil- 
lion-plus. At  15%  on  equity,  its  profit 
return  is  almost  back  to  where  it  was 
when  the  company  was  a  stock  mar- 
ket favorite. 

It  was  management  that  failed  FMC 
in  the  late  Sixties,  not  the  diversifica- 
tion that  had  been  carefully  pieced  to- 
gether by  the  late  Paul  Davies  before 


he  retired  in  1966.  Malott,  who  was 
personally  recruited  from  the  Har- 
vard Business  School  by  Davies  in  the 
early  Fifties,  time  and  again  has  found 
that  his  mentor's  moves  enabled  FMC 
to  be  in  the  right  place  at  the  right 
time.  In  agricultural  chemicals,  for  ex- 
ample, at  a  time  when  they  have 
been  doing  spectacularly  well;  in  nat- 
ural soda  ash  at  a  time  when  soaring 
raw  materials  prices  have  made  syn- 
thetic soda  ash  more  expensive;  in  pe- 
troleum and  mining  equipment  at  a 
time  when  they,  too,  have  been  in 
heavy  demand. 

Malott  has  done  with  FMC's  di- 
versification what  Davies'  first  two 
successors,  James  M.  Hait  and  Jack 
Pope  were  unable  to  do— make  it 
work.  Whenever  competition  has 
stiffened,  he  has  resisted  the  tempta- 
tion to  rush  out  and  cut  prices,  pre- 
ferring in  many  cases  to  cut  produc- 
tion and  maintain  profit  margins. 
When  a  product  line  was  clearly  un- 
promising, he  hasn't  hesitated  to  lop  it 
off.  His  predecessors  were  so  in  awe  of 
Davies  that  they  could  not  bring 
themselves  to  undo  his  acquisitions. 


Moreover,  where  Hait  and  Pope 
were  cautious,  Malott  has  moved  ag- 
gressively. In  each  of  his  first  two 
years  at  the  helm  he  laid  out  close  to 
$120  million  in  capital  funds,  half 
again  as  much  as  FMC  had  ever 
spent  before.  In  1974  he  raised  capi- 
tal spending  all  the  way  to  $200  mil- 
lion, and  kept  it  at  $183  million  last 
year  despite  the  recession.  On  soda 
ash  alone,  Malott  has  spent  over 
$100  million  to  expand  production 
40%  and  capitabze  on  FMC's  market 
lead.  He  has  also  spent  heavily  on 
the  company's  Furadan  pesticides, 
now  its  hottest-selling  product  line. 

"One  trouble  with  this  company  in 
the  late  Sixties  was  that  we  were  un- 
derinvesting,"  says  Malott. 

Pressing  ahead  so  boldly  at  a  time 
when  FMC's  earnings  and  cash  flow 
were  still  on  the  mend  has  meant  go- 
ing into  debt.  All  told,  Malott  has 
increased  the  company's  borrowing 
from  $258  million  to  $470  million, 
tripling  interest  charges  from  $12  mil- 
lion to  $38  million.  But  now,  thanks 
in  large  measure  to  the  projects  that 
debt  financed,  Malott  has  the  earn- 
ings and  cash  flow  to  begin  pay- 
ing down  his  debt— "which  shouldn't 
be  too  upsetting  to  our  rating  agen- 
cies." Even  so,  he  will  continue  to 
spend  aggressively.  His  plans  call  for 
outlays  of  $170  million  this  year. 

For  all  of  this,  Malott  still  faces 
two  serious  problems  that  money 
alone  will  not  cure.  One  is  FMC's 
still-aihng  synthetic  fibers  business, 
which  was  sinking  when  he  took  over 
and  now  is  in  the  red.  In  the  last  two 
years  FMC  has  lost  a  total  of  $45 
million  on  synthetic  fibers  before  taxes 
and    corporate    overhead.    The    main 


Something  Old,  Something  New.  F.\.^  i  noers  problems  £ 

are  a  holdover  from  an  earlier  acquisition;  its  tanker  ^ 

losses  have  cropped  up  under  Robert  Malott's  regime.  He  fe- 

must  end  them  both  for  FMC's  comeback  to  be  complete. 


?a«itr.,, 
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Hotter 

than 
I&tter. 

What  could  be  hotter  than  this 
new  show,  one  of  television's 
highest-rated? 

Answer:  the  newsweeklies— 
Newsweek  plus  Time.  Surprising? 
Don't  take  our  word  for  it.  Just  ask 
your  media  people. 

If  it's  men  18  to  49  you're  after, 
Newsweek  alone  beats  Kotter.  It  has  a 
rating  of  19.4  with  this  group— which  puts  it  ahead  of  Welcome 
Back,  Kotter,  and  does  so  at  about  half  the  cost  per  thousand 
of  the  average  prime-time  TV  show. 

Add  Time  and  the  rating  hits  30.7  (men  18  to  49)— which 
is  not  only  hotter  than  Kotter  but  just  about  everything  else 
on  TV. 

But  the  newsweeklies  give  you  more  than  just  big  ratings. 
They  give  you  superior  demographics,  coo. 

So  if  you're  looking  for  alternatives  to  television,  consider 
the  newsweeklies:  Newsweek  alone,  or  Newsweek  plus  Time. 
Or  if  you're  looking  for  ways  to  make  your  print/TV  mix  more 
effective,  how  about  Newsweek  plus  T'lmQplus  Kotter? 
It's  a  hot  combination. 

Newsweek 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

''BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignifie<l  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.45,000Cash  Will  Handle 

For  details  write  Dept.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


62 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

ACCRUED  EQUITIES,  Inc.     (sinc  1954) 

Write  F.W.  Schoenwald 

122  East  42nd  St.,  NY.  10017 

(212)  MO  1-359& 


trouble  is  that  FMC  is  almost  totalK 
dependent  on  rayon,  a  fiber  with  ht- 
tle  grou  th  and  with  cutthroat  pric- 
ing. FMC  produces  no  nylon  at  all 
and  was  so  late  getting  into  polyester 
that  it  has  never  been  able  to  build 
up  any  significant  market  share. 

Malott  is  ready  to  throw  in  the  tow- 
el. Late  last  year  he  announced  that 
he  plans  to  sell  FMC's  fibers  opera- 
tion, which  has  a  book  value  of  $120 
million,  even  if  it  means  (which  it 
probably  does)  taking  a  capital  loss. 
Considering  that  fibers  are  already  a 
big  drain,  one  last  write-off  would 
actually  be  a  positive  development. 
But  finding  a  buyer  will  not  be  easy. 

The  other  problem  is  FMC's  $50 
million-plus  of  cost  overruns  on  con- 
tracts to  build  six  double-hulled  mini- 
tankers  (for  intercoastal  use)  for 
Standard  Oil  of  California.  The  origi- 
nal contract  price  for  all  six  was  $97 
million.  Malott  blames  the  overruns 
on  extensive  design  changes  demand- 
ed by  SoCal  after  the  contracts  were 
let,  though  at  the  moment  the  two 
companies  are  still  disputing  who  will 
pay  for  what.  To  date  Malott  has 
set  aside  loss  reser\'es  of  $13  million 
against  the  tanker  contracts,  which 
he  says  will  be  enough. 

More  With  Less 

If  he  is  right,  only  the  sale  of  the 
fibers  division  will  result  in  a  charge 
against  future  earnings— and  FMC 
should  have  the  additional  earnings 
from  its  other  businesses  to  offset  that. 
Its  chemical  business,  where  earnings 
have  more  than  quadrupled  since  Ma- 
lott took  over,  is  still  advancing  un- 
der a  full  head  of  steam.  In  a  few  of 
its  machinery  markets,  notably  agri- 
cultural machinery  and  power  trans- 
mission equipment,  the  incoming  or- 
der rate  has  slowed  down.  But  FMC's 
machinery  business  is  so  diverse  that 
its  total  order  backlog  is  currently  at 
an  alltime  high-$1.2  billion.  Alonn 
with  petroleum  and  mining  equip 
ment,  its  orders  for  defense  hardwan- 
—principally  armored  personnel  car- 
riers and  naval  ordnance— arc  also  on 
the  rise.  Never  one  for  predictions, 
Malott  nonetheless  agrees  that  FM(' 
will  surely  roll  up  another  earnings 
gain  in  1976. 

"If  you  arc  looking  for  a  measun 
of  this  company's  improvement,  look 
at  our  productivity,"  he  says.  When 
Malott  took  over,  FMC  cmployj-d 
45.600  people  and  had  sales  of  $1.3 
billion.  Today,  with  sales  at  $2.3  bil- 
lion, the  pavroll  has  risen  by  ouK 
1,000  people,  to  46,600.  That  is  an 
enormous  management  accomplish 
ment.  As  much  as  anything  else,  it  is 
convincing  evidence  that  1*"MC  is  nou 
a  stronger,  better  nm  CH)mpany  than 
it  was  in  its  stock  mark«'t  heyd:n     ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


1,400,000 

Gommon  Shares 

OWENS-ILLINOIS,  INC 

($3,125  par  value) 


Price  $57.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 


Lazard  Freres  &  Co.  Goldman,  Sachs  &  Co. 

Bache  Halsey  Stuart  Inc.  The  First  Boston  Corporation  Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 

E.  F.  Hntton  &  Company  Inc.        Kidder,  Peabody  &  Co.        Knhn,  Loeb  &  Co.        Lehman  Brothers 

Incorporated  Incorporated 

Loeb,  Rhoades  &  Co.       Merrill  Lynch,  Pierce,  Fenner  &  Smith       Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

V  Incorporated  Incorporated 

Mitchell,  Hntchins  Inc.  Shearson  Hay  den  Stone  Inc. 

ABD  Securities  Corporation  Basle  Securities  Corporation  Alex.  Brown  &  Sons 

F.  Eberstadt  &  Co.,  Inc.  Enro Partners  Securities  Corporation  Robert  Fleming 

Incorporated 

Kleinwort,  Benson         Moseley,  Hallgarten  &  Estabrook  Inc.         New  Court  Securities  Corporation 

Incorporated 

Oppenheimer  &  Co.,  Inc.  Piper,  Jaffray  &  Hopwood  Prescott,  Ball  &  Turben 

Incorporated 

R.  W.  Pressprich  &  Co.     Shields  Model  Roland  Securities     SoGen-Swiss  International  Corporation 

Incorporated  Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  Spencer  Trask  &  Co. 

Incorporated 

Tucker,  Anthony  &  R.  L.  Day,  Inc.  UBS-DB  Corporation  Weeden  &  Co. 

Incorporated 

William  D.  Witter,  Inc.  Wood,  Strnthers  &  Winthrop  Inc. 


Berliner  Handels-und  Frankfurter  Bank         Banque  Nationale  de  Paris        Lazard  Brothers  &  Co., 

Limited 

Lazard  Freres  et  Cie  Skandinaviska  Enskilda  Banken  Vereins-und  Westbank 

Aktiengesellschaft 
March  4, 1976 


Leveraging  The  Leverage 


Options  on  options?  That  may  be  the  next  legal 
wrinkle  in  commodity  trading. 


Cor  those  for  whom  commodity 
'  futures  and  stock  option  trading 
isn't  exciting  enough,  there  soon  may 
be  a  new  game:  commodity  futures 
options.  These  options  normally  give 
investors  the  right  to  buy  or  sell  an 
underlying  futures  contract,  itself  an 
option.  "There  is  not  much  doubt 
in  my  mind  that  we  are  going  to  ap- 
prove option  trading  on  regulated 
commodity  exchanges,"  says  John 
Rainbolt  (center,  above),  vice  chair- 
man of  the  new  Commodity  Futures 
Trading  Commission. 

With  the  exception  of  London- 
traded  options  on  sugar  and  six  other 
commodity  futures  contracts,  com- 
modity futures  options  have  been 
banned  since  the  1930s. 

What's  the  point  of  starting  a  new 
speculative  game?  New  York  State's 
Attorney  General  Louis  Lefkowitz, 
for  one,  is  very  much  against  com- 
modity futures  options.  "This  office," 
he  recently  told  the  Commodity  Com- 
mission, "has  not  become  aware  of 
any  legitimate  need  or  economic  util- 
ity in  the  continuation  of  the  com- 
modity option  business.  .  .  ." 

Of  course,  a  good  many  stockbro- 
kers are  entranced  with  the  extra 
commission  money  commodity  fu- 
tures options  might  attract.  Argues 
Steven  Greenberg,  manager  of  Bache 
&  Co.'s  commodity  divison:  "The  eco- 
nomic justification  for  commodity  op- 
tions is  that  they  bring  in  a  secondary 
line  of  speculative  money— funds  that 
won't  come  in  without  options." 
And  speculative  money  is  needed  to 
make  hedging  possible.  But  many 
people  are  frightened  of  straight  com- 
modity futures,  because  one  can  lose 
more  than  one's  margin.  In  options, 
only  the  premium  is  at  risk. 

Then,  of  course,  there  is  great  po- 
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tential  leverage  in  commodity  futures 
options.  A  speculator  can  control  two 
or  three  times  as  much  through  op- 
tions as  he  can  with  futures  because 
in  options  you  don't  have  *^o  worry 
about  margin  calls. 

Aside  from  some  brokers,  how- 
ever, does  the  country  in  general 
really  need  commodity  options?  "I'm 
not  so  sure  that  there  is  that  sec- 
ondary line  of  money  that  Greenberg 
mentions,"  says  Stanley  Angrist,  a 
professor  at  Carnegie  Mellon  Univer- 
sity and  a  columnist  for  Forbes.  An- 
grist points  out  that  while  commodity 
options  may  carry  less  risk  than 
straight  futures  contracts,  they  also 
offer  a  lower  potential  gain,  since  the 
first  part  of  a  price  move  must  go  to 
repay  the  paid-up-front  premium. 

Poor  Odds? 

For  example,  take  London  Octo- 
ber sugar  options.  With  sugar  recent- 
ly selling  for  about  ISM  cents  a  pound, 
you  might  pay  a  little  under  $3,000 
for  an  option  on  a  50-ton  contract. 
That's  your  premium.  Sugar  must 
climb  to  around  18  cents  a  pound— or 
17%— to  recoup  that  premium.  A  rath- 
er dramatic  rise  in  a  short  time  just 
to  break  even.  By  contrast,  on  a 
straight  50-ton  sugar  futures  contract 
for  a  margin  investment  of  as  little 
as  $2,000,  you  stand  to  gain  $1,100 
if  sugar  moves  up  even  one  penny. 

Another  disturbing  fact  in  options 
trading  is  there  is  little  uniformity  in 
the  premiums  dealers  charge.  On  Mar. 
5,  an  October  London  option  on  50 
tons  of  sugar  from  English  Options 
Ltd.  in  New  York  ccist  a  bit  under 
$3,000.  The  same  option  on  the  same 
day  cost  about  $4,000  from  Chicago- 
based  Rosenthal  &  Co.  Sugar's  price 
would  have  to  climb  17%  just  to  break 


even  on  the  English  Options  premium, 
but  23%  to  break  even  with  Rosen- 
thal. The  difference,  says  a  Rosenthal 
spokeswoman,  is  in  the  research  and 
services  her  firm  offers. 

Moreover,  London  options  carry  the 
potential  for  exchange  rate  losses. 
You  pay  your  premium  in  dollars  for 
an  asset  measured  and  sold  in  pounds 
sterling.  If  the  British  pound  falls, 
you  will  be  repaid  in  fewer  dollars. 
<■  Commodity  option  boosters  love  to 
score  the  similarities  between  their 
product  and  stock  options.  But  there 
are  differences,  too. 

For  one  thing,  the  underlying  cov- 
er in  stock  options  are  stocks,  which 
are  long-lived  assets.  But  in  commod- 
ity options,  the  cover  is  generally  a 
futures  contract  whose  life  is  speci- 
fied. In  a  way,  therefore,  a  commod- 
it>'  option  is  a  call  upon  a  call. 
(True,  some  gold  and  silver  options 
dealers  claim  their  cover  to  be  ac- 
tual possession  of  the  commodity  it- 
self, but  in  these  cases  "storage  fees" 
and  "interest  costs"  are  built  into  the 
price  of  the  option  contract.) 

Another  diflFerence  is  regulation. 
Stock  options  are  "securities,"  and  so 
are  pohced  by  the  Securities  &  Ex- 
change Commission  and  local  states' 
blue-sky  law  enforcers.  But  the  1974 
Commodity  Act  seems  to  grant  the 
CFTC  "exclusive  and  preempti\e" 
jurisdiction  over  commodity  options 
(and  leveraged  contract)  dealing, 
thus  putting  the  traditional  enforcers 
out  of  business  in  those  areas. 

That's  a  real  problem  because  the 
CFTC  is  grossly  understaffed.  It 
claims  jurisdiction  over  the  following: 
the  $600-billion  futures  business;  new- 
ly created  trading  in  Government 
National  Mortgage  Insurance  and 
Treasury  bill  futures;  the  $1 -billion 
contract  coin  business  (Forbes,  Dec. 
15,  1974);  commodity  options;  plus 
all  the  new  gimmicks  (mutual  funds 
in  commodity  options?)  that  entre- 
preneurs will  dream  up. 

Yet  while  the  SEC  alone  has  some 
400  enforcers,  the  CFTC  has  onl>- 
50.  CFTC  Chairman  William  Bagley 
recently  asked  Congress  to  allow  him 
50  new  employees.  But  at  the  same 
time,  the  Office  of  Management  & 
Budget  suggested  the  Commission's 
overall  staff  be  cut  by  39. 

The  SEC  and  state  authorities  prob- 
ably cannot  take  up  the  slack.  If  thcv 
try,  the  defendants  have  a  natural 
defense:  "You  don't  have  jurisdiction 
over  us,"  they  will  .say,  wa\ing  thr 
1974  Act.  This  has  already  happened 
in  at  least  one  case. 

A  new  twist  now  seems  to  be  (jiics 
tioning  even  the  CFTC's  jurisdiction. 
Arthur  Economou,  president  of  liti- 
gation-embroiled American  Board  of 
Trade,  argued  last  month  to  the  Com 
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With  Pan  Am  s 
tolbkyo  from 


youre  only  one  stop 
toTbkyo  from  these  cities. 


Rochcscer^  •^Portland 
•  Si  Burlington 
•S  Boston 
*^  Providence 
Hartford 

Baltimore 
.Washington 


San  Diego 


Orlando 


Pan  Ams  the  only  airline  that  can  get  you  to  Tokyo  from  New  York  and  Los  Angeles  without  stopping. 
We  also  fly  non-stop  from  San  Francisco.  So  from  just  about  any  place  (there  are  cities  listed  above)  in  the 
country',  you  €an  hop  a  flight  to  those  gateway  cities  on  a  domestic  airline  and  get  to  the  Orient  with  only  one 
stop.  From  Seattle,  you  can  grab  a  Pan  Am  flight  that  makes  only  one  stop.  In  a  very  nice  place  to  stop:  Hawaii. 

(  Pan  Am's  non-stop  747  service  to  Tokyo  begins  April  25  from  Los  Angeles,  and  April  26  from  New  York.) 


See  your  travel  agent. 


America  s  airline  to  the  world. 


that  he  had  a  different  kind 
oi  options  business,  which  may  put 
liim  out  of  the  CFTCs  reach. 

Wluch  means  investors  must  to  a 
large  extent  watch  out  for  themselves, 
and  they  may  have  a  lot  to  watch  for. 

A  Forbes  reporter  recently  visited 
the  New  York  office  of  London  op- 
tions dealer  Bennett,  Barclay  &  Kerr. 
When  we  arrived  at  the  impressive 
80  Wall  Street  address,  we  found  no 
listing  for  the  firm  on  the  building 
directory.  The  elevator  man  knew  its 
whereabouts.  He  took  us  to  the  fourth 
floor  where  at  four  o'clock  on  a  Fri- 
day afternoon  we  found  only  a  young 
man  who  had  borrowed  a  desk,  tele- 
phone and  Telex  to  trade  for  his  own 
account.  We  also  found  a  few  tiny, 
unkempt  offices  with  desks,  telephones 
and  some  typewriters.  It  was  hardly 
a  prepossessing-looking  operation.  The 
firm,  along  with  most  London  com- 
modity options  dealers  in  the  state, 
is  being  investigated  by  the  New 
York  State  Attorney  General's  oflBce. 

Then  there  were  two  J.S.  Love 
companies,    against    which    Attorney 


General  Lefkowitz  recently  obtained 
a  permanent  injunction.  According  to 
Lefkowitz,  one  star  salesman  was  a 
disbarred  attorney  whose  knowledge 
of  options  carr.e  from  convicted  swin- 
dlers at  Goldstein  Samuelson.  Jliat 
Los  Angeles  firm  wrote  "naked"  op- 
tions-i.e.,  bet  its  customers  would  be 
wrong.  When  the  customers  were 
right,  the  firm  paid  them  off  with  new 
money  coming  in.  A  Ponzi  scheme,  in 
other  words  (Forbes,  Aug.  15, 
1973).  Another  Love  salesman  re- 
portedly had  been  convicted  of  securi- 
ties fraud.  The  qualification  of  a  third 
was  opera  training.  She  had  a  'love- 
ly, well-modulated"  telephone  voice 
with  which  to  soothe  angry  customers. 

It  sounds  like  slapstick,  until  you 
recall  that  the  J.S.  Love  operations 
took  in  some  $8  million  in  premiums 
in  1974  and  1975  from  about  a  thou- 
sand customers  (including  two  minors 
who  lost  $10,000  in  saved  Bar  Mitz- 
vah  monies ) . 

The  CFTC  is  bent  on  cleaning  up 
the  business.  Its  temporary  guidelines 
would  require  tough  registration  and 


bookkeeping  procedures,  and  fairl\- 
high  capitalization  requirements  of 
firms  desiring  to  traflBc  in  options. 

The  CFTC  should  also  require  firms 
to  make  their  registration  statements 
readily  available  to  the  pubhc.  At 
least  the  Commission  should  consider 
adopting  a  "suitability  rule"  like  that 
applying  to  Chicago  Board  of  Op- 
tions E.xchange  members,  requiring 
options  salesmen  to  make  sure  that 
customers  are  aware  of  the  risks  and 
ha\e  the  money  to  play  the  game. 

Commodity  futures  options,  used 
responsibly  by  investors  with  highly 
sophisticated  knowledge  of  the  under- 
lying commodity  markets,  may  have 
a  place.  But  they  are  not  for  the  naive. 

CFTCs  John  Rainbolt  agrees.  "If  a 
guy  is  going  to  invest  in  options,  may- 
be he'd  be  better  off  waiting  until 
we  get  a  better  form  of  regulation 
than  what  we've  got  now." 

That's  a  piece  of  advice  worth  re- 
membering when  you  read  the  ads  and 
get  mail  and  phone  pitches  saying 
what  a  great  deal  commodity  futures 
options  are.  ■ 


Expanding  The  Family 

Peavey,  the  country's  largest  flour  miller, 

went  public  three  years  ago. 

But  it  really  took  lots  longer  than  that. 


"We  were  really  a  public  company, 
with  all  of  the  detriments  and  few  of 
the  benefits,  when  we  decided  to  go 
public,"  says  Chairman  Frederic  H. 
(Fritz)  Corrigan  of  Minneapolis- 
based  grain  miller-trader  Peavey  Co. 

Double-talk?  When  Corrigan  took 
over  as  CEO  in  1968,  the  first  non- 
Peavey  family  member  to  do  so,  the 
stockholders  he  answered  to  were 
"dozens  of  cousins"— actually,  fourth- 
and  fifth-generation  descendants  of 
founder  Frank  H.  Peavey.  Peavey,  a 
farm  machinery  salesman  in  the 
1870s,  took  so  much  durum  wheat 
in  down  payments  that  his  company 
built  grain  elevators  and  came  to 
dominate  the  trade.  Peavey  now  has 
over  30%  of  the  market  for  durum 
flour,  used  in  pasta  and  pizza. 

"We  don't  jump  into  anything  pre- 
cipitately," says  Corrigan,  60,  a  quiet, 
shrewd  man  who  joined  Peavey  as  a 
grain  inspector's  helper  while  still  in 
college.  (He  had  got  to  know  the 
company's  boss  by  caddying  for  him. ) 
But  from  his  first  day  as  CEO  he  had 
clearly  decided  to  push  Peavey  to- 
ward public  ownership.  He  started 
managing  by  objective,  and  began  to 
make  public   announcements   and   is- 


sue detailed  annual  reports.  He  also 
drew  up  a  five-year  plan  for  Peavey 
to  expand  into  consumer  businesses 
even  if  it  had  to  pay  a  premium  for 
good  companies.  As  he  says,  "No  one 
wanted  our  stock  if  it  was  going  to  be 
controlled  and  not  freely  traded." 

As  part  of  his  public  objective, 
Corrigan  made  Peavey  a  larger  miller 
than  Pillsbury  and  began  to  buy  re- 
tail companies.  He  purchased  Cath- 
erine Clark's  Brownberry  Ovens,  a 
regional  baker  but  a  nationwide  mar- 
keter of  stuffing  and  croutons.  Peavey 
was  already  in  the  retail  business  with 
96  farm  stores  that  sold  feed  and  fer- 
tilizer to  farmers.  Corrigan  converted 
most  of  Peavey's  old  lumber  yards  in- 
to home  improvement  centers,  and 
began  to  expand  them  plus  an  ac- 
quired chain  of  53  fabric  stores. 

Finally,  Peavey  went  public  in  early 
1973— with  superb  tinung.  Govern- 
ment controls  were  just  coming  off 
wheat  production,  and  the  Russians 
were  into  their  first  big  grain  buy. 
Premium-priced  durum  wheat  soared 
to  $8  a  bushel  and  regular  white 
bread  wheat  to  over  $5.  Peavey  be- 
gan to  mill  gold  in  its  well-integrated 
grain    business,    which    inclndod    90 


elevators,    ten    terminals     and    com- 
modity brokerage  offices  in  23  cities. 

Peavey's  figures  reflect  that  strong 
grain  business.  Since  Corrigan  be- 
came CEO,  company  sales  ha\'e  more 
than  doubled  to  $467  million  last 
year,  while  earnings  have  grown  at  a 
35%  compounded  annual  rate,  and  re- 
turn on  c(juity  has  reached  nearK' 
\5.%  Moreover,  the  consumer  foods 
group  has  tvimed  profitable  in  the 
first  two  quarters  of  fiscal  1976. 

Today  durum  wheat  sells  for  about 
$5  a  bushel  and  regular  white  bread 
wheat  for  about  $4.  But  talk  of  a 
farm-belt  drought  has  been  pushing 
futures  contracts  up  recently.  "The 
decision  time  is  not  yet,"  says  Cor- 
rigan cautiously.  "Still,  with  an  80- 
million  world  p<ipulation  jump  every 
year  and  with  improving  diets  in  the 
free  markets,  you've  got  a  good  long- 
term  outlook  in  grain." 

So  far,  it  has  been  largely  tliose 
cousins  by  the  dozens  who  have  bene- 
fited from  Corrigan's  public  route.  De- 
spite a  50%  stock  dividend  last  fall, 
the  stock  recently  traded  at  only  six 
times  earnings,  the  etiuivalent  of  jusl 
a  few  dollars  over  the  high  original - 
issue  price  of  $24. 

Yet  from  here  on,  it's  ihc  new  piilt 
lie  holders  who  may  reap  most  of  the 
benefit.  Peavey's  float  is  now  about 
half  the  5.7  million  shares  outstand- 
ing, up  from  only  30%  when  the  cx)m- 
pany  went  public.  Given  the  hold- 
tight  tendencies  of  all  those  cousins, 
they  could  provide  some  interesting 
leverage  for  pulilic  Peavey.  ■ 
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Callii^Ear 

cnponpr 


Wherever  in  the  world  you 

do  business  a  station-to-station  call 

is  the  cheapest  way  to  get  there 


Station-to-station 

Person-to-person 

France 

Italy 

Germany 

$6/5 

$12.00 

lapan 

Australia 

Philippines 

$9.00 

$IZOO 

United  Kingdom 

$5.40 

$9.60 

Station  rates  are  available  to  most  countries  of  the                           P'^'es  quoted  are  Smmule  daytime  rates  and  do  not  mdudo  !,ix 

world.  And  to  some  countries  you  can  save  even  more  when  you  call                               ^^^^ 
station-to-station  on  nights  or  Sunday  For  instance,  if  you  call  the                                    ^'^ 
United  Kingdom  nights  or  Sunday  it  s  only  $4.05.  Collect  calls  are  usually                        V*V 
accepted  only  at  the  person-to-person  rate.  Telephone  Company  credit                           ^^ 
cards  are  honored  for  calls  from  the  U.S.  to  all  countries.                                        Bell  Systsm 

Faces  Behind  the  Figures 


Where  The  Courts  Are  Paved  With  Gold 


In  February  a  sympathetic  Los  An- 
geles jury  and  judge  awarded  two 
orplianed  English  children  $1.5  mil- 
lion because  their  mother  and  father 
died  in  the  crash  of  a  Turkish  Air- 
lines McDonnell  Douglas  DC- 10  near 
Paris  two  years  ago.  And  the  tremors 
from  that  decision  have  rocked  the 
aviation  insurance  world. 

Well  it  might.  It  was  but  the  first 
of  o\er  300  separate  lawsuits  on  be- 
half of  the  346  victims  of  that  crash. 
Based  on  that  first  award,  payouts 
could  well  pass  $200  million,  di- 
vided about  equally  between  U.S. 
and  London  insurers,  the  latter  mainly 
Lloyd's  of  London  underwriters. 

And  yet,  says  John  Hewitt,  chair- 
man of  Lloyd's  aviation  underwriters, 
it  isn't  the  size  of  the  award  that 
troubled  him  so  much  as  the  legal 
implications.  What  the  Los  Angeles 
court  did  was  recognize  the  rights 
of  non-U. S.  citizens  to  sue  for  dam- 
ages in  a  U.S.  court  on  the  grounds 
that  the  aircraft  was  manufactured 
in  the  U.S.  (as  are  most  of  the  world's 
aircraft ) .    This    scares    insurers,    be- 


cause U.S.  courts  are  by  far  the  must 
lavish  in  awards.  "In  this  country," 
says  Hewitt,  "the  children  would  ha\e 
got  $40,000  to  $50,000  each." 

Adds  Lloyd's  aviation  legal  expert 
David  Dann:  "U.S.  courts  make  high- 
er damage  awards  and  require  a  less- 
er burden  of  proof.  Under  Englisli 
law,  negligence  must  be  shown.  Cal- 
ifornia law  works  on  strict  liability. 
Also,  it  recognizes  lack  of  comfort, 
or  society." 

The  insurers  and  McDonnell  Doug- 
las are  still  trying  to  reach  oiit-of- 
court  settlements  in  the  DC-10  case: 
It's  probably  cheaper,  and  it  a\oids 
legal  precedents.  McDonnell  is  a  de- 
fendant in  the  Turkish  Airlines  case 
because  there  was  a  faulty  cargo 
door  in  the  aircraft.  But  airlines,  says 
Hewitt,  should  not  rely  overmuch  on 
international  treaties  that  limit  liabili- 
ty in  accidents:  "When  you  have  all 
parties  trying  to  protect  themselves 
in  U.S.  courts,  such  treaties  could  v\'ell 
be  ruled  unconstitutional"— as  abridg- 
ing U.S.  citizens'  rights  to  sue. 

Thus   spreads    the   American    sick- 


Hewitt  of  Lloyd's 

ness  kno\\'n  as  "soak  the  insurance 
companies."  A  good,  perhaps,  for  a 
certain  class  of  lawyers,  but  bad  news 
for  the  general  public,  which  ends 
up  footing  the  bill  for  higher  insur- 
ance premiums  that  business  has  no 
choice  but  to  pass  along.    ■ 


''I  Had  A  Friend  .  .  . 


»» 


In  1961,  when  he  was  56,  Jack  C. 
Massey  retired.  He  sold  his  surgical 
supply  business  to  Brunswick  Corp. 
for  about  $1  million  in  stock,  which 
he  subsequently  unloaded.  Then  he 
retired— and  really  went  to  work. 

First  off,  he  arranged  to  buy  Ken- 
Entrepreneur  Massey 


tucky  Fried  Chicken  for  $2  million 
(on  a  down  payment  of  $500,000). 
That  was  in  1964;  in  1971,  he 
helped  sell  KFC  to  Heublein,  Inc.  for 
around  $250  million  in  stock.  Massey 's 
$500,000  down  payment  has  grown 
into  at  least  $44  million  worth  of  stock. 

In  1968,  along  with  some  doctor 
friends,  he  launched  Hospital  Corp. 
of  America,  now  a  $390-million  rev- 
enues company.  His  stock  in  that 
company  is  now  worth  $4.5  million. 
In  1969  he  helped  start  Spectronics, 
Inc.,  a  Dallas  company  that  makes 
sophisticated  electronic  parts  for  com- 
puter makers  and  the  military.  Massey 
also  admits  to  owning  the  Hilton  Air- 
port Inn  at  Nashville's  airport. 

Now  70,  how  rich  is  Jack  Massey? 
"Ah  just  don't  know,  boy,"  he  re- 
plies. And  Massey,  tall,  lanky  and 
white-haired,  likes  to  play  the  small- 
town boy.  He  prefers  driving  his  four- 
year-old  Buick  station  wagon  rather 
than  his  wife's  new  Cadillac.  He 
hates  to  wear  socks  and  ties  ("Whyn't 
you  take  that  dumb  tie  off?"  he  says 
to  a  reporter),  likes  to  lunch  on  a 
hamburger  and  a  Coors  beer  and 
chain-smokes  cheap  cigars  when  his 
wife,  a  former  society  reporter  for  the 
Nashville  Banner,  isn't  around. 

Massey  started  life  as  a  pharmacist 
in  Atlanta.  "I  skipped  a  grade  in  high 


school  so  I  could  go  to  work."  By  the 
time  he  was  25  Massey  owned  the 
first  in  his  chain  of  six  drugstores  in 
Nashville,  from  which  he  branched 
into  surgical  supply.  How  did  he  gel 
the  money  to  expand  so  fast?  Massey 
answers:  "I  had  a  friend  who  was 
chairman  of  the  Third  National  Bank 
[in  Nashville]  who  loaned  me  more 
money  than  I  was  entitled  to." 

The  money  is  still  pouring  in. 
Massey  is  currently  arranging  to  lake 
public  yet  another  fast-food  fran- 
chise, Wendy's  International  of  Co- 
lumbus, Ohio.  Wendy's  hopes  to  be 
to  McDonald's  as  Neiman-Marcus  is 
to  WooKvorth's.  It  uses  only  fresh, 
not  frozen,  meat,  sells  its  hambmgers 
for  as  much  as  $1.69,  and  offers  a 
drive-up  window  for  takeout  service. 
Wendy's,  which  now  runs  282  res- 
taurants in  the  U.S.  and  Canada. 
is  the  brainchild  of  R.  David  Thomas. 

For  his  services,  Massey  will  get 
warrants— he  won't  say  how  many— to 
buy  Wendy's  shares  at  the  offering 
price.  Volunteer  Capital  Corp.,  a  leas- 
ing operation  255P -owned  by  the  Mas 
sey  family,  also  gets  the  rights  to  set 
up  Wendy's  shops  in  parts  of  South- 
ern California,  Louisiana,  North  and 
South  Carolina.  Even  if  Wendy's  is 
only  a  moderate  success,  Jack  Masse\ 
should  be  a  winner  again.  ■ 
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I  is  fabricating  thousands  of  miles 
nng  to  help  make  sure  you  have 
kity  when  you  need  it. 


ig  factories  to  refrig- 
electricity  is  essen- 
I's  economic  growth 
of  living.  And  de- 
as  supplies  of 
ffu^ls  diminish. 

leration  depends  in 
ited  piping.  While 
the  heart  of  a  nu- 
it,  piping  comprises 
veins,  carrying 
'the  reactor  to  the  tur- 
bflck, 

H  une  of  the  world's  larg- 
lera  of  fahj  cated  piping 


to  the  nuclear  industry.  Some  of  it 
as  large  as  30  inches  in  diameter 
with  51^ -inch-thick  walls.  Start- 
ing with  America's  first  commer- 
cial nuclear  plant,  Dravo  has  fab- 
ricated piping  for  19  of  these 
facilities  and  one  of  the  first  nu- 
clear fuel  recycling  plants.  Also 
for  157  coal- fired  powerplants  and 
for  stack  gas  scrubbing  systems  to 
help  utilities  fight  air  pollution. 

At  Dravo  we're  involved  in 
many  other  activities  that  help 
meet  vital  needs  such  as  food  proc- 
essing,  bulk   materials  handling 


and  low-cost  transportation.  But 
to  many  Americans,  fabricated 
piping  may  be  the  most  important. 

Dravo  Corporation,  One  Oliver 
Plaza,  Pittsburgh,  Pa.  15222. 


A  company  of  uncommon  enterprise 


Whalers  Village  at  Kaanapali  Beach  Resort,  Maui.  Hawaii 


Tore  something  different.  Eat  lunch  in  an  arch 
fural  landmark.  Stay  overnight  in  a  natural  wonder 
Live  on  a  golf  course.  Go  to  the  beach  and  find  a  mu- 
seum that's  also  a  shopping  center 

These  are  the  appealing  things  Americans  are  doing 
more  often.  They  also  are  exactly  the  kinds  of  things  Amfac 
makes  possible.  Knowing  what  people  want  to  do  before 
they  do  it  is  the  keystone  of  our  marketing  approach. 

It's  why  we  built  Whalers  Village,  a  museum  and  shop- 
ping center  at  our  Kaanapali  Beach  Resort  in  Hawaii  vVhy 
we're  building  condominium  homes  around  a  golf  course. 

When  we  expanded  from  our  Hawaii  base,  this  clear- 
eyed  view  of  modern  peoples'  needs  was  our  guide.  The 
Fred  Harvey  restaurants  and  hotels  in  ff^ 

places  like  the  Grand  Canyon  and  at      -=**=^' 
major  airports  fit  us  like  a  glove.  Joseph 

Serving  People  in  the  U, 


i 


Magnin  specialty  stores  reflect  our  young-spirited  ideas 
of  fashion. 

All  of  our  acquisitions  were  logical  extensions  of  our 
long  experience  in  four  basic  fields— merchandising  and 
food  processing,  hospitality  and  asset  management 

As  we  expanded  in  these  areas  we  know  and  ma 
age  best,  we  prospered  Today  our  annual  revenues  ar 
$1  billion,  with  most  of  them  from  the  U.S.  Mainland  Pe 
share  earnings  continue  to  show  improvement  from  year 
'i  I  year 

What's  our  business?  Serving  today  s  consumers 
directly  with  the  goods  and  services  they  want  and  need 
It's  a  happy  business  to  be  in. 

For  a  copy  of  our  latest  report,  write  to 
Amfac,  Inc  ,  Dept.  104.  P.O.  Box  3230. 
Honolulu.  Hawaii  96801 

S.  and  the  F-acific  Basin 


Faces  Behind  the  Figures 


Strangers  And  Brothers 

What  worries  Melvin  Conant  about 
the  testy  relations  between  the  Gov- 
ernment and  the  oil  business  these 
days  is  that  the  Government  is  almost 
totally  unable  to  draw  on  the  indus- 
try's vast  knowledge  in  energy  mat- 
ters. Conant  should  know.  He  spent 
the  last  two  years  as  Administrator  for  : 
International  Energy  Affairs  in  the  | 
Federal  Energy  Administration.  | 

The  National  Petroleum  Council, 
Conant  goes  on,  used  to  provide  the 
Government  with  access  to  such  in- 
formation, but  the  NPC  has  been  at- 
tacked on  the  grounds  that  it  repre- 
sents only  oil  industry  interests.  Yet 
during  the  1973-74  oil  embargo  the 
NPC  was  the  only  reliable  source  of 
information  on  the  size  of  the  U.S.' 
petroleum  stocks.  "My  successor,"  says 
Conant,  who  quit  the  FEA  last  Feb- 
ruary because  of  a  back  problem, 
"ought  to  be  able  to  pick  up  the 
phone  and,  with  suitable  safeguards, 
get  the  judgment  of  key  people  in  the 
oil  industry  in  emergency  situations. 
We  can't  do  that  today." 

Now  51,  Conant  went  to  work  for 
the  FEA  in  the  first  place  because 
the  Government's  competence  in  ener- 


gy affairs  was  virtually  nil.  But  his 
appointment  predictably  caused  a  fur- 
or in  Congress.  Not  only  had  Conant 
spent  11  years  with  Exxon,  but  in 
taking  the  appointment  he  refused  to 
relinquish  his  severance  pay  or  his 
freedom  to  return  to  the  oil  industry. 

"I  would  not  be  limited  in  any 
way  that  a  nominee  for  any  other 
government  post  would  not  have 
been,"  he  says.  "I  would  not  be  an 
exception.  To  force  me  to  be  a  poet 
for  the  rest  of  my  life  was  unfair. 
We  must  find  a  way  to  attract  busi- 
nessmen to  Government  without  re- 
quiring them  to  make  a  sometimes 
spectacular  financial  saciifice." 

Conant  agrees  that  Government 
doesn't   imderstand   business,    but   he 


says  business  doesn't  understand  Gov- 
ernment either.  At  the  FEA,  oilmen 
kept  coming  to  him  with  their  prob- 
lems. "But  I  would  explain  that  I  have 
to  do  something  that's  concerned  with 
the  general  interest:  How  do  you  see 
the  situation  in  that  light,  what  in- 
sight can  you  give?  I  could  count  on 
the  fingers  of  one  hand  the  number 
who  were  able  to  do  that. 

"Most  executives  giow  up  in  the 
corporation,  and  don't  know  what  the 
world  outside  is  all  about.  I  worry 
about  that.  If  top  management  is  not 
equipped  to  deal  with  the  concerns 
of  Government,  they're  bankrupting 
themselves.  Because,  like  it  or  not,  in- 
volvement of  Government  in  the  oil 
business  is  permanent."  ■ 


Package  Deal 

Would  you  buy  one  of  Michele  Sin- 
dona's  used  companies?  Specifically, 
would  you  buy  a  53%  interest  in  Tal- 
cott  National  Corp.,  the  financial  hold- 
ing company  that  lost  $37  million  last 
year?  At  a  cost  of  $7  million,  about 
three  times  book  value,  the  offer 
doesn't  sound  too  enticing,  especially 
with  the  company's  subsidiaries  lever- 
aged 6-to-l  by  $400  million  of  debt. 

But  Brooke  Grant,  part  of  a  Utah 
investment  group,  thought  he  saw 
something  in  the  company.  In  turn, 
the  127  banks  that  have  extended 
the  company's  $240-million  short-term 
debt  for  aoother  two  years  saw  some- 
thing in  tirn.  ^"d  so  the  deal  was 
made.  Grant  is  young  (40),  God-fear- 
ing (a  Mormon),  well-trained  (Stan- 
ford Law  and  Touche  Ross)  and  rich 
(he  won't  say  how  rich).  And  he  got 
rich  on  his  own,  mostly  through  in- 
vestments in  companies  he  helps  run 
himself,  including  the  $100-million- 
plus-assets  .Tracy  Bancorp.,  a  Salt 
Lake  City  bank  holding  company. 

Grant  feels  there's  nothing  wrong 
with  Talcott  that  an  improving  econ- 
omy, a  two-year  debt  extension  and 
stringent  internal  controls  can't  cure. 
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After  all,  its  foundation  is  the  re- 
spected 122-year-old  factoring  firm, 
James  Talcott,  Inc. 

Talcott  National's  problems  began 
with  some  unwise  diversification  into 
fire  engines,  leather  processing  and 
machine  parts,  which  led  to  a  $20- 
million  write-off  in  1972.  Then  came 
Sindona,  in  1973,  with  a  plan  to 
merge  the  company  into  the  now-de- 

Grant  of  Talcott  National 


funct  Franklin  National  Bank.  That, 
and  further  losses  (this  time  in  real 
estate  loans ) ,  damaged  Talcott's  credit 
standing  in  1974— and  thus  its  ability 
to  float  the  commercial  paper  that 
was  the  source  of  its  lending  funds. 

Last  spring  a  merger  with  Standard 
Prudential  Corp.  fell  through  because 
of  antitrust  problems.  Grant's  group 
jumped  into  the  breach.  The  upshot, 
at  the  end  of  January:  The  banks  and 
other  lenders  agreed  to  extend  loans 
coming  due,  for  a  total  debt  of  $400 
million  including  long-term  loans  al- 
ready in  place,  if  Grant  would  run 
the  company;  Grant  and  his  associates 
agreed  to  buy  control  and  run  it  if  the 
banks  would  extend  the  loans. 

Grant,  a  genially  Nslf-assured  man, 
has  nothing  but  good  to  say  of  prede- 
cessor James  C.  Slaughter,  who  joined 
the  company  when  Sindona  bought 
control.  "The  company  looks  a  lot 
worse  now  than  it  did  in  1973,"  ex- 
plains Grant,  "but  it  was  just  unfor- 
tunate timing.  Every  time  Jim  opened 
a  door  he  found  a  new  credit  loss." 

Grant,  by  contrast,  will  be  the  bene- 
ficiary of  good  timing— an  improving 
economy  and  creditors  who  are  more 
than  happy  to  see  Talcott  in  good 
hands  again.   ■ 
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15)ur  partner 
in  Germany 


Welcome  to  Hannover  — 
the  commercial  centre  of  North 
Germany.  And  particularly  during 
the  Hannover  Fair,  the  ideal 
place  to  establish  successful 
business  relationships.  Many  such 
links  have  been  made  with  our  help, 
because  at  the  Norddeutsche 
Landesbank  we  offer  a  comprehen- 
sive service  backed  by  extensive 
know  how  and  wideranging  experience 
in  finance  and  credit. 
Do  you  need  information  about  North 
Germany  and  its  expanding  economy? 
Are  you  planning  a  trip  to  the  Federal  Republic? 

Are  you  planning  to  establish  new  business  relations 

or  develop  existing  contacts  with  German  companies? 

If  so  we  are  the  ideal  partner  for  you,  with  our 

financial  strength  and  considerable  experience  in 

international  finance. 
We  look  forward  to  meeting  you. 

You  will  find  us  at  Georgsplatz  1,  Hannover 

in  the  lobby  at  Langenhagen  Airport,  Hannover 

at  the  Hannover  Fair,  in  the  Bankenallee  and 

in  the  Niedersachsenpavillon,  Stahlstrasse/Nordallee. 


Seien  Sie  willkommen  in  Hannover. 
Die  Stadt  im  Zentrum  des  norddeut- 
^  ^  schen  Wirtschaftsraumes  ist  insbeson- 

.^^  derezurZeitderHannover-Messeein 

^W  Dreh- und  Angelpunkt  fijr  bewahrte 

und  neue  internationale  Geschafts- 
beziehungen.  Viele  dieser  Verbin- 
dungen  sind  mit  unserer  Hilfe  zustan- 
degekommen  undentwickeltworden; 
denn  wir  von  der  Norddeutschen 
Landesbank  verfijgen  iiber  das  notwen- 
dige  Know  how  und  bieten  im  Geld- 
^■^•^       und  Kreditgeschaft  umfassenden  Service. 
Brauchen  Sie  Informationen  iJber  die  expan- 
dierende  Wirtschaftsregion  Norddeutschland? 
Planen  Sie  ein  Engagement  in  der  Bundesrepublik? 
Suchen  Sie  neue  Verbindungen,  oder  stehen  Sie  bereits 
in  Geschaftsbeziehungen  mit  deutschen  Unternehmen? 
In  jedem  Fall  sind  wir  fiir  Sie  ein  wohlinformierter, 
finanzstarker  und  in  internationalen  Finanzfragen  ver- 
sierter  Partner.  Wir  erwarten  Ihren  Besuch. 

Sie  finden  uns  in  Hannover,  Georgsplatz  1 ,  auf  dem 
Flughafen  Hannover-Langenhagen  im  Servicetrakt, 
auf  der  Hannover-Messe  in  der  Bankenallee  und  im 
Niedersachsenpavillon  StahlstraBe/Nordallee. 


/•o\  Norddeutsche  Landesbank 

I  MMB  J  Girozentrale 

^5^^^  Hannover  -  Braunschweig 
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Coupon 


We  will  be  pleased  to  send  you  more  Information 
on  receipt  of  the  coupon  below. 

Name  

Address 


Norddeutsche  Landesbank  —  Girozentrale 

Georgsplatz  1  •  D-3000  Hannover  1 

Germany 


I 
I 


Gutschein 


Wenn  Sie  mehr  iiber  uns  wissen  wollen,  informieron        ■ 
wir  Sie  gern. 


Name 


Anschrift 


Norddeutsche  Landesbank  —  Qlrozentral* 

Georgsplatz  1     D-3000  Hannover  1 

Deutschland 


I 
I 
I 

> 
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Forbes 


Money  And  Investments 


The  Economy 


Where  The  Budget  Pinches 


It's  hard  to  think  of  a  huge  budget  deficit  as  being  (le- 
ftationarij,  but,  in  fact,  the  present  federal  budget  niay 
be  just  that.  The  St.  Louis  Federal  Reserve  Bank  has  con- 
\erted  standard  data  on  national  income  accounts  to  a 
"high  employment"  model— which  shows  how  big  federal 
revenues  and  expenditures  would  be  if  unemployment  were 
at  a  theoretical  minimal  4%  (see  chart). 

The  point  of  the  exercise  is  this:  As  the  economy  picks 
up,  so  will  federal  revenues,  and  the  deficit  will  shrink. 
Then,  instead  of  stimulating  the  economy,  the  federal  bud- 
get will  begin  to  become  a  drag  on  it.  At  "full"  employ- 
ment, the  federal  budget  would  be  in  balance  by  the  end 

of  this  year  and  in  surplus  next  year. 

*       *       * 

For  the  moment  at  least,  a  mood  of  economy  is  preva- 
lent in  the  land.  This  is  good  news  in  an  anti-inflationary 
sen.se,  but  bad  news  for  most  state  and  local  govern- 
ments. As  New  York  goes,  so  goes  the  nation  .  .  .? 

Take  the  recent  situation  in  Wisconsin.  This  sound- 
money  dairy  state  ran  out  of  cash  in  early  March  and 
will  do  so  again  in  June-July.  This  in  a  state  with  a  balanced 
budget  and  triple-A  rated  bonds. 

Normally,  Wisconsin  has  enough  surplus  to  tide  it  over 
the  traditional  periods  of  low  income,  but  its  surplus  has 
shrunk  to  the  point  where  it  no  longer  has  a  big  cushion. 
So,  the  state  had  to  ask  its  local  governments  in  March 
to  wait,  if  they  could,  for  money  due  them  for  property 
tax  relief;  in  June  the  state  will  ask  the  local  governments 


to  wait  for  school  aid  and  .shared  taxes.  Those  that  wait 
will  be  paid  interest. 

What  happened?  The  same  thing  that  is  happening 
everywhere.  Existing  government  programs  are  becoming 
more  expensive  all  the  time;  no  one  in  Madison  had  no- 
ticed how  the  local  aid  programs  were  creeping  up  in 
size— until  the  cash  bind  was  on  them. 

"These  situations  are  not  expected  to  be  repeated  at 
any  other  time,"  Governor  Patrick  J.  Lucey  soothed.  "They 
cannot  be  considered  a  matter  of  continuing  concern." 

Are  you  sure.  Governor  Lucey?  For  the  fiscal  year  end- 
ing June  30,  your  budget  surplus  will  be  only  $49  mil- 
lion, way  down  from  the  average  $140  million  of  1971-75. 
Next  year's  is  projected  at  only  $50  million.  The  margin  of 
safety  is  getting  thin. 

It  gets  even  thinner  when  you  reabze  that  Wisconsin 
is  counting  on  $945  million  in  federal  aid  this  year  and 
$980  million  in  fiscal  1977.  Are  you  certain.  Governor 
Lucey,  that  the  extra  federal  funds  will  be  forthcoming 
next  year?  If  not,  there  goes  most  of  your  "surplus." 

Maybe  the  extra  federal  money  will  be  forthcoming. 
Maybe  it  won't  be.  If  it  isn't  there  in  growing  quan- 
tities, New  York  State  is  quite  likely  to  go  into  default  in 
a  few  years.  The  situation  is  nowhere  near  that  panicky 
in  Wisconsin.  But  if  the  economy  mood  continues  to  pre- 
\ail  in  Congress,  state  and  local  politicians  will  have  to 
do  some  unaccustomed  belt-tightening— and  not  only  in 
Albanv  and  Madison.  ■ 
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sWid  &  Capita  Markets 


Studying  The  Entrails 


By  Ben  Weberman 


I  he  State  Department  and  even 
the  Pentagon  could  take  lessons  in 
successful  secrecy  from  the  Federal 
Reserve's  Open  Market  Committee. 
If  speculators  could  learn  what  the 
committee  decides  at  its  monthly 
meetings,  they  could  make  millions 
on  the  direction  of  bond  prices.  But 
there  are  no  leaks,  and,  when  the 
summaries  are  finally  released  45 
days  later,  we  only  learn  where  the 
Fed  has  been,  not  where  it  is  going. 

And  so  the  speculators,  like  the  an- 
cients who  studied  the  entrails  of 
birds,  are  forced  to  seek  signs  and 
portents,  little  telltale  nvmibers  that 
may  tip  them  off  as  to  what  the  Fed 
is  doing.  It's  a  sucker's  game  but 
many  otherwise  intelligent  people 
play  it. 

Can't  Win  'Em  All 

A  few  years  back  the  entrail-watch- 
ers  studied  New  York  City  bank  loans, 
which  are  reported  weekly.  If  these 
business  loans  expanded,  the  theory 
was  that  the  Fed  woxJd  tighten  up 
because  it  would  worry  about  infla- 
tion; if  loans  leveled  off,  the  Fed 
would  relax  the  controls.  Before  long. 
Fed-watchers  were  giving  up  their  af- 
ternoon cocktails  to  be  near  the  news 
tickers  on  Thursday  when  the  bank 
loan  data  came  out.  Sure  enough,  the 
market  would  jump  or  slump  accord- 
ing to  what  the  loan  figures  did. 

Then  somebody  realized  these  fig- 
ures didn't  mean  much.  The  Fed  it- 
self ignores  the  New  York  figures;  it 
concentrates  on  national  data  that 
come  cut  a  week  later  and  are  fre- 


quently quite  different  from  the  New 
York  reports. 

Well,  back  to  the  old  crystal  ball. 

This  time  the  soothsayers  came  up 
with  net  free  reserves  and  net  bor- 
rowed reserves— this  must  be  what 
the  Fed  is  watching!  If  the  banks  had 
plenty  of  free  reserves,  credit  would 
be  easy  and  interest  rates  would  fall; 
if  they  didn't,  yields  would  rise.  Un- 
fortunately, on  a  week-to-week  basis, 
this  didn't  work  either. 

A  Slim  Reed 

M-1  was  next.  M-1  is  the  sum  of 
cash  in  circulation  and  demand  de- 
posits. Well,  M-1  behaved  so  errati- 
cally, it  burned  the  speculators  more 
often  than  it  benefited  them.  Okay, 
how  about  M-2?  Currently  quite  fash- 
ionable, M-2  is  M-1  plus  time  and  sav- 
ings deposits.  The  only  trouble  is  that 
new  regulations  permit  corporations 
to  open  savings  accounts,  and  this  has 
diverted  something  like  $3  billion 
away  from  the  Ms. 

The  trendiest  Fed- watchers,  there- 
fore, are  now  watching  the  trading 
range  of  federal  funds.  Federal  funds 
are  unneeded  reserves  that  commer- 
cial banks  lend  amongst  themselves— 
usually  overnight.  The  idea  is  that  if 
the  federal  fund  rate  is  rising,  reserves 
must  be  getting  scarce  because  the 
Fed  is  tightening  up. 

In  fact,  the  Fed  funds  figure  is  a 
very  slim  reed.  The  Fed's  Open  Mar- 
ket Trading  Desk  has  to  worry  about 
reserves  in  the  banking  system  over 
the  next  24  hours  as  well  as  in  grand- 
er policy  terms.  When  the  Fed  fund 
rates  move,  the  Open  Market  Desk 
may  be  worrying  about  nothing  more 
distant  than  tomorrow  morning.  This 
very  short-range  forecasting  is  just 
about  impossible  to  do  successfully, 
and  even  the  Fed's  record  has  been 
poor.  The  speculators  who  watch 
federal  fund  rates  are  backing  a  loser. 

This  explains  what  happened  to 
the  credit  markets  at  the  end  of  Feb- 
ruary and  in  early  March.  The  Fed 
Trading  Desk  permitted  the  fund 
rate  to  rise  from  47h%  to  5%%,  and  the 


speculators  figured  this  meant  that 
interest  rates  were  on  their  way  up. 
Everything  hit  the  fan.  Yields  on 
three-month  Treasury  bills  moved 
from  4.75%  to  5.25%  in  a  few  days. 
Yields  on  the  new  seven-year,  8% 
Treasury  notes  (  Forbes,  Mar.  1 )  went 
up  from  7.58%  to  7.76%  as  the  price 
fell  Vii  points.  These  are  big  changes 
as  the  bond  market  measures  things. 
Corporate  bonds,  too,  dropped  in 
price  and  rose  in  yields. 

The  sad  truth  is  that  the  specula- 
tors—and many  bankers,  too— misread 
the  Fed's  intent.  The  Fed  was  not  sig- 
naling a  major  change  in  credit  pol- 
icy. Not  at  all.  It  was  simply  letting 
rates  rise  a  notch  in  response  to  the 
ebullient  behavior  of  the  economic  in- 
dicators—but only  a  notch.  It  was  a 
way  of  saying:  There's  no  problem 
about  renewed  inflation  now,  but  if 
it  reappears,  we  are  in  control  of  the 
situation.  Only  that. 

When  Fools  Rush  Out 

The  lesson  in  all  this  is:  Keep  your 
eye  on  the  main  trend  and  don't  be 
diverted  by  these  fusses  and  flurries. 
The  long  trends  in  bonds,  as  in  stocks, 
reflect  the  real  world  of  economics 
and  politics  here  and  abroad. 

The  short  trends  are  subject  to 
whims  and  rumors,  signs  and  portents 
and  ill-informed  reporting  in  the  press. 
When  everyone  is  watching  the  same 
indicators,  they  react  .simiJtaneously. 
Market  l)ehavior  fulfills  these  expec- 
tations, whether  justified  or  not.  ScH>n- 
er  or  later  the  ill-advised  .swings  bring 
enormous  losses  for  the  laggard  spec- 
ulators, and  the  fad  fades. 

The  basic  trends  in  the  real  world 
remain  favorable.  Recovery  is  under 
way,  but  it  is  not  getting  out  of  hand. 
I  remain  convinced  that  l)()th  long- 
and  medium-term  yields  will  he  much 
lower  at  the  end  of  the  year  than  they 
are  now.  As  long  as  the  basic  situa- 
tion remains  sound,  forget  about  the 
short-term  signs  and  portents.  Or 
better  yet,  next  time  they  cause  a 
drop  in  bond  prices,  u.se  it  as  a  buy- 
ing opportunity.   ■ 
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Just  published! 

New  issue  shows  which  stocks 

to  buy — right  now. 


Free  16-page  report  gives  fresh  facts  and 
figures  to  help  you  map  out  your  invest- 
ment strategy  for  the  months  ahead. 
Includes: 

18  attractive  buys  in  stocks. 

Not  just  the  traditional  blue  chips.  But 
exceptional  values  in  over-the-counter 
stocks.  And  stocks  that  offer  generous 
current  dividends  and  potential  for  long- 
term  capital  appreciation 

A  way  to  get  extra  income 
from  your  stocks. 

An  introduction  to  writing  options  — a 
technique  that  could  mean  extra  income 
from  stocks  that  you  already  own. 
Explains  how  options  work,  tells  how  you 
can  get  started.  Prospectuses  are  avail- 
able on  request. 

Investment  alternatives. 

An  in-depth  look  at  exceptional  values  in 
corporate  bonds.  Tax-free  municipals. 
Plus  unit  investment  trusts  (a  way  to  get 
income  monthly). 


r— — — — — — — — — — I 

Mail  today  for  free  copy!  ^^Investments  For  a  Changing  Economy." 

Mail  to:  Merrill  Lynch  Service  Center,  Box  700,  Nevada,  Iowa  50201 
Please  rush  me  your  latest  report  about  today's  uncommon  values  in  common  stocks. 


FOR-41 
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Address. 
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-State. 


.Zip. 


Home  Phone. 


Business  Phone. 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


Merrill  Lynch  Pierce  Flenner  &  Smith  Inc. 
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Slifistical  Spotlight 


Monkey 
Business 


A  CHART  of  the  Dow  Jones  industrials 
average  over  the  past  nine  years  looks 
like  a  profile  of  the  Himalayas,  what 
with  the  countless  peaks  and  valleys 
when  the  Dow  went  as  high  as  1050 
and  as  low  as  580.  Many  an  amateur 
and  professional  investor  came  to 
grief  among  those  crags  and  crevices, 
but  through  it  all  one  fund  emerged 
covered  with  glory.  Unfortunately, 
the  fund  is  only  fictional. 

We  are  referring  to  the  Forbes 
Dart  Board  Fund.  It  began  on  June 
30,  1967  as  a  kind  of  good-humored 
test  of  the  random  walk  theory.  Ran- 
dom walk  says,  in  effect,  that  an  un- 
managed,  randomly  selected  portfolio 
can  do  as  well  as  a  professionally 
managed  one— better,  probably,  since 
there  are  no  commissions,  no  transac- 
tion costs  with  the  unmanaged  port- 
folio. It  says  that  monkeys  throwing 
darts  can  do  as  well  as  Harvard 
MBAs  using  computers. 


Mounting  the  stock  market  page 
of  The  New  York  Times  on  a  board? 
Forbes'  editor-in-chief,  publisher  and 
editor  each  aimed  ten  darts  at  the 
board.  Where  the  darts  struck,  we  in- 
vested a  fictional  $1,000  in  each 
stock.  After  eliminating  two  pre- 
ferreds,  we  ended  up  with  28  stocks. 

How  has  it  done? 

Magnificently.  Taking  the  full 
sweep  of  eight  years  and  nine  months 
since  it  was  started,  our  Dart  Board 
portfolio  has  appreciated  by  70%— 
from  $28,000  to  $47,594.67.  Over 
this  same  period,  the  Dow  industrials 
are  up  just  15%,  the  broadly  based 
Standard  &  Poor's  500  just  3%. 

A  fluke?  Perhaps,  but,  interesting- 
ly, our  Dart  Board  Fund  has  out- 
performed the  averages  in  just  about 
every  period  we  have  measured.  Re- 
cently we  decided  to  see  how  it  did 
during  the  tremendous  rally  that  has 
carried  the  Dow  from  the  low  800s 
to  1000-plus  since  last  December. 

Again  the  Dart  Board  Fund  did 
splendidly.  It  was  up  24%,  vs.  16%  for 
the  Dow  and   12%  for  the  S&P's  500. 


DECEMBER 
1975 


MID -MARCH 
1976 


We'd  like  to  claim  credit  for  pick- 
ing well,  but  we  can't.  The  only  de- 
cision Forbes'  editors  have  ever  made 
regarding  the  fund  was  this  one: 
When  ESB,  Inc.  was  acquired  by  In- 
ternational Nickel  for  cash,  we  de- 
cided to  reinvest  the  cash  in  Inco— a 
somewhat  random  decision  since  Inco 
picked  us  rather  than  us  picking  Inco. 

Mind  you,  not  all  of  the  Dart 
Board  stocks  have  been  winners.  Look 
at  the  table  below.  There  have  been 
some  big  losers.  But  a  secret  of  Dart 
Board's  success,  we  suspect,  is  this: 
When  one  of  our  stocks  has  done 
well,  we  ha\  en't  been  tempted  to  sell; 
we've  stayed  with  winners  and  haven't 
tried  to  outguess  the  market.  Says 
Burton  Malkiel,  random  walk  theorist: 
"The  people  who  stick  it  through  and 
hold  on  do  relatively  well."   ■ 


Dart 

Board 

Fund 


%  Change  %  Change 
6/30/67        12/24/75 

to  to 

Recent        Recent 


Aquirre  Co. 

-54 

+  58 

Arvin  Industries 

+  36 

+  56 

Baker  International 

■•-36 

-7 

Carolina  Light  &  Power 

-48 

+  2 

Chase  Manhattan 

-27 

+q 

Checker  Motors 

-36 

+  6 

Crouse-Hinds 

+  297 

+  28 

EMI 

+  11 

+  11 

ESB 

+  366 

+  30 

Federal  Paperboard 

+  21 

+  39 

Firestone  Tire 

+  11 

+  11 

Florida  Steel 

+  57 

+  38 

deneral  Dynamics 

-31 

+  n 

Helene  Curtis 

-42 

+  40 

International  Nickel 

-^l 

+  30 

International  Paper 

+  15'> 

+  34 

Interpace 

+  «) 

+  20 

Ludlow 

-68 

+  36 

Mat  Andrews  &  Forbes  +28  +43 

Patifit  Tin  -16  -31 

Penney  (I.e.)  +73  +10 

Pitlston  +475  +12 

SinKer  -62  +50 

Standard  Oil  (Indiana)  +594  -I 

Sunbeam  -  26  +  2  < 

Texas  Oil  &  Gas  +288  +n 

Textron  -  ?.7  +  \> 


Total 


+  ■() 


+  24 


Dow  lones  Industrials  +15  *  lf> 

Standard  A  Poors  500  4  1  ^i' 
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HALF-PRICE  TRIAL  OFFER  NOW  FEATURES: 


Babson's  FORECAST 

for  2nd  Quarter  of  '76 


Here  is  a  great  opportunity  to  check  your  own  investment 
strategy  with  Babson's  —  one  of  the  Country's  oldest  and 
largest  independent  investment  advisory  organizations. 
Every  Monday  morning  for  two  full  months  you  will  get  pro- 
fessional investment  advice  on  the  market  —  buy,  hold  and 
sell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
All  for  only  $5.00  —  half  the  regular  fee. 

You  will  join  the  thousands  of  Babson  clients  who  regularly 
receive  the  Investment  and  Barometer  Letter  in  the  U.S.  and 
in  many  other  Countries  throughout  the  world. 

YOU  WILL  ALSO  GET  THESE  BONUSES    ^^ 

■  BABSON'S   FORECAST  FOR  THE 
2ND  QUARTER  OF  76  INCLUDING: 

INVESTMENT  STRATEGY  —  A  recommended  course  of  ac- 
tion for  investors  based  on  Babson's  predictions  for  the 
Stock  Market's  performance  in  the  2nd  quarter  of  this  year. 

12  STOCKS  SELECTED  FOR  APPRECIATION  AND  GROWTH 

4  COMMON  STOCKS  FOR  INCOME 

4  BONDS  FOR  INCOME 

4  CONVERTIBLE  SECURITIES  FOR  INCOME  AND  APPRE- 
CIATION 

■  BUY  -  SELL  -  HOLD  ADVICE  ON 


100  MAJOR  STOCKS 


QM 

EXXON 

AT4T 

FORD 

CHRYSLER 

GE 

TEXACO 

MOBIL  OIL 

IBM 

IT4T 

GULF  OIL 

STD.  OIL  CA. 

U.S.  STEEL 

WESTINGHOUSE 

STD.  OIL  IND. 

DU  PONT 

GEN.  TEL.     ^ 

CONT.  CAN 

SINGER 

R.  PURINA 

HONEYWELL 

ARMCO  STEEL 

R.  J.  REYNOLDS 

INT.  PAPER 

WEYERHAEUSER 

SUN  OIL 

BENDIX 

GEORGIA  PAG. 

CHAMPION  INT. 

COLGATE-PALM. 

AMERICAN  CAN 

TRW 

ALCOA 

DEERE 


SHELL  OIL 

GOODYEAR 

RCA 

CONT.  OIL 

INT.  HARVESTER 

LTV 

BETH.  STEEL 

KODAK 

AT.  RICHFIELD 

ESMARK 

U.  CARBIDE 

TENNECO 

P&G 

KRAFTCO 

GREYHOUND 

BOEING 

CATERPILLAR 

COCA-COLA 

NAT.  STEEL 

BURL.  IND. 

UNIROYAL 

REP.  STEEL 

UNITED  BRANDS 

ASHLAND  OIL 

CITIES  SERVICE 

GULF  &  WESTERN 

AMERADA  HESS 

CPC  INT. 

AM.  BRANDS 

TEXTRON 

OWENS-ILL. 

INLAND  STEEL 

NCR 

AM.  HOME  PROD. 


ROCKWELL 

OCCIDENTAL  PET. 

FIRESTONE 

DOW 

McDONNELL-DOUG. 

PHILLIPS  PET. 

XEROX 

W.  R.  GRACE 

BEATRICE  FOODS 

LOCKHEED 

MONSANTO 

GEN.  FOODS 

LITTON 

BORDEN 

U.  OIL  CAL. 

3M 

SEARS 

AMC 

GOODRICH 

FMC 

SIGNAL  CO. 

PHILIP  MORRIS 

PEPSICO 

WARNER-LAMBERT 

ALLIED  CHEM. 

GEN.  DYNAMICS 

WHIRLPOOL 

U.S.  IND. 

JOHNSON  &  JOHN. 

CELANESE 

FED   DEPT.  ST. 

RAPID  AM. 

UAL 

PENN.  CENTRAL 


■  30  DEPRESSED  STOCKS 

We  believe  some  of  the  best  opportunities  today  may  be 
among  these  depressed  issues.  All  are  well  known  stocks 
down  substantially  from  their  highs  of  the  last  5  years. 


ADDRESS-MULTI. 
AM.  AIRLINES 
AVON  PROD . 
BELL  &  HOWELL 
BOISE  CASCADE 
CHASE  MAN. 
CHRYSLER 
DR.  PEPPER 
GILLETTE 
HELLER  (W.E.) 


HOUGHTON  MIFF . 
HOUSTON  L.&  P. 
HOWARD  JOHNSON 
JOHNS-MANVILLE 
LIGGETT  &  MYERS 
McDONNELL-DOUG. 
PENNEY 
POLAROID 
RIVIANA  FOODS 
SEARS 


SIMPLICITY  PAT. 
SOUTHERN  CO. 
SUN  OIL 
TEXAS  OIL  &  G. 
TRAVELERS 
UPJOHN 

WESTERN  UNION 
WESTINGHOUSE 
XEROX 
ZENITH 


We  don't  rate  all  as  buys  by  any  means.  But  we  believe 
several  can  be  bought  now  for  their  recovery  prospects.  As 
a  Bonus  with  your  trial  subscription  you  will  receive  Buy  — 
Sell  —  Hold  advice  on  all  these  Depressed  Stocks. 

■  BABSON'S  CURRENT  ADVICE 


ON  25  UTILITIES 


AM.  EL.  PWR. 
ARIZ.  P.  SERV. 
ATL.  CITY  EL. 
CAROLINA  E.  &  L. 
CENT.  LA.  EL. 
CENT.  A  SW . 
CITIZENS  U. 
COLO.  &  SO.  0. 


DUQUESNE  LT. 
FLA.  POWER 
FLA.  PWR.  &  LT. 
GEN.  PUBLIC  U. 
HOUSTON  L  &  P. 
IDAHO  POWER 
INDIANAP.  P.  &  L. 
KY.  UTILITIES 
LONG  ISL.  LTG. 


N.E.  GAS  &  EL 
NIAGARA  MOHAWK 
NO.  STATES  PWR. 
OHIO  ED. 
ORANGE  &  ROCK 
PHILA.  ELEC. 
SOUTHERN  CO. 
TEXAS  UTIL. 


Whether  you  are  an  experienced  Investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased,  investment  advice. 
You  will  get  straight-forward,  carefully  considered  invest- 
ment advice,  unhedged,  unbiased,  sometimes  unpopular  — 
but  always  with  the  facts  as  we  know  them.  Our  judgments 
and  opinions,  the  very  best  we  are  capable  of,  will  be  yours 
as  a  trial  subscriber. 

GUARANTEE  — We  sincerely  believe  you  will  be  pleased 
with  your  trial  subscription.  However,  if  at  any  time  you  are 
not  entirely  satisfied,  we  will,  at  your  recuest,  send  you  a 
full  refund  by  return  mail  —  fair  enough? 
Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  Ist-class  mail. 

-49BI^  babson's  reports  inc- 

Wellesley  Hills,  Mass.  02181  fb.i 

FOUNDED  IN  1904  BY  ROGER  W    BABSON 

Please  send  my  2-month  trial  PLUS  BONUSES.    $5  enclosed. 


Name 


Street  &  No. 


City 


State 


Zip 


Subscription  will  not  be  assigned. 


Money  And  Investments 


Higher  Payout  Ci 


ces 


When  Forbes  began  choosing  a 
group  of  companies  bkely  to  raise 
their  dividends,  it  came  up  with  100 
names— only  to  discover  that  half  had 
already  done  so  in  the  recent  past. 
But  more  increases  are  surely  ahead 
among  the  50  companies  below:  Their 


prospects  for  1976  are  good,  and 
their  current  payout  ratios,  even  when 
measured  against  last  year's  earnings, 
are  already  well  below  their  five-yefir 
payout  averages.  In  a  few  cases  the 
payout  ratio  is  less  than  half  the  av- 
erage: Baker  International,  for  exam- 


Statistical  Spotlight 


pie,  now  pays  out  12%,  vs.  a  27%  five- 
year  average,  and  Dayco  is  paying 
but  only  17%,  vs.  a  67%  average. 

Not  every  company  on  the  list  will 
raise  its  dividend;  a  few  will  have 
special  reasons  for  husbanding  cash. 
But  most  will  do  so.  ■ 


Company 


5-Year 

Average  Payout 

Ratio 


Abbott  Laboratories 
ACF  Industries 
American  Stores 
Ametek 
Archer-Daniels-Midland 


Baker  International 
Binney  &  Smith 
Buffalo  Forge 
Caterpillar  Tractor 
CBS 


Chicago  Pneumatic  Tool 
CPC  International 
Dayco 
Del  Monte 
Diversey  Corp 


E-Systems 
Emhart 

Fieldcrest  Mills 
Fisher  Scientific 
FMC 


Globe  Industries 
Gorman-Rupp 
WR  Grace 
Gray  Drug  Stores 
Handy  &  Harman 


Hanna  Mining 
Hanover  Shoe 
Hershey  Foods 
Hilton  Hotels 
International  Multifoods 


Joy  Manufacturing 
Keystone  Industries 
Koppers 
Midland-Ross 
North  American  Coal 


Ohio  Brass 
O'Sullivan  Corp 
Penn  Traffic 
Pennwalt  Corp 
Pep  Boys 


Pittsburgh  Forgings 

Rexnord 

HH  Robertson 

Squibb  Corp 

Standard  Oil  of  Ohio 


Star  Supermarkets 
Stauffer  Chemical 
Superior  Oil 
Tidewater  Marine 
Vulcan,  Inc 


Current 
Payout 
Ratio 


Current 
Indicated 
Dividend 


Latest 
12-Month 

E/P/S 


Current 

Indicated 

Yield 


Recent  Price/Earnings 
Price  Ratio 


40% 

61 

59 

51 

20 


31% 

49 

32 

39 

10 


$0.80 
2.60 
1.60 
1.00 
0.20 


2.57 
5.35 
5.02 
2.55 
1.91 


2.0% 

5.2 

5.8 

4.3 

0.9 


393/4 
5OV4 
27V2 
23V4 
23ya 


27 
46 
61 
40 
46 


69 
57 
67 
49 
46 


43 
37 
66 
22 

43 


37 
45 
59 
49 

62 


47 
34 
64 
43 
43 


45 
83 
36 
55 
36 


65 
49 
33 
63 
32 


53 
47 
41 
45 
63 


34 
46 
60 
24 
53 


12 
35 
34 
29 
39 


0.42 
0.72 
1.20 
2.00 
1.66 


3.42 
2.04 
3.56 
6.97 
4.30 


1.0 
5.1 
4.8 
2.2 
3.0 


41  y« 

25 
89% 

55V4 


49 
46 
17 
35 
26 


2.00 
2.14 
0.50 
1.40 
0.56 


4.06 
4.62 
2.95 
3.96 
2.13 


6.3 
4.8 
3.0 
6.0 
4.4 


31% 
44 'A 
I6V2 
23V2 
12ye 


30 
31 
36 
13 
31 


1.00 
1.30 
1.00 
0.20 
1.00 


3.30 
4.25 
2.75 
1.51 
3.24 


3.6 
4.6 
4.7 
1.2 
3.9 


27y4 
28y4 
21 'A 

16'/2 

25y4 


23 
38 
32 

22 
19 


0.50 
0.90 
1.70 
0.60 
1.00 


2.21 
2.37 
5.31 
2.68 
5.38 


3.7 
5.1 
5.4 
3.0 
3.7 


13V2 
17y8 

31  y4 
i9y4 

27 


30 
25 
40 
25 
36 


1.60 
0.55 
1.00 
0.70 
1.50 


5.36 
2.21 
2.53 
2.83 
4.15 


2.7 
4.6 
4.5 
3.8 
4.6 


59  y4 

12 

22% 
I8V2 
32  Vi 


28 
19 
28 
37 
19 


1.10 
0.30 
1.40 
1.30 
0.90 


3.88 
1.59 
4.98 
3.53 
4.71 


2.8 
3.8 
2.5 
5.5 
2.4 


40 

77b 

56  y4 

23% 
37  Vb 


14 
34 
28 
46 
28 


1.40 
0.50 
1.20 
1.48 
1.00 


10.07 
1.45 
4.23 
3.25 
3.56 


3.9 
5.1 
4.1 
4.0 
4.3 


35% 
9% 
29 'A 
36% 
23 


24 
29 
32 
41 
40 


0.80 
1.20 
1.50 
0.90 
1.36 


3.28 
4.12 
4.71 
2.18 
3.42 


3.8 

4.1 
5.6 
2.8 
2.0 


20% 

29  yB 

26% 
32  Vb 
66 'A 


25 
25 

11 
13 
17 


0.68 
2.40 
1.80 
0.70 
0.36 


2.76 
9.70 
16.75 
5.32 
2.15 


5.6 
2.4 
1.1 
2.3 
3.9 


12 'A 
101 'A 
163 

31 
9 'A 


15 
9 
5 
9 

12 


12 

7 

7 

13 

13 


8 
10 
6 
6 
6 


8 
7 
8 
l'l 
8 


11 
5 
9 
7 
8 


10 
5 

11 
7 
8 


4 
7 
7 
11 
6 


6 

7 

6 

15 

19 


4 
10 
10 

6 

4 


1975-76 
Price  Range 


44%- 
SO'A- 
31%- 
24%- 
27V2- 


2  3 'A 
33 'A 
16% 
IOVb 
11 


58%- 
15%- 
27V4- 
89%- 
58     - 


32 

12 
48 

2878 


35%- 
SO'A- 
17V4- 
27%- 
25%- 


23 'A 
32% 

9 'A 
20% 

8 'A 


35     - 

28y8- 

227b- 

i6y8- 

27V4- 


8% 

15% 
7% 
4% 

107a 


ISVa- 
19%- 
3378- 
197b- 
3OV2- 


3 'A 
9'A 

22 'A 
6 'A 

20 'A 


60  Vb- 
12y4- 
23%- 
20%- 
33     - 


24% 

6y8 

10% 

5% 
17% 


45     - 
9     - 
59 
25     - 

44%- 


21  Vb 
4 

18 'A 
10% 
24 'A 


38 'A-  16 

11      -     4'A 
29V4-   14 
3778-  17yB 
25V2-  11 


24y8-  11% 
3OV2-  12% 
2774-  13% 
41 'A-  24% 
85%-  44 'A 


13V8-     7% 
108     -  40 
249     -153 

42%-   26% 

11 'A-     4Ve 
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(Northern  Natural  Gas  Company,  Home  Office,  Omaha,  Nebraska    Divisions  and  Qi.h.Mi.ri...  n^r,     i v.  .  ^  k,\      ,  ^ 
Company,  Alberta,  Canada;  Weskem  of  Canada  Ltd    Alberta  Canada   ConsoLJ^pHr^^^^^  Consohdated  Natural  Gas  Limited,  Alberta,  Canada;  Consolidated  Pipe  Lines 

Energy  Systems  Division,  Omaha.  Nebraska;  Hydrocarbon  TranS'ationlncOr^^^^^  ^^"^'^'  ^°^'^"<^^  Petroleums  Limited,  Alberta,  Canada; 

Omaha,  Nebraska;  Northern  Propane  Gas  Company.  Minneapo^s  Mmnesota  Nort°rrn  VoSl^^  ^T''!'  ''?'^T:^'  °'"''^'  ''''"''^^'  ^°^^«^"  ^^'^-^  Company, 

.Peoples  Natural  Gas  Division.  Omaha.  Nebraska;  Protane  Corpo  aiior?  M^neaooiifM^nn/J^r  n  ^  ^""^Pl^y'  Washington,  D.C.;  Geni-Chlor  International,  Concord,  California; 

Gas  Company,  Minneapolis,  Minnesota.  Weskem  Divis^n  Sri  lo  Tex^s  UPG  ?nc    oZt^N.^.TT^y^'o'':-  'T^'"''  °"^'^"^^'^'  Venezuela.  Puerto  Rico,  United  Petroleum 
Division,  Des  Plaines,  IMInois,  Industrial  Chemicals  Division  Des  Raines  Mlinofs  SritS^ron^^in/rt  n  '  r^    Petrochemical  Company,  Des  Plaines,  Illinois,  Automotive  Chemicals 

Poly  Products  Division.  Mankato,  Minnesota:  '  '  ^^"'°"  Containers  Division,  Canton.  Ohio,  Marine  Plastics  Division,  Clinton,  Massachusetts,  National 

and  we  also 


help  it 
at  Morton. 


Helping  Morton  Salt  to  pour  is 
just  one  example  of  the  wide  range 
of  products  and  services  Northern 
provides  as  a  widely  diversified 
natural  gas  connpany. 

Korris  Products  of  La  Grange 
Park,  lllinoLS,  buys  plastic  resins 
made  by  tlje  Polymers  Division  of 
our  Northern  Petrochemical 
Company.  They  use  the  resins  to 
manufacture  the  convenient  plastic 
shaker  spouts  for  the  Morton 
Salt  Company. 


"Norchem"  resins  were  chosen 
because  they  are  F.D.A.  approved 
and  satisfy  all  requirements  of 
the  complex  design. 

Our  search  for  new  and  better 
energy  uses  has  also  led  us  into 
plastics,  packaging,  color  resins, 
antifreeze  and  much  more. 

By  squeezing  all  the  value  we 
can  from  our  energy  sources  we're 
providing  a  service  far  beyond 
what  you'd  expect  from  a 
"traditional"  gas  pipeline  company. 


And  as  we  continue  to  diversify 
and  develop  in  areas  where  major 
growth  is  possible,  both  our  cus- 
tomers and  investors  will  benefit. 

Meanwhile,  we'll  still  be  doing  all 
the  things  you'd  expect  a  gas 
company  to  do. 

Like  serving  1.5  million 
customers  through  74  utilities  in 
eight  states.  Maintaining  over 
31,000  miles  of  natural  gas 
pipeline.  And  continuing  a  constant 
search  for  new  gas  reserves. 


i4 


orthern 


The  gas  company  that's  something  else. 


New  Issue 


Thl.  announcement  is  not  an  offer  of  secmities  for  sale  or  a  soUcitation  of  an  offer  to  buy  securities. 

March  3, 1976 


$200,000,000 

Union  Oil  Company  of  California 

8%%  Debentures,  due  March  1, 2006 


uniin 


Price  99y4% 

plus  accrued  interest,  if  any,  from  March  9,  1976 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 

the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  latvs. 


Dillon,  Read  &  Co.  Inc. 
Blyth  Eastman  Dillon  &  Co.        The  First  Boston  Corporation        Goldman,  Sachs  &  Co. 

Incorporated 

Kuhn,  Loeb  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Bache  Halsey  Stuart  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  &  Co. 

Securities  Corporation  Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.    Lehman  Brothers  Loeb,  Rhoades  &  Co.  Reynolds  Securities  Inc. 

Incorporated  Incorporated 

Warburg  Paribas  Becker  Inc.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated 


Money  And  Investments 


Market  Comment 


Don't  Sell  Good  Stocks 


By  LO.  Hooper 


^Jome  of  those  investors  who 
worried  through  the  dark  days  of 
1974— when  it  looked  as  if  the  proph- 
ets of  disaster  might  be  right— prom- 
ised themselves  that  if  the  DJI  ever 
got  back  up  to  1000  again,  they 
would  sell  and  run.  Those  old  prom- 
ises, I  think,  have  been  a  factor  in 
the  way  the  index  has  flirted  with 
what  the  public  has  been  encour- 
aged to  feel  is  a  magic  figure. 

Actually,  1000  in  the  Dow  is  10 
times  what  1976  earnings  are  expect- 
ed to  be,  and  some  60  points  short 
of  the  old  record  high.  My  guess  is 
that  it  is  200  points  less  than  the 
high  for  the  next  12  months.  This 
assumption  is  based  on  two  points: 
Any  bull-market  peak  now  ought  to 
be  considerably  higher  than  the  pre- 
vious one;  and  12  times  earnings  is 
a  reasonable  expectation  for  any  bull 
market  worthy  of  the  name. 

Cause  For  A  Pause 

But  there  are  understandable  rea- 
sons for  hesitation  in  accepting  that 
view.  One  is  the  seemingly  violent 
nature  of  the  rise  since  last  autumn. 
Another  is  the  disappearance  of  the 
more  spectacular  cheapness  in  most 
issues.  Still  another  is  the  slight  firm- 
ing in  short-term  money  rates.  Some 
observers,  too,  have  been  suggesting 
that  institutions  don't  have  as  much 
idle  cash  as  they  did  in  early  Jan- 
uary. Most*  important  of  all,  perhaps, 
is  the  fact  that  violent  movements 
in   the   stock   market,   however   justi- 

Mr.    Hooper   is  vice   president  of  the   NYSE   firm   of 
Thomson  &  McKinnon  Auchincioss  Kohlmeyer  Inc. 


fied,  come  in  spurts  and  do  not  pro- 
gress at  the  initial  rates  for  too  many 
months  in  a  row. 

In  the  first  2M  months  of  1976  the 
Dow  advanced  roughly  150  points. 
That  is  at  the  rate  of  60  points  a 
month.  If  that  rate  of  advance  should 
continue  above  1000  in  the  period 
just  ahead,  the  Dow  would  get  up  to 
around  1060  by  mid-April,  to  1180 
by  mid-June,  and  to  1540  by  the  mid- 
dle of  December.  All  that  these  fig- 
ures mean,  of  course,  is  that  even  the 
most  bullish  bulls  must  recognize  the 
market  has  had  to  slow  down.  And 
it  usually  does  not  slow  down 
without  losing  some  ground  while  it 
digests  the  previous  advance. 

Buy  On  Weakness 

The  foregoing  is  not  intended  as 
an  obituary  of  the  bull  market,  or 
even  as  a  forecast  of  an  intermediate 
decline  of  more  than  mild  propor- 
tions. Stocks  are  not  as  cheap  as  they 
were.  But,  at  10  times  probable  1976 
earnings,  they  are  not  expensive,  and 
some,  like  the  oils,  the  rails  and  most 
of  the  mining  shares,  are  still  cheap. 
The  rise  to  date  has  been  based  more 
on  cash  than  on  borrowings  in  mar- 
gin accounts;  and  the  public  partici- 
pation has  been  by  substantial  in- 
dividual investors  rather  than  by  so- 
called  cheap  speculators. 

Business,  earnings,  dividends  and 
expectations  still  are  improving,  and 
for  the  first  time  in  years  it  actually 
seems  possible  to  finance  industry 
more  through  equity  than  through 
debt.  Pessimism  would  have  to  be 
stretched  to  the  breaking  point  to  con- 
clude that  there  is  a  major  economic 
decline  immediately  ahead  that 
should  be  discounted  now. 

This  is  no  time  to  sell  out  good 
positions  in  common  stocks  acquired 
at  lower  prices.  It  is  a  time  to  watch 
for  opportunities  to  enlarge  those  po- 
sitions on  any  temporary  weakness. 
In  making  new  purchases  now,  how- 
ever, it  makes  more  sense  to  concen- 
trate in  less  active  issues  than  to  buy 
the  strongest  ones.  Traders  probably 


won't  get  such  quick  results  for  a 
while,  and  the  volume  of  trading 
should  shrink  a  bit. 

If  I  can  do  so  without  sounding 
like  a  broken  record,  I  would  like  to 
say  a  word  again  for  the  oils.  They 
don't  have  to  consolidate  any  recent 
advance  because  they  have  shared 
little  in  the  rise  of  the  past  three 
months.  There's  nothing  new  about 
the  persecutions  of  the  Government. 
That's  just  old  hat  and  can  be  dis- 
counted. Price/ earnings  ratios  are 
low.  Yields  on  safe  (and  probably 
rising)  dividends  are  modest  in  rela- 
tion to  earnings.  There  will  be  some 
surprisingly  good  first-quarter  and 
first-half  reports.  This  huge  country 
must  have  the  oil  to  function. 

Quality  oils  such  as  Exxon  (88) 
and  Royal  Dutch  (46)  are  way  be- 
hind the  bull-market  parade.  Where 
else,  outside  of  the  electric  utilities, 
do  you  find  yields  like  those  in  the 
good  international  oils?  As  compared 
with  last  year's  highs,  many  domestic 
issues  are  well  down  in  price:  Kerr- 
McGee  from  95  to  64,  Continental 
Oil  from  75  to  65,  and  Phillips  Petro- 
leum from  71  to  52. 

Not  To  Keep 

One  of  the  interesting  current 
vogues  is  in  digital  watches.  Some  of 
the  more  important  producers  are 
Fairchild  Camera  (40),  Texas  Instru- 
ments (116)  and  Intel  Corp.  (97). 
Digital  watches  are  selling  like  hot- 
cakes.  I  suspect  that  these  stocks  may 
be  better  to  take  out  for  the  evening 
than  to  take  home  tc  Mama. 

For  some  time  I've  felt  more  favor- 
ably disposed  toward  electric  utility 
bonds  than  to  the  common  stocks. 
The  bonds  obviously  are  safer,  and, 
in  some  cases,  utility  bonds  of  less 
than  highest  quality  offer  yields  as 
high  as,  or  higher  than,  those  obtain- 
able in  the  common  stocks.  I  might 
add  a  minority  viewpoint  here:  I  like 
longer-term  bonds  better  than  short- 
term  bonds  and,  for  many  investors, 
bonds  with  a  BAA  or  an  A  rating  bet- 
ter than  the  AA  or  AAA  bonds.   ■ 
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Market  Outlook 


Stocks  That  Meet  The  Test 

By  Sidney  B.  Lurie 


f  the  1000  level  in  the  Dow 
Jones  industrial  average  were  all  that 
the  security  buyer  could  anticipate, 
now  would  be  the  time  for  caution 
and  conservatism.  But  it  isn't.  I 
continue  to  believe  that  ultimately  the 
ten-year-old  ceiling  in  the  Dow  will 
be  significantly  bettered.  In  my  book, 
this  is  the  biggest  stock  market  era 
since  the  Sixties,  and  the  economic 
outlook  is  better  than  it  has  been  at 
any  time  this  decade. 

The  business  recovery  has  passed 
the  critical  stage  where  its  vitality 
and  duration  might  have  been  ques- 
tioned. With  but  few  exceptions,  the 
news  is  generally  positive  wherever 
one  looks.  Furthermore,  the  strong 
advance  in  the  leading  business  in- 
dicators suggests  that  this  year  will 
be  more,  rather  than  less,  vigorous 
than  I  had  hoped.  So  does  the  fact 
that  the  more  ebullient  consumer 
mood,  which  was  translated  into  rec- 
ord high  Christmas  sales,  means  that 
retailers  have  to  rebuild  inventories, 
which  in  turn  means  still  more  em- 
ployment and  spending. 

Risk-keward  Ratio 

All  of  which  spells  increasing 
breadth  to  the  business  recovery.  This, 
plus  the  fact  that  the  new  Pension 
Fund  legislation  dictates  wider  issue 
interest,  means  a  broader  stock  market 
base  than  at  any  time  over  the  past 
decade.  It  points  to  a  growing  inter- 
est in  not  only  the  big  companies,  but 
in  the  comparatively  little  companies 
too,  provided  they  meet  the  basic  test 
of  ownership— a  comfortable  ratio  be- 
tween risk  and  reward. 

There  are  a  number  of  new  pluses 
in  Airco,  Inc.  (selling  around  25,  pay- 
ing $1)  which  have  not  yet  been 
fully    reflected    in    the    marketplace. 

Mr.    Lurie    is    a    partner    in   the    New    York    Stocli 
Exchange  firm  of  Josephthal  &  Co. 


Last  year's  record  high  earnings  of 
$3.76  per  share  ($2.92  in  1974)  re- 
flect the  fact  that  depreciation  was  60 
cents  per  share  less  than  in  the  pre- 
ceding year.  But  this  capital  goods 
and  steel-related  company  has  the 
benefit  of  a  number  of  constructive 
internal  forces  which  suggest  that 
earnings  will  reach  alltime  records 
in  1976,  and  possibly  1977  too.  The 
company  is  better  and  more  tightly 
managed  than  in  past  years  and  has 
discontinued  a  number  of  unprofit- 
able and /or  marginal  product  lines. 
Management  should  make  good  use 
of  higher  demand  for  industrial  gases, 
ferro  alloys,  carbon  and  graphite 
products. 

I'm  also  impressed  with  the  cur- 
rent position  and  outlook  of  Inland 
Container  (around  65,  paying  $1.80). 
Unlike  its  competition,  Inland  report- 
ed record  high  earnings  of  $6.94  last 
year  as  against  $5.98  in  1974.  While 
part  of  the  earnings  gain  reflects  some 
40  cents  a  share  of  nonrecurring  prof- 
its, the  fact  remains  that  the  compa- 
ny did  have  record  high  operating 
results  and  has  consistently  enjoyed 
an  aboveraverage  return  on  invested 
capital.  Although  the  record  of  the 
Sixties,  when  Inland  was  essentially 
a  family  dominated  business,  was 
more  one  of  stability  than  growth,  I 
believe  that  the  new  management 
which  took  command  in  1971  has  in- 
vigorated this  fourth-largest  of  the  pa- 
per container  manufacturers.  Equal- 
ly important,  the  company  has  the 
capacity  to  grow  at  least  25%,  and 
over  50%  of  Inland's  boxes  are  used 
in  the  fast-growing  areas  of  packag- 
ing of  food  and  other  household 
necessities. 

Upgrade  Profit  Margins 

There  arc  at  least  two  factors 
which  suggest  that  Ewmrh  (a  hold- 
ing company  which  ()l)taincd  43%  of 
last  year's  pretax  earnings  from  Swift 
&  Co.'s  food  business)  remains  at- 
tractive for  purcha.se  at  around  40, 
paying  $1.52.  1)  The  pending  .sale  of 
the    company's    soybean    processing 


plants  for  some  $65  million  is  illustra- 
tive of  the  company's  basic  thrust  in 
the  food  business:  to  get  away  from 
being  a  strictly  raw  materials  com- 
pany and  to  upgrade  profit  margins 
through  brand  products.  2)  Indica- 
tions are  that  the  fertiUzer  di\'ision, 
which  provided  the  bulk  of  the  chem- 
ical division's  pretax  profits  last  year 
(again  a  roughly  43%  source  of  earn- 
ings), will  have  the  second-best  year 
in  its  history.  Allowing  for  the  contri- 
bution from  Playtex,  which  is  doing 
quite  well,  Esmark's  primary  earn- 
ings could  be  $6  per  share  this  year, 
compared  with  $5.05  in  1975  and 
$3.09  as  recently  as  1973. 

Turned  The  Corner 

The  Great  Atlantic  6  Pacific  Tea 
Co.— the  AfitP  so  well  known  to  every 
householder  and  the  nation's  second- 
largest  grocery  chain— has  decisively 
turned  the  comer  and  the  stock  is  an 
interesting  speculation  at  around  12. 
Although  the  aggressive  new  man- 
agement has  closed  nearly  1,400 
stores  that  were  doing  $1.5  billion  of 
annual  volume,  total  dollar  sales  in 
the  last  fiscal  quarter  were  ahead  of 
a  year  ago:  Average  sales  per  store 
have  risen  to  over  $63,000  a  week 
from  $37,500  a  year  ago.  The  $200- 
niillion  reserve  that  was  established 
a  year  ago  to  alxsorb  store  closing 
costs  has  proven  more  than  adc- 
(juate,  and  the  company  is  financially 
(juite  strong,  with  net  assets  of  some 
$450  million. 

The  probable  stabilization  of  food 
prices  is  a  new  plus  for  the  company 
inasmuch  as  it  means  le.ss  consunicr 
resistance  and  an  improved  operating 
environment.  In  short,  it  .seems  to  me 
that  A&l'  is  a  viable  business  t(xiay 
and  that  its  internal  eaniings  lever- 
age {i.e.,  a  modest  improvement  in 
margins  can  mean  a  substantial  swing 
in  net)  will  be  d<>monstrat(>(l  in  the 
new  fiscal  year  that  started  Mar.  1. 
If  the  company  can  reach  only  hull 
the  industry's  average  aftertax  prof- 
it margins,  it  could  mean  r.nninus  of 
about  $2  per  share.   ■ 
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Let  Value  Line  Help  You  Identify 

400  STOCKS  TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months 


An  otherwise  solid  stock  portfolio  can 
be  largely  undone  by  a  few  "misfits."  So 
it's  important  to  be  able  to  identify 
"weak"  stocks  as  well  as  "strong"  ones. 
And  to  be  immediately  aware  of  signifi- 
cant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment 
Survey  every  week  of  the  year  ranks 
1600  stocks  —  each  relative  to  all  the 
others  —  for  Probable  Market  Per- 
formance in  the  next  12  Months,  as 
follows: 

100  stocks  are  ranked  1  (Highest) 
300  stocks  are  ranked  2  (Above 

Average) 
800  stocks  are  ranked  3  (Average) 
300  stocks  are  ranked  4  (Below 

Average) 
100  stocks  are  ranked  5  (Lowest) 

Not  every  stock  will  perform  in 
accordance  with  its  rank  in  any  year, 
but  such  a  high  percentage  have  done 
so  in  the  past,  for  logical  reasons  based 
on  earnings,  growth  rates  and  risk,  that 
although  no  one  can  guarantee  future 
results,  the  probabilities  are  such  as  to 
put  the  odds  definitely  in  your  favor 
when  you  line  up  your  stocks  with  the 
Value  Line  ranks. 

400  STOCKS  TO  AVOID  NOW 

The  ranks  are  designed  to  measure 
probabilities.  We  expect  higher-ranked 
stocks  to  go  up  more  in  a  rising  market 
—  or  down  less  in  a  market  drop  — 
than  lower-ranked  stocks.  And  con- 
versely . .  . 

We  expect  the  400  stocks  ranked 
4   or   5   for  Performance   to   go 
DOWN  MORE  or  UP  LESS  than 
all  the  1200  others  within  the  12 
months  directly  ahead. 
The  400  stocks  currently  ranked  un- 
favorably (Value  Line  Feb.  20)  include 
some  very  big   names.  Just  a  few  of 
them  are  AT&T.  FIRESTONE,  ALCOA, 
SEARS    FiOEBUCK,     EASTMAN 
KODAK,  MGM,  GULF  OIL,  SEAGRAM 
(This  may  show  why  you  shouldn't  con- 
fuse the  excellence  of  a  company  with 
the  current  merits  of  its  stock.) 
LOOKING  FOR  PERFORMANCE? 

Even  if  your  primary  objective  is  yield, 
or  safety,  or  long-term  appreciation,  we 
suggest  you  stay  away  from  stocks 
currently  ranked  4  or  5  by  Value  Line 
for  Next-12-Months  Performance. 
And,  of  course,  if  superior  relative  price 
action  is  what  interests  you  most,  then 
we  suggest  you  give  special  attention  to 
the  100  stocks  currently  ranked  1 
(Highest)  by  Value  Line  for  Probable 
Market  Performance  in  the  Next  12 
Months. 


UPDATED  EVERY  WEEK 

Every  week  —  for  EACH  of  1600  stocks 
—  The  Value  Line  Investment  Survey  in 
its  Summary  of  Advices  and  Index 
presents  the  up-to-date  . . . 

a)  Rank  for  Relative  Probable  Price 
Performance  in  the  Next  12 
Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.4%  and  up— Value  Line  Feb.  20.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
( 1 00  stocks  are  in  the  235%  to  1 300% 
range— Value  Line  Feb.  20.) 

e)  Current  price  and  P/E,  plus  es- 
timated annual  earnings  and  divi- 
dends in  current  12  months.  Also  the 
stock's  Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months  —  including  23 
series  of  vital  financial  and  operating 
statistics  going  back  10  years  and  es- 
timated 3  to  5  years  into  the  future. 

SPECIAL  HALF-PRICE  OFFER 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Survey 
for  the  next  12  weeks  for  only  $29 
(almost  50%  off  the  regular  rate).  We 
make  this  special  offer  because  we 
have  found  that  a  high  percentage  of 
those  who  try  Value  Line  for  a  short 
period  stay  with  it  on  a  long-term  basis. 


The  increased  circulation  enables  us  to 
provide  this  service  for  far  less  than 
would  have  to  be  charged  to  a  smaller 
number  of  subscribers.  Your  trial  will 
include  all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety  —  together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  & 
REPORTS  section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full  page  reports  like  this  are 
issued  on  all  1600  stocks,  replacing 
and  updating  the  previous  reports.  (It 
takes  but  a  minute  a  week  to  file  the 
new  reports  in  your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (4  pages) . . .  with  a 
detailed  analysis  of  an  Especially 
Recommended  Stock  —  plus  a  wealth 
of  investment  background  including 
the  Value  Line  Composite  Average  of 
more  than  1600  stocks. 

PLUS  THIS  $35  BONUS...  Value 
Line's  complete  1800-page  Investors 
Reference  Service  (sold  separately  for 
$35),  with  our  latest  full-page  reports 
on  all  stocks  under  review  —  fully  in- 
dexed for  your  immediate  reference. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Investment  Survey, 
just  return  the  material  you  have 
received  within  30  days  for  a  full  refund 
of  your  subscription. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  NY.  10017 


D  Begin  my  special  12-week  trial  to  The 
Vafue  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send 
me  the  Investors  Reference  Service 
and  the  booklet  "Investing  in  Common 
Stocks"  as  a  bonus.  My  check  or 
money  order  for  $29  is  enclosed.  (Trial 
subscriptions  must  be  accompanied 
by  payment.) 

a  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus.  Investors 
Reference  Service  and  the  booklet, 
"Investing  in  Common  Stocks"  for 
$248.  (There  are  no  restrictions  with 
this  offer.) 

D  Payment   enclosed     D  Bill   me  for 
$248 

GUARANTEE:    If   dissatisfied   for   any 


reason,  I  may  return  the  material  within 
30  days  for  a  full  refund  of  the  fee  I  have 
paid.  216E01 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE         ZIP 

Not  assignable  without  subscriber's  con- 
sent. Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY 
residents  add  applicable  sales  tax.) 


Money  A^H  Inv/estments 


II  In  The  Mutual  Fund  Shop 


M  t's  like  the  old  story  about  the 
mouse,"  says  Charles  Bauer,  president 
of  American  General  funds  (assets: 
$1.7  billion).  "'I  don't  want  any 
cheese.  Just  get  me  out  of  this  trap.'  " 

Bauer  is  talking  about  many  mu- 
tual fund  investors,  who— instead  of 
rejoicing  in  the  bull  market— are  run- 
ning away  from  it.  They  no  longer 
seem  interested  in  having  their  mon- 
ey grow.  They  just  seem  to  want  to 
get  out  even. 

The  January  sales  and  redemption 
figures  for  the  industry,  as  compiled 
by  the  Investment  Company  Insti- 
tute, tell  the  tale.  Excluding  money 
market  funds,  customers  bought  $410 
million  worth  of  funds  in  January. 
But  they  unloaded  $537  million— a 
net  redemption  of  $127  million.  By 
contrast,  last  January  when  the  DJI 
was  350  points  lower,  the  industry 
had  net  sales  of  $197  million. 

"Our  redemptions  are  certainly  up 
this  year,"  says  Dreyfus  (assets:  $2.86 
billion)  President  Jerome  Hardy.  "We 
have  had  substantial  redemption  in- 
creases," echoes  President  George 
Putnam  of  $1.9-billion  Putnam  Funds. 

The  funds'  experience  would  cer- 
tainly seem  to  confirm  Wall  Street's 
belief  that  this  year's  rally  is  being 
fueled  by  institutions,  not  individuals. 
\\'hat  gives? 

"There  were  tens  of  thousands  of 
investors  who  were  so  hurt,  so  fright- 
ened by  the  1973-74  bear  market 
that  they  vowed  they  would  get  out 
if  they  ever  got  even  again,"  one 
mutual  fund  executive  told  Forbes. 
"Well,  to  their  surprise,  many  sud- 
denly  were  even   again,   and  it   hap- 


pened so  quickly  that  they're  getting 
out  while  they  think  the  getting  is 
good.  The  industry  had  substantial  la- 
tent redemptions,  and  the  rally  is 
triggering  them."  (The  mouse  and 
the  cheese,  of  course. ) 

The  curious  act  of  investors  run- 
ning away  from  a  bull  market  is  not 
unique.  "The  historical  pattern  has 
been  that  in  a  rapid  bounce-back  af- 
ter serious  market  declines,  the  re- 
demptions do  rise,"  says  Capital 
Group  boss  James  Fullerton.  "Take 
the  1966  market  break  when  the 
Dow  Jones  average  dropped  from 
995  to  744,"  recalls  Fidelity  Group 
President  William  Bynies.  In  those 
happy  days  sales  still  exceeded  re- 
demptions, but,  notes  Byrnes,  "Re- 
demptions were  fairly  high  through- 
out 1967,  when  the  market  was  re- 
covering and  sales  were  on  a  pla- 
teau." Not  until  into  1968  did  sales 
really  pick  up,  just  as  the  1960s  bull 
market  was  reaching  its  climax. 

Another  example:  The  indusi.  had 
its  first  month  of  net  redemptions  in 
1971,  long  after  the  market  had  ral- 
lied smartly  from  its  lows  of  the 
1969-70  crash. 

All  of  which  suggests  that  at  least 
one  tenet  of  The  Street's  belief  about 
small  investors  is  right:  They  may  not 
sell  at  the  bottom,  but  they  certainK 
do  sell  too  early. 

"I  think  this  redemption  phase 
could  well  last  until  the  summer  or 
possibly  the  fall  before  we  see  any 
dramatic  change,"  says  Byrnes.   "The 


washout  ihc  m  I'V')   '■ 


'vas  unprec- 


edented since  the  1930s,  so  I  don't 
know  whether  past  patterns  will 
hold."  Most  fundmen  would  agree: 
The  traumatic  years  of  the  early 
Seventies  may  have  driven  many  in- 
vestors away  for  good— or  at  least  for 
a  good  long  time. 

Industry  executives  stress,  however, 
that  the  "get-me-out-of-this-trap"  psy- 
cholog)'  doesn't  account  for  all  the  re- 
demption increases.  Small  investors, 
like  big  investors,  like  to  gamble. 

Says  Capital's  Fullerton:  "One  of 
the  things  we  see  is  that  more  re- 
demptions are  coming  througli  bro- 
kers as  opposed  to  direct  redemp- 
tions. So  there  is  the  possibility  that 
people  are  saying,  'I'm  going  into 
something  like  options  and  get  rich 
overnight.'  " 

Surprisingly,  the  industry  doesnt 
really  know  why  investors  beha\e  the 
way  they  do.  "No  matter  what  the 
market  condition  seems  to  be,"  sa\s 
Fullerton,  whose  company  has  done 
several  surveys,  "people  sa\  the\' 
need  the  money  and  give  you  such 
specific  details.  They  rarely  mention 
dissatisfaction  with  performance.  It's 
really  surprising."  But  is  that  so  sur- 
prising? People  rarely  cotuplaiu  in 
restaurants,  but  they  fre(iuently  ex- 
ercise their  option  not  to  patronize 
the  place  again. 

Basic  Change? 

While  the  past  suggests  comforting- 
ly that  sales/ redemption  ratios  \Nill 
improve  later  on,  you'll  find  few  fund- 
men  sure  it  will  happen  this  time. 
Says  George  Putnam:  "The  ordinary 
public  is  not  being  sold  finids,  bc- 
cau.se  so  little  of  the  brokerage  in- 
dustry is  still  dealing  with  the  public 
in  this  kind  of  security." 

Putnam  has  a  good  point.  Kund- 
!nen  ha\e  always  said— and  riglitK - 
that  mutual  funds,  like  lite  insurance, 
are  sold,  n(»t  bought;  and  there  are 
no  longci  the  number  ol  salesin«'n 
around  that  there  once  were. 

Men  like  Fullerton  and  Putnani  be- 
lieve tliat  more  and  more  liinds  will 
be  .sold  lor  sophisticated  financial- 
planning  rea.sons.  rather  than  its  the 
in\estment  media  for  the  masses.  The 
mutual  hmd  industry  will  not  disap- 
pear, but  thanks  to  some  \ei\  mj^ged 
bear  markets  and  to  changes  in  the 
way  c*oniniissi()ns  are  handed  out  -its 
golden  au<'  is  (»\  «'i     ■ 
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From  the  mountains  to  the  prairies 


America.  Two  hundred  years  old  and  still 
^^L      waiting  for  some  of  its  people  to 

J^^^k  claim  their  share  of  it.  For  themselves 
^^^^^  and  for  the  future  of  their  families. 
Imagine  having  lived  in  the  most  beautiful 
country  in  the  world  and  never  having  known 
what  it  means  to  have  a  part  of  it  for  your  own. 

What  more  perfect  way  to  stake  your  claim 
than  by  purchasing  five  glorious  acres  of  south- 
ern Colorado  for  yourself  and  those  you  love. 
At  Sangre  de  Cristo  Ranches  you  can  still  own 
a  sizable  piece  of  your  native  land  at  a  very 
modest  cost  and  on  easy  credit  terms.  This  is 
scenic  land  in  one  of  the  fastest-growing  states 
in  America.  A  piece  of  the  romantic  old  south- 
west that  remains  unspoiled. 

Sangre  de  Cristo  Ranches  is  a  subsidiary  of 
Forbes  Inc.,  publishers  of  the  highly  reputable 
business  and  financial  publication,  Forbes  Maga- 
zine. The  land  being  offered  for  sale  to  you  is  a 
part  of  the  huge  168,000  acre  Forbes  Trinchera 
Ranch,  one  of  the  oldest  of  the  remaining  big 
ranches  in  America.  A  sportsmen's  paradise  in 
all  seasons  for  hunting,  fishing,  riding,  hiking 
and  boating.  With  some  of  the  finest  skiing  in 
tfie  country  within  a  75-mile  drive,  the  ranch 
ranks  among  the  world's  best  known  preserves 
for  deer,  elk,  game  birds  and  other  wildlife. 

The  majestic  mountain  views  of  Trinchera 
Peak  and  Mount  Blanca  (higher  than  Pikes  Peak) 
stand  as  silent  sentinels  protecting  the  rolling 

Obtain  HUD  property  report  from  developer  and  read  it 
before  signing  anything.  HUD  neither  approves  the 
mefits  of  the  offering  nor  the  value  of  the  property  as 
an  investment,  if  any. 


foothills  and  valley  that  make  up  our  Sangre  de 
Cristo  Ranches. 

The  land  lies  about  200  miles  southwest  of 
Denver,  just  east  of  U.S.  Route  160  .  .  .  the 
Navajo  Trail.  Its  town  is  historic  Fort  Garland, 
the  last  command  of  Kit  Carson. 

For  as  little  as  $3,500  to  $5,000  total  cash  price, 
you  can  purchase  your  own  five-acre  Sangre  de 
Cristo  Ranch.  Payments  are  as  low  as  $35 
monthly,  with  typical  financing  arrangements 
shown  below.  Important  money-back  and  ex- 
change privileges  backed  by  Forbes  Magazine's 
distinguished  reputation  have  contributed  much 
to  the  great  success  of  this  unusual  land  offering. 

For  complete  details  on  this  wonderful  op- 
portunity, without  obligation,  please  fill  in  and 
mail  coupon  provided  to:  Sangre  de  Cristo 
Ranches,  Box  303,  Fort  Garland,  Colorado  81133. 


TYPICAL  FINANCING  ARRANGEMENTS 

Cash 
Price 

Down                                           Monthly     Deferred 
Payment    Interest     Months    Payment     Payment  Price 

$3,500 

$35             6%             137             $35              $4,829.38 

$5,000 

$50            6%            137            $50             $6,899.01 

Not  an  otter  or  solicitation  in  ttiose  states  wttere  ttie  property 
IS  not  registered. 


V 


SANGRE  DE  CRISTO 

SUBSIDIARY  OF  FORBES  MAGAZINE 

Box  303,  Fort  Garland,  Colorado  81133 


Name 


Address 


City. 


.State. 


Zip. 


Telephone. 


Preference:     n$3500     D  $5000 

A  statement  and  offering  statement  has  been  filed  with  the  Department  of  State  of 
the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  is  available,  upon  request,  from  the  subdivider 
NYA  75-78         AD1 2842(a)        M 1-75-62        (OAD-75)  B  705 


"Once  they  have  set  a 
course,  courts  can  be 
as  slow  to  come  about 
as  a  square-rigger 

in  a  flat  calm." 


Wide  World  Photos,  Inc. 


m^v^Tm 


^*- .    ar     w.. 


"In  1854  the  Supreme  Court  ruled  that  financial  damages  from  collision  at  sea  should  be 
divided  equally  among  those  at  fault.  Now  they  have  finally  managed  a  reversal  of  course." 


To  most  Americans,  the  law  is  as  dry 
and  forbidding  as  the  Gobi  desert. 

Yet,  after  all,  law  deals  with  human 
behavior,  however  dehydrated;  and  it 
touches  every  part  of  our  lives. 

In  Time  Magazine,  the  Law  section 
is  a  weekly  demonstration  of  Time's 
aptitude  for  animating  dullness,  illumi- 


nating obscurity,  and  retrieving  rele- 
vance from  masses  of  details. 

Time's  editors  know  a  legal  land- 
mark when  they  see  one,  and  they 
know  how  to  show  you  why  it  matters. 

You  know  what  Time  does.  And 
reading  it  every  week  reminds  you 
how  well. 


The  Weekly  Newsmagazine 


Money  And  Investments 


Commodities 


Wheat:  Will  The  Rains  Come? 
Or  The  Russians? 

By  Stanley  W.  Angrist 


Bor  years  futures  traders  have 
observed  that  each  crop  is  totally  de- 
stroyed three  times  in  the  pits  at  the 
Chicago  Board  of  Trade  before  it  is 
harvested.  The  question  everyone 
seems  to  be  asking  this  spring  is:  Has 
the  winter  wheat  crop  actually  suf- 
fered devastating  losses  that  might 
touch  off  a  new  round  of  inflation  in 
the  food  sector,  or  is  it  just  the  usual 
pre-harvest  jitters?  In  order  to  answer 
that  question  I'll  have  to  discuss  the 
different  kinds  of  wheat. 

Wheat  is  classified  in  two  broad 
ways:  first,  according  to  the  time  at 
which  it  is  planted;  and  second,  by 
its  physical  characteristics.  Seventy- 
five  percent  of  all  the  wheat  raised  in 
this  country  is  winter  wheat,  which  is 
harvested  in  late  spring.  Half  of  this 
crop  is  raised  in  just  five  states- 
Kansas,  Oklahoma,  Texas,  Nebraska 
and  Ohio.  Spring  wheat  is  planted  as 
early  as  the  ground  becomes  workable 
and  harvested  in  late  summer. 

Wheat  is  also  classified  as  hard, 
soft  or  durum.  Hard  red  winter  and 
hard  red  spring  are  best  suited  for 
making  bread  flour;  hard  wheat 
makes  up  the  major  part  of  the  U.S. 
crop.  Soft  red  winter  wheat  is  suited 
for  making  pastry  products. 

Worrisome  Weather 

This  winter  Kansas,  Oklahoma  and 
Texas  had  less  than  half  their  normal 
moisture.  However,  the  weather  in 
some  of  the  other  winter  wheat  states 
is  reported  to  be  quite  good. 

Last  year  we  produced  1,651  mil- 
hon  bushek  of  winter  wheat.  The 
U.S.  Department  of  Agriculture  Dec. 
1  crop  survey  estimated  that  this 
year's  crop  would  be  only  1,496  mil- 
lion bushels— and  it  is  clear  that  the 
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weather  has  already  reduced  the  crop 
to  something  less  than  that.  Let  us 
assume  that  the  weather  does  not  im- 
prove and  50%  of  the  crop  in  Kansas, 
Oklahoma  and  Texas  is  lost.  Since 
those  states  produced  about  650  mil- 
lion bushels  in  1975,  a  50%  loss  would 
reduce  the  winter  wheat  crop  to 
about  1,300  miUion  bushels. 

Exports  Down 

Is  this  a  disaster?  Not  quite.  In 
spite  of  the  losses  from  bad  weather, 
farmers  will  be  bringing  in  the  third 
largest  winter  wheat  crop  in  U.S.  his- 
tory. Moreover,  while  supply  is  down, 
so  is  demand.  The  U.S.D.A.  had  been 
forecasting  exports  of  all  types  of 
wheat  of  1,350  nulHon  bushels  for  the 
crop  year  ending  July  1,  but  as  of 
mid-January  only  700  million  bushels 
had  been  shipped.  It  seems  likely  that 
exports  for  the  balance  of  this  crop 
year  will  be  only  500  million  bushels 
or  less— far  lower  than  expected.  As- 
suming that  domestic  usage  ("disap- 
pearance" in  the  jargon  of  the  trade) 
,  is  about  normal,  therefore,  the  decline 
in  supply  will  be  at  least  partially 
matched  by  a  decUne  in  demand. 
Adding  it  all  up,  we'll  probably  begin 
the  new  crop  year  with  2,300  milhon 
bushels  (carryover  plus  the  new 
crop)— a  decline  of  only  7%  from  last 
year.  That  hardly  seems  enough  to 
touch  off  the  kind  of  bull  market  we 
had  in  1974  when  prices  reached 
$6.40  a  bushel. 

So  far  the  market  has  responded 
to  the  lack  of  moisture  in  wheatiand 
with  about  a  30-to-50-cent  per  bushel 
rise  in  the  July  contract  since  early 
January.  Is  this  amount  enough  to 
ration  the  reduced  supplies? 

The  answer  is  probably  yes.  Wheat 
has  amazing  recuperative  powers, 
given  just  a  little  moisture.  Whether 
that  moisutre  will  show  up,  no  one 
knows.  Nor  does  anyone  know  wheth- 
er the  Soviet  Union  will  place  an  or- 
der for  another  70  million  bushels  or 
so  of  wheat,  as  many  observers  have 
been  expecting.  In  other  words,  a 
little  rain  between  now  and  crop  time 


could  make  a  substantial  difference 
in  supply,  and  the  Rxissians  could 
make  a  big  difference  in  demand. 

We  could  send  the  bull  back  to 
pasture  ff  the  rains  come,  even  if 
the  Soviets  do  make  another  sub- 
stantial purchase.  Ditto  if  the  rains 
fail,  but  the  Soviets  stay  away.  On 
balance  therefore,  I  think  the  case  in 
wheat  rests  with  the  bears.  Going 
short,  however,  involves  some  con- 
siderable risks.  Fortunately,  there  is  a 
way  to  play  this  market  besides  tak- 
ing up  a  short  position— and  that  is 
by  way  of  an  intermarket  arbitrage. 

It  would  work  like  this:  You  go 
long  wheat  at  the  Kansas  City  Board 
of  Trade  (hard  red  winter)  and 
short  wheat  at  the  Chicago  Board 
of  Trade  (soft  red  winter).  I  believe 
this  arbitrage  would  work  even  in 
the  event  of  a  sell-off  because  Chicago 
(soft  red)  futures  have  been  dragged 
up  to  present  levels  by  the  effects  of 
the  drought  on  the  hard  wheat;  the 
soft  winter  wheat  is  apparently  in 
good  supply.  And  if  the  Russians  buy 
additional  wheat  they  will  want  hard 
wheat,  not  the  pastry  wheat  traded 
in  Chicago.  Yet  the  hard  and  soft 
September  contracts  have  been  trad- 
ing with  a  5-to-lO-cent  premium  for 
hard  wheat  in  recent  weeks. 

Trade-Off 

No  matter  what  happens— rain  or 
Russians— it  seems  reasonable  to  me 
that  Kansas  City  will  keep  and  widen 
its  premium  over  Chicago— perhaps  to 
15  cents  or  more.  (However,  if  the 
premium  dropped  to  as  little  as  2 
cents,  I  would  abandon  ship.)  An- 
other plus  to  trading  the  wheat  mar- 
ket by  way  of  an  arbitrage  is  that 
brokers  usually  require  only  half  the 
margin  that  they  ask  for  on  a  straight 
long  or  short  position. 

A  speculator  taking  up  a  KC/ 
Chicago  wheat  arbitrage  trades  off 
some  potential  profit  if  he  is  on  the 
right  side  of  the  market.  However, 
he  sleeps  better.  Each  trader  must 
decide  for  himself  how  much  his 
sleep  is  worth.  ■ 
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YOirVE 

HEARD THE 
HUnS  ABOUT 

THEBIGGEST 
BANK  MERGER 
IN  US^MSTORY. 


On  January  1  st  of  this  year, 
ten  regional  banks  merged 
into  one  big,  new  bank: 
The  Marine  Midland  Bank. 

As  of  that  date,  the  words 
"Marine  Midland"  began 
standing  for  n^iore. 

For  instance:  now  our  total 
Capital  and  Reserve  for  loan 
losses  are  more  than  $600- 
million.  Our  total  deposits  are 


$9.6-billion,  more  than 
$2-billion  of  which  is  per- 
sonal savings  deposits. 

Now  "Marine  Midland" 
means  more  than  300 
branches,  30  overseas  offices 
and  20  associated  financial 
institutions. 

The  new  Marine  Midland 
Bank. 

It's  big.  With  assets  of 


more  than  $1 1  -billion.  And 
of  course,  the  services  and 
capabilities  you'd  expect 
from  one  of  the  12  largest 
banks  in  the  United  States. 

Review  all  the  facts  and  the 
figures  behind  them.  You'll 
find  they  add  up  to  the  kind 
of  bank  you'd  like  to  do 
business  with. 


IVI/\mi\IE   IVIID 


IMO   B/\I\IK 


Member  F.D.I. C. 


tMNV  HERE  ARE 
THERGURES. 


■VIA^miME  IVIIOI.^\IMD  B^XIMK 


Consolidated  Statement  of  Condition 

(in  thousands  of  dollars) 
ASSETS  January  1.1976 

Cash  and  due  from  banks $  1 ,357,108 

Interest  bearing  deposits  with  banks 1 ,337.475 

Trading  account  securities 17,193 

US  Government  and  Federal  Agency  obligations 736,042 

State  and  municipal  obligations 590,267 

Other  securities  146.417 

Total  investment  securities 1 ,472,726 

Loans  and  mortgages,  less  unearned  income 6,273,762 

Less— reserve  for  loan  losses 99.484 

Loans  and  mortgages,  net 6.174,278 

Federal  funds  sold  and  securities  purchased  under 

resale  agreements 64,942 

Direct  lease  financing,  less  unearned  income  and  reserve 

for  losses 65,680 

Premises  and  equipment 103,072 

Customers'  acceptance  liability 193,713 

Interest  receivable,  deferred  charges  and  other  assets  .    .  216.760 

TOTAL  ASSETS ^ $11.002,9^ 

LIABILITIES 

Demand  deposits $  3,045,012 

Personal  savings 2,018,451 

Other  time  deposits 1 ,840,988 

Deposits  in  foreign  offices 2,669,282 

Total  deposits 9.573.733 

Federal  funds  purchased  and  securities  sold  under 

repurchase  agreements 384,829 

Other  funds  borrowed 76,466 

interest,  taxes  and  other  liabilities 193,873 

Acceptances  outstanding 1 97,871 

Debentures,  notes  and  mortgages  payable 35,435 

TOTAL  LIABILITIES  10,462,207 

CAPITAL 540.740 

TOTAL  LIABILITIES  AND  CAPITAL  $1 1 .002,947 

On  January  1 ,  1 976,  securities  and  other  assets  carried  at  $926, 1 87,000 
are  pledged  to  secure  public  deposits  and  for  other  purposes,  including 
securities  sold  under  agreements  to  repurchase 


HERE'S  WHERE 
TO  FIND  US 

IN  NEW  YORK  STATE 

Main  Offices  In: 

Buffalo-One  Marine  Midland  Center, 

14240 

New  York-140  Broadway,  10015 

Other  Regional  Headquarters  in: 

Syracuse-One  Marine  Midland  Tower, 

13201 

Rochester-One  Marine  Midland  Plaza, 

14639 

Binghamton-One  Marine  Midland 

Plaza,  13902 

Albany-125  Wolf  Road,  12205 

310  other  banking  offices  throughout 

New  York  State 

WORLDWIDE 

EUROPE  AND 
THE  MID-EAST 

Branch  Banking  Offices  in  London  and 

Paris 

A  Merchant  Bank  in  London 

Other  offices  in  Beirut,  Brussels, 

Frankfurt,  Madrid,  Rome,  and  Tehran 

ASIA 

Branch  Banking  Offices  in  Singapore 
and  Tokyo 

Other  offices  in  Hong  Kong,  Jakarta, 
Manila,  Seoul  and  Sydney 

THE  AMERICAS 

Branch  Banking  Offices  in  Panama  City 
and  Nassau 

Other  offices  m  Bogoti,  Bjenos  Aires, 
Caracas,  Mexico  City,  Panama  City, 
Rio  de  Janeiro,  Sao  Paulo,  and  Toronto 

ASSOCIATED  FINANCIAL 
INSTITUTIONS  in  Australia, 
Canada,  Cayman  Islands,  Colombia, 
Costa  Rica,  France,  Ireland,  Italy, 
Japan,  Lebanon,  Malaysia,  New  Zealand, 
Panama,  Philippines,  Turkey  and 
Venezuela 


Money  And  Investments 


an 
Show 


Like  most  portfolio  managers,  Nicho- 
las B.  Kronwall  was  surprised  by  the 
stock  market's  big  post-December  ral- 
ly. The  Tucson-based  money  manager 
went  into  1976  with  only  50%  of  his 
clients'  money  in  common  stocks,  but 
once  he  saw  the  way  the  wind  was 
blowing,  he  quickly  changed  direc- 
tion and  in  just  three  weeks  he  was 
80%  in  common  stocks. 

Kronwall's  20-month-old  firm  is  in 
charge  of  only  $9.3  million  for  28 
clients,  including  a  union  pension 
fund.  He  plans  to  build  that  up,  but 
to  no  more  than  $100  million,  for  he 
sees  an  advantage  in  being  small.  He 
may  lack  the  research  depth  of  big- 
ger money  management  firms,  but  he 
does  have  one  thing  they  lack:  the 
ability  to  turn  on  a  dime.  Thus,  he 
could  jump  into  this  year's  rally  at 
the  last  minute  and  still  outperform 
the  market.  The  Dow  Jones  average 
has  risen  about  14%  since  December; 
Kronwall's  accounts  have  risen  be- 
tween 15%  and  29%. 

In  conversation  about  his  opera- 
tion, Kronwall  habitually  uses  the  edi- 
torial "we"— perhaps  a  semiconscious 
reaction  to  the  fact  that  he  is  a  one- 
man  show. 

In  the  past  Nick  Kronwall,  41,  has 
run  large  portfolios— and  done  rather 
well  at  it.  A  1961  graduate  of  Stan- 
ford Graduate  School  of  Business,  he 
learned  the  investment  business  at 
Chicago's  Northern  Trust  Co.  From 
1966  to  1974  he  worked  with  port- 
folios for  Selected  American  Shares 
and  its  sister  mutual  fund.  Selected 
Special  Shares.  His  portfolios,  matched 
over  an  eight-year  period  against  the 
authoritative  Becker  Securities  survey, 
outperformed  those  of  99%  of  the  pen- 
sion fund  managers  in  the  U.S.  Dur- 
ing the  latter  part  of  this  period  he 
ran  the  portfolios  from  an  office  in 
Tucson  and  finally  decided  to  hang 
out  his  own  shingle  there.  That  was 
in  the  dark  days  of  1974.  On  his 
own,  he  has  continued  scoring  well 
in  the  Becker  survey.  The  pension 
fund  he  runs  for  the  bricklayers'  union 
ranked  in  the  top  1%,  for  the  most  re- 
cent 18  months,  of  the  3,700  pension 
funds  tracked  by  the  Becker  firm. 

As     a    fund     manager,     Kronwall's 


Nicholas  Kronwall 

fastest  bit  of  footwork  took  place  in 
1970,  overall  a  rotten  year  for  the 
stock  market.  With  the  kind  of  timing 
most  portfolio  managers  only  dream 
about,  Kronwall  began  buying  back 
into  the  market  exactly  two  days  af- 
ter it  hit  bottom.  He  purchased  in- 
terest-rate-related issues  mainly— sav- 
ings &  loans  and  building  companies 
—at  a  time  when  the  Federal  Reserve 
was  rapidly  easing  the  money  supply. 
Result:  Kronwall  turned  a  20%  de- 
cline through  May  into  an  8.5%  gain 
at  year's  end— good  enough  to  beat 
of  the  Becker-rated  managers. 


Only  Game  In  Town 

Two  years  later,  however,  Kron- 
wall's timing  was  not  so  good.  In 
1972,  with  only  a  5%  gain  in  a  mar- 
ket that  rose  14%,  he  would  have 
ranked  in  Becker's  bottom  5%.  What 
went  wrong? 

"We  sold  the  great  growth  stocks 
in  1972— stocks  like  Xerox  and  Syn- 
tex,"  Kronwall  replied.  "We  felt  they 
had  gone  too  far  relative  to  the  rest 
of  the  market.  We  were  right,  of 
course,  but  we  were  right  too  soon. 
Th(;  average  professional  money  man- 
ager—at Morgan  Guaranty  and  the 
big  banks— was  still  owning  the  great 
growth  stocks,  because  at  that  point 
they  were  the  only  game  in  town. 
Most  wouldn't  start  selling  them 
for  another  year  or  so,  and  so  we 
underperformed." 

Being  right  but  right  too  soon  is 
small  consolation,  of  course,  but  it's 
better  than  not  being  right  at  all.  As 
Kronwall  puts  it:  "It  is  possible  to  op- 
erate so  that  you  have  more  good 
years  than  bad  years,  thereby  can- 
celing out  the  bad  ones  over  a  period 
of  time." 

Of  course,  we  agreed,  but  that's  a 


Moneymen 


lot  easier  to  say  than  do.  What  ex- 
actly does  Kronwall  do  to  achieve  it 
in  actual  day-to-day  practice?  Well, 
he  explained,  like  everyone  else,  he 
watches  the  tape  closely,  picks  up  as 
many  tips  as  he  can  from  institutional 
research  firms  and  even  consults  with 
market  technicians  on  a  regular  basis. 
But  he  doesn't  use  this  short-run  in- 
formation so  much  in  selecting  stocks. 
He  uses  it  primarily  to  determine  the 
timing  of  his  moves  in  and  out  of 
stocks  he  has  already  selecte:l  by 
means  of  what  he  calls  "a  macroeco- 
nomic  approach  to  the  market." 

Macroeconomic  approach?  We 
asked  Kronwall  to  explain  what  that 
means.  "It  simply  means,"  he  re- 
plied, "that  we  try  on  the  basis  of 
careful,  often  time-consuming  analy- 
sis to  zero  in  on  broad  areas  of  the 
economy  which  appear  to  have 
above-average  growth  prospects  for 
an  extended  period  of  time."  Only 
then  does  he  get  around  to  selecting 
specific  stocks. 

When  we  asked  him  to  be  more 
specific,  Kronwall  went  back  to  the 
Arab  oil  embargo  of  October  1973, 
one  of  the  scariest  times  in  recent 
memory  for  money  managers.  More 
than  a  year  earlier  his  macroeconom- 
ic analysis  had  pinpointed  the  broad 
field  of  energy  production  as  one 
having  "above-average  prospects  for 
two  years  or  more  ahead."  When  the 
embargo  was  announced,  he  was  al- 
ready loaded  up  with  oils  plus  off- 
shore drilling,  oil  well  service  and 
coal  stocks.  "We  didn't  predict  the 
embargo,  of  course,"  he  told  us,  "but 
it  was  clear  to  us  as  early  as  1972 
that  this  country  was  already  in  an 
energy  crisis." 

Even  so,  the  embargo  gave  Kron- 
wall some  bad  moments.  "We  were 
80%  in  stocks  and  knew  we  would 
probably  have  to  do  some  selling,  but 
we  didn't  know  at  first  just  what  the 
embargo  meant.  The  initial  releases 
from  the  Government  said  the  effects 
would  be  minor,  that  we  got  only  a 
small  portion  of  our  oil  from  the  Mid- 
dle East.  But  we  were  .skeptical.  It 
took  us  a  little  over  a  week  to  de- 
termine that,  directly  and  indirectly, 
we  get  about  20%  of  our  oil  from  the 
Middle  East  and  that  the  effects 
would  not  be  minor  at  all.  That  we 
faced  not  just  a  recession  in  1974, 
but   the   possibility   of   a   depression." 

QHiickly  Kronwall  did  two  things. 
He  dumped  his  oil  holding,  concen- 
trated    in     Standard     of     California, 
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Send  today  for  these  3  Special  Reports  in  United's 

57th  AnnivGrsary 

**^  ■         9/  Investment  Package  • 

Facts,  figures,  analysis,  appraisal  of  risk 
and  clear  advice  on  what  to  buy  now. 

7  Low-Priced  Stocks    30  Split  Candidates 

This  report  picks  out  7  "low-priced" 
stocks  we  believe  have  a  good  chance 
to  rack  up  sizeable  percentage  gains  in  a 
rising  market.  You  get  our  individual 
analysis,  appraisal  of  risk,  and  our 
advice  to  buy  the  stocks  of  these  good 
companies  for  their  attractive  profit 
potential  in  the  coming  months. 


We  look  for  a  further  pickup  in  stock  split 
activity  on  the  NYSE.  And,  to  help  you 
weigh  the  risks  and  profit  possibilities  in 
spotting  potential  splits — and  acting  on 
them — United  has  prepared  a  new 
Research  Report.  This  study  selects  30 
candidates  for  stock  splits  and  especially 
recommends  4  for  purchase  now. 
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United's  newest,  updated  Report  analyzing 

65  utility  stocks 

Buy?  Hold?  Sell? 

Facts,  figures,  Individual  analysis,  appraisal  of  risk,  and  specific  advice 
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'  General  Business  Forecast 


•  The  Supervised  List 

•  Buying  advices  of  other  services 

•  Bonds  and  Preferred  Stocks 


'  Stocks  to  sell  or  avoid 
'  New  product  studies 
'  Views  of  leading  authorities 
.  .  .  and  much  more 


4-issue  subscription  to  United  Reports  alone  is  $9— this  entire  package  only 

MAIL  THE  POSTAGE  PAID  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 
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T.  ROWE  PRICE 

GROWTH  STOCK 

V  ^ffflD,  IMC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Slock  Fund,  Inc. 

100  East  Pratt  Street,  Dept.  A6 

Baltimore,  Md.  21202  Phone:  (301)  547-2136 


□  lAMOIMD 

IIMTERIMATIOIMAL 

CORPORATIOIM 


95th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
international  Corporation  on  Febru- 
arj  26,  1976  declared  a  quarterly 
dividend  of  50<  per  share  on  the 
Common  Stock,  payable  May  1,  1976, 
to  shareowners  of  record  April  8, 1976. 
GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building 

Materials  &  Home  Supplies 

•  Machinery  Systems 


A  YEAR'S  INCOME  IN  0  WEEKS 

BLACKJACK  PLAYERS 

Um  my  unbMUbl*,  quIckly-luriMd  (ytMm  to 
Mrn  ovw  tSO.OO  wi  HOUR  In  (ny  culno.  Pity 
rcliKKl  No  e«rdi  or  ctivtt  lo  mcmorli*.  «nd  IT 
WORKM 

•    30-OAV  FMI  HOME  TRIAL    • 
You  muM  bo  tatltflod  100%  No  obllgUlon.  Got 

^ "^^10  •  dock  of  cards  ind  try  II.  You'll  tM  imuad. 

COf*'  FRII  DETAIL!  VI*  AIRMAIL 

MEL  GRANT.  0«pk.S94 
324  Be.  FIril  8ir«««.  Alttambra,  California  tlMl 


Money  And  Investments 


"since  they  would  be  in  the  eye  of 
the  poUtical  storm  in  the  gasoline 
shortage  that  was  coming,"  but  held 
onto  his  oflFshore  drilling,  oil  well  ser- 
vice and  coal  issues.  He  got  out  of 
SoCal  while  it  was  still  at  36;  12 
months  later  it  was  down  to  20.  In 
the  process  he  also  cut  his  equity 
holdings  down  to  50%  of  his  portfolio 
by  year's  end,  and  on  down  to  37% 
by  October  1974  while  lifting  cash 
equivalents  from  zero  to  44%.  "The 
market  through  the  first  nine  months 
of  1974  was  in  free  fall.  Nobody 
knew  when  it  would  stop.  Why  should 
we  be  in  stocks  when  we  could  get 
10%,  11%  and  better  in  good  quality 
cash  equivalents?" 

Though  the  market  finally  turned 
up  in  October  1974,  Kronwall  was 
hesitant  throughout  1975— at  first  be- 
cause he  didn't  like  the  economic  out- 
look. He  bought  some  common  stocks 
but  shifted  gears  in  the  summer:  "On 
three  successive  days  in  July  we  re- 
ceived calls  from  big  prestigious  Wall 
Street  firms  saying  that  if  there  was 
a  market  pullback  it  would  be  only 
minor.  That  told  us  two  things:  One, 
that  there  would  be  a  pullback,  and, 
two,  that  it  wouldn't  be  minor,  it 
would  be  major.  If  these  three  firms 
were  saying  what  they  were,  every- 
one was  already  committed.  The  buy- 
ers were  done  buying.  On  July  16 
the  market  headed  down,  and  headed 
down  hard,  and  fairly  rapidly  we  cut 
back  our  equity  holdings  to  just  un- 
der 50%." 

Until  the  plunge  ended  in  late  Sep- 
tember, Kronwall's  caution  paid  off. 
But  then  he  remained  cautious,  first 
because  of  the  threatened  bankruptcy 
of  New  York  City  in  October,  then  be- 
cause of  an  inexplicable  market  down- 
turn in  early  December. 

A  1320  Dow? 

"Looking  back,  what  we  experi- 
enced in  December  was  tax-loss  sell- 
ing near  year-end  plus  a  brief  but 
massive  technical  assault  on  the  mar- 
ket. Our  reaction  was  to  go  to  the 
sidelines;  we  didn't  unload  but  we 
sold  a  httle  as  a  hedge."  By  not 
buying  then,  Kronwall  missed  the  first 
50  points  or  so  (on  the  Dow  Jones 
average)  of  the  market  rally.  His 
only  consolation  is  that  he  had  plenty 
of  company.  A  majority  of  mutual 
funds  sold  stocks  on  balance  or  stood 
pat  during  1975's  final  quarter.  But 
when  the  market  shifted  into  high 
gear  in  January,  Kronwall's  small  size 
and  flexibility  saved  him. 


Now  that  he  is  fully  invest* 
again,  where  is  Kronwall  investei 
As  opposed  to  his  heavy  concenti 
tion  in  energy  production  issues 
1973,  he's  into  a  diverse  range 
stocks,  in  keeping  with  his  broad 
buUish  macroeconomic  outlook. 

"The  legislative  picture  for  tl 
energy  area  is  lousy;  so,  with  the  e 
ception  of  Dresser,  we're  almost  con 
pletely  out  of  those  fields,"  he  to] 
us.  "We  own  several  paper  comp 
nies— Westvaco,  Hammermill,  St.  R 
gis— where  the  outlook  is  attractive  f< 
an  intermediate  period  of  time.  If  tl 
economy  is  recovering,  then  consun 
er  spending  also  has  to  recover— whic 
means,  among  other  things,  textilt 
and  clothing.  Now,  I'm  not  muc 
good  at  figuring  out  ladies'  skL 
lengths,  but  we  have  bought  int 
Riegel  Textile  and  Celanese.  An 
we've  bought  Lenox;  our  thinking 
that,  as  the  economy  picks  u{ 
spending  for  higher  quality  consume 
items  like  chinaware  will  pick  up. 

"Honeywell  is  another  stock  tht 
seems  to  make  sense  now,  not  ju' 
for  the  building  play,  but  for  con 
puters— though  we  are  not  in  Bu 
roughs  and  some  of  the  other  coi 
puter  stocks  that  have  already  gon 
up.  Airco  and  Chemetron,  in  indii 
trial  gases,  look  good.  Yes,  they  ha 
very  good  years  in  1975,  but  whil 
their  earnings  may  be  a  little  so' 
in  this  year's  first  quarter,  I  expe( 
both  to  be  up  for  the  year. 

"But  the  stock  I  like  most  righ 
now  is  National  Distillers.  Wall  Stret 
follows  this  as  a  distilling  compan> 
but  it  is  really  a  chemical  company 
The  key  to  it  is  low-density  poly 
ethylene,  where  demand  is  high  am 
margins  are  good.  Its  other  divisions 
where  there  are  some  problems,  an 
relatively  unimportant  overall." 

How  high  does  Kronwall  think  thi 
market  will  go?  "Right  now,"  he  says 
"the  market  is  at  just  over  ten  time 
probable  1976  earnings.  Before  197.' 
it  hovered  around  15  times  or  morr 
We  think  it  can  go  part  of  the  w 
back,  say,  to  12  times  earnings.  Pi 
jected  1977  earnings  are  $110  on  ti 
Dow  ...  and  12  times  110  is  1320." 

But  what  if  the  market  falters?  O 
earnings  prove  disappointing?  Or  ■ 
flation  speeds  up  again?  In  that  ca 
"we"  could  get  on  the  horn  to  Ni 
York  and,  in  a  day  or  two,  "v 
could  cut  back  to  50%  or  even  1< 
in  common  stocks.  As  we  said,  thi 
are  advantages  as  well  as  disad\;< 
tages  to  being  a  one-man  band.   ■ 
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Profiles  of  Growth  1971-1975 


Net  Income 

From  Continuing  Operations 

(Millions  of  Dollars) 


$24 

$21 

$18 

$15 

$12 

$9 

$6 

$3 

$0 


$21.8 


y 

$15 

f 

$11.3^^r 

^7  0        .^^ 

f 

^^ 

Earnings  Per  Share 

From  Continuing  Operations 


$.00 


Sales 

Of  Continuing  Operations 

(Millions  of  Dollars) 


$3.66 


$500 


$400 


$300 


$200 


$100 


$410 


$0 


$35^^^^ 
$282  .^^ 

$23^^^ 

1971 


1972 


1973 


1974 


1975 


1971 


1972 


1973 


1974 


1975 


1971 


1972 


1973 


1974 


1975 


Record  Income  in  1975 

EARNINGS  from  continuing  operations  rose  38%  in 
1975  at  Midland-Ross  Corporation  ...  to  a  record 
$21 .8  million.  Earnings  from  continuing  operations 
over  the  last  five  years  have  increasecl'239% . 

PER  SHARE  EARNINGS  from  continuing  operations 
reached  $3.66,  compared  with  $2.67  in  1974. 
Compounded  annually,  per  share  earnings  show  an 
annual  growth  rate  of  37%  in  the  last  five  years. 

PRE-TAX  INCOME  from  continuing  operations  rose 
even  faster  in  1 975  ...  to  $40  million,  69%  higher 
than  $237  million  in  1974. 

NET  INCOME  increased  $.5  million  to  a  record  $21 
million  despite  a  non-recurring  charge  of  $2.8  million 
on  sale  of  the  Midland  Frame  Division.  Net  income 
per  share  was  $3.53,  compared  with  $3.50  in  1 974. 

Sales  Reach  New  High 

Sales  of  continuing  operations  of  Midland-Ross 
reached  a  record  $410  million,  up  16%  from  $353 
million  in  1974  . . .  and  nearly  double  sales  of  five 
years  earlier. 

Dividend  Increased 

The  quarterly  dividend  paid  on  common  stock  was 


increased  30%  in  December,  1975  . . .  from  25  cents 
to  32y2  cents  per  share.  Including  an  increase  the 
previous  December,  the  quarterly  dividend  was 
raised  62y2  %  in  12  months. 

Outlook  For  Midland-Ross 

"IVe  enter  1976  in  a  very  strong  financial  position 
and  with  tlie  people  and  products  we  need  to 
register  further  gains  in  the  markets  we  serve.  Our 
strategy  for  accelerated  long-term  growth  is  based 
on  concentrating  our  resources  and  product 
development  efforts  in  four  areas  where  we  have 
leadership  positions . . .  electrical  products, 
high  technology  capital  equipment,  steel 
castings  and  mechanical  controls. 

"We  believe  that  with  a  continued  upturn  in  the 
country's  economy,  our  sales  and  earnings  for 
1976  will  once  again  reach  record  levels."  — 
Harry  J.  Bolwell,  president 

1975  Annual  Report  Available 

Our  1 975  Annual  Report  will  give  you  a  closer  look 
at  our  performance  and  growth  strategy.  For  a  copy, 
please  write  to  the  Corporate  Communications 
Department,  Midland-Ross  Corporation,  55  Public 
Square,  Cleveland,  Ohio  441 13. 


ENERGY 


^     one  of  the  basic  world  needs 
s    for  which  the  demand  continues 

to  grow* 

I, 

m        And  because  we  own  and  operate 

an  8,300'mile'long  pipeline  system, 
one  of  the  nation^s  largest  LP'gas  companies, 
plus  a  successful  exploration  company, 

energy  is  one 

of  the  basic  reasons 

behind  our  12  consecutive  years 

of  record  growth  and  earnings. 

Like  more  details  on  this  $1.5  billion  company? 

Write: 

Corporate  Communications 

The  Williams  Companies 

320  South  Boston 
Tulsa,  Oklahoma  74103 


THE  FERTILIZER.  ENERGY AHD  METALS  COMPANY 

Agrico  Chemical  Company  mWilliams  Energy  Company  mWilliams  Exploration  Company    a 

■  Williams  Pipe  Line  Company  mEdgcomb  Steel  Company  m  Steel  Sales  Corporation       Vl/tiiiJi/UfS 


Readers  Say 


(Continued  from  page  14) 

what  can  happen  is  what  happened." 

—Frederic  S.  Coffman  Jr. 

Vice  President, 

Baker,  Weeks  &  Co.,  Inc. 

New  York,  N.Y. 

Look  At  The  Record 

Sir:  Have  you  considered  that  the 
reason  "Rocky"  only  has  310  days  left 
{Fact  ir  Comment,  Mar.  15)  was  his 
record  of  public  service?  Politicians 
across  the  country  have  digested  the 
past  lessons  of  Vice  President  Rocke- 
feller's administration  when  he  was 
Governor  of  New  York  and  have  act- 
ed wisely. 

-W.F.  Evans 
Orangeburg,  S.C. 

Sir:  It  is  fashionable  today  to  crit- 
icize Rockefeller's  record  as  Governor, 
especially  his  propensity  to  build.  In 
the  worst  economic  slump  since  the 
j    1930s,  it  is  not  surprising  that  many 
i  of  these  projects   are  ailing,  just  as 
[I  "white  elephants"   such   as   the   Em- 
pire State  Building  and  even  Rocke- 
feller Center  were  in  the  1930s.  But 
most  of  these  projects  will  eventually 
:  recover  and  will  greatly  benefit  New 
'.  York  State.   Rockefeller  was   a   doer 
who  never  hesitated  to  tap  the  tal- 
ents of  experts.  Looking  at  our  disas- 
trous drift  in  energy,  I  often  wish  we 
had  Rocky  in  the  top  spot  rather  than 
his  current,  lowly  No.  Two  position 
as  Vice  President. 

—Horace  Hansen 
Dallas,  Tex. 

Allies  Or  Mercenaries? 

Sir:  Re  "The  Bicentennial  Hessians" 
{Fact  ir  Comment,  Mar.  1)  which 
L  comments  on  the  Cuban  "mercenar- 
►  ies"  in  Angola.  You  conveniently  ne- 
glected to  recall  that  the  U.S.  Gov- 
ernment paid  thousands  of  Ko- 
rean and  Philippine  soldiers  to  fight 
in  South  Vietnam  just  a  few  years 
ago.  Our  foreign  policy  values  of 
1776  are  not  very  similar  to  those 
of  1976. 

—Ross  H.  Marquardt 
Madison,  Wis. 

Reason  Why 

Sir:  In  Fact  &  Comment  (Feb. 
15),  you  ask,  "F.D.A.  To  Tell  Liquor 
Industry  To  List  Ingredients  on  La- 
bels—Why?" Answer:  For  food-aller- 
gic patients'  and  allergists'  valuable 
diagnostic  and  therapeutic  (avoid- 
ance) information. 

—Allison  B.  Felarca,  M.D. 

American  Academy  of  Allergy 

Glen  Ridge,  N.J. 


Three  from  Forbes 

A  most  unusual  opportunity  for  collectors  and  enthusiasts  to  obtain 
one  or  more  of  these  limited  edition  catalogues  of  exquisite  and  very 
distinctive  selections  from  the  Forbes  Magazine  Collection. 

The  Royal  Academy  Revisited 

A  fully  illustrated  catalogue  of  the 
collection  of  Victorian  paintings  de- 
scribed by  Connoisseur  Magazine  as  being 
"...  the  finest  outside  the  British  Isles." 
Its  182  pages  include  24  color  plates. 
Catalogue  by  Christopher  Forbes,  with 
introduction  by  Allen  Staley.  $9.50 

Also  available  in  deluxe  hard  cover  edition 
______^^^^^      at  $15.00. 

Faberge' 

Here  are  1 1 6  pages  devoted  to  one  of  the 
largest  collections  of  Faberge  treasures 
outside  the  Soviet  Union.  Fully  illustrated, 
including  32  color  plates.  Catalogue  by 
Hermione  Waterfield,  with  foreword  by 
Malcolm  S.  Forbes  and  essay  by  Everett 
Fahy.  $7.50 

War  A  La  Mode 

The  four  great  French  military  painters  of  the  Belle  Epoque,  J.L.E. 
Meissonier,  J.B.E.  Detaille,  A.M.  de  Neuville,  and  E.P.  Berne-Bellecour, 
devoted  their  careers  to  capturing  the  drama  of  nineteenth-century 

on  canvas.  Presented  here  are  43  of  their 
most  brilliant  efforts  in  this  fully  illus- 
trated catalogue  which  is  a  must  for 
military  enthusiasts.  The  32-page  cata- 
logue is  by  Christopher  Forbes  and 
Margaret  Kelly,  with  foreword  by 
Malcolm  S.  Forbes,  introduction  by 
Frank  Trapp  and  glossary  of  continental 
military  terms  by  Jeffrey  Kleinbardt. 

$3.50 


Set  of  all  three  catalogues 

For  a  limited  time,  available  at  a  special  combination  price  of  only  $18.00 


The  Forbes  Magazine  Collection 

60  Fifth  Avenue 

New  York,  N.Y.  10011 

Please  ship  postpaid  the  following  catalogue(s)  for  v/hich  payment  in 
full  (check  or  money  order)  is  enclosed: 

Royal  Academy  @  $9.50  each  

Deluxe  Royal  Academy  @  $15.00  each 

Faberge  @  $7.50  each  

War  A  La  Mode  @  $3.50  each  

Set(s)of  all  threes  $18.00  per  set         

Total  Amount  Enclosed 

(N.Y.  residents  add  appropriate  tax) 

Name 


Address. 
City 


State. 


Zip 
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The  ^whole 
is  greater 
than  its 
parts 


•  Most  major  magazines  are  available  to  advertisers  in  bits  and 
pieces.  Not  FORBES  (nor  The  New  Yorker). 
Some  offer  an  array  of  regional  editions  based  on  everything 
from  metropolitan  areas  to  state  groupings  and/or  demographic 
editions  isolating  subscribers  (or  their  household  heads)  by 
everything  from  income  to  professions. 

For  instance,  Business  Week  has  eight  editions  that  are 
distributed  to  just  a  part  of  their  total  circulation.  Fortune  has 
13  such  editions,  U.S.  News  has  21 ,  Newsweek  58  and  Time  has  82. 
FORBES  can't  be  purchased  in  parts.  We  edit  FORBES  for  top 
executives  in  major  corporations.  Their  business  functions  are 
seldom  regional  in  natgre.  Most  have  national  and  international 
corporate  responsibilities  no  matter  where  their  companies  are 
located.  FORBES  provides  a  forum  for  dialogue  and 
communication  with  American  big  business  as  a  whole. 
Serving  the  needs  of  top  management  in  America's  largest 
corporations  is  FORBES'  primary  responsibility.  To  a  large 
degree,  the  information  which  affects  executives  of  this  caliber 
in  one  corporation,  affects  them  all.  All  of  our  subscribers  receive 
all  of  FORBES'  editorial  pages.  And  no  FORBES  advertiser  is 
forced  to  fight  pages  of  regional,  demographic  or  metropolitan 
cut-rate  advertisements  for  the  full  attention  they  have  purchased 
for  their  national  advertising  investments. 
Just  1 ,500  companies  in  America  account  for  90%  of  all 
corporate  taxes  paid.  FORBES  targets  its  editorial  coverage  on 
this  powerful  market.  The  executives  and  investors  who  rely  on 
FORBES  to  focus  consistently  on  the  bottom  line  are  a  collective 
entity  not  productively  divided.  Their  incomes  may  vary,  as  may 
their  job  titles  and  localities— but  not  their  concern  with  profitability. 
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Many  publications  attract  a  market  of  selective  numbers  which 
can  be  purchased  in  quantities  from  several  sources  with  varying 
efficiencies.  But  FORBES  is  the  magazine  read  regularly  by  more 
corporate  officers  in  America's  largest  and  most  important 
corporations.  As  such,  it  is  already  as  select  and  efficient  a 
regional  or  demographic  edition  as  can  be  bought  to  reach  the 
most  powerful  and  influential  executives  in  the  country  effectively. 
Along  with  The  New  Yorker,  FORBES  serves  a  quality  of 
subscribers  not  meaningfully  identified  by  locality  or  job  title. 
Rather  it  is  a  market  of  those  individuals  of  influence  and 
accomplishment  who  largely  share  the  primary  responsibility 
for  the  conduct,  progress  and  goals  of  American  business. 
Its  unique  value  is  found  in  the  total  of  its  parts. 

FORBES:  CAPITALIST  TOOL 
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Index  of  Advertisers— April  1, 1976 

D  Indicated  below  are  those  advertisers  who  will  make  information  available  to 
Forbes  readers  as  stated  in  their  advertisements.  Those  advertisers  designated 
with  an  asterisk  -;:=  will  provide  information  only  to  those  requests  which  include 
company  name  and  job  title. 


ACCRUED  EQUITIES,   INC 62 

Agency:  Byrde,  Richard  &  Pound,  Inc. 
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Agency:   N.W.  Ayer  ABH  International 

D  AMFAC.    INC 70 

Agency:   Hill  and  Knowlton,  Inc. 

ASARCO    INCORPORATED    47 

Agency:  The  C.T.  Clyne  Co.,  Inc. 

■::■  ATLANTA  CHAMBER   OF  COMMERCE       3 

Agency:  Tucker  Wayne  &  Company 

BABSON'S  REPORTS 

INCORPORATED 77 

Agency:   Kenneth  T.  Vincent  Co. 

BILTMORE    HOTEL    33 

Agency:   IMS  Media  Inc. 

THE  BUDD  COMPANY    12-13 

Agency:  The  Aitkin-Kynett  Co.,  Inc. 

;;:  BUDGET  RENT  A  CAR 

CORPORATION    OF   AMERICA    9 
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There  are  times  when  God  asks 
nothing  of  his  children  except 
silence,  patience  and  tears. 
C.S.  Robinson 


The  whole  theory  of  the  universe 
is  directed  unerringly  to 
one  single  individual— 
namely  to  you. 
Walt  Whitman 


Success  is  the  privilege  of  doing 
what  you  want  to  do,  when  you 
want  to,  and  as  you  want  to. 
William  Feather 


He  that  wrestles  with  us 
strengthens  our  nerves  and 
sharpens  our  skill. 
Our  antagonist  is  our  helper. 
Edmund  Burke 


Plenty  of  people  want  to  be 
but  no  one  wants  to  be  humble. 
La  Rochefoucaxjld 


Among  the  most  precious  rights 
pious,      of    man   is    the    right    to   be    wrong. 
Frank  Tyger 


Try  first  thyself,  and  after 
call  in  God;  for  to  the  worker 
God  himself  lends  aid. 
Euripides 


Suffering  is  permanent, 
obscure  and  dark,  and 
shares  the  nature  of  infinity. 
William  Wordsworth 


Truth  before  all  things; 
in  your  daily  life,  integrity 
before  all  things;  in  all  your 
thoughts,  your  faintest  breath, 
the  austerest  purity,  the  utmost 
fulfilling  of  the  interior  law; 
faith  in  friends,  and  an 
iron  and  flinty  pursuit  of  right, 
which  nothing  can  tease 
or  purchase  out  of  us. 
William  Ellery  Channing 


The  most  important  thought 
I  ever  had  was  that  of  my 
individual  responsibility  to  God. 
Daniel  Webster 


Yet  science  through  knowledge, 
must  lead  us  closer  and  closer  to 
truth,  and  in  the  end  truth  is 
the  root  of  man's  most 
passionate  needs. 
O.A.  Battista 


Science  without  religion 
is  larhe,  and  religion  without 
science  is  blind. 
Albert  Einstein 


Pity  the  human  being  who  is  not 
able  to  connect  faith  within 
himself  with  the  infinite. 
He  who  has  no  faith  has  ego- 
ego  swollen  to  the  nth  degree. 
And  that  never  has  a  happy  ending. 
He  who  has  faith  has  also 
humility.  He  has  an  inward 
reservoir  of  courage,  hope, 
confidence,  calmness,  an  assuring 
trust  that  all  will  come  out  well 
—even  though  to  the  world  it 
may  appear  to  come  out  most  badly. 
B.C.  Forbes 


It's  only  with  the  heart 
we  can  see.  What  is  essential 
is  invisible  to  the  eye. 
Antoine  de  Saint-Exupery 


What  are  we  without  the  help 
of  that  which  does  not  exist? 
Georg  Hegel 


There  is  a  streak  of  stubbornness 
in  a  man's  makeup  that  is  often 
mistaken  for  religious  conviction. 
Ronald  Bridges 


What  you   are  is   a   matter  between 
you  and  your  God.  What  counts 
in  this  world,  as  we  have  it, 
is  what  people  think  you  are. 
Peter  Finley  Dunne 


Egoism  is  the  very  essence 
of  a  noble  soul. 
Friedrich  Nietzsche 


The  beginnings  of  all  things 
are  weak  and  tender.  We  must 
therefore  be  clear-sighted 
in  beginnings,  for,  as  in  their 
budding  we  discern  not  the  danger, 
so  in  their  full  growth 
we  perceive  not  the  remedy. 
Michel  de  Montaigne 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— f/ie  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Samuel  C.  Lunt,  Fort  Leaven- 
worth, Kansas.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


.  .  .  and  this  they  begin  to  do:  and 
now  nothing  will  he  restrained  from 
them,  which  they  have  imagined  to  do. 
Genesis  11:6 


102 


FORBES,   APRIL    1,    1976 


p 


APRIL  15, 197    /  ONE  DOLLAR 


Company  Index 


AMP    98 

ASA    Ltd    ri2 

Allied     Stores     108 

Aluminum   Corp  of  America  110 

American    Airlines    21 

ABC  48 

American     Export     127 

American    Home   Products  116 

American    Int'l    Group    36 

AT&T    88 

Anglo    American    Gold    112 

Avon     Products 108 

Baker    Inds   66 

Bangor     Punta     127 

Boeing      24 

Braniff   Int'l  21 

Brittania   Sportswear    98 

Budd  Co  24 

Burndy    98 

CNA  Financial  36 

Caterpillar   Tractor   112 

Celanese    1 12 

Central  Telephone  &  Utilities  88 

Certain-teed    Products   112 

Continental  Oil  108,  110 

Crown    Zellerbach    112 

Delta    Air    Lines    21 

Thomas  E.   Dewey  Jr.  &  Co  127 

Dome    Mines   112 

Eastern  Air  Lines  21 

Eckerd    Corp   100 

Exxon    66,    70,    108,     110 

FMC    21 

First   Boston   127 

First  Mississippi  Corp  96 

Ford   Motor  108 

Franco-Beige     24 

Freeport   Minerals   108 

Gardner- Denver    1 12 

General    Electric    24,    93 

General    Motors    108 

General    Steel    24 

B.F.    Goodrich    120 

GEICO  27.  36 

Great   Southern   Corp   ..'. 108 

Great  Western   Financial  112 

Greyhound      66 

Guardian  Mutual  Fund  116 

Gulf  Oil   T 108 

Halliburton    108 

Hambro's    Banic  16 

Harris  Corp  86 

Imperial  Corp  106 

IBM  66,  108.   127 

International      Couriers       66 

International      Minerals     108 

International     Paper     112 

Investors    Diversified    Services    132 

Johnson  &  Johnson  108 

Kaiser  Aluminum  110 

Kerr-McGee  108 

Ketchikan     Pulp    21 

Kuhn    Loeb    127 

Leaseway       54 

Loews   Corp     36 

Loomis    Corp 66 

Louisiana- Pacific     21 

Lykes-Youngstown     120 

McDonald's    108 

Marathon    Oil   110 

Masonite         110 

Mid-Texas  Communications  Sys  ...  88 

Minnesota   Mining   10.   66 

Mobil   Oil   108 

Nabisco      108 

National    Gypsum    flO 

Natural    Gas    Pipeline  56 

Neuberger  &   Berman  116 

Northern    Illinois    Gas   56 

Occidental     Petroleum    70 

Oklahoma   Natural   Gas   56 

Owens-Illinois     112 

Pan  Am   World  Airways  21 

Penn   Square   Mutual    Fund  116 

Pflzer     120 

Philips  Lamp   (Holland)   8 

Pitney- Bowes    66 

Polaroid  ■... _ 112 

President   Steyn   112 

Pullman    ^ 24 

Purolator    66 

Reserve   Oil   &    Minerals         108 

Reynolds  Metals  110 

Robertshaw  Controls  108 

Rockwood   National  127 

Rohr   Corp 24 

Royal    Dutch    108 

Ryder  System   54 

St.    Paul    Cos   35 

Santa   Fe   Inds  108 

Seaboard   Coast  Line  108 

Singer    Co    87 

Standard    Oil    (Palif.)    70.    108.    110 

Texaco  70,   108 

United   Financial  106 

U.S.   Fidelity  t  Guaranty  36 

U.S.    Gypsum    110 

U.S.    Steel    112 

Vaal  Reefs    112 

Varian   Associates   120 

Walireen    100 

West    Oriefontein    112 

Western  Air  Lines  _ 21 

Westinghouse 93 

Xerox  86,  108,  112 


Forbes  contents 

April  15, 1976,  Volume  117,  Number  8 


U'E 


-Yv  i 


Features 

19     The  Monongahela  Decision 

The  courts  could  cut  off  a  quarter 
of  the  U.S.'  timber  output. 

21  Delta  Air  Lines 

It  now  seems  to  be  going  the  way  of 
the  rest  of  the  industry. 

22  Corporate  Liquidity 

So    where    did    American    business 
suddenly  find  all  that  cash? 

24     Mass  Transit 

It's    a    risky    business,    but    General 
Electric  is  still  staying  with  it. 

27     The  GEICO  Affair 

A  collapse  that  threatened  to  ruin 
one  of  America's  richest  men. 

30     Fire-&-Casualty  Companies 

They  bought  at  the  top  and  sold  at 
the  bottom— even  as  you  and  I. 

40     Annual  Meetings 

Stockholder   circus,    rite    of   spring, 
or  proof  of  common  humanity? 

47     The  Montreal  Olympics 

An  unnerving  preview  of  Mayor  Jean 
Drapeau's  billion-dollar  happening. 


LIBRARY, 

54     Ryder  System 

How  the  U.S.'  biggest  truck  leaser 
drove  to  the  brink— and  back. 

56     Northern  Illinois  Gas 

There's  more  than  one  way  to  make 
money  in  the  gas  business. 

59     Argentina 

Can   it  afford  the  political   cost  of 
making  its  economy  viable? 

66     The  Private  Postmen 

As    the   federal    system    falters,   the 
private  couriers  start  to  boom. 

69     How  OPEC  Came  To  Power 

Don't    blame    the    oil    companies. 
They  aren't  the  only  villains  around. 

86     Harris  Corp. 

It  acquired  20th-century  technology, 
but  not  quite  quickly  enough. 

88     Central  Telephone 

You  don't  have  to  be  AT&T  to  win 
out  in  the  telephone  business. 

93     Nuclear  Exports 

A  noisy  minority  is  helping  to  cost 
the  U.S.  its  valuable  lead. 


Faces  Behind  The  Figures 


96     Mike  Mansfield 

(U.S.  Senator) 
96     J.  Kelley  Williams 

(First  Mississippi  Corp.) 
98     Richard  C.  Farley 

(Burndy  Corp.) 


98     Walter  Schoenfeld 

(Brittania  Sportswear) 

100     Dick  Francis 

(Author) 
100     Jack  Eckerd 

(General  Services  Admin. 


Money  And  Investments 

105     The  Economy 

—The  Forbes  Index 
112     The  Street  Walker 

TRree  investment  perspectives. 
116     The  Funds 

Two  ways  to  skin  a  cat. 
118     Statistical  Spotlight 

The  Big  Board's  $5  stocks. 
127     The  Money  Men 

How  Tom  Dewey  Jr.  holds  hands. 


The  Columnists 

106     Ben  Weberman 

108     Lucien  Hooper 

110     Myron  Sim  ins 

120     Sidney  Lurie 

125     Stanley  W.  Angrist 


Regular  Departments 


4     Side  Lines 
6     Readers  Say 


8     Trends  &  Tangents 
15     Fact  &  Comment 


17     Other  Comments 
134     Thoughts 


PHOTO  AND  ARTnCREDITS:  Ed  Wegeles,  p.  4;  George  Cardoza,  p.  24  top;  Gold  Coast  Pictorial,  p.  27 
background;  Miami  Herald,  p.  27  foreground;  Wide  World,  pp.  47  top,  74  top,  76  bottom,  81  right; 
Montreal  Star/Canada  Wide,  pp.  47  middle,  48  middle  and  bottom;  UPI,  pp.  48  top,  59  bottom,  74 
bottom  left,  81  left;  Marvin  Koner,  p.  54  right;  Ray  Fisher,  p.  54  bottom;  Culver,  p.  66;  Jim  Mahan,  pp. 
70  top,  82;  Liason,  p.  70  bottom;  Marc  Riboud/Magnum,  p.  72 
top;  Magnum,  p.  72  bottom;  Pictorial  Parade,  p.  74  bottom 
right;  Jim  Pickerell,  p.  85;  NY  Times/Teresa  Zabula,  p.  96  top; 
Judy  Gurovitz,  p.  98  top;  Jerry  Frank,  pp.  98  bottom,  116; 
©  Sport  and  General,  p.  100  top;  George  Tame^  p.  100  bot- 
tom; Hugh  Patrick  Brown,  pp.  127,  130.  Charts  by  Pete  Di- 
George,  pp.  30,  35,  105.  Drawing  by  Huntley  Brown/Macleans, 
p.  47.  Map  by  Paste-Ups  Unlimited,  p.  88. 


COVER:  Drawing  by  Henry  Martin. 


FORBES  IS  published  twice  monthly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscription  $15  one  year  U.S.A.  Copyright  ©  1976  Forbes  inc. 


FORBES,   APRIL   15,    1976 


V 


Out  vdiere  the  telephones  grow. 


'.•v%». 


^'^■^^'■-  ;*^' 


TTti 

ar 

^ 

A 

41^ 

'  ^.r^^ 

^C 

1' 

% 

-JT- 

'Ti 

.'^^f-  V 


;.S^> 


< 

1 

\ 

% 

L 

^ 

L      -    ■  -^ 

si 

Ik 

^ 

'^E, 

, 

«  ^C^H 

4^9^ 

f 

"^aPk     ' 

''"JgWfcr' 

■  vjBk. 

'    : 

' 
J  V 

^,    ^ 

-- 

"28 

*-■  - 

•    ■?? 

I-"" 

• 

^^^  '^^1 

'  ^ 

f      . 

/ 

Cr»-   >    /i^r 


United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station.  Kansas  City.  Missouri  64112 

United  Telecom  companies:  United  Telephone  System,  United  Computmg  Systems,  North  Electric  Company 

New  York  Stock  Exchange  symbol:  UT  Newspaper  listing:  UniTel 


It's  the  land  oi  milk  and 
honey.  Rural  and  suburban 
America. 

It's  typical  of  United 
territory,  embracing  nearly 
3,000  communities  in  21  states 
ser\^ed  by  the  United  Telephone 
system,  3rd  largest  in  the  nation. 

It's  where  America  is  growing. 
And  where  telephones  are 
multiplying. 

In  truth,  it's  a  land 
of  opportunity. 

And  it  might  be  well,  in  this 
special  year  for  our  nation,  to 
remember  what  opportunity  is 
made  of. 

As  simple  a  thing  as  initiative. 
And  an  enterprise  system  that 
encourages  and  rewards  it  instead 
of  impeding  and  penalizing  it. 

It's  a  system  some  wise  and 
courageous  men  and  women 
fought  and  lived  for,  some  two 
centuries  ago. 

And  it's  no  less  deserving 
today. 

United  lelecom  ■■■ 

United  Telecommunications,  Inc     HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


A  message  to  U.S.  manufacturers 


^^Puerto  Rico  is  committed  to 

providing  the  incentives  needed 

to  attract  free  enterprise'' 


Rafael  Hernandez  Colon, 

Governor  of  the  Commonwealth  of  Puerto  Rico 


"Although  a  worldwide  economic 
slump  has  brought  us  our  share  of 
problems,  I  want  to  assure  the 
United  States  business  community 
of  one  thing— industrialization  re* 
mains  the  key  to  Puerto  Rico's 
productive  future. 

Let  me  tell  you  exacdy  what 
.  Puerto  Rican  Americans  are  doing 
;  to  back  up  that  commitment. 


Puerto  Rico  still  has  a  long  way  to 
go  as  it  faces  some  serious  chal- 
lenges to  continued  growth.  But  all  of 
our  difficulties  together  can't  begin  to 
undermine  our  confidence  in  the  re- 
generating power  of  free  enterprise. 

We  chose  interdependence 

The  seeds  of  Puerto  Rico's  economic 
growth  were  sown  22  years  ago.  TTiat's 
when  the  people  of  Puerto  Rico  de- 
cided to  ignore  the  rush  of  almost  all 
former  colonies  toward  nationalism  and 
independence.  Instead,  we  chose  the 
less  traveled  path  of  interdependence. 

An  Ad  Hoc  Congressional  Com- 
mittee recently  recommended  refining 
and  improving  the  Compact  of  Per- 
manent Union  which  Puerto  Rico  has 
had  with  the  United  States  since  1952. 

These  refinements  would  not  alter 
the  existing  framework  of  permanent 
union:  common  citizenship,  common 
defense,  common  currency  and  com- 
mon market.  But  the  refinements 
would  give  Puerto  Rico  much  more 
flexibility  to  deal  with  the  island's 
economic  problems. 

Our  financial  house  in  order 

Developments  over  the  past  two  years 
have  exposed  certain  weak  spots  in 


Hon.  Rafael  Hemdndez  Colon,  Governor  of 
die  Commonwealth  of  Puerto  Rico 

the  economy  of  Puerto  Rico. 

For  one  thing,  the  trend  to  acceler- 
ated government  exp^enditure  begun  in 
1968  had  gotten  out  of  hand. 

We  also  realized  that  the  costs  of 
production  on  the  island  threatened 
our  competitive  position.  And  we 
found  that  we  had  to  exercise  closer 
vigilance  and  tighter,  more  coordinated 
management  over  external  debt. 

We  adopted  a  wage  freeze  for  pub- 
lic employees  which  continues  today. 
We  trimmed  normal  operating  expen- 
ditures and  cancelled  a  number  of  pro- 
grams already  under  way. 

For  the  first  time  in  more  than  30 
years  Puerto  Rico  legislated  a  budget 
smaller  than  the  previous  year. 

New  incentives  for  industry 

Total  tax  exemption  for  periods  of  up 
to  30  years  will  remain  the  key  incen- 
tive. But  manufacturers  will  reap  addi- 
tional  savings  through  such  new 
programs  as  pre-employment  training 
and  wage  rebates  of  up  to  25%. 

Hard  times  have  not  diminished 


our  basic  soundness  as  a  society  and 
an  attractive  site  for  manufacturers 
seeking  increased  profits.  Our  people 
remain  determined  to  make  Puerto  Rico 
an  ever  more  productive  and  self- 
sufficient  partner  in  the  American 
economic  system. 

Seeing  is  believing 

Come  and  see  Puerto  Rico  for  yourself 
And  to  make  sure  that  your  time  is 
well  spent,  our  Economic  Development 
Administration  (Fomento)  can  see 
that  you  visit  plants  and  meet  people 
in  your  line  of  business. 

You'll  learn  for  yourself  that  the 
free  enterprise  system  is  alive  and  well 
in  Puerto  Rico." 

Send  for  free  brochure 

For  more  information  just  fill  out  the 
coupon  below  and  send  it  to  us  today. 

r----"-----------i 

Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
DepL  FB-22, 1290  Ave.  of  the  Americas 
New  York,  New  York  10019 

Please  send  me  your  free  brcx:hure,  "Fast 
Facts  About  Profits  &.  Puerto  Rico,"  with 
the  latest  information  on  the  unique  com- 
bination of  industrial  incentives  which 
have  made  Puerto  Rico  a  showcase  of  free 
enterprise. 

The  products  I   might  be   interested   in 
manufecturing  in  Puerto  Rico  are: 


Name- 


Title. 


Company- 
Address 


City_ 
State- 


-Zip_ 


©  1976,  Commonwealth  of  Pueno  Rico. 
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James  Cook 


Detective  Story: 

The  Case  Of  The  Neglected  Clues 

The  article  that  begins  on  page  67  ("Don't 
Blame  The  Oil  Companies:  BJame  The  State 
Department")  is  exceptionally  long  for  a 
Forbes  piece.  But  then,  it  had  to  be.  It  is  the 
culmination  of  a  full  year's  detective  work- 
sometimes  full  time,  sometimes  part  time— by 
one  of  Forbes'  most  talented  stafiF  members, 
Senior  Editor  James  Cook. 

Cook  has  cut  cleanly  through  the  myth  that 
the  oil  industry  was  an  accomplice  of  the  Or- 
ganization of  Petroleum  Exporting  Countries  in 
quadrupling  oil  prices.  He  shows  that  the  in- 
dustry, committed  to  the  market  principle,  tried 
to  hold  down  the  price;  but  it  was  undercut  by 
our  own  State  Department.  In  efiFect,  Cook 
writes,  the  men  of  State  decided  that  the  oil 
users  of  the  world  should  help  subsidize  the 
security    and    stability    of    pro-Western    regimes    in    the    Middle    East 

"The  thought  first  came  into  my  head  back  in  1971,"  says  Cook,  "when  I 
was  working  on  another  energy  article  and  I  read  Massachusetts  Institute 
of  Technology  Professor   Morris  A.   Adelman's  article  in   Foreign   Policy. 
Adelman  suggested— but  did  not  prove,  to  my  satisfaction  anyway— that  ourlM 
State  Department  had  engineered  OPEC's  success  in  the  Tehran  negotia-  "^ 
tions  earlier  that  year. 

"The  idea  has  haunted  me  ever  since." 

Cook  had  ample  opportunity  to  pursue  the  clues:  In  a  number  of  major 
articles  on  energy  for  Forbes;  on  two  trips  to  the  Middle  East;  in  numerous 
contacts  with  Middle  Easterners  and  oil  people  during  his  two  stints  as 
editor-in-charge  of  Forbes'  Arabic  edition. 

"Most  of  the  people  I  talked  with  dismissed  the  idea  as  preposterous  but 
there  was  enough  evidence  to  the  contrary  to  keep  me  looking  and  asking. 
Finally,  I  plowed  through  the  records  of  the  Senate's  hearings  on  oil.  There 
it  was,  the  whole  story  spread  out  but  unorganized.  I  don't  think  the 
Senate  committee  itself  ever  fully  understood  the  import  of  some  of  the 
testimony." 

One  by  one,  Cook  tracked  down  the  major  participants  on  our  side  in  the 
vital  Tehran  negotiations:  "Ex-Ambassador  Akins  answered  my  questions 
with  the  greatest  reluctance;  at  one  point  he  declared  he  was  not  interested 
in  discussing  the  past.  Ex-Under  Secretary  of  State  John  Irwin  turned  out 
to  be  a  civil  and  modest  man  who  was  often  vague  but  told  me  enough 
to  firm  up  some  essential  points. 

"Ex-Ambassdor  Douglas  MacArthur,  now  retired  and  living  in  Brussels, 
was  interviewed  by  one  of  my  colleagues.  MacArthur  couldn't  remember 
the  undehvered  letter  from  ex-President  Nixon  to  the  Shah;  nevertheless, 
the  existence  of  the  letter  was  reported  at  the  time  by  The  New  York  Titncs. 

"When  I  called  the  ndted  oil  expert,  Walter  Levy,  he  said  it  wouldn't  Ix- 
appropriate  for  him  to  comment  since  he  was  a  consultant  to  the  U.S.  Gov- 
enunent.  And  he  added,  it  seemed  to  me  rather  oddly:  'But  I  can  tell  you 
that  the  State  Department  was  not  responsible.'  " 

Was  Levy  protesting  too  much?  Were  the  participants  themselves  only 
dimly  aware  of  the  roles  they  were  playing  in  a  drama  that  was  far  bigger 
than  any  of  them?  Read  Cook's  article  and  decide  for  yourself.   ■ 
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A  micro-size 

story  from 

Rodney 

Dangerfield 


Even  when 
I  was  a  kid, 
I  got  no  respect.  My  old 

man— he  always  mixed 
me  up.  He  taught  me 
to  cross  on  the  red. 

But  my  friend,  Joe  the  Trucker,  he's  more  mixed  up  than  I  am! 

The  way  he  runs  his  business!  Last  week  he  delivers  nine  cartons  of  egg 

rolls  to  Aldo's  kalian  Cuisine.  And  files  the  invoice  under 

Pierre's  Fast  Take-Out.  It's  great  for  Aldo— his  egg-rolls  parmigiana 

are  fantastic.  But  Joe  still  can't  find  the  invoice. 

So  who  knows  when  he'll  get  paid? 


Keeps  records  from  getting  mixed  up. 

If  you  want  a  sure  way  to  keep  invoices, 
receipts,  delivery  references,  and  other 
documents  properly  filed  and  easy  to  find, 
we'd  like  to  show  you  the  way!  You'll  see  how 
you  can  retrieve,  copy,  and  refile  any  record 
in  as  little  as  28  seconds . . .  answer  proof  of 
delivery  questions  instantly. . .avoid 
time-consuming  refiling.  For  your 
no-obligation  demonstration, 
write  Microfilm  Products  Division,      P^|V| 
3M  Company,  St.  Paul,  i«  1 1  J 

MN  55101.  fcJcomPANY 
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tern 
Temporary 

said  se^\ 


During  vacation-time 
you  need  help 
to  keep  production 
on  schedule. 

Western's  business 
is  to  supply  you 
with  exactly  the  right 
temporary  personnel . . . 
tested  and  ready  to  work! 

You  can  wish  your  people  well 
on  their  time  off 
when  you  have 
Western  to  depend  on. 

Since  1948  we've  proven 

temporary  help 

is  a  money-saver. 

Call  Western  today. . . 

we're  in  the  white  pages. 

Western 

TEMPOBAEY  SEEVICES,  INC. 

WESTERN  6iRL(0FHCO 
MARKETINB  /  INDUSTRIAL  /  MEDICAL  /  SANTA 

Corporate  Headquarters: 
123  Front  Street,  San  Francisco,  Calif.  94111 

«n  tquxl  oppoitumtv  tmploycr  -  m«lc/ftmate 


Readers'Say 


Fathoming  Jimmy 

Sib:  If  you  can't  "Fathom"  the 
Jimmy  Carter  "Phenomenon"  (Fact  ir 
Comment,  Apr.  1 ) ,  perhaps  a  com- 
ment from  a  citizen  not  represented 
by  labor,  business,  Common  Cause  or 
any  special  interest  group  could  en- 
lighten you.  Carter  has  never  held  Ra- 
tional office,  hence  he's  in  touch  with 
reality.  He's  not  a  sycophant  to  la- 
bor, business  or  "chic"  liberals. 

—Ray  Unger 
Madison,  Wis. 

Sir:  The  rest  of  the  country  is 
ready  for  truisms,  "nigh-trite"  or  not. 

-C.B.  Pete  Paine 
Wichita,  Kan. 

Sir:  Carter's  advocacy  of  govern- 
mental reorganization— making  govern- 
ment more  trustworthy,  efficient  and 
responsive— has  generated  substantial 
support  from  the  voters. 

—Richard  Clemens 
Wilmette,  111. 

Sir:  His  determination  to  use  the 
"big  stick"  of  the  Presidency  in  getting 
needed  reforms  through  Congress 
would  be  no  mirage  but  the  oasis 
most  of  us  are  seeking. 

—Franklin  M.  Ridenour 
Roanoke,  Va. 

Sir:  Carter  portrays  himself  as  a 
person  who  can  tame  the  federal  bu- 
reaucracy. Yet  when  he  was  Governor 
of  Georgia  the  number  of  bureaucrats 
increased  20%  and  the  budget  60%. 
This  in  only  four  years.  If  that's  what 
he  means  by  fiscal  responsibility, 
we'll  have  over  a  $600-billion  budget 
by  the  end  of  his  first  term  and  God 
knows  what  kind  of  deficit.  If  we're 
to  have  a  big  spender  as  President, 
I'd  rather  have  a  man  such  as  Hu- 
bert Humphrey  who  doesn't  try  to 
disguise  his  intentions.  Given  his  rec- 
ord as  Governor,  how  can  people  take 
Carter  at  face  value? 

—Paul  Kane 
Los  Angeles,  Cal. 

Sir:  He  is  a  real  statesman  and 
radiates  his  Christian  beliefs. 

—Stanley  R.  Fretz 
Lansdale,  Pa. 

Sir:    At  least  Jimmy  has   not   tried 

to   fly   a    balloon    across    the    Atlantic. 

—Richard  B.  Weeks 

St.  Simons  Island,  Ga. 

Don't  Overlook  Microwaves 

Sir:  You  underestimated  a  major 
de\elopment    in    your    report    on    the 


food  revolution  {Mar.  15):  micro- 
wave ovens.  Last  year  consumers  spent 
more  money  for  microwave  ovens  than 
gas  ranges.  Home  microwave  oven 
sales  were  $400  million  and  I  mil- 
lion units.  In  1976,  we  estimate  that 
sales  will  be  $520  milbon  and  1.3 
million  units. 

—William  W.  George 

President, 

Litton  Microwave  Cooking 

Minneapolis,  Minn. 

Sir:  We  beHeve  the  consumer  still 
rates  frozen  foods  highly.  We  know 
that  ease  of  preparation  is  only  one 
of  the  reasons  frozens  are  so  popular. 
Consumers  also  appreciate  their  vari- 
ety, good  taste,  year-round  availabili- 
ty and  value.  A  recent  USDA  surve\ 
reveals  that  seven  of  the  most  popular 
vegetables  are  less  expensive  frozen 
than  fresh. 

—Thomas  L.  Harris 

Director, 

Frozen  Food  Facts 

Chicago,  111. 

Reason  Why? 

Sir:  Re  your  editorial  "What  Do 
You  Suppose  Has  Come  Over  Tru- 
deau"  {Mar.  15)  and  his  apparent 
anti-Americanism.  What  other  action 
would  you  expect  from  Trudeau,  who 
was  denied  an  entry  visa  to  the  U.S. 
because  of  his  virulent  pro-.Mao  ac- 
tivities during  and  immediately  after 
the  Korean  War? 

-Douglas  B.  McLean 
Kettering,  Ohio 

Actually,  because  of  a  1952  visit  to 
a  Moscow  economics  conference,  Tru- 
deau toas  put  on  a  list  of  those  banned 
from  the  U.S.  The  restriction  was  soon 
lifted  upon  Trudeau's  request— \IS¥. 

Energy  Not  Saved 

Sir:  If  electric  rates  are  less  at 
night  than  in  the  day  and  a  Vermont 
housewife  runs  the  dishwasher,  wash- 
er and  dryer  at  night  instead  of  day- 
time, her  electric  bill  will  be  lower  as 
you  note  {Fact  ir  Comment,  Mar.  15). 
But  the  amount  of  energy  consunu'd 
will  be  the  same.  Shifting  loads  to 
off-peak  periods  reduces  a  utility's  re- 
quirement for  generating  ecjuipment 
but  does  not  reduce  total  generation 
and  energy  consumed.  Lower  rates 
for  higher  volumes  are  based  on  cost 
of  service.  If  you  advocate  that  pricing 
should  be  unrelated  to  cost  of  ser\  ice 
of  electricity,  then  this  should  be 
transformed  to  all  phases  of  our  econ- 
omy. Magazine  subscriptions  ha\ing 
the  same  unit  price  as  the  newsstand 
price  might  be  a  good  place  to  start. 

— N.E.  Pennels 
Rancho  Palos  \'erdes,  C]al. 
{dmtintied  on  pof^e  132) 


FORBES.   APRIL    15.    1976 


Where  are  you, 

Frank  R  Hall? 


Wherever  you  need 
your  insurance  broker. 

Business  insurance  requires 
fast,  professional,  local  attention. 
We've  staffed  and  located  our 
offices  to  make  sure  you  can  count 
on  this  expert  insurance  service 
right  on  the  spot. 

We've  grown  by  providing 
better  local  expertise  and  service 
than  anybody  else.  And  combin- 
ing it  with  an  originality  of 
approach  to  protect  a  company's 
human,  physical  and  financial 
resources. 

There  is  something  else 
Frank  B.  Hall  gives  you.  Because 
we  are  one  of  the  world's  leading 
risk  management  organizations, 
we  can  draw  upon  all  the  resources 
of  our  international  offices  to  see 
that  you  get  the  best  coverage  at 
the  most  reasonable  cost. 

Whether  your  business  is 
local,  national  or  multinational, 
we  become  a  member  of  your 
financial  team.  Fast. 

We've  been  helping  business 


solve  insurance  problems  for  more 
than  a  century.  On  a  very  local  basis. 

Offices  in  60  major  cities  here 
and  abroad. 

For  further  information  caU  or 
write  Richard  A.  Archer,  Qiairman, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Road, 
Briarcliff  Manor,  N.Y.  10510 
(914)  769-9200. 


When  you  need  a  better  solution. 


In  spring  a  young  bug's  fancy  lightly 
turns  to  thoughts  of  delicious  tender  new 
leaves.  Unchecked  these  hungry  critters 
will  gulp  down  the  fresh  springtime 
growth  with  grinning  gusto  and  then  lay 
thousands  of  eggs  for  future 
generations.  Scientific  spraying  is  the 
only  effective  way  to  halt  the  infestation. 

Now  before  the  leaves  leave  and  your 
trees  become  weakened  and 
unattractive  spray  safe  with  Bartlett. 
When  you  call  Bartlett  you  call  on 
seventy  years  of  scientific  research  by 
the  Bartlett  Research  Laboratories  and 
the  proven  efficiency  of  technicians 
trained  in  applying  this  knowledge  to 
local  conditions. 

If  you  are  concerned  at)out  the  leaf  life 
of  your  trees  consult  your  local  Bartlett 
representative  today.  You'll  find  him 
listed  in  the  yellow  pages. 


SCIENTIFIC  •••"•••     TREE  CARE 

BARRETT 

TREE  EXPERTS 


Trends  &Tangents 


Foreign 


The  Reindeer  Network 

It's  hardly  in  the  adventurous  Vi- 
king spirit,  but  the  Norwegian  gov- 
ernment is  modifying  that  coimtry's 
television  network  so  that  people  in 
remote  areas  of  the  country  can  re- 
ceive warnings  and  emergency  calis 
via  their  television  sets.  A  "text  insert- 
er" system,  developed  by  Phihps 
Lamp  of  Holland,  will  be  installed  in 
all  major  transmitting  stations  in  the 
country.  Using  it,  an  operator  sta- 
tioned at  the  network  control  center 
in  Oslo  will  be  able,  by  pressing  two 
buttons,  to  insert  texts  of  news,  emer- 
gency messages  and  warnings  selec- 
tively for  individual  regions  served  by 
any  station  in  the  network. 

All  Men  Are  Brothers 

The  Uranium  Institute— the  organi- 
zation of  16  uranium  producers— de- 
cided recently  to  open  its  member- 
ship to  consumers  of  uranium  as  well. 
The  London-based  institute,  to  which 
the  U.S.  uranium  producers  do  not 
belong  for  fear  of  antitrust  proceed- 
ings, is  trying  to  get  some  electric 
utility  members,  and  leading  German 
electricity  companies  are  preparing  to 
join.  The  institute's  avowed  purpose 
since  its  formal  founding  in  June 
197.5  has  been  to  collect  and  publish 
estimates  of  future  supply  and  de- 
mand for  the  principal  raw  material 
of  nuclear  power.  But  as  a  strictly 
producers'  club,  the  institute  resem- 
bled an  OPEC-like  cartel  too  much 
for  its  figures  on  future  markets  to 
l)e  credible.  Hence  the  need  for  an 
open  admissions  policy. 

Hand  Of  Fate? 

If  the  world's  coffee  producers  fail 
in  their  scheme  to  create  their  own 
OPEC,  it  won't  be  because  of  lack  of 
assistance  from  natural  forces.  First, 
frost  in  Brazil  last  July  added  some 
35  cents  a  pound  to  world  prices. 
Now  dealers  are  awaiting  the  effect 
of  a  severe  fall  rainstorm  in  Colombia, 
the  world's  .second-largest  producer. 
Then  there  was  the  earthquake  in 
Guatemala:  Its  coffee  crop  survived  in 
good  condition,  but  its  roads  did  not. 
The  Angolan  civil  war  also  hurt, 
though  exactly  how  much  is  still  un- 
certain because  few  traders  have  yet 
ventured  into  its  strife-torn  northern 
region,  which  grows  the  world's  fifth- 
largest  coffee  crop.  U.S.  coffee  roast- 
ers are  whispering  that  the  combined 
effect  of  all  this  may  lift  coffee  pric(^s 
to  $2  a  pound,  nearly  triple  llic  price 
of  a  year  ago. 


Oil  In  The  Family 

Egypt  may  be  on  the  brink  of  be- 
coming one  of  the  world's  important 
oil  producers.  The  key  is  the  ex- 
ploratory drilling  work  being  done  by 
24  foreign  companies,  including  13 
American  ones,  stimulated  by  incen- 
tives from  the  Egyptian  government. 
Egypt  now  produces  around  200,000 
barrels  of  oil  a  day,  vs.  7  million  or 
so  for  Saudi  Arabia,  1.8  million  for 
neighboring  Libya.  But  the  prospects 
for  Egypt's  Western  Desert,  the  Nile 
Delta  and  the  Red  Sea  are  so  en- 
couraging that  by  1980,  including  the 
Sinai  fields  newly  reacquired  from 
Israel,  Egypt  could  be  producing  as 
much  as  1  million  barrels  of  oil  a 
day,  worth  $4  billion  a  year  at  to- 
day's prices. 

Crime  Pays 

Sweden  has  devised  a  fine  payment 
system  for  most  misdemeanors  that 
has  managed  both  to  increase  govern- 
ment fine  revenues  and  reduce  jail 
populations.  Judges  simply  examine 
the  offender  as  well  as  the  offense. 
Once  guilt  is  determined,  the  offend- 
er's daily  salary  is  computed  and  his 
fine  scaled  much  like  a  graduated  in- 
dividual income  tax.  This  means  that 
a  wealthy  party  can  be  charged  a 
fine  up  to  250  times  higher  than  the 
fine   charged   to   an   indigent   for   the 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 
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New  short  cut  for  buOding 
your  manageiiieiit  skills 

Announcing 

Management  Program  Books 

4  current  and  essential  business  books  that  can  help  you  right  now— 
condensed  into  one  fast-reading  volume. 

And  Volume  1  is  yours  to  evaluate  personally  on  a 

TEN-DAY  FREE  EXAMINATION! 


Successful  executives  agree:  unless  you 
keep  improving  your  management  skills, 
count  yourself  out  of  the  running.  Essen- 
tial No.  1  for  ''making  it"  in  today's  rug- 
ged business  climate  is  keeping  up.  Keep- 
ing up  with  constant  change— new  meth- 
ods, new  ways  to  handle  people,  new 
ways  to  size  up  opportunity,  new  ways  to 
measure  your  own  growth  and  potential. 
How?  Through  the  important  business 
books  that  tell  you  what  you  need  to 
know  to  keep  completely  up-to-date. 

The  big  problem:  enough  reading  time. 

The  answer:  Management  Program 
Books.  The  best  of  the  current  books  on 
business  in  a  lean,  siripped-to-essentials 
version  that  saves  hours  of  precious  reading 
time.  Now  you  can  read  four  books  in  the 
time  you  used  to  need  for  reading  one. 

If  you  can  read  only  four  to  six  Manage- 
ment Program  Books  a  year  (that's  all 
there  will  be),  you'll  be  reading  the  equiv- 
alent of  sixteen  to  twenty-four  books  a 
year!  And  you'll  remember  your  reading 
better,  be  able  to  use'xl  more  effectively! 

Let's  take  a  quick  check  at  the  kind  of 
help  Management  Program  Books  of- 
fer you.  What  will  you  find  in  Volume  I? 

PRACTICAL  GUIDE  TO  MANAGING 
PEOPLE,  by  Eugene  Richman  and  Ar- 
vinder  Brara.  Shows  how  you  can  manage 
"problem"  people,  crisis  situations,  how 
to  initiate  change,  how  to  handle  higher- 
ups.  Sound  helpful?  The  original  pub- 
lisher's edition  was  $8.95 

BUDGETING  FUNDAMENTALS 
FOR  NON-FINANCIAL  EXECU- 
TIVES, by  Allen  Sweeny  and  John  N. 
Wisner,  Jr.  Everything  you  need  to  know 
to  understand  budgets— including  how  to 
prepare,  present  and  defend  them.  The 
original  publisher's  edition  was  $1 2.95. 

TRANSACTIONAL  ANALYSIS  ON 
THE  JOB,  by  Charles  Albano.  The  new 
concepts  of  transactional  analysis  that  you 
can  use  to  understand  other  people  bet- 
ter, use  them  better.  The  original  pub- 
lisher's edition  was  $9.95. 


WRITING  FOR  RESULTS,  by  David  W 
Ewing.  How  to  make  your  points  more 
clearly  and  effectively  in  memos,  letters, 
reports,  analyses.  Essential  communica- 
tions training.  The  original  publisher's 
complete  edition  was  $1 2.95. 


Future  volumes  will  cover  the  latest  on 
financial  planning,  forecasting,  market- 
ing, interpersonal  relationships,  coping 
with  stress,  your  personal  fitness,  person- 
al finances. 

Useful?  Judge  for  yourself.  We'll  make  it 
easy.  We  will  send  your  first  volume,  and 
any  future  volumes  (if  you  join  the  pro- 
gram) completely  on  approval.  Look  over 
the  book  at  our  expense  for  ten  days  free 
examination  before  you  decide  to  keep  it! 

How  to  subscribe:  Fill  in  the  coupon  for 
the  first  volume  of  Management  Pro- 
gram Books.  We  will  send  it  to  you  on 
approval  for  10  day  free  examination  and 
enter  your  subscription  to  the  Manage- 
ment Program  BiooK  series.  If  you  de- 
cide to  keep  this  first  volume,  pay  only 
$6.95  plus  shipping  and  handling.  You 
will  then  receive  future  volumes,  one  at  a 
time,  at  no  more  than  two  to  three  month 
intervals  for  as  long  as  the  program  con- 
tinues. As  a  subscriber  you  will  be  noti- 
fied at  least  a  month  in  advance  of  all 
future  volumes.  You  may  reject  any  fu- 


ture volume  and  cancel  your  subscription 
simply  by  notifying  us  before  the  ship- 
ment date  indicated  on  your  advance 
notice.  All  future  volumes  will  be  $6.95 
plus  shipping  and  handling  and  will  come 
on  a  10  day  free  examination  basis.  If  not 
completely  delighted  with  any  volume 
(including  this  first  volume)  return  it  at 
our  expense,  owe  nothing  and  your  sub- 
scription wili  be  cancelled.  There  is  no 
minimum  number  of  books  that  you 
must  buy. 

Send  for  the  first  exciting  volume- 
today! 


Management  Program  Books 

Riverside,  New  Jersey  08075  m-6aa 
Please  send  me  this  first  volume  of 
Management  Program  Books  for  ten 
days  free  examination  and  enter  my 
subscription  to  the  Management 
Program  Books  series.  If  I  decide  to 
keep  this  first  volume  I  will  pay  $6.95 
plus  shipping  and  handling.  I  will 
then  receive  future  volumes  in  the 
series,  one  volume  at  a  time,  at  no 
more  than  two  to  three  month  inter- 
vals for  as  long  as  the  program  con- 
tinues. There  is  no  minimum  num- 
ber of  books  that  I  must  buy.  I  may 
cancel  my  subscription  at  any  time 
simply  by  notifying  you  as  described 
in  this  advertisement. 
If  I  do  not  choose  to  keep  this  first 
volume,  I  will  return  the  book  within 
ten  days,  my  subscription  for  future 
volumes  will  be  cancelled,  and  1  will 
not  be  under  any  further  obligation. 

Mr./Ms 

(Please  prim  plainly) 

Company 

(Fill  in  only  ifyou  want  subscription  at  office  address) 

Address 


Ciiy- 


State 


Zip- 


(Ofler  good  in  Continental  US  and  Canada  only  Prices 
slightly  higher  in  Canada. )  Book  selections  purchased  for 
professional  purposes  may  be  a  laxHJeductible  expense. 


America's  second-laroest  cargo 
port  is  in  a  pretty  surprising  state. 


At  Hampton  Roads,  Virginia,  they 
handled  over  53  million  tons  of  cargo 
last  year.  Second  only  to  New  York. 
And  well  ahead  ':m  some  other  ports  with 
tagger  names  (but  smaller  capabilities). 

Surprising?  Not  really. 

You  see,  witfi  five  "pure"  con- 
tainei-  berths,  steamship  service 
to  250  foreign  cities  and  hook 
ups  to  strong  highway  and 
rail  systems,  Virginia's 
leading  port  is  on  its 
way  to  becoming 
Arnerica's  lead 
crtoo. 

When  it  hajpens,  don't 
be  surprised.  Be  here. 
Taking  advantage  of  the 
business  advan 
tagesofapjretly 
surprising  state 

Virginia 

.  IVofit  from  the 
Vigor  off  Vngiiiia 


Wnle  Frank  Alspaugh.Div  o(  Industrial  Development.  Rm  C(!b  State  OHice  BIdg.  Richmond.  Va.  23219 Phone  (804)  7hb  3791 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank . . .  over  1300  offices 

throughout  Australia,  New  Zealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  N.Y.,  10017. 

Telephone:  (212)986-2248/9 

or  William  A.  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 

360  Post  Street,  San  Francitco,  California, 

94108.  Telephone:  (415)433-1330. 

Bank  of 
New  South  NA/ales 

The  bank  that  knows  Australia  best 

Head  Office:  60  Martin  Place,  Sydney,  N.S.W., 

.-.r,..,^    „  Australia, 2000 

I753411C1US  Z519 


SHARE-Of-MARKET 

REPORTS 

analyze  every  U.S. 

manufacturing  industry 

by  f  inanciai  concentration 

and  ownersliip  structure 

An  EIS  Report  on  a  manufacturing  industry 
identifies  all  the  companies  in  that  industry. 
It  ranks  them  by  importance.  It  estimates 
their  sales-and  shows  their  share  of  mar- 
ket in  dollars  and  percent. 

The  report  lists  all  the  plants  those  com- 
panies operate  in  the  industry,  and  estimates 
each  plant's  contribution  to  its  parent  com- 
pany's sales. 

Companies  use  EIS  reports  to  pinpoint 
major  customers  in  industries  they  sell  to 
-and  evaluate  competitive  standings  in  their 
own  industries. 

Reports  are  available  for  any  of  the  430 
(4-digit  SIC)  manufacturing  industries.  The 
reports  cost  from  $50  to  $400  and  carry  a 
money-back  guarantee.  For  details  and 
prices,  write  for  free  Brochure  SM-1. 


ECONOMIC  INFORMATION  SYSTEMS.  Inc. 

9  EAST  41st  STREET.  NEW  YORK,  NY.  10017 

TELEPHONE:  212  697  6080 


Trends  &Tangents 


same  crime.  Jail  populations  and  the 
many  expenses  they  entail  are  re- 
duced because  low-income  offenders 
are  better  able  to  substitute  fine  pay- 
ment for  time  served  in  jail. 


Business 


Pooled  Interests 

For  over  800  Minnesota  Mining 
&  Manufacturing  employees,  com- 
muting to  the  company's  St.  Paul 
headquarters  is  painless.  They  drive 
to  work  in  some  75  12-passenger  vans 
provided  by  the  company  and  driven 
by  fellow  employees.  The  $20-to- 
$30-per-month  fares  of  the  first  eight 
passengers  go  to  the  company,  which 
pays  for  gasoline  and  maintenance. 
Those  of  the  ninth,  tenth  and  11th 
are  split  with  the  driver,  who  rides 
free  and  has  the  use  of  the  van  on 
weekends  for  just  8  cents  a  mile.  Pas- 
sengers and  drivers  can  often  save 
the  cost  of  second  cars,  including 
their  insurance.  Except  for  the  ad- 
ministrative expense,  the  operation  of 
the  vehicles  is  self-liquidating  for  the 
company.  More  important,  the 
scheme  reduces  traffic  congestion  and 
eases  the  pressure  for  parking  space- 
to  say  nothing  of  the  1.8  million  vehi- 
cle-miles and  135,000  gallons  of  gaso- 
line it  saved  last  year  alone. 

If  It  Doesn't  Save,  It  Costs 

Energy  conservation,  we  are  told, 
pays.  But  who  pays  for  conservation? 
In  North  Carolina  it  may  be  utility 
customers.  In  a  recent  order,  the 
North  Carolina  State  Utilities  Com- 
mission disallowed  passing  on  utility 
advertising  costs  in  the  form  of  in- 
creased rates  if  the  ads  in  question 
promoted  the  wasteful  use  of  energy. 
But  advertising  promoting  energy 
conservation  will  be  reviewed  on  a 
case-by-case  basis  during  hearings  on 
rate  increases  to  see  if  their  co.vt 
should  be  borne  by  customers. 

The  Light  Prospectus 

A  "prospectus"  promising  no  return 
whatever  on  $1.5  millicm  in  "Twen- 
tieth Anniversary  Certificates"  is  the 
JofFrey  Ballet's  contribution  to  cul- 
tiiral  fund-raising.  The  contributions 
would  be  used  for  a  new  ballot,  "Cin- 
derella," to  be  given  every  Christmas, 
and  for  a  building  fund.  The  prospec- 
tus even  carries  an  environmental  im- 
pact statement:  "The  Joffrey  does  not 
pollute  the  air  or  water  but  rather 
contributes  affirmatively  to  the  aes- 
thetic quality  of  life. "  ■ 
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lend  us  an  empty  pack  of  your  full-flavor 

or  lowHar'clgarettes. 

And  well  send  you  a  new  pack 

of  the  Third  Cigarette. 


Maybe  your  full-flavor  agarettes 
get  a  little  harsh-tasting  sometimes. 

Maybe  your  low '  tar'  agarettes 
aren't  giving  you  enough  taste. 

Then  you're  ready  for  Lark. 
The  Third  Cigarette.  Send  us  an  empty 
pack  of  your  current  smoke,  along 
with  this  coupon.  And  taste  the  way  Lark's 
selective  filter  really  delivers  the  full  nch 
flavor  that's  never  rough-tasting. 

King:  18  mg.  "tar,"  1.2  mg.  nicotine;  Extra  Long:  19  mg. 
"tar,"  1.3  mg.  nicotine  av.  per  cigarette  by  FTC  Report  (Nov.'75). 


Tastes  rich  but  not  rough. 
Tastes  smooth  but  not  weak. 


I      Mail  to  Third  Cigarette  Offer 
■  PO  Box  60  -  1902 

Minneapolis.  Minn  55450 


Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Ejiciosed  is  an  empty  pack  of  my  current  cigarette  brand  Please  send  me 
a  full  pack  of  Lark  in  the  size  checked  below 


D  Lark  King 

Name 

Address 

City 


D  Lark  Extra  Long 


State- 


Zip- 


Offer  void  to  persons  under 21  yearsofage  Good  in  Continental  USA  only 
except  where  prohibited,  licensed  or  restricted  by  law  Limit  one  pack  per 
customer  Offerexpires  July  31,  1976  Pleaseallow 4  to  6  weeks  for  delivery 

No  facsimiles  accepted  I 


CHRYSLER  SALES  HAVE  NEARLY  DOUBLE! 

PROOF  THAT  AMERICA 
STILL  CARES  ABOUT  EXCELLENCE. 


!mise  was  to  take  intangibles,  like 
e  and  taste,  and  shape  them  into  a 
ine  automobiles.  The  result? The 
rs :  New  Yorker  Brougham, 
ft  Custom,  Newport,  Cordoba 
Mn  and  Country  Wagon. 
;  first  four  months,  combined 
these  1976  Chryslers  have 
;d  more  than  87%  over  the  same 
I  year  ago.  This  saysr  something 
le  Chryslers  for  1976.  And  about 
pie  who  are  acquiring  them, 
i^hryslers  offer  a  consistency  of 
;ures  throughout  the  line.  You'll 


find  standard  equipment  such  as  power 
steering,  power  front  disc  brakes  and 
TorqueFlite  automatic  transmission.  And 
every  Chrysler  is  equipped  with  an 
Electronic  Ignition  System  that  has  no 
points  or  condenser  to  replace. 

The  Chryslers:  automobiles  that  offer 
you  affordable  luxury,  including  the 
luxury  of  choice. 

The  choice  of  buying  or  leasing 
is  also  yours  at  your  Chrysler- 
Plymouth  dealer. 


CHRYSLER 

CORPORATION 


W 


NEW  "LEAN  BURN"  ENGINE 
You  can  now  order 
any  Chrysler  with  an 
exclusive  computerized 
Electronic  Lean  Burn 
Engine.  Ask  your  dealer 
for  details. 

Not  available  in  California. 


'{'  For  nearly  half  a  century,  Fiduciary 

Trust  Company  of  New  York  has  devoted 
all  its  time,  skills  and  energy  to  all  aspects 
of  investmient  mianagemient,  including 
tax.  trust  and  estate  matters  in  cooperation 
with  your  family  attorney.  Fiduciary 
avoids  all  the  unrelated  activities 
traditionally  associated  with  commercial 
banking.  Fiduciary.  The  non-bank  bank. 


*  ^- 


-  <- 
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TRUST  COMPANY  OF  NEW  YORK 


TWO  WORLD  TRADE  CENTER,  NY  10048 

TELEPHONE  (212)  466-4100 
EUROPEAN  OFFICES:  London  Geneva 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TALKING  WITH  BELEAGUERED  HENRY  K. 


"They're  like  a  bunch  of  piranhas,"  said  Henry  Kis- 
singer of  his  now-countless  press  critics  when  I  asked  how 
it  felt  to  fall  from  Deity  to  Devil  in  the  comments  of  the 
Commentators.  The  change  from  being  idolized  to  being 
savagely  brutalized  by  the  same  Sages  took  a  little  getting 
used  to.  "Thin-skinned,"  Henry  the  K  used  to  be  called. 
His  critics  are  down  to  the  bone  now,  if  not  the  mar- 
row, and  the  Secretary  of  State  discovers  it  hardly  hurts 
or  matters  so  much  anymore,  since  he  doesn't  foresee  in- 
definite tenure  in  his  present  post. 

His  wit,  as  well  as  his  wisdom,  remains  unimpaired. 
To  former  Defense  Secretary  and  great  Ford  friend  Mel 
Laird,  who  was  sitting  with  us,  Henry  Kissinger  queried, 
"Mel,  why  were  you  in  my  office  the  other  day  with  that 
interior  decorator?" 

Following  this  luncheon,  he  was  off  to  Dallas  for  his 
finger-wagging  speech  declaiming  that  We  Won't  Permit 
Castro  To  Pull  Any  More  Angolas  (without  going  into 
How).  But  during  our  conversation,  his  mind  was  more  on 
the  newest  of  the  endless  ironies  in  the  Middle  East— that 


only  Syria  had  the  strength  to  save  the  Christians  and  Leb- 
anon, that  Lebanon's  preservation  as  a  nation  was  most 
consequential  to  Israel,  who  so  far  indicated  it  would  go 
to  war  if  Syria  entered  Lebanon  with  the  force  necessary 
to  preserve  it. 

Instead  of  asking  when  he  was  leaving  his  State  job, 
I  asked  Mr.  Kissinger  what  his  next  might  be.  He  properly 
declared  he  couldn't  entertain  offers— if  anybody  wanted 
to  make  any— while  at  his  present  employment.  But  he 
did  observe  in  passing  that  "I  have  already  done  the  col- 
lege scene." 

And  he  was  emphatic  about  one  thing:  "When  I'm  out,  I 
will  not  be  peering  over  the  shoulder  of  my  successor  in 
any  way,  shape  or  form." 

When  this  guy's  gone,  it  will  be  too  soon.  He's  been 
the  best  in  that  job  since  .  .  .  well,  I  can't  immediately 
think  of  anyone  in  the  past  who's  been  his  equal.  Even- 
tually, perhaps  ev  en  again  in  his  lifetime,  his  extraordinary 
accomplishments  for  his  country  will  once  more  be  wide- 
ly recognized. 


SADAT,   IN  TELLING   RUSSIA  TO   SHOVE  IT 


and  in  publicly,   accurately  branding  *Libya's   el-Qaddafi 
as  a  "mental  case"  and  slowing  Syria's  leftist  extremists,  is 


displaying  as  much  guts  as  Jordan's   Hussein   often  has. 
Let's  hope  he's  as  successful  in  not  ha\'ing  his  own  spilled." 


ntEH 


on  •  contributory  basia. 


London:    BRITAIN'S 

but  still  has  a  paddle  left.  Whether  the  British  are  go- 
ing to  continue  using  it  to  whack  each  other  or  to  pro- 
pel their  boat  and  in  which  direction  is  unknown. 

Under  $1.90,  the  pound's  undervalued  and  should 
now  stalJilize 
for  a  while. 
Callaghan 
won  the  PM 
Roses,  but 
leftist  Foot  ran 
a  race  fore- 
bodingly fleet- 
er than  antici- 
pated.  Hea- 
ley's  the  one, 
though.     By 


BRrrAIN  IN  PERIL, 
PfiEHDER  WARNS 

Sptntfing  Too  Much  and  Not 
ProrfMoing   Enough, 


UP  THE  CREEK 

hammering  out  another  agreement  with  labor  for  wage  re- 
straint he's  contributing  most  toward  his  country's  survi\  al. 
It  takes  some  doing  to  find  'em,  but  there  are  bits  of 
brightness  in  the  bleakblack  British  picture.  Nationalized 

industries  ha\'e 
required  such 
heavy  subsi- 
dies to  keep 
u  n  n  e  e  d  e  d 
workers  on  the 
payroll  that 
the  Labor 
government 
has  had  to  call 
a  halt  to  the 
hemorrhaging. 


Why  reproduce  this  near-daily  head- 
line from  the  New  York  Times?  Only 
because  it's  not  from  yesterday's  paper. 

It's  from  a  front-page  story  in  the 
Times  of  Aug.  19,  1919  summarizing 
a  thi-ee-hour  speech  delivered  by 
Prime  Miiiister  David  Lloyd  George. 

WTio  was  it  said  something  about 
the  more  things  change  the  more  they 
remain  the  same.  .  .  ? 
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.Now  Her  Majesty's  Labor  ministers  are  promoting  mea- 
suics  to  stimulate  private  industry  and  to  curb  soaring 
welfare  costs— a  total  reversal  of  form  and  platform. 

And  there  are  some  very  bright  younger  men  moving  to 
the  helm  of  British  corporations  who  may  be  able  to 
bridge  that  measureless  gulf  which  so  cripplingly  di- 
vides Englishmen  between  those  whose  blood  runs  red 
and  those  who  think  theirs  is  blue.  Talking  to  the  likes 
of  Rupert  Hambro,  brilliant  executive  director  of  Ham- 
bro's   Bank,   rekindles   confidence   that  indeed   there  will 


always  be  an  England— and  perhaps  again  a  solvent  one. 

o        o        e 

Potpourri:  Many  London  art  dealers  now  quote  prices 
in  dollars  rather  than  pounds.  .  .  .  Despite  fjordsfull  of 
empty  tankers  available  at  distress  prices,  Arabs  contin- 
ue to  contract  for  new  ones.  Secondhand,  even  in  tankers, 
has  no  appeal  to  new  oil  wealth.  .  .  .  Wilton's  remains  a 
mouth-watering  oasis  in  London's  dining  desert.  .  .  .  Per- 
plexing: Those  who  seem  least  concerned  about  Great 
Britain's  problems  afe  the  British  themselves. 


That's  Life:  POOR   HOWARD  HUGHES   HAD  TO   DIE 

to  prove  he  was  alive. 

DON'T  WASTE  TIME   WORRYING   ABOUT   CAPITAL  SPENDING 


I  get  a  chuckle  out  of  all  the  gulf  emanating  from 
various  economists  and  other  Tealeaf  Interpreters  over  the 
fact  that  surveys  and  forecasts  report  new  plant  and 
equipment  expenditures  are  not  way  up. 

Such  surveys  are  frequently  a  few  weeks  old  by  the 
time  they  are  compiled  and  released.  And  usually  the 
figures  supplied  are  based  on  corporate  budgets  adopted 
at  the  end  of  last  year.  Analysts  accepting  such  figures 
as  meaningful  don't  understand  the  meaning  of  the  word 
management.   To   able   corporate   chieftains,   budgets   are 


guidelines,  not  straitjackets.  As  swiftly  as  a  CEO  can  curb 
planned  capital  spending  in  a  downturn,  he  can  put  in 
motion  additional  capital  spending. 

Don't  worry  about  the  "lag"  in  capital  investments. 

The  lag  is  in  the  statistic,  not  the  fact. 

Burgeoning  consumer  spending  for  nearly  everything 
—even  houses— means  that  right  now  well-run  companies 
are  putting  in  motion  orders  for  the  additional  equip- 
ment and  plant  which  will  enable  them  to  meet  most 
efficiently  those  unforecast  sales  orders. 


Art  JSote: 


SCULPTURAL 
MESSAGE 

by  Biraben 


THERE'S  NOTHING   "UNTHINKABLE"   ABOUT   IT 


Postmaster  General  Benjamin  Bailar  prefaced  his  pro- 
posals for  curbing  the  postal  deficit  by  suggesting  that 
some  of  them  might  at  first  seem  "unthinkable."  The  only 
thing  unthinkable  about  his  proposals  is  to  not  swiftly 
implement  them. 

Everybody,  and  I  do  mean  everybody,  has  been  jump- 
ing on,  dumping  on  the  U.S.  Postal  Service  for  innumer- 
able, understandable  reasons— soaring  postal  rates,  slower 
deliveries  and  a  widening  deficit. 

There's  probably  no  way  to  do  away  with  a  postal 
deficit  and  have  the  Service  meet  its  prime  functions.  But 
lopping  off  expensive,  less  needed  services  and  facilities 
is  a  first  essential  to  restoring  the  Postal  Service  to  health. 

TEMPUS   FUGIT 

So  catch  it  if  you  can. 


Some  Bailar  suggestions— 

■  Cut   deliveries   to  five   days  a   week  from   six,   omit- 
ting Saturday. 

■  Where  feasible,  require  "cluster  boxes"  as  a  substitute 
for  front-door  delivery. 

■  Promptly    eliminate    the    less-used   of    the    country's 
40,000  post  offices  and  substations. 

■  Cut  business  deliveries  in  major  cities  to  once  daily. 
By  such  steps,  which  affect  everyone's  convenience  a 

bit,  our  postal  system  becomes,  in  D.C.  jargon,  viable. 

For  every  kick  Brave  Bailar  gets,  he  deserves  a  thou- 
sand cheers. 

Go  forth.  General,  and  lead  the  Charge  for  C^hangcs. 

THE   ULTIMATE   IN  OPTIMISM 

Confidence  that  there  is  no  next  world. 
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—Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Counterattack 

What  do  those  who  spealc  so  ghbly 
about  one-way  streets  or  preemptive 
concessions  propose  concretely  that 
this  country  do?  What  risks  would 
they  run?  What  precise  changes  in 
our  defense  posture,  what  level  of  ex- 
penditure over  what  period  of  time 
do  they  advocate?  How  concretely  do 
they  suggest  managing  the  U.S. -So- 
viet relationship  in  an  era  of  strategic 
equality? 

—Henry  Kissinger. 

Competition  for  the  P.O. 

Senator  James  L.  Buckley,  Conser- 
vative-Republican of  New  York,  in- 
troduced a  bill  to  allow  private  car- 
riers to  compete  with  the  United 
States  Postal  Service  in  the  delivery 
of  letters.  .  .  .  Repeal  of  the  monopoly 
laws,  known  as  the  private  express 
statutes,  would  "let  the  forces  of  com- 
petition provide  this  country  with  the 
kind  of  efficient  mail  service  it  needs 
and  deserves,"  Senator  Buckley  said. 
.  .  .  [He]  attacked  rising  costs  of  mail 
delivery  and  said,  "Public  frustration 


with  the  Postal  Service  is  mounting." 
The  Senator  turned  aside  argu- 
ments that  if  the  monopoly  were  bro- 
ken, private  carriers  would  take  only 
the  low-cost  routes  within  metropoli- 
tan areas,  leaving  the  expensive  ser- 
vice to  the  Postal  Service.  "In  a  com- 
petitive market,  cream  skimmers 
would  be  the  'good  guys'  who  protect 
consumers'  interest  by  keeping  the 
suppliers  honest,"  he  said.  If  the  Pos- 
tal Service  ultimately  was  left  with 
just  the  costly  service  in  remote  areas, 
Mr.  Buckley  said.  Congress  could  al- 
locate a  straightforward  subsidy  to 
hold  down  these  costs  to  the 
consumers.  —New  York  Times. 

Profit  Motive  Russian  Style 

"How  can  anyone  tell  what  the 
poor  Russians  are  thinking?  They 
have  no  freedom  to  tell  us!"  Repre- 
sentative Millicent  Fen  wick  (Rep., 
N.J.)  said  she  came  away  [from  a 
trip  to  Russia]  convinced  that  "the 
profit  motive  is  what's  making  in- 
dustries and  farms  go  in  Russia.  It's 
all  they  seem  to  think  about!  They're 
more    passionate    about   profits    than 


any  American  businessman  I  know! 
Because  that's  the  way  to  get  roads 
built  and  provide  services.  It's  all  'for 
the  people,'  they  say,  all  very  benev- 
olent, but  I  noticed  that  the  man- 
agers have  the  better  cars  and  the 
second  homes.  In  Russia,  when  an  of- 
ficial car  comes  down  the  highway, 
ordinary  citizens  pull  over  onto  the 
shoulder.  I  was  pleased  to  see  that  in 
Denmark,  by  contrast,  the  ofificial  cars 
we  rode  in  stopped  at  every  red  light." 
—interviewed  by  William  McCleery, 
University— A  Princeton  Quarterly. 

Prohibition  and  Sex 

Prohibition  didn't  work  for  liquor 
in  the  Twenties,  and  it  won't  work 
for  sex  in  the  Seventies.  Leave  the 
consenting  adults  alone  and  worry 
about  the  nonconsenting  ones  (rape, 
robbery  and  murder). 

— Marv  Tidwell,  in  a  letter  in  Time, 

Charm 

It  is  deceptive  in  one  thing— like  a 
sense  of  humor,  if  you  think  you've 
got  it,  you  probably  haven't. 

—Laurie  Lee,  /  Can't  Stay  Long. 


THE  ROOT  OF  THE  CURRENCY  TROUBLES 


The  European  currency  exchange 
markets  have  undergone  consid- 
erable turmoil.  France  was  forced  to 
leave  the  "snake"  (a  mechanism 
whereby  several  European  coun- 
tries keep  their  exchange  rates 
among  each  other  within  a  432% 
band),  and  Italy's  lira  and  En- 
gland's pound  continue  to  go  downi 
and  down.  Now,  with  a  meeting 
of  Common  Market  leaders  break- 
ing up  with  no  new  agreement  on 
anything,  Europe's  much-heralded 
progress  of  last  fall  toward  eco- 
nomic and  political  union  is  dead. 

That  there  has  been  so  much 
trouble  should  really  have  surprised 
no  one.  The  fact  is  that  there  can 
be  little  currency  stability  if  the 
economies  of  Western  Europe  re- 
main so  divergent  in  price  perfor- 
mance. How  could  France  expect 
the  franc  to  stay  closely  aligned 
with  the  German  mark  when  the 
French  balance-of-payments  picture 
remairts  murky  and  Germany's 
trade  surplus  remains  fat,  when 
France's  inflation  is  running  at 
twice  the  rate  of  the  Teutons'? 

The  same  holds  true  for  Britain 
and  Italy  where  inflation  is  still 
very  high.  Both  countries  foolishly 


by  M.S.  Forbes  Jr. 

borrowed  and  spent  considerable 
sums  of  money  to  prop  up  their 
sagging  currencies.  Since  they  im- 
port so  much,  a  devaluation  means 
an  uncomfortable  rise  in  inflation, 
which  is  as  politically  unpopular 
abroad  as  it  is  here  at  home.  But 
as  it  always  does,  economic  real- 
ity eventually  forced  these  coun- 
tries' hands. 

The  snake  is  an  attempt  to  bring 
order  out  of  the  chaos  of  floating 
exchange  rates,  and  for  the  coun- 
tries remaining  in  it— Holland,  Bel- 
gium, Luxembourg,  Denmark,  Swe- 
den and  Norway  as  well  as  West 
Germany— the  mechanism  will  do 
just  that.  These  countries  are  inti- 
mately knit  to  Germany  in  trade 
and  thus  have  a  keen,  vested  inter- 
est in  staying  as  closely  tied  to  the 
D-mark  as  possible.  This  was  not 
so  trv'-  in  the  case  of  France. 

What  the  political  leaders  of 
Western  Europe,  especially  France, 
keep  forgetting  or  ignoring  is  that 
the  Bretton  Woods  system  of  fixed 
exchange  rates  worked  as  well  as 
it  did  because  of  the  relative  eco- 
nomic price  stability  that  once  ex- 
isted in  the  West.  That's  hardly 
true  today,  and  as  long  as  the  Eu- 


ropean economies  remain  so  price 
divergent,  future  currency  insta- 
bility is  unavoidable. 

*     *     « 

Many  angry  European  political 
leaders  muttered  darkly  that  Brit- 
ain suddenly  became  passive  in 
the  face  of  its  falling  currency  be- 
cause such  a  devaluation  would 
boost  British  exports. 

Actually,  any  fillip  England  gets 
from  the  plunging  pound  will  be  a 
long  time  in  coming,  and  the  rea- 
son was  succinctly  given  to  this 
writer  three  years  ago  in  an  inter- 
view with  Edward  Bernstein,  noted 
monetary  expert  and  one  of  the 
surviving  architects  of  Bretton 
Woods.  "It  takes  Britain  longer  to 
get  a  good  response  in  its  balance 
of  payments  from  a  devaluation, 
because  the  proportion  of  British 
imports  consisting  of  foodstufi^s  and 
raw  materials  is  very  high,"  said 
Bernstein.  Moreover,  such  exports 
depend  as  much  on  workmanship 
and  delivery  reliability  as  they  do 
on  price. 

Britain  wasn't  trying  to  pull  a 
fast  one  on  its  trading  partners 
when  it  let  the  pound  go.  It  was 
simply  being  realistic. 
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The  S-cylinder  MercedesrBenz  300D. 

Another  engineering  milestone  that  has 

quietly  inspired  a  change 

in  traditional  automotive  design. 


The  Mercedes-Benz  300D  has 
quietly  changed  die  mles  of 
die  automobile  game.  This  S-cyl- 
inder  Diesel  automobile  offers  a 
unique  combination  of  perform- 
ance, luxury,  economy  and  quality. 
It  is  the  most  powerful,  the  most 
complete  and  the  swiftest  Diesel 
passenger  car  ever  sold.  Since 
Mercedes-Benz  introduced  the  first 
production  Diesel  passenger  car  40 
years  ago,  that  is  only  fitting. 

No  tune-ups— ever 

Cor\sider    the    benefits    of    this 
Mercedes-Benz.  The  300D  uses 
economical  Diesel  fuel.  Country- 
wide, every  gallon  averages  4<-70 
less  than  regular  gasoline. 

Diesel  ftiel  also  has  more  en- 
ergy per  gallon  than  gasoline,  so 
every  gallon  not  only  costs  you  less, 
it  takes  you  farther.  And,  Diesel 
fuel  is  plentifiil.  Thousands  and 
thousands  of  stations  sell 
it  all  across  America. 


The  5'CylindeT  300  Diesel  achieved  EPA 

mileage  estimates  of  28  mpg  (highway) 

and  22  mpg  (city).  While  your  mileage 

depends  on  how  and  where  you  drive  and 

your  car's  coruiition,  compare  these 

estimates  to  any  fulUsized  sedan. 

Another  plus:  With  the  300D 
you  can  forget  about  that  expen- 
sive automotive  custom  known  as 
the  conventional  tune-up.  Because 
it  has  no  spark  plugs,  points,  dis- 
tributor, condenser  or  carburetor, 
the  Mercedes-Benz  300D  never, 
ever,  needs  one. 

One  more  thing.  While  the 
3CX)D  is  not  as  big,  not  as  heavy 
and  not  as  thirsty  as  most  fiiU-sized 
sedans,   this   5 -passenger  automo- 


bile is  every  bit  as  practical  and 
comfortable.  After  all,  it  is  a 
Mercedes-Benz. 

The  forerunner's  reward 

Over  the  past  five  years  Mercedes- 
Benz  automobiles  have  held  their 
value  better  than  any  other  make 
of  luxury  car  sold  in  America.  It 
stands  to  reason  that  the  300D  will 
be  no  exception.  After  all,  since 
this  automotive  forerunner  is  years 
ahead  today,  it  is  bound  to  be  a 
sound  asset  while  the  others  are 
trying  to  catch  up  tomorrow. 

The  incomparable  Mercedes- 
Benz  300D  sedan.  An  engineering 
milestone    which    has 
quietly  advanced  passen-j 
ger  car  design  a. giant  step. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Mercedes- Ben:  1976 


What  the  passenger  car  should  be  coming  to:  The  incomparable  Mercedes-Benz  iOOD. 


Forbes 


Not  So  Clear-Cut 

If  recent  pro-environmentalist  court  decisions 
stand,  the  vast  national  forests  may  be  closed 
to  lumbering.  Are  we  prepared  to  pay  the  price 
in  higher  building  costs  and  lost  jobs? 


Hunters  and  fishermen  in  West  Vir- 
ginia were  outraged  in  1964  when 
clear-cut  areas  (see  photograph)  be- 
gan to  appear  in  the  Monongahela 
National  Forest.  Around  the  same 
time,  people  who  frequented  the  Bit- 
terroot  National  Forest  in  Montana 
were  similarly  upset  as  were  those 
near  153  other  national  forests.  What 
had  happened  was  that  the  Forest 
Service  updated  its  forest  manage- 
ment techniques  and  began  using 
clear-cutting.  The  Forest  Ser\'ice  ar- 
gued that  the  new  methods  of  man- 
agement were  better  for  the  forests; 
the  environmentalists  chose  to  attrib- 
ute the  change  to  greed.  Anticlear- 
cutting  letters   poured   into   Congress 


and  into  state  legislatures.  The  Sierra 
Club  and  the  Izaak  Walton  League 
rose  in  righteous  indignation  against 
clear-cutting  on  federal  lands. 

Last  August  the  anticlear-cutting 
forces  won  a  great  victory.  The  U.S. 
Fourth  Circuit  Court  in  Richmond, 
Va.  handed  down  a  decision  that 
stopped  the  Forest  Service  in  its 
tracks.  The  court  didn't  exactly  pro- 
hibit clear-cutting;  it  prohibited  mod- 
ern forestry.  The  court  went  even  fur- 
ther. It  said  the  Forest  Service  could 
sell  only  trees  that  were  dead,  ma- 
ture or  large  and  that  were  individ- 
ually marked.  Forest  Service  Chief 
John  McGuire  promptly  reduced  tim- 
ber sales  in  the  affected  district— West 


Virginia,  \'irginia,  South  and  North 
Carolina— from  285  million  board  feet 
a  year  to  30  million. 

The  so-called  Monongahela  deci- 
sion was  a  bitter  blow  to  the  $35- 
billion  forest  products  and  paper  in- 
dustry, which  now  counts  on  trees 
harvested  from  government  lands  for 
27%  of  its  raw  material.  If  the  in- 
dustry is  deprived  of  this  raw  mate- 
rial, the  Forest  Service  estimates  that 
the  wholesale  price  of  lumber  would 
increase  15%.  The  environmentalists' 
victory— if  victory  it  be— will  be  paid 
for  by  American  consumers  in  higher 
prices  for  housing  and  paper  prod- 
ucts. Thousands  of  businessmen  and 
workers  may  lose  their  livelihood  as 
sawmills  and  paper  plants  close.  U.S. 
balance  of  payments  will  suffer:  Wood 
fiber  imports  last  year  cost  the  U.S., 
one  of  the  world's  best  forest -grow- 
ing areas,  $3.5  billion. 

Ironically,  the  forests  themselves 
and  wildlife  could  suffer  from  the 
Monongahela  decision.  Most  forestry 
experts  believe  that  clear-cutting  is 
good  for  the  woods.  It  permits  the 
growth  of  many  valuable  species- 
hardwoods  and  Douglas  fir,  for  exam- 
ple—that cannot  grow  in  the  dense 
shade  of  an  existing  forest;  they  can 
only  be  grown  in  clear-cut  areas. 
Moreover,  the  extra  light  let  into  the 
clear-cut  areas  helps  existing  trees  in 
adjacent  uncut  areas.  And,  finally, 
new  growth  in  the  cleared  areas  pro- 
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Clear-cutting  is  only  the  first  step 
in  the  forest  industry's  reforestation 
program.  By  increasing  the  wood 
fiber  yield,  it  helps  relieve  the 
mounting  pressure  on  the  U.S.'  forest 
resources.  Above,  reseeding  a 
clear-cut  forest  by  helicopter. 
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vides  forage  for  wildlife,  which  often 
finds  slim  pickings  in  dense  woods. 

The  Monongahela  decision  at  the 
moment  affects  only  a  limited  area, 
but  it  may  easily  spread.  The  Forest 
Service  and  the  Justice  Department 
have  decided  not  to  appeal  for  fear 
the  Supreme  Court  might  uphold  the 
decision,  thus  making  its  limitations 
nationwide.  Instead  the  Government 
is  going  to  Congress— where  it  hopes 
that  interests  of  consumers  and  of 
workers  will  get  equal  consideration 
with  the  aesthetic  preferences  of  so- 
called  environmentalists. 

The  law  the  environmental  groups 
are  using  is  the  1897  Organic  Act, 
under  which  the  national  forests  are 
administered.  The  law,  of  course,  is 
subject  to  interpretation.  The  Forest 
Service  interpreted  the  word  "mature," 
for  example,  to  mean  mature  enough 
to  be  put  to  use.  The  courts  have 
said  it  means  physiologically  mature, 
that  is,  "no  longer  growing."  Accord- 
ing to  Forest  Service  Chief  John  Mc- 
Guire,  "physiological  matiuity  isn't  al- 
ways easy  to  determine  without  bor- 
ing into  the  tree."  The  law  says  trees 
to  be  cut  must  be  marked.  The  Forest 
Service  beUeved  it  could  mark  the 
boundary,  mark  trees  not  to  be  cut,  or 
trees  to  be  cut.  The  courts  have  said 
not  so.  You  must  mark  each  one  that 
you  want  to  take  down  individually. 
The  Forest  Service  has  estimated  that 
would  increase  its  costs— which  now 
run  $47  milhon  annually— about  150%. 

The  courts  have  not  necessarily 
been  captured  by  environmentalist  ex- 
tremists. But  they  have  been  inter- 
preting the  old  law  in  an  absolutely 
literal  way.  Recognizing  the  conflict 
between  the  letter  of  the  law  and  the 
rights  of  consumers  and  of  the  indus- 
try, the  courts  have  suggested  that 
new  legislation  is  needed. 

The  Forest  Service  and  the  indus- 
try are  united  in  supporting  a  bill  in- 
troduced in  March  by  Senator  Hubert 
Humphrey.  It  would  establish  a  guid- 
ing policy  but  leave  its  implementa- 


In  The  Same  Boat 


On  the  face  of  it  the  Monongahela 
decision  would  seem  a  good  thing  for 
the  giant  forest  product  and  paper 
companies.  The  value  of  their  timber 
will  increase  if  the  Forest  Service's 
supply  is  curtailed.  Their  market  share 
will  increase  if  the  little  lumbermen 
who  are  dependent  on  the  Forest  Ser- 
vice go  out  of  business. 

But  the  big  companies  are  back- 
ing the  Forest  Service  and  speaking 
out  on  behalf  of  the  little  guys.  No, 
it's  not  just  public  relations.  "The  big 
producers  fear  they  may  be  next. 

If   the   environmentalists   win   this 


Vulnerable 

Who  would  be  hardest  hit 

f  National  Forest  Service  timber  reserves  were 

effectively  closed?  In  the 

main,  most  of  the  larger  companies  in  the 

industry  would  be  immune 

,  as  the  table  below  makes  clear.  The  smaller 

companies  are  especially  dependent,  but  so  are  some  important  middle- 

sized  companies  like  Southwest  Forest  Industries  and  Fibreboard  Corp. 

Millions  of 

Board  Feet 

Purchased  from 

Per  cent  of  Total 

Nationcfl  Forest 

Timber  needs  from 

1975  Sales 

Company 

Service 

Forest  Service  Lands 

(millions) 

Boise  Cascade 

454.0 

19% 

$1,400 

Louisiana-Pacific 

356.9 

20 

460 

Southwest  Forest  Industries 

297.4 

90 

473 

Champion  International 

259.5 

15-20 

2,500 

Simpson  Timber 

256.6 

75 

250 

Edward  Mines  Lumber 

214.5 

55 

170 

Publishers  Paper  Co.** 

148.8 

75 

179 

American  Forest  Productstt 

146.4 

70 

225 

Sierra  Pacific 

110.5 

80 

120 

Crown-Zellerbach 

106.2 

5* 

1,700 

Brooks-Scanlon 

103.3 

70t 

42 

Potlatch 

87.3 

20 

488 

Fibreboard 

78.1 

80 

294 

St.  Regis  Paper 

73.9 

10-15 

1,400 

Diamond  International 

71.3 

28 

779 

Weyerhaeuser 

53.0 

0 

2,700 

International  Paper 

53.0 

5* 

3,000 

Kimberly-Clark 

51.5 

minimal 

1,400 

Willamette  Industries 

47.9 

35 

388 

*  Estimote.         **  Times-Mirror  subsidiary.         t  Logs  selectively 

tt  Bendix  subsidiory. 

tion  to  the  Forest  Service.  But  Senator 
Jennings  Randolph  (Dem.,  W.Va.) 
has  introduced  a  much  rougher  bill 
that  reflects  the  preference  of  his  hunt- 
ing and  fishing  constituents.  It  would, 
in  effect,  write  into  law  exactly  how 
the  forests  are  to  be  managed.  Hear- 
ings have  been  held  on  both  bills, 
but  Congress  may  decide  not  to  tack- 
le a  hot  issue  like  this   in  an  elec- 


tion year. 

Meanwhile,  gloom  is  growing  in  the 
forest  products  industry.  Environ- 
mentalists in  Alaska  have  taken  to 
court  Ketchikan  Pulp  Co.,  jointly 
owned  by  FMC  Corp.  and  Louisi- 
ana-Pacific. The  Alaska  District  Court 


round  they're  not  likely  to  stop.  They 
will  be  calling  for  regulation  of  tim- 
ber harvests  on  private  lands. 

There's  already  a  law  in  Califor- 
nia that  points  the  way.  The  Califor- 
nia Forest  Practices  Act  requires  any- 
one who  wants  to  harvest  timber  to 
submit  his  logging  plans  to  a  state 
committee— which,  of  course,  can  say, 
"We  don't  like  this  plan,  try  again." 

At  a  recent  hearing  in  Washington, 
D.C.,  James  Moorman,  a  Sierra  Club 
attorney,  suggested  that  federal  regu- 
lation of  timber  harvests  on  private 
lands  might  be  "absolutely  necessary." 


went  even  further  than  the  Monon- 
gahela decision.  It  banned  the  har- 
vesting of  timber  the  Forest  Service 
had  already  sold  unless  the  tests 
were  met.  If  the  decision  sticks,  when 
Ketchikan  reopens  in  the  spring  it  may 
have  to  curtail  production  and  em- 
ployment—though it  was  first  invited 
in  by  the  federal  government  to  cre- 
ate jobs  in  an  underdeveloped  area. 

The  parties  to  this  dispute  are  hesi- 
tant to  appeal  even  to  the  circuit 
court.  If  the  Ninth  Circuit  Court 
agrees  with  the  Fourth,  Forest  Ser- 
vice sales  in  the  entire  Pacific  North- 
west will  be  afl^ected. 

But  suits  of  a  similar  nature  are 
pending  in  many  other  places.  Un- 
less Congress  acts  fairly  soon,  the  mat- 
ter seems  destined  for  the  Supreme ' 
Court.  If  the  Supreme  Court  inter- 
prets the  law  the  way  lower  courts 
have  been  doing,  tree  harvesting  in 
national  forests  will  be  cut  in  half. 
The  giant  forest  products  companies 
will  get  oft  relatively  hghtly  {see  ta- 
ble). Most  of  them  own  vast  forests 
of  their  own.  But  many  small  com- 
panies will  be  forced  out  of  business. 
Maybe  that  ought  to  give  an  idea  to 
the  legal  zealots  who  are  fighting 
clear-cutting  on  federal  lands.  Once 
they've  won  their  battle  there,  they 
can  turn  antitrust  lawyers  and  go  af- 
ter the  giant  companies  they  helped 
to  monopolize  the  industry.   ■ 
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Two  Fat  Cows?  I 

Or  Three  Lean  Ones? 


wmmmm^muMMMMoiiA^iii^a 


ft  Jiff 


Federal  policy  is  encouraging  the  latter  rather 

than  the  former^  complains  Delta  Air  Lines'  Tom  Beebe. 


It  used  to  be  said  that  when  it 
came  to  running  an  airline,  no 
one  could  beat  Delta.  In  four  of  the 
last  six  years,  the  Atlanta-based  car- 
rier made  more  profits  than  the  live 
other  biggest  airlines  combined— even 
excluding  the  losses  of  deficit-ridden 
Pan  American. 

Delta  remains  the  tightly  run,  ef- 
ficient airline  it  always  has  been,  but 
what  is  changing  is  its  relative  posi- 
tion. It  remained  firmly  in  the  black 
last  year  when  the  industry  as  a 
whole  lost  money,  but  even  so  its 
profits  dropped  46%  to  $49  million 
($2.48  a  share)  while  revenues 
cUmbed  12%  to  $1.4  billion.  And  this 
year,  when  most  of  the  industry  is 
quite  noticeably  perking  up.  Delta  will 
do  well  to  match  1975's  lackluster 
showing. 

What  went  wrong?  Higher  fuel 
costs,  of  course— up  30%  last  year— 
but  every  airline  is  suffering  from  that. 

Put  the  question  to  W.T.  Beebe, 
Delta's  amiable,  six-foot,  three-inch 
chairman,  and  he  replies  bitterly:  "It's 
hard  for  me  to  be  objective,  but  it 
appears  to  us  that  the  Civil  Aero- 
nautics Board  is  simply  not  willing  to 
reward  efficiency  and  good  passenger 
service." 

What  bugs  Beebe  is  that  in  the 
past  seven  years  Delta  has  asked  the 
CAB  for  permission  to  fly  at  least  five 
long-haul,  potentially  lucrative  routes. 
Each  time  the  CAB  has  awarded  the 
routes  to  less-profitable  airlines,  pre- 
sumably on  the  theory  that  they  need 
help  more  than  Delta.  Most  recently, 
last  month  the  CAB  gave  Western 
Air  Lines  rather  than  Delta  the  right 
to  fly  nonstop  from  Miami  to  Los 
Angeles. 

Beebe  has  been  after  the  Los  An- 
geles-Miami route  since  Delta  merged 
with  Northeast  in  1973.  At  that  time, 
Northeast  had  the  rights  to  the  route. 
But  immediately  after  the  merger  the 
CAB   snatched  it   away  from   Delta. 

Beebe  hasn't  given  up  hope  of  get- 
ting the  route.  "We've  just  begun  to 
fight,"  he  growls,  slamming  his  hand 


down  hard  on  his  desk.  "We  went  to 
court  so  early  the  next  morning  [after 
the  CAB  made  its  award]  that  they 
hadn't  had  time  to  change  their  date 
stamp  yet." 

Why  does  Delta  need  new  long- 
haul  routes?  The  plain  truth  is  that 
growth  on  its  old  routes  has  been 
slow  lately.  In  recent  years  Delta's 
revenue  passenger  miles,  the  best 
measure  of  an  airline's  health  and 
growth,  usually  increased  at  a  faster 
pace  than  those  of  the  other  big  car- 
riers. But  no  more.  In  the  first  two 
months  of  1976,  for  example.  Delta's 
revenue  passenger  miles  rose  by  19% 
compared  with  21%  for  arch-competi- 
tor Eastern. 

Enter  The  Competition 

One  Delta  strength  in  the  past  was 
its  longtime  position  as  the  monopoly 
or  dominant  carrier  on  more  of  its 
route  segments  than  any  other  ma- 
jor U.S.  airline.  That  is  no  longer  true. 
Delta  has  only  one  major  segment 
jvith  no  competition,  and  Beebe  ex- 
pects the  CAB  to  put  other  carriers 
on  that  in  the  near  future.  On  some 
of  its  once-lucrative  routes,  hke  Mi- 
ami to  Atlanta,  Delta  now  has  as 
many  as  four  competitors.  Remarks 
Beebe  acidly,  "If  you  put  two  cows  in 
a  pasture  that's  fit  for  two  cows,  you 
have  two  fine,  fat  cows.  But  if  you 
put  three  cows  in  the  same  pasture, 
you  have  three  bags  of  bones." 

Delta  has  also  been  hurt  as  much 
as  it  has  been  helped  by  the  rapidly 
increasing  cost  of  an  airline  ticket. 
While  Delta's  routes  fan  out  from  its 
home  base  in  Atlanta  to  New  York 
and  Boston  in  the  North,  Chicago  in 
the  Midwest  and  Los  Angeles  in  the 
West,  Delta  essentially  operates  a  col- 
lecting system.  It  flies  to  many  small 
cities  and  feeds  passengers  into  larger 
ones.  As  a  result,  its  average  flight 
is  only  528  miles,  the  shortest  of  any 
major  in  the  industry.  Because  air- 
hne  fares  have  risen  17%  in  the  past 
two  years,  Delta's  customers  are  finding 
it   cheaper  to   drive   rather   than   fly 


short  intercity  distances. 

In  addition,  Delta  has  been  hit  harder 
than  other  airlines  by  the  recent  gov- 
ernment-mandated increase  in  the 
first-class  fare  differential  over  coach. 
Delta's  customers  used  to  pay  only  $10 
to  $15  more  to  fly  up  front;  now 
the  differential  can  be  higher  than 
$50.  As  a  percentage  of  its  overall 
traffic,  Delta  gets  more  first-class  cus- 
tomers than  any  other  airline.  But  in 
the  third  quarter  of  last  year,  Delta's 
first-class  revenues  dropped  22.7%,  vs. 
an  11%  drop  for  American  and  a  1% 
increase  for  Braniff. 

Can  Beebe  do  anything  about  all 
this?  He  argues  that  the  CAB  ought 
to  come  up  with  a  new  fare  structure 
for  the  industry  that  would  scrap 
promotional  fares  and  allow  a  carrier 
to  raise  or  lower  its  fares  within  a 
"zone  of  reasonableness"— say  10%  to 
15%  on  some  or  all  of  its  routes.  No 
one,  not  even  Beebe,  expects  quick 
action  on  this  proposal,  however  good 
sense  it  makes. 

So  what  else  can  Beebe  do  to  im- 
prove Delta's  fortunes?  Slumping  back 
in  his  chair,  he  replies:  "We're  going 
to  keep  running  the  best,  safest,  most 
passenger-conscious  airline.  And  we're 
going  to  keep  fighting  like  hell  for 
new  routes."  Besides  Los  Angeles- 
Miami,  Beebe  wants  to  fly  nonstop 
Atlanta-Boston,  Atlanta-Denver  and 
Atlanta-London. 

Beebe  is  eliminating  fat  where  he 
can  find  it.  Of  Delta's  five  375-pas- 
senger  Boeing  747s,  two  were  sold 
last  year,  and  the  other  three  are 
firmly  committed  for  sale  in  early 
1977.  Also,  sale  agreements  covering 
four  other  aircraft  in  Delta's  193-jet 
fleet  have  been  completed,  and  more 
are  in  prospect. 

But  to  a  depressing  degree,  Delta's 
fortunes  are  out  of  its  hands  and  in 
those  of  the  federal  bureaucracy.  As 
long  as  the  bureaucracy  is  more  in- 
terested in  protecting  weak  compa- 
nies than  in  rewarding  efficient  ones, 
the  effect  of  its  policies  will  be  to 
level  everybody  down  to  mediocrity. 
It's  a  policy  of  sorts,  but  imcomfort- 
ably  similar  to  the  kind  that  brought 
so  much  of  Britain's  industry  to  its 
present  sorry  pass.  ■ 
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Corporate 
Liquidity 
1975:  Improved 

Things  simply  had  to  improve  from 
the  dark  days  of  late  1974  and  early 
1975.  Why?  Because  if  U.S.  business- 
men had  not  begun  to  mind  their  cash 
more  prudently,  half  the  nation's  big 
companies  might  be  broke  by  now. 

But  "Cash,  Controls  and  Caution" 
(as  Forbes  put  it  in  its  Directory 
Issue  last  May)  became  the  order  of 
the  day.  The  results,  in  the  form  of 
improved  liquidity,  are  visible  in  the 
table  at  right  containing  the  key  fig- 
ures for  60  companies  reporting  by 
Forbes'  press  time. 

The  simplest  way  for  a  company  to 
improve  its  liquidity  is  to  increase  the 
funds  it  generates  from  operations 
(primarily  net  income,  depreciation 
and  deferred  taxes).  But  that  was 
often  not  possible  last  year,  which 
had  three  poor  quarters  before  the 
uptiun.  Just  over  half  the  companies 
listed  showed  a  decrease  in  cash  from 
operations  in  1975  vs.  1974. 

So  from  whence  came  the  hquidity 
improvement?  Partly  from  inventory 
reductions  by  over  half  the  compa- 
nies listed,  for  a  net  reduction  of 
about  half  a  billion  dollars.  They  also 
cut  their  receivables,  which  generated 
additional  badly  needed  cash. 

The  big  change,  however,  came 
from  the  ability  of  companies  to  float 
long-term  debt  at  more  reasonable 
rates:  Nearly  three-foiuths  of  these 
60  did  (net  increase:  10«,  to  a  $77- 
billion  total).  They  used  the  money 
to  cut  their  expensive  short-term  debt 
(by  10%,  to  $14.4  billion)  and  socked 
away  the  rest.  About  two-thirds  of 
the  companies  listed  showed  a  rise  in 
cash  and  marketable  securities,  for  a 
net  increase  of  $4.3  billion. 

One  noteworthy  feature  of  the  ta- 
ble is  the  disaster  in  the  metals  in- 
dustry; all  eight  companies  included 
showed  declines  in  cash  generated 
and  cash  holdings  plus  substantial 
increases  in  inventories.  Omitting  met- 
als, the  remaining  companies  would 
have  shown  a  4%  inventory  dip. 

Will  the  liquidity  improvement 
continue?  For  the  near  future,  clear- 
ly yes.  Companies  will  need  more  fa- 
cilities and  working  capital,  and  per- 
haps more  inventories,  as  business 
continues  to  improve.  But  their  earn- 
ings will  also  be  up,  by  an  estimated 
25%.  Where  last  year's  liquidity  im- 
provement came  basically  from  re- 
adjusting corporate  debt,  this  year's 
will  stem  from  operations. 


'. 

1 

Cash  Generated 

Cash  & 

Net 

from 

Marketable 

Income 

Operations 

%  Change 

Securities 

Company 

(millions) 

(millions) 

from  1974 

(millions) 

Automotive: 

Chrysler 

$  -282.4 

$        82.4 

-72.4 

$      227.7 

Firestone  Tire  &  Rubber 

134.3 

285.2 

-5.2 

193.0 

Ford  Motor 

227.5 

1,287.9 

-5.4 

950.2 

General  Motors 

1,253.1 

3,405.0 

23.3 

3,382.9 

General  Tire  &  Rubber 

62.4 

123.3 

-2.9 

89.3 

BF  Goodrich 

25.6 

107.9 

-18.7 

50.2 

Goodyear  Tire  &  Rubber 

*161.6 

359.5 

2.3 

73.7 

Uniroyal 

23.0 

100.8 

-15.4 

49.0 

Chemicals: 

Dow  Chemical 

615.7 

1,008.0 

-0.4 

374.9 

E  1  duPont 

271.8 

873.1 

-8.0 

139.2 

WR  Grace 

166.7 

307.0 

32.2 

206.1 

Monsanto 

306.3 

551.8 

9.4 

425.6 

Union  Carbide 

381.7 

777.5 

-7.1 

585.1 

Forest  Products: 

Georgia-Pacific 

148.0 

281.8 

-2.1 

48.3 

International  Paper 

218.0 

459.6 

10.7 

239.8 

Weyerhaeuser 

191.9 

465.8 

4.9 

179.9 

Metals: 

Alcoa 

64.8 

214.9 

-^1.8 

37.9 

Armco  Steel 

116.7 

227.3 

-29.2 

43.7 

Bethlehem  Steel 

242.0 

524.2 

-7.0 

366.6 

Kaiser  Aluminum  &  Chem 

94.7 

155.8 

-1.3 

26.2 

National  Steel 

58.0 

202.7 

-31.5 

60.1 

Republic  Steel 

72.2 

194.8 

-27.3 

57.8 

Reynolds  Metals 

60.0 

124.3 

-35.2 

65.6 

US  Steel 

559.6 

954.2 

-8.3 

681.3 

Multicompanies: 

General  Electric 

580.8 

980.0 

-2.2 

853.2 

Gulf  &  Westem 

140.1 

233.1 

24.1 

224.5 

International  Tel  &  Tel 

398.2 

729.3 

18.7 

214.0 

RCA 

110.0 

368.5 

-8.0 

279.8 

Teledyne 

101.7 

178.1 

5.9 

213.5 

Westinghouse 

165.2 

334.6 

4.8 

374.6 

White  Consolidated 

46.9 

66.2 

17.2 

39.5 

Office  Equipment: 

Addressograph-Multigraph 

4.9 

23.7 

44.5 

15.6 

Burroughs 

164.4 

298.4 

0.8 

77.3 

Honeywell 

76.5 

367.6 

1.6 

243.8 

IBM 

1,989.9 

4,049.5 

9.4 

4,768.3 

NCR 

65.9 

228.9 

-11.9 

188.7 

Sperry  Rand 

131.4 

280.5 

1.2 

23.0 

Xerox 

244.3 

946.1 

-1.5 

295.1 

Oil: 

Exxon 

2,503.0 

3,574.4 

-30.0 

4,649.4 

Kerr-McGee 

131.1 

214.9 

11.6 

100.0 

Mobil  Oil 

809.9 

1,137.2 

-41.1 

1,134.7 

Shell  Oil 

514.8 

1,159.2 

1.7 

782.8 

Standard  Oil  (California) 

772.5 

1,357.6 

-8.3 

714.1 

Texaco 

830.6 

881.8 

-66.5 

688.5 

Other: 

American  Tel  &  Tel 

3,147.7 

9,067.0 

12.7 

1,123.5 

Anheuser-Busch 

84.7 

155.3 

24.1 

224.1 

CBS 

122.9 

145.4 

5.0 

267.8 

Combustion  Engineering 

44.6 

80.0 

12.7 

51.6 

Delta  Air  Lines 

37.4 

199.2 

-22.3 

83.4 

General  Dynamics 

81.1 

165.5 

39.8 

30.9 

MCA 

95.5 

135.3 

77.3 

133.5 

McDonnell  Douglas 

85.6 

141.8 

-27.7 

31.5 

Motorola 

41.1 

92.0 

-21.2 

63.8 

Nabisco 

59.0 

104.4 

22.0 

21.0 

Owens-Corning-Fiberglas 

41.8 

123.6 

56.9 

98.0 

Texas  Instruments 

62.1 

154.4 

-12.7 

266.6 

UAL 

-5.3 

203.7 

—49.1 

417.8 

Warner-Lambert 

163.9 

209.7 

6.1 

270.2 

Whirlpool 

58.9 

96.7 

51.3 

113.5 

Zenith 

26.0 

44.9 

41.6 

23.9 

Totals  &  Averages 

19,102.3 

41,603.3 

-7.4 

27,655.6 
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Short-Term 

Long-Term 

1  Change 

Inventories 

%  Change 

Currer 

t  Ratio 

Debt 

%  Change 

Debt 

%  Change 

Debt/Equity 

Ratio 

om  1974 

(millions) 

from  1974 

1974 

1975 

(millions) 

from  1974 

(millions) 

from  1974 

1974 

1975 

-14.9 

$  2,068.8 

-15.7 

1.4 

1.3 

$      434.1 

-46.0 

$  1,067.4 

7.2 

0.4 

0.4 

151.6 

803.9 

-2.0 

2.0 

2.1 

200.1 

18.7 

720.4 

13.9 

0.4 

0.4 

56.8 

3,806.8 

-10.5 

1.3 

1.3 

812.5 

-36.6 

1,533.9 

3.9 

0.2 

0.2 

152.8 

5,690.9 

-11.1 

1.9 

2.0 

807.2 

1.0 

1,223.1 

39.5 

0.1 

0.1 

15.7 

285.0 

-13.5 

1.8 

2.3 

41.8 

-39.7 

359.4 

3.8 

0.6 

0.5 

56.7 

408.4 

-19.0 

2.4 

2.4 

51.1 

-11.4 

438.6 

-7.2 

0.6 

0.5 

—27.0 

1,219.1 

—4.4 

1.8 

1.8 

366.4 

-36.6 

880.1 

-4.6 

0.5 

0.4 

9.9 

528.9 

—4.3 

2.3 

2.3 

123.7 

-9.6 

463.4 

-4.8 

0.7 

0.6 

-11.4 

802.6 

11.2 

1.4 

1.5 

345.3 

28.7 

1,563.2 

19.8 

0.6 

0.6 

8.8 

1,220.5 

—14.1 

2.6 

2.0 

540.1 

68.5 

888.7 

12.0 

0.2 

0.2 

29.8 

576.3 

-15.4 

1.8 

1.9 

199.7 

-1.9 

572.7 

-10.9 

0.7 

0.5 

31.3 

526.1 

-17.4 

2.9 

3.4 

21.3 

49.0 

845.3 

44.0 

0.3 

0.4 

37.3 

1,149.0 

5.2 

2.2 

2.5 

214.3 

1.4 

1,277.5 

42.9 

0.3 

0.4 

-29.7 

376.7 

6.4 

2.2 

2.7 

98.6 

-30.4 

906.9 

3.9 

0.9 

0.7 

-27.5 

343.7 

5.9 

2.1 

1.9 

133.0 

54.8 

1,137.2 

56.4 

0.5 

0.7 

270.2 

332.6 

-2.7 

1.7 

2.0 

73.3 

161.8 

929.5 

1.5 

0.6 

0.5 

^0.3 

621.2 

9.7 

2.2 

2.7 

18.6 

8.8 

1,254.0 

34.6 

0.5 

0.7 

-77.6 

565.2 

8.1 

2.0 

2.4 

46.8 

-54.9 

586.6 

25.1 

0.4 

0.4 

-45.7 

619.9 

21.4 

1.6 

1.9 

24.2 

210.3 

856.9 

32.2 

0.2 

0.3 

-67.4 

471.0 

18.3 

1.8 

1.9 

106.2 

74.4 

695.4 

-1.9 

0.8 

0.7 

-e^.6 

444.9 

59.7 

1.5 

1.5 

17.2 

-38.1 

534.3 

32.4 

0.3 

0.4 

-73.4 

331.2 

28.8 

1.9 

2.3 

12.7 

-53.8 

362.1 

36.6 

0.2 

0.3 

-41.7 

550.9 

9.5 

2.7 

2.9 

108.4 

5.9 

867.2 

-9.7 

1.1 

0.9 

-41.8 

1,160.0 

66.9 

1.7 

1.8 

30.2 

9.4 

1,536.4 

16.1 

0.3 

0.3 

129.5 

2,114.9 

—6.3 

1.3 

1.4 

650.3 

0.3 

1,038.2 

-13.1 

0.3 

0.3 

15.1 

749.7 

44.7 

1.9 

2.2 

178.4 

-14.4 

1,374.2 

17.0 

1.7 

1.4 

-15.4 

2,255.3 

-5.1 

1.3 

1.5 

1,053.1 

-34.6 

2,171.6 

8.6 

0.5 

0.5 

-11.9 

729.0 

-8.7 

1.6 

1.6 

296.5 

-29.5 

957.6 

6.1 

0.8 

0.8 

'l39.8 

149.0 

-19.9 

2.3 

2.6 

4.7 

23.7 

363.0 

-0.5 

0.7 

0.7 

171.8 

1,213.0 

59.9 

1.8 

1.4 

131.8 

—44.2 

610.2 

-27.6 

0.4 

0.3 

15.8 

347.4 

12.2 

2.8 

2.8 

22.1 

-56.2 

268.1 

3.5 

1.0 

0.8 

160.0 

147.0 

-10.5 

1.9 

2.0 

35.9 

—48.7 

78.5 

-10.4 

0.4 

0.4 

46.1 

550.5 

21.7 

1.5 

1.4 

419.1 

33.1 

197.1 

31.4 

0.2 

0.1 

235.3 

385.1 

-27.9 

1.6 

1.8 

208.4 

-43.4 

489.6 

12.3 

0.4 

0.4 

25.3 

740.7 

7.6 

2.2 

2.4 

214.3 

-10.9 

295.1 

-12.1 

0.0 

0.0 

234.0 

605.2 

-18.1 

1.8 

-  2.1 

136.0 

-50.7 

664.1 

22.8 

0.8 

0.8 

-12.2 

965.8 

16.5 

1.7 

1.7 

415.0 

46.2 

455.4 

40.6 

0.4 

0.4 

30.2 

464.9 

-9.3 

1.6 

1.5 

251.9 

-28.7 

1,129.2 

9.5 

0.5 

0.5 

-2.3 

3,995.8 

-5.1 

1.6 

1.5 

1,598.1 

-7.6 

3,451.1 

13.1 

0.2 

0.2 

6.0 

228.2 

15.1 

1.7 

2.0 

27.3 

40.7 

216.4 

36.4 

0.3 

0.2 

13.6 

2,204.3 

12.2 

1.1 

1.2 

498.5 

-38.7 

1,834.4 

6.1 

0.3 

0.3 

26.3 

611.5 

25.2 

1.6 

1.6 

34.4 

-34.8 

1,202.1 

23.1 

0.3 

0.3 

22.6 

1,164.9 

6.0 

14 

1.2 

115.9 

—5.4 

1,347.1 

32.7 

0.2 

0.2 

8.7 

2,488.7 

-2.1 

1.5 

1.4 

384.4 

-39.4 

2,234.2 

17.8 

0.2 

0.2 

0.2 

450.4 

0.1 

0.7 

0.8 

2,228.8 

-24.4 

31,793.3 

7.6 

0.9 

0.8 

152.9 

-r37.4 

22.0 

2.2 

2.6 

— 

— 

342.2 

77.1 

0.3 

0.5 

34.3 

136.8 

-11.5 

2.4 

2.3 

4.3 

-10.4 

98.9 

-4.2 

0.2 

0.1 

20.6 

375.0 

6.9 

1.3 

1.3 

2.5 

-92.7 

98.3 

-3.9 

0.3 

0.2 

308.8 

13.9 

2.2 

0.7 

0.9 

59.2 

200.5 

409.7 

5.5 

0.5 

0.5 

67.0 

521.7 

11.0 

1.3 

1.4 

119.0 

-26.3 

118.6 

25.4 

0.2 

0.2 

526.8 

92.8 

-6.7 

1.3 

1.5 

— 

-100.0 

— 

-100.0 

0.1 

— 

337.5 

1,638.0 

-1.3 

1.3 

1.6 

145.5 

-55.0 

245.7 

136.3 

0.1 

0.3 

21.5 

282.1 

-12.5 

2.3 

2.6 

54.3 

-39.8 

119.2 

-19.4 

0.3 

0.2 

■-37.9 

275.3 

-13.2 

1.5 

1.6 

62.9 

-63.3 

225.5 

-0.4 

0.5 

0.5 

782.9 

81.3 

-7.9 

2.1 

2.4 

14.4 

-37.9 

168.4 

20.1 

0.4 

0.4 

72.2 

14*2.9 

—27.9 

1.9 

2.2 

46.5 

-38.3 

47.5 

-34.8 

0.1 

0.1 

-9.9 

141.2 

15.5 

1.7 

1.6 

53.9 

132.3 

977.6 

4.1 

0.8 

0.8 

85.8 

473.6 

—4.7 

2.5 

3.3 

44.2 

-65.8 

261.6 

130.3 

0.1 

0.2 

383.0 

247.7 

-19.1 

2.0 

2.7 

17.0 

-81.3 

125.4 

50.7 

0.2 

0.3 

60.4 

199.0 

-12.2 

1.6 

2.3 

21.2 

-83.0 

50.0 

410.2 

0.0 

0.2 

18.3 

52,274.1 

-0.8 

1.8 

2.0 

14,376.6 

-19.6 

76,959.3 

10.5 

0.5 

0.5 
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Hot  Seat 


General  Electric  is  staying  in  the  mass  transit  field 

where  some  rivals  are  pulling  out.  It's  a  risk  for  the  company 

and  a  real  test  for  Tom  Vanderslice,  the  guy  in  charge. 

American  industry  has  lost  literally 
hundreds  of  millions  of  dollars  in  an 
effort  to  be  responsive  to  the  obvious 
social  need  for  more  and  better  mass 
transportation.  Again  and  again,  the 
market  has  proved  to  be  a  will-o'-the- 
wisp  so  far  as  profits  are  concerned. 
An  ambitious  venture  into  building 
subway  cars  for  San  Francisco's 
BART  system  pushed  Rohr  Corp.  in- 
to technical  default  on  its  long-term 
debt.  Boeing,  industry  reports  say, 
may  drop  $30  million  on  Boston  and 
San  Francisco  streetcar  contracts.  Pull- 
man lost  millions  in  the  business,  and 
Budd  Co.  and  General  Steel's  St. 
Louis  Car  division  have  thrown  in  the 
towel  on  self-propelled  cars. 

In  1973,  General  Electric  Co.  put 
Thomas  Aquinas  Vanderslice,  now 
44,  on  a  very  hot  seat.  It  made  the 
former  computer  engineer  head  of  its 
$2-billion  Special  Systems  and  Prod- 
ucts Group,  which  includes  construc- 
tion materials,  information  systems 
and  communications,  but,  most  im- 
portant, transportation,  whose  thorny 
part  is  GE's  venture  into  building 
mass  transit  railway  cars.  Vanderslice 
was  supposed  to  exterminate  the  bugs 
in  a  144-car  joint  order  for  New  York's 
Metropolitan  Transportation  Author- 
ity and  Connecticut's  Department  of 
Transportation.  He  was  also  ordered 
to  look  hard  at  the  business  with  an 
eye  to  staying  or  running. 

Vanderslice's  recommendation  was 
somewhat  equivocal:  In  effect,  he 
said  GE  should  stay  in  the  business 
because  it  had  the  technology  and 
the  knowhow  to  offer;  but  it  should 
stay  in  on  its  own  terms,  not  those 
prevailing  in  the  business. 

He  recognized  that  despite  all  the 
speechifying  on  the  subject,  mass 
transit  ranked  very  low  among  Wash- 
ington's gut  priorities.  Instead  of  the 
widely  used  figure  of  1,200  new  cars 
per  year,  effective  demand  would  av- 
erage only  500  per  year  through 
1980.  That  made  it  far  closer  to  a 
$1 -billion  market  over  the  next  five 
years.  And  instead  of  being  big 
enough  for  five  domestic  companies, 
it  could  profitably  support  only  two, 
or  perhaps  three  at  the  most. 

Second,  the  study  confirmed  that 
fixed-price  contracts  in  this  field  were 
a  trap.  Besides  inflation  and  other 
more  purely  financial  factors,  the  in- 
creasing technical  sophistication  of 
each  car  was  lifting  the  average  price 


"Unless  we  can  change  the  fundamental  way  that  business  is  done  in  mass 
transit,    we    are    not    going   to    be    in    it,"    says    GE's    Dr.    Tom    Vanderslice. 


per  car  from  $140,000  to  close  to 
$800,000.  Worse,  aerospace  compa- 
nies were  trying  to  buy  their  way  into 
the  field  by  making  ridiculous  bids. 
(Boeing's  rumored  loss  on  the  Boston 
and  San  Francisco  car  contracts  was 
almost  exactly  the  amount  that  GE 
figured  its  rival  had  underbid. ) 

Since  then,  Vanderslice  has  put 
GE's  mass  transit  operation  solidly  in 
the  black.  He  did  so  by  taking  a 
tough,  uncompromising  stance.  He 
pressured  the  Department  of  Trans- 
portation and  transit  authorities 
throughout  the  country  to  impose 
fewer  restrictions,  allow  more  stan- 
dardization, and  avoid  terms  and  con- 
ditions in  local  contracts  that  would 
virtually  guarantee  a  loss. 

Bargaining  Counters 

Such  loss-prone  contracts  had  been 
signed  in  the  past  only  because  his- 
torically they  were  never  lived  up  to; 
they  were  used  instead  as  bargaining 
weapons  by  politicians  in  dealing  with 
carbuilders.  That  game  ended  when 
Dr.  William  Ronan,  then  chairman  of 
New  York's  Metropolitan  Transporta- 
tion Authority,  insisted  that  GE  live  up 
to  its  contract  with  MTA. 

Recently,  GE  had  refused  to  bid 
on  Atlanta's  new  system  because  of 
onerous  contract  terms.  After  many 
changes  in  those  terms,  GE  bid  $70 
million— way  above  the  only  other  bid, 
by  Franco-Beige,  of  $54  million. 

These  new  trends  may  be  welcome, 
but  they  do  not  make  Vanderslice  feel 
committed  to  remain  in  mass  trans- 
portation equipment.  Besides  more 
such  changes— especially  standardiza- 
tion of  cars- GE  will  probably  stay  in 


the  business  only  if  it  can  see  a  regu- 
lar, steady  flow  of  orders.  To  do  a 
good  job,  says  Vanderslice,  he  must 
keep  intact  a  talented  and  thus  ex- 
pensive team.  But  Government  fund- 
ing has  been  so  inconsistent  as  to  cre- 
ate a  roller-coaster  cycle. 

While  GE  now  has  enough  orders 
on  the  books  to  keep  profitably  busy 
through  1978,  the  stay-or-quit-the- 
business  decision  will  be  reviewed  an- 
nually. Says  Vanderslice,  "One  of  the 
big  things  will  be  the  level  of  Fed- 
eral Government  funding,  and  wheth- 
er you  can  work  out  terms  and  con- 
ditions so  that  anyone  can  bid." 
Americans  are  ambivalent  about  bet- 
ter mass  transit.  In  theory,  they  want 
it.  In  practice,  they  are  reluctant  to 
pay  the  huge  cost— and  they  love  the 
freedom  of  owning  their  own  cars. 

Meanwhile,  Tom  Vanderslice  is  a 
man  to  watch  at  GE.  If  he  can  do  as 
well  in  his  other  businesses  as  he 
has  in  mass  transit,  he  could  be  a 
promising  candidate  for  GE's  top 
spot  when  Chairman  Reginald  Jones 
steps  down  around  1983.  He's  the 
kind  of  scientist  turned  manager  they 
tend  to  pick  to  run  GE.  A  graduate  of 
Boston  College  and  Catholic  Univer- 
sity, he  was  a  Fulbright  scholar  and 
a  brilliant  engineering  student;  he  was 
one  of  a  handful  to  come  out  of  GE's 
computer  debacle  with  reputation  in- 
tact. Seemingly  relaxed,  he  sometimes 
betrays  his  tension  by  biting  through 
the  stem  of  his  ever-present  pipe. 

Tom  Vanderslice  may  go  through 
quite  a  number  of  pipe  stems  before 
he  finishes  his  ma.ss  transit  assignment, 
but  then  that's  what  they  like  at  GE: 
people  who  can  handle  the  hot  ones.  ■ 
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ONE  MX  BITE 


Dean  Witter  strongly  believes  that  the  double  taxation  of  dividends 
is  an  inequity  that  needs  immediate  attention.  (By  "double  taxation"  we 
mean  the  policy  of  first  taxing  corporate  profits  and  then  collecting  an  in- 
come tax  when  the  remaining  profits  are  distributed  to  stockholders.) 

A  number  of  proposals  are  being  made  to  encourage  broader  investor 
participation.  Rightfully  so.  America's  capital  needs  are  enormous  for  the 
next  decade.  And  we  must  quickly  make  it  attractive  for  individuals  and 
corporations  to  put  their  capital  to  work  productively 

The  double  taxation  of  dividends  has  just  the  opposite  effect.  It  en- 
courages debt  financing  and  discourages  equity  financing. 

The  same  is  true  of  the  excessive  capital  gains  tax  on  securities.  We 
bel  ieve  this  tax  should  be  reduced  sharply  for  long-term  holders  of  equities. 
In  this  way  we  can  strengthen  American  industry's  financial  base  by  en- 
hancing the  attractiveness  of  the  equity  market. 

^  As  one  of  the  securities  industry's  largest  firms,  we  are  deeply  con- 
cerned about  double  taxation  from  two  standpoints.  Because  we  serve 
some  500,000  clients,  we  clearly  see  the  dampening  effect  this  policy  has 
had  on  individual  investors.  And  in  our  role  of  helping  to  finance  corpora- 
tions, we  see  how  it  complicates  the  task  of  raising  new  capital. 

We  firmly  bel  ieve  the  laws  must  be  changed  promptly  so  that 
America  will  be  better  prepared  to  meet  its  growing 
need  for  new  capital.  We  urge  you  to  make  your  views 
known  to  your  Senators  and  Representatives. 

It's  not  an  us-vsrthem  issue. 

We're  all  in  the  same  boat. 


It  took  75  years  to  put  these  pieces  together. 


Now  some  politicians  ivaiit  to  taice  them  apart. 


There  are  people  who 
want  to  dismember  America's 
integrated  oil  companies— 
those  companies  that  do  the 
whole  job  from  exploration 
through  marketing. 

Today,  more  than  50  inte- 
grated oil  companies  compete 
for  your  business.  Hundreds 
of  firms  compete  in  various 
phases  of  the  industry— explo- 
ration, production,  refining, 
transportation,  and  marketing. 

What  would  happen  if  the 
oil  companies  were  taken  apart? 

Ironically,  prices  would 
go  up,  not  down.  A  so-called 
breakup  would  destroy 
the  efficient  integrated  system 


and  create  a  need  for  a  new 
layer  of  costly  and  unneces- 
sary "middlemen."  Addition- 
ally, the  chaos  created  by  such 
a  breakup  would  make  it 
tougher  for  the  industry  to 
attract  the  capital  it  needs. 
Millions  of  Americans  in  oil 
and  oil-related  industries 
could  lose  their  job  security. 
Technical  advances  would  be 
slowed  down.  Money  needed 
to  search  for  new  supplies 
would  dry  up. 

The  result?  Less  domestic 
oil  would  he  available, 
increasing  our  dependence  on 
foreign  oil.  America  could  be 
weakened.  You,  the  consumei; 


would  be  less  certain  of 
getting  the  oil— the  automo- 
tive gasoline  and  home- 
heating  hiel  and  other  prod- 
ucts you  need— when  you 
need  it, while  paying  more 
for  what  you  get. 

Before  it's  decided  to  take 
apart  the  oil  companies— let's 
find  out  just  who  would 
benefit.  We  firmly  believe  it 
wouldn't  be  you. 


TEXACO^ 


We*re  worlung  to  keep  your  trust. 


Gone  With  The  Winds 

Leo  Goodwin  inherited  a  small  fortune  and  watched  it 
grow  vast.  Then,  in  a  twinkling,  it  was  almost  gone. 


Until  recently  Leo  Goodwin  Jr. 
was  one  of  America's  wealthiest  men, 
with  a  fortune  on  paper  of  $150  mil- 
hon;  he  and  his  family  once  owned 
25%  of  Go\ernment  Employees  Insur- 
ance Co.  Today  Goodwin  may  be, 
technically  at  least,  almost  broke. 

Goodwin,  61,  is  a  former  Texas 
Ranger,  whose  father,  a  Texas  insur- 
ance auditor,  dreamed  up  the  idea 
that  was  to  become  GEICO.  Except 
for  a  seat  on  the  board,  Goodwin 
ne\  er  was  acti\'e  in  GEICO's  man- 
agement. But  his  legacy  included  1 
million  shares  of  the  stock,  and  in- 
terests in  another  million  shares 
through  various  family  trusts.  The 
idea  that  made  the  Goodwins  rich 
was  a  natural  for  its  time— selling  lia- 
bility coverage  at  low  cost  to  pre- 
ferred-risk automobile  owners  by  mail. 

But  times  changed,  and  GEICO 
didn't  move  fast  enough.  Late  last 
month,  a  local  bank  put  part  of  Good- 
win's $l-million  pink-brick  Ft.  Lau- 
derdale, Fla.  home  up  for  auction. 
The  sale  never  took  place,  but  only 
because  of  a  technicality:  In  its  haste 
to  collect,  the  bank  by  mistake  at- 
tached the  empty  lot  where  Good- 
win's police  dogs  liked  to  romp. 

Goodwin  is  not  the  only  loser  from 
GEICO's  near  collapse.  Benjamin  Gra- 
ham, the  founder  of  modern  security 
analysis  and  the  man  who  took 
GEICO  public  in  1948,  was  stuck 
with  39,000  shares,  once  worth  over 
$2  million,  now  almost  worthless. 
( For  other  losers,  see  box,  p.  28. ) 

What  made  Goodwin's  personal 
loss  doubly  damaging  was  that  he 
used  500,000  GEICO  shares  as  loan 
collateral  for  speculative  ventures. 

Like  most  rich  men,  Goodwin  has 
diversified  his  assets.  He  owns  a  Ft. 
Lauderdale  marina  and  hotel,  as  well 
as  considerable  cast  coast  real  estate 
and  200  oil  wells.  But  the  GEICO 
stock  was -the  core  of  his  empire, 
yielding  $1  million  a  year  in  divi- 
dends alone  before  payments  ended 
in  1975's  second  quarter.  As  collater- 
al, the  GEICO  stock  was  very  val- 
uable when  it  sold  for  40,  50,  even 
60  a  share,  but  it  dropped  to  $4  a 
share  in  January  before  trading  was 
suspended  b.y  the  Securities  &  Ex- 
change Commission.  As  collateral, 
ihen  at  least,  it  was  worthless. 

The  loans  that  brought  Goodwin 
down  trace  back  to  the  early  Seven- 
ties—after Goodwin  married  his  since- 
divorced  second  wife.  "She  wanted  to 
be   the  queen  of  Ft.   Lauderdale  so- 


ciety," he  explains.  "That  leaves  me 
colder  than  a  mackerel,  but  I  went 
along."  That's  how  Goodwin  met  Wil- 
liam Runnstrom,  a  dapper  former  in- 
ternational executive  for  Johnson  & 
Johnson  with  visions  of  big  deals. 

Runnstrom  convinced  Goodwin,  a 
relatively  frugal  man  considering  his 
wealth,  to  put  up  GEICO  stock  to 
finance  a  business  acquisition  binge. 
"He  had  all  Leo's  money  he  wanted 
and  plans  to  build  a  great  conglomer- 
ate," says  one  friend.  By  1974  Runn- 
strom Industries  had  picked  up  eight 
small  firms— including  Dixie  Lumber 
and  Seabird  Boat— with  combined  an- 
nual revenues  of  $30  million. 

The  Debacle 

Runnstrom's  companies  were  hit 
hard  by  Florida's  construction  slow- 
down and  sinking  small  boat  sales. 
These  businesses  needed  more  cash 
at  the  same  time  GEICO's  stock  price 
was  dropping  steadily.  There  was 
nearly  $28  million  in  debt,  most  of  it 
secured  by  Goodwin's  GEICO  shares. 
"None  of  the  bankers  paid  much  at- 
tention to  what  Runnstrom  was  do- 
ing with  the  money  as  long  as  Good- 
win signed  on  the  loans,"  says  a  Ft. 
Lauderdale  attorney. 

Last  year  lenders  started  after 
Goodwin,  not  Runnstrom,  when  loans 
to  the  company  needed  more  collater- 
al. Hence  the  judgment.  Hence  the 
near  sale  of  his  home. 

Of  course,  Goodwin's  assets  still  ex- 
ceed his  liabilities.  "We  have  a  cash 
flow  problem,"  says  Barry  Chapnick, 
one  of  Goodwin's  attorneys.  "To  Leo 
that's  just  a  fly,  a  mosquito,  a  pain  in 
the  pants.  The  big  banks  understand. 
Just  call  it  an  informal  workout." 


Indeed,  Goodwin's  major  creditors 
—like  Bankers  Trust,  Citibank  and 
Washington,  D.C.'s  Riggs  National- 
are  willing,  even  anxious,  to  keep  him 
afloat.  But  the  hometown  folks  aren't 
so  nice.  In  March,  Pan  American 
Bank  of  Broward  County  moved 
against  his  home;  other  banks  have 
similar  suits  in  the  works. 

Like  many  rich  men,  Goodwin 
little  heeded  his  own  financial  affairs. 
For  a  time,  Runnstrom  had  a  free 
hand.  But  today  Goodwin  has  a  sta- 
ble of  professional  advisers  headed  by 
David  Sowell,  a  former  Baltimore  in- 
vestment banker.  "Never  go  into  busi- 
ness with  friends,"  Goodwin  advises. 

Goodwin  and  Runnstrom  have  now 
severed  their  ties,  with  Runnstrom 
heavily  in  debt  to  Goodwin  and 
Goodwin  liable  to  the  banks.  But 
Goodwin,  who  still  carries  a  .38  cali- 
ber revolver  wherever  he  goes,  is  on 
better  terms  with  his  old  law  enforce- 
ment friends.  In  fact,  over  the  past 
four  years  Goodwin  has  poured  al- 
most $5  million  into  the  nonprofit  Na- 
tional Intelligence  Academy,  the  U.S.' 
only  private  police  school. 

NIA  was  the  brainchild  of  Jack 
Holcomb.  His  company.  Audio  Intel- 
ligence Devices  ("the  world's  largest 
manufacturer  of  electronic  intelligence 
equipment"),  shares  the  school's  un- 
marked white  building  near  the  Ft. 
Lauderdale  executive  airport.  The 
academy,  funded  by  the  Leo  Good- 
win Foundation,  teaches  several  hun- 
dred policemen  a  year  how  to  use 
advanced  bugging  and  tracking  gear 
of  the  sort  that  Holcomb  makes. 

The  state-licensed  school's  curricu- 
lum starts  with  basic  electronics.  It 
ranges  to  exotics  like  proper  use  of 
night  vision  and  voice  spectrograph 
equipment.  There  is  a  mock  motel 
room  to  try  out  concealed  microphone 
placement  and  a  scale-model  city  to 
use  in  planning  surveillance  routes. 
"We  look  at  this  thing  the  way  Gen- 
eral Motors  looks  at  a  driving  school," 


There's  a  financial  cloud  over  Leo  Goodwin  Jr.'s  Ft.  Lauderdale  mansion. 
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^Xall  Tom  Gage. 
He'll  deliver 
coal  and 
nuclear  energy 
to  your  new  site/' 

Tom  Gage  is  Omaha  Public 
Power  District's  industrial  develop- 
ment expert.  He  can  show  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric 
power  from  fuel  sources  that  aren't 
subject  to  embargo  (coal  and 
nuclear).  OPPD's  Fort  Calhoun 
nuclear  plant  is  on-line  and  has 
produced  47%  of  the  electricity  used 
by  District  customers  in  1975.  In 
addition,  we  are  building  another 
coal-fired  unit  for  production  in 
1979,  and  another  nuclear  unit  for 
1983.  This  combination  of  present 
capacity  and  planned  additions  will 
ensure  OPPD  customers  an  ade- 
quate supply  of  electric  power  at 
reasonable  rates.  If  you  want  spe- 
cific answers  to  specific  questions, 
give  Tom  a  call  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 


2-04 


Tom  Gage,  Manager- 
Area  Development 
Omaha  Public  Power  District 
1 623  Harney  Street 
Omaha.  Nebraska  68102 
Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name. 
Title  _ 


Company 

Address 

City 


state 


Zip 


explains  Holcomb. 

In  1969,  Holcomb  was  booted 
out  of  the  Caribbean  island  of  An- 
guilla  in  connection  with  riots  there. 
His  firm  can  make  domestic  sales  only 
to  law  enforcement  agencies,  but  a 
significant  portion  of  its  near  $10- 
miUion  annual  revenues  comes  from 
overseas.  Secret  police  from  at  least 
one  foreign  country  (Venezuela)  have 
been  trained  at  NIA  sessions. 

Despite  frequent  criticism,  Good^^ 
win  is  proud  of  his  charitable  eflForts. 
"I  tell  my  wealthy  friends  there's  no 
use  giving  money  to  medical  schools 
or  art  galleries  while  organized  crime 
and   terrorist   groups   are   tearing   so- 


ciety   apart,"    Goodwin    says    grimly. 

Without  outside  help,  however,  it 
seems  unlikely  that  Goodwin  can  keep 
NIA  open.  Graduates  praise  the 
school,  but  the  foundation  supporting 
it  has  few  assets  beyond  its  now  near- 
ly worthless  800,000  GEICO  shares. 

Leo  Goodwin,  of  course,  is  unlike- 
ly to  die  broke.  "I'll  be  all  right  if 
GEICO  comes  back  to  $9  or  $10  a 
share,"  he  says.  If  GEICO  doesn't 
come  back,  selling  his  real  estate  or 
oil  interests  will  surely  satisfy  credi- 
tors. "This  really  doesn't  bother  me 
that  much,"  Goodwin  concludes.  "I 
never  worshiped  having  all  those  mil- 
hons  anyway."  It  was  fun,  though.  ■ 


From  The  Jaws  Of  Victory  .  .  . 


Though  he  lost  the  most,  Leo  Good- 
win wasn't  the  only  insider  to  be  hurt 
by  the  sudden  downfall  of  GEICO. 
Retired  Board  Chairman  David  Kree- 
ger,  a  Washington  art  patron  who 
occasionally  plays  violin  with  former 
Supreme  Court  Justice  Abe  Fortas, 
owns  nearly  650,000  shares  once 
worth  $40  million  on  paper.  Shelby 
Cullom  Davis,  a  GEICO  director  who 
made  a  fortune  analyzing  and  invest- 
ing in  insurance  stocks  before  he  be- 
came Ambassador  to  Switzerland, 
bought  15,000  shares  only  last  year. 

Norman  Gidden,  Kreeger's  succes- 
sor as  chairman,  sold  nearly  all  his 
GEICO  holdings  during  the  same  pe- 
riod, but  not  willingly:  Local  banks 
called  the  loans  he  had  arranged  to 
exercise  stock  options  during  the 
boom  years.  GEICO's  President 
Ralph  Peck  was  actually  buying  stock 
at  $19  as  recently  as  last  spring. 

Wall  Street  was  clobbered,  too.  In 
late  November,  a  business  publica- 
tion front-paged  GEICO  as  "poised 
for  recovery"  when  its  stock  was 
trading  at  $12.  January's  Institutional 
Investor  polled  money  managers,  who 
ranked  GEICO  as  its  top  insurance 
buy  for  1976.  Bache  &  Co.  refunded 
nearly  $1  million  to  customers  who 
bought  shares  at  $10.50  on  its 
recommendation— two  days  before 
GEICO's  January  announcement  of 
$57  million   in   fourth-quarter  losses. 

What  happened?  Of  course  1975 
was  a  tough  year  for  all  auto  insurers. 
It  was  tougher  for  GEICO  because 
the  company  isn't  diversified,  and  its 
customers  are  concentrated  in  states 
hke  Florida  and  New  York  where 
rate  reductions  for  no-fault  insurance 
weren't  offset  by  lower  claim  costs. 

What  set  GEICO  apart,  however, 
was  the  inadequacy  of  its  loss  re- 
serves. The  company  based  these 
claims  provisions  on  the  experience 
of  the  late  Sixties  and  early  Seventies 
and  adjusted  too  slowly  to  a  new  en- 


vironment. GEICO  had  a  $191-mil- 
lion  underwriting  loss  in  1975,  but  a 
hefty  chunk  of  that  came  because 
previous  years'  reserves  were  under- 
stated by  $66  million.  Management 
guessed  wrong  about  the  cost  of  set- 
tling those  claims.  Guessing  right, 
however,  might  have  meant  operating 
losses  for  1973  and  1974— spoiling 
the  earnings  record  Wall  Street  loved. 
So  GEICO  lost  $7.13  a  share  in  1975 
—more  than  total  profits   since   1970. 

Ironically,  executives  of  GEICO 
didn't  learn  the  significance  of  those 
faulty  reserve  assumptions  until  they 
called  in  outside  consultants.  A  re- 
port submitted  in  late  December  by 
Milliman  &  Robertson,  a  private  ac- 
tuarial firm,  triggered  the  January 
disclosures.  Shouldn't  corporate  of- 
ficers have  known  what  was  happen- 
ing sooner?  "We  were  somewhat  in- 
competent in  that  area,"  Board  Chair- 
man Gidden  told  stockholders  at  a 
stormy  annual  meeting. 

GEICO,  of  course,  has  outside  au- 
ditors. Where  were  they?  "We  don't 
play  a  part  in  how  a  company  de- 
cides what  reserves  it  needs,"  says 
Thomas  Linahan,  the  Ernst  &  Ernst 
partner  in  charge  of  the  GEICO  ac- 
count. "We  just  audit  the  amount  to 
see  if  it's  there." 

Meanwhile,  GEICO  is  struggling  to 
obtain  an  infusion  of  at  least  $75 
million  in  new  capital  to  keep  it  withr 
in  state  insurance  law  limits.  That 
may  mean  so  much  dilution  of  owner- 
ship that  the  present  common  stock 
has  Uttle  value.  In  addition,  the  SEC 
is  investigating  possible  leaks  of  the 
Milliman  &  Robertson  report  and 
heavy  trading  in  GEICO  shares  two 
weeks  before  the  company's  reverses 
were  made  public.  Changes  in  the 
executive  suite— probably  involving 
the  temporary  return  of  former  chair- 
man Kreeger— seem  inevitable. 

How  the  mighty  have  fallen!  And 
how   fast   they   can   fall    these   days! 
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A.B.  Dick  sets  a  new  productivity  standard 
with  its  Magna  lelectronic  typewriter. 


At  500  words  per  minute,  the  A.  B.  Dick  Magna  I 
typewriter  t^^es  three  times  faster  than  IBM  mag- 
card  typewriters.  That's  a  full-page  letter  in  45 
seconds,  36  repetitive  letters  an  hour. 

It's  IBM  mag-card-compatible. 

The  A.  B.  Dick  Magna  I  typewriter  is  compatible 
with  recorded  IBM  mag  cards.  So  you  don't  have  to 
convert  to  different  mag  cards  or  cassettes  to  triple 
your  output. 

It's  typist-oriented. 

Specially  prepared  training  programs  are  designed 
to  bring  each  Magna  I  typist  to  the  highest  level  of 
proficiency  in  the  shortest  period  of  time,  regardless 
of  previous  typing  skills. 


it's  self-analyzing. 

The  Magna  1  typewriter  diagnoses  its  own  malfunc- 
tions with  a  series  of  programs  on  mag  cards.  It  even 
prints  the  results,  so  that  nonfunctioning  parts  can 
be  found  and  replaced  quickly. 

It  offers  more. 

The  standard  features  of  the  A.  B.  Dick  Magna  I 
electronic  typewriter  compare  with  and  exceed  the 
optional  features  of  others,  which  often  cost  more. 
Let  us  tell  you  more.  Call  or  write:  Word  Processing 
Dept.,  A.  B.  Dick  Company,  5700  W.  Touhy  Avenue, 
Chicago,  Illinois  60646,  (312)  763-1900. 


500  words  per  minute! 
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A  Close  Call 


You've  heard  endlessly  about  all  those  bad  loans 
that  the  banks  made.  A  much  bigger  near-disaster 
went  almost  entirely  unreported. 


How's  this  for  timing? 

You  load  up  on  common  stocks  in 
the  Sixties  and  early  Seventies  when 
the  market  is  on  high  ground,  and 
then  you  sell  heavily  in  the  third 
quarter  of  1974  when  the  stock  mar- 
ket is  at  its  lowest  since  1962.  Then 
you  sit— sold  out— and  watch  the  Dow 
industrials  bounce  back  past  1000. 

We're  not  talking  about  the  prover- 
bial odd-lotters.  We're  talking  about 
the  $85-billion  fire-&-casualty  insur- 
ance industry,  which  as  recently  as 
1973  owned  $19.2  biUion  worth  of 
common  stocks.  In  1971  the  fire-&- 
casualty  companies— according  to  Se- 
curities &  Exchange  Commission  data 
—bought  on  balance  $2.2  billion  in 
common  stocks.  In  1972  they  bought 
$2.4  billion  more;  and  $1.7  billion 
more  in  1973.  Most  of  this  time,  the 
DJI  was  over  900.  They  were  buyers 
again  in  1974's  first  quarter. 

But  in  the  third  quarter  of  1974, 
when  panic  reigned  on  the  stock  ex- 
changes and  the  Dow  fell  from  806 
to  607,  the  fire-&-casualty  companies 
turned  around  and  tmloaded.  They 
sold  $628  million  more  than  they 
purchased  in  that  quarter  alone.  They 
have  been  selling  ever  since.  In  all, 
they  have  sold  net  a  probable  $2.5 
billion  worth  of  common  stock. 

No  wonder  the  fire-&-casualty  com- 
panies are  in  such  bad  shape!  Had 
they  held  the  stocks  they  sold  during 
the  past  two  years,  they  might  be  as 
much  as  $1  billion  ahead. 

But  don't  blame  portfolio  managers 
for  the  bad  timing.  In  most  cases, 
they  were  simply  taking  orders  from 
top  management.  And  top  manage- 
ment was  acting  to  protect  fast-dwin- 
dling surpluses. 

Only  in  retrospect  is  it  clear  how 
hairy  the  situation  was.  As  Theodore 
J.  Newton  Jr.,  Blyth  Eastman  Dillon's 
insurance  analyst,  puts  it:  "In  the  18 
months  through  June  1974  the  fire-&- 
casualty  industry,  including  mutually 
owned  companies,  sufi^ered  a  $10-bil- 
lion  decline  in  the  market  value  of 
their  stock  portfohos.  At  the  same 
time  they  were  running  big  losses  on 
insurance  underwritings.  The  possibili- 
ty of  going  under  was  very  real." 

What  happened  was  this:  It  was 
normal  practice  for  these  companies 
to  invest  an  amount  equivalent  to 
their  legal  surpluses  in  common  stocks 
—figuring  that  if  they  could  just  break 
even  on  underwriting,  a  rising  stock 


market  would  give  them  a  nice  profit. 
This  encouraged  a  rather  greedy  at- 
titude: Why  not  shave  rates  to  gen-  ^  had  become.  For  reserve  purposes,  an 


writing  business  beyond  this  level.  (A 
conservative  ratio  used  to  be  50%,  but 
times  change.)  As  the  surplus  shrinks 
with  the  stock  market,  the  company's 
exposure  increases. 

When  the  surplus  is  threatened 
both  by  the  stock  market  and  by 
losses  on  underwriting,  the  danger  be- 
comes quite  acute. 

Surprisingly  enough,  few  people 
were   aware   how   bad   the    situation 


erate  more  premiums  to  invest  in  the 
market?  Who  needed  underwriting 
profits  when  the  stock  market  was 
certain  to  keep  going  up?  As  the 
growth-stock  mania  spread  in  the  late 
Sixties,  many  insiurance  companies 
went  in  deeper  and  deeper.  By  1971 
some  companies  owned  stock  worth 
1.6  times  their  legal  reserves. 

A  company's  policyholder  surplus 
(legal  reserve)  is,  in  effect,  its  net 
worth.  How  can  it  invest  more  than 
its  net  worth  in  stocks?  Easy.  Just 
use  premium  money  as  it  comes  in. 

Bear  Trap 

Like  any  margin  buyers,  the  insur- 
ance companies  were  badly  punished 
by  the  bear  market.  Several  compa- 
nies lost  as  much  as  80%  of  their  legal 
surplus.  Most  of  them  had  followed 
the  professional  investing  herd  into 
high-priced,  so-called  growth  stocks. 

But  why  hold  on  through  thick  and 
thin  and  then  sell  out  at  the  bot- 
tom? There  was  no  choice.  In  case  of 
underwriting  disaster,  insurance  com- 
panies need  a  surplus  to  fall  back  up- 
on. As  a  rule  of  thumb,  a  conservative 
company  keeps  a  poUcyholder  surplus 
equal  to  about  25%  of  the  net  pre- 
miums  it   writes.    It   hesitates    about 


msurance  company  s  portfolio  is  re- 
evaluated every  year,  but  the  gain  or 
loss  does  not  flow  through  to  earnings 
unless  actual  stock  transactions  take 
place.  Thus  all  of  the  horrendous  pa- 
per losses  of  1973  did  not  show  up 
in  insurance  company  earnings  even 
though  they  were  eroding  reserves  at 
an  alarming  rate. 

The  investor  rarely  learns  about  the 
changing  value  of  the  stock  portfolio. 
The  usual  method  of  reporting  earn- 
ings, which  has  also  been  adopted 
by  most  securities  analysts,  is  to  start 
with  total  revenue  from  premiums 
and  interest  and  dividend  receipts  and 
deduct  from  the  total  the  cost  of  pay- 
ments on  claims,  the  profit  or  loss  on 
securities  sold,  overhead  and  taxes. 
This  leaves  net  income.  But  gains  or 
losses  not  realized  on  the  common 
stock  portfolio  are  shown  below  the 
line  and  do  not  figure  in  net  income. 
The  investor  may  never  learn  that  his 
apparently  profitable  company  is  giv- 
ing away  more  than  earnings  in  de- 
preciation of  the  portfolio. 

When  the  selling  of  stock  did  be- 
come heavy  in  1974,  the  insurance 
managers  were  sometimes  able  to  lim- 
it the  reported  losses  by  the  device  of 
selling  their  better-performing  stocks 
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Living  space. 

Is  there  life  in  space? 

If  the  materials  of 
life  exist  on  Mars,  the 
Viking  Lander  will  find 
out  this  year. 

And  RCA 

communications 
systems  will  send  the 
news  home. 

But  aside  from 
Mars,  space  is  virtually 
alive  with  RCA  systems. 

Satellites  to  monitor 
weather  and  the 
environment. 

Satellites  to  relay 
voice,  data  and  TV. 

It's  16  years  and 
60  satellites  since  RCAs 
Tiros  I. 

Not  to  mention  our 
systems  aboard  Apollo 
and  other  missions. 

If  there  is— or 
is  not— life  on  Mars, 
RCA  will  help  to  tell  it 
to  life  on  Earth. 

Innovating 
in  electronics. 

From  the  beginning. 
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Take  a  look  at 
a  new  company 

that's 

91  years  old 


For  the  last  five  years,  Stauffer  Chemical 
Company  has  been  refocusing  its  objectives. 

Specializing.  Balancing.  Upgrading  product 
mix.  Investing  capital.  Above  all,  growing. 

What's  Got  into  Us? 

People  who  remember  us  as  a  modest  growth, 
conservative  company  that  supplied  heavy  com- 
modity chemicals  to  industry  have  been  asking, 
"What's  got  into  Stauffer  anyway?" 

Here's  what's  got  into  us.  Renewed  ambition. 
Renewed  desire.  Renewed  devotion  to  the  goal 


of  profitability.  A  determination  to  prove  that  a 
chemical  company  can  be  a  dynamic  growth 
company.  That  it  can  manage  its  financial  future 
by  careful  planning  and  management  execution 
and  not  be  passively  dependent  on  the  ups  and 
downs  of  the  business  cycle. 

Proof  of  the  Pudding. 

We  think  we've  proved  the  point.  Sales  have 
nearly  doubled  in  the  last  five  years.  In  1975  net 
sales  were  ahead  11  percent  to  $950  million, 
compared  with  $859  million  the  year  before. 


$950 


NET  SALES 

Millions  of  Dollars 


$98.7 


1971     1972    1973     1974    1975 


1971     1972    1973    1974    1975 
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Record  earnings  gains  have  been  posted  for  16 
consecutive  quarters  compared  with  the  equiva- 
lent prior  year  period.  In  1975  earnings  were 
$9.19  per  share  on  a  fully  diluted  basis,  ahead 
by  27  percent  over  1974. 

Another  indicator.  Capital  expenditures 
averaged  $45  million  per  year  from  1970-73,  but 
will  jump  to  an  average  $200  million  peryearfor 
the  1975-77  period. 

A  Rejuvenated  Company. 

Behind  this  performance  stands  a  new  Stauffer. 
A  rejuvenated  company  with  a  new  philosophy 
and  a  new  structure. 

Our  new  philosophy  emphasizes  a  broad 
spectrum  of  specialty  items,  proprietary  in  nature 
and  offering  solid  and  sustainable  profit  mar- 
gins. Underpinning  the  emphasis  on  specialty 
items  is  a  continuing  involvement  in  basic  com- 
modity chemicals  and  an  internal  restructuring 
to  make  it  all  work. 

Eggs  in  8  Baskets. 

The  new  Stauffer  has  a  balanced  product  mix, 

with  bases  in  eight  business  areas: 

•An  agricultural  chemical  division,  which  pro- 
duces a  broad  line  of  proprietary  herbicides, 
insecticides,  fungicides  and  soil  fumigantsthat 
offer  the  farmer  a  good  return  on  his  investment 
by  increasing  the  yields  of  crops  which  supply 
food  for  America  and  the  world. 

•  A  specialty  chemical  division,  which  supplies 
flame  retardants,  functional  hydraulic  fluids, 
Crystex®  insoluble  sulfur  for  the  rubber  indus- 
try, silicones  for  sealants  and  other  uses,  cata- 
lysts and  pharmaceutical  intermediates. 

•A  food  ingredients  division,  which  supplies 
products  to  processors  of  many  types  of  foods, 
from  bread  and  cake  to  meat  and  cheese. 
These  products,  too,  are  solid  profit  proprietary 
items.  They  provide  convenience  and  cost  sav- 


ings to  our  customers,  as  well  as  unique  prop- 
erties that  improve  food  quality  and  allow 
development  of  new  food  products. 

•A  plastics  division,  which  offers  a  variety  of 
specialized  PVC  resins  and  fabricated  prod- 
ucts such  as  our  Series-50  flowable  dispersion 
resin,  vinyl  wallcoverings,  automotive  uphol- 
stery materials,  pressure-sensitive  decorative 
films,  and  vapor  barrier  film  for  construction. 

•An  industrial  chemical  division,  which  manu- 
factures and  supplies  the  building-block  com- 
modities, chlorine  and  phosphorus,  as  well  as 
supplying  other  chemicals  such  as  regenerated 
sulfuric  acid,  natural  soda  ash,  and  carbon 
d  isulf  ide  for  the  merchant  market. 

•  A  chemical  systems  division,  which  markets  — 
as  a  single  package— the  chemicals,  equip- 
mentand  technical  service  needed  forcleaning 
by  metal  finishers,  food  processors  and  indus- 
trial laundry  system  operators. 

•A  fertilizer  and  mining  division,  which  mines 
phosphate  rock  and  makes  phosphoric  acid 
and  mixed  fertilizers. 

•  An  international  operation,  whose  export  sales 
and  foreign  manufacturing  lastyearcontributed 
more  than  20  percent  of  the  Company's  net 
after-tax  earnings.  A  major  portion  of  those 
earnings  came  from  proprietary  products  with 
high  growth  potential. 

That's  Stauffer  Today. 

An  aggressive,  dynamic  company  on  the  way 
up,  with  diversity  and  balance  to  provide  rea- 
sonable protection  against  cyclical  swings. 
Proud  of  our  recent  growth,  we  are  dedicated 
to  even  greater  accomplishments  in  the  future. 

Take  a  closer  look. 
Write  for  a  copy  of  our 
Annual  Report.  Stauffer 
Chemical  Company,  Dept.  B, 
Westport.  CT  06880. 
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Measure  your  roll  towel  leftovers 
id  see  how  many  hand-dries  you  can  save 
with  the  new  Commander  rCabinet. 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  700-foot  roll  while  the  stub  roll- 
up  to  SVa  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  830  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Wiaste  Watchers. 
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Fort  Howard 
Paper  Saver 


1$  (nch«»  = 
1  hand  -IfY 


congratulations! 

Yooreusmg  every  mc 
;r,oll  towel  you  boy. 
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and  sitting  tight  with  the  big  losers. 

Even  today,  with  the  market 
bouncing  back  and  underwriting  ex- 
perience starting  to  improve,  many 
of  the  ratios  are  too  thin— as  the  table 
at  right  shows. 

Actually,  the  warnings  had  been 
flying  for  a  long  time;  but  they  were 
ignored.  The  year  1973  was  a  bad 
one  for  growth-stock  in\'estors:  The 
DJI  slid  from  1025  in  November  1972 
to  850  at  year-end  1973— and  growth 
stocks  were  harder  hit  than  that. 
When  A.M.  Best  &  Co.  totted  up  the 
figures  on  913  stock  casualty  compa- 
nies, the  industry  got  quite  a  shock. 
A  small  undeiwriting  gain,  $225  mil- 
lion, was  smothered  in  a  huge  port- 
folio loss— $1.4  biUion.  That  wasn't  the 
way  things  were  supposed  to  happen. 
But,  faith  dies  hard,  and  the  insur- 
ance companies  were  buying  right 
through  the  1973  disaster  and  well 
into  1974.  It  won't  repeat,  they  felt. 

But  repeat  it  did— in  spades.  A  fee- 
ble stock  market  rally  early  in  1974 
faded  and  the  stock  market  collapsed, 
sinking  below  600  on  the  DJI  for  the 
first  time  since  1962.  Like  any  margin 
traders,  the  fire-&-casualty  boys  had 
to  liquidate  at  the  worst  possible  time 
to  salvage  what  they  could.  Maybe 
the  market  was  a  raging  bargain, 
maybe  it  wasn't.  But  when  you've  lost 
much  of  your  capital,  you  can  no 
longer  take  a  chance. 

If  this  wasn't  bad  enough,  double- 
digit  inflation  v.'as  turning  a  small  un- 
derwriting profit  into  a  huge  under- 
writing loss.  Claims  went  way  up,  but 
inflation-conscious  insurance  commis- 
sions held  down  rate  increases.  The 
industry  lost  $1.8  billion  on  under- 
writing in  1974. 


Fire-&-Casualty  Company  Exposure 

Liability  insurers'  risks  are  a  function  of  the  volume  of  premiums  written 
and  the  amount  of  common  stock  in  relation  to  legal  surplus. 

Policyholder        Stock            Ratio:         Premiums         Ratio: 
Surplus  (PHS)    Holdings         Stock            Written        Premiums 
(millions)        (millions)       to  PHS         (millions)         to  PHS 

Aetna  Life  &  Cas. 
(consol.  fire  & 
cas.  operations) 

12-31-72 
6-30-74 
9-30-75 

816.8 
474.0 
414.0 

1,036.8 
893.3 
337.0 

1.3 
1.9 
0.8 

1,994.5 
1,592.7 
1,881.0 

1.7 
3.4 
4.5 

American  Internat'l 
Group 

12-31-72 

6-30-74 

12-31-75 

239.0 
218.5 
260.5 

293.6 
231.1 
261.2 

1.2 
1.1 
1.0 

405.2 
523.5 
662.3 

1.7 
2.4 
2.5 

Government 

Employees 

(GEICO) 

12-31-72 

6-30-74 

12-31-75 

140.5 

112.8 

49.3 

147.7 

120.9 

97.8 

1.1 
1,1 
2.0 

479.7 
551.8 
669.0 

3.4 

4.9 

13.9 

Hartford 

12-31-72 

6-30-74 

12-31-75 

866.4 
443.2 
539.8 

1,123.4 
810.0 
648.8 

1.3 
1.8 
1.2 

1,706.1 
1,740.0 
1,661.9 

2.0 
3.9 
3.1 

Si.  Paul 

12-31-72 

6-30-74 

12-31-75 

326.7 
142.5 
169.8 

528.1 

381.1 

95.0 

1.6 

2.7 
0.6 

558.1 
662.6 
785.8 

1.7 

4.7 
4.6 

Travelers 
(consol.  fire  & 
cas.  operations) 

12-31-72 

6-30-74 

12-31-75 

704.1 
453.2 
528.5 

819.0 
516.0 
259.4 

1.2 
1.1 
0.5 

1,520.2 
1,603.6 
2,010.4 

2.2 
3.5 

3.8 

U.S.F.&G. 

12-31-72 

6-30-74 

12-31-75 

746.4 
395.7 
381.9 

958.7 
710.8 
490.6 

1.3 
1.8 
1  3 

833.6 
897.8 
952.8 

1.1 
2.3 
2.5 

The  o\erall  damage  was  really 
frightening:  $3.3  billion  in  portfolio 
write-downs  brought  the  total  to  $5.1 
billion.  In  one  year,  26%  of  the  indus- 
try's total  surplus  melted  away. 

That  was  when  the  industry  de- 
cided it  could  no  longer  expose  its 
surplus  to  the  stock  market— especial- 
ly when  bond  yields  were  attractive. 

It's  sad  but  true:  At  a  time  when 
cool  heads  were  called  for,   most  in- 


surance people  acted  like  the  oddest 
of  odd-lotters.  They  were  swept  one 
way  in  the  euphoria  of  one-decision 
growth  stocks;  then  in  the  other  direc- 
tion in  the  panic  that  followed. 

One  of  the  first  to  throw  in  the 
towel  on  stocks  was  St.  Paul  Cos.  in 
Minneapolis.  St.  Paul  had  a  shrinkage 
of  $104  million  after  taxes  in  port- 
foho  value  in  1973  and  another  $108 
million    in    1974.    President    Carl    B. 


PROPERTY/CASUALTY  COMPANIES 

COMMON  STOCK  TRANSACTIONS 
PURCHASES 


1967    1968     1969    1970    1971    1972 
SOURCE:  SECURITIES  &  EXCHANGE  COMMISSION 


1973 


1794' 

*  CALCULATED  AT  ANNUAL  RATE 


1975 
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Diiikt'  Jr.  said  in  the  1974  annual  re- 
port: "To  present  further  erosion  and 
stal^ilize  the  capital  and  surplus  of  the 
companies,  [management]  chose  to 
li(]uidate  much  of  its  common  stock 
portfolio  in  the  last  half  .  .  ." 

In  just  a  few  months,  St.  Paul 
dinnped  $260  million  of  common 
slock  on  a  market  that  was  just  start- 
ing to  bottom  out.  On  Dec.  31,  1974, 
it  vva.s  still  sitting  with  common  stocks 
that  had  cost  it  $116  million  but  had 
a  market  value  of  only  $61  million. 
St.  Paul  had  postponed  taking  some 
of  its  roughest  losses. 

This  vast  shrinkage  of  surplus  had 
left  St.  Paul  badly  exposed.  Its  pre- 
miums now  amounted  to  5.4  times 
remaining  policyholder  surplus.  Since 
then  it  has  returned  to  4.6. 

The  near-collapse  of  long-profitable 
Government  Employees  Insurance  Co. 
(.see  p.  27)  also  owed  much  to  the 
stock  market  debacle.  So  did  that  of 
CNA  Financial  Corp.  CNA's  portfolio 
dropped  in  market  value  from  $473 
million  at  the  end  of  1973  to  $234 
million  at  the  end  of  1974. 

That  was  too  scary  even  for  Law- 
rence Tisch,  the  boss  of  Loews  Corp., 
which  bought  control  of  what  was 
left  of  CNA  in  December  1974.  Tisch 
(juickly  liquidated  nearly  all  of  CNA's 
remaining  stock  portfolio  in  order  to 


switch  into  more  staijle  bonds.  Tisch 
did  njost  of  his  unloading  between 
600  and  800  on  the  Dow  Jones  indus- 
trials. He  did  buy  bonds  when  yields 
were  in  the  9%  to  11%  range. 

However,  Tisch  is  nothing  if  not 
lucky.  Because  much  of  the  stock  had 
been  purchased  long  ago  at  much 
lower  prices,  CNA  was  able  to  show 
a  profit  on  the  stock  sold:  $73  million 
last  year.  This  in  spite  of  the  fact 
that  hundreds  of  milbons  of  dollars 
in  paper  profits  had  melted  away. 

Lemming  Strain 

CNA  and  Geico  are  extreme  cases. 
But  the  trend  was  well-nigh  imi\er- 
sal.  As  the  market  worsened,  Balti- 
more-based U.S.  Fidelity  &  Guaranty 
Co.  gradually  abandoned  its  long- 
standing stock-oriented  inxestment 
policy.  Early  in  ,1974  it  di\  erted  two- 
thirds  of  its  cash  flow  into  tax-exempt 
bonds.  As  the  year  wore  on,  USF&G 
management  switched  100%  to  tax 
exempts  for  its  new  investments,  mean- 
while selling  stocks  from  its  existing 
portfolio.  At  the  beginning  of  1975, 
equities  constituted  42%  of  USF&G's 
investment  portfolio;  they  were  only 
33%  by  yearend  even  though  the 
market  was  much  higher. 

With  underwriting  losses  under 
l)etter   control   and   the   stock   market 


higher,  USF&Ci  ended  last  >ear  wit'i 
a  policyholder  surplus  of  $382  mil- 
lion. That  was  50%  ahead  of  the  \eai 
earlier,  but  still  well  below  the  $537 
million  of  1973.  USF&G's  expericnc;' 
was  fairly  typical. 

Not  every  company  ran  with  tlu 
herd.  New  York-based  American  In- 
ternational Group  certainly  did  not.  In 
1971,  when  most  of  the  industry  wa'- 
going  go-go,  American  Internationa' 
decided  to  remain  stodg\ .  It  refuse. I 
to  cut  rates  to  get  extra  premium- 
to  invest  in  the  stock  market;  as  a 
residt  it  made  at  least  a  small  under- 
writing profit  in  years  when  its  com- 
petitors were  running  in  the  red. 

AIG's  conservatism  extended  to 
stock  market  investing,  too.  \Mumi 
most  of  the  companies  were  invest- 
ing well  o\er  100%  of  policyholder 
surplus  in  common  stocks,  AIG  kept 
its  ratio  at  100%.  As  a  result,  ;;a\s 
Richard  B.  Goodwyn,  AIG's  portfolio 
manager,  there  was  no  need  to  dump 
stocks  at  the  bottom  of  the  market. 

It  is  hard  to  believe  that  almost  an 
entire  industry— and  one  supposed- 
ly as  cautious  as  insurance— would  lie 
swept  away  in  a  speculative  frenz\ 
over,  of  all  things,  high-priced  growth 
stocks.  But  it  happened.  When  tulip 
bulbs  get  popular,  it's  a  rare  man 
who  can  resist  bidding  after  them.    ■ 


SMELLING 
IS  BELIEVING. 


The  smell  of  paint  is  something 
you'd  associate  with  us. 

The  smell  of  perfume,  no. 
But  the  fact  is,  we  supply 
chemicals  that  put  perfume  on  the 
right  scent. 

Theres  the  sweet  smell  of  success 
in  lots  of  things  we  do.  For  instance,  we  re  the  world's  biggest  producer 
of  imitation  grape  flavorings  that  soft  drink  manufacturers  use.  And 
we  re  taking  the  heat  off  manufacturers  with  our  energy-saving  coatings. 
Not  to  mention  being  a  leading  retailer.  SHERI 

Seems  you  can  always  smell  a  winner.    nifl^[|l 


1*^7^  Thi  ShfrvMiiWiIlrams  Comp.iny 
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The 
Financial 
Architect. 

Hes  designing  the  best 

financial  plan 

for  his  company 


And,  it's  a  lot  easier  for  him  with  the 
help  of  the  corporate  finance  officers  at 
The  Northern  Trust  Bank. 

Alan's  major  concern  is  how  to 
finance  the  growth  of  his  company. 
What  will  be  the  company's  needs  dur- 
ing the  next  few  years,  and  what  is  the 
best  way  to  meet  them. 

The  Northern  Trust's  corporate 
finance  officers  can  assist  in  determin- 
ing the  financing  requirements  of  his 


company — how  much  money  will  be 
needed,  when,  and  for  how  long. 

In  addition,  he  will  be  provided 
with  a  detailed  analysis  of  all  the  ap- 
propriate financing  alternatives.  It 
gives  the  necessary  information  to 
develop  a  sound  plan  specifically  de- 
signed for  his  company — now  and  in 
the  future.  And,  should  this  plan  in- 
clude bank  credit  or  a  private  place- 
ment of  long-term  debt,  financial  ex- 


perts at  The  Northern  Trust  can  assist 
the  company  in  raising  needed  funds. 
If  you'd  like  further  information 
about  financial  planning,  just  contact 
your  Northern  Trust  calling  officer  or 
Wendell  W.  Snider,  Jr.,  Senior  Vice 
President,  Metropolitan  Group,  or 
B.  T.  Reidy,  Senior  Vice  President, 
National  Grf-up  at:  The  Northern 
Trust  Bank,  50  S.  LaSalle  Street, 
Chicago  60690.  (312)  630-6000. 


The  NorthernTrust  Bank 

Bring  your  financial  future  to  us. 


Defe 


rrec 


Sweeping  changes  in  cor- 
porate pension  plans— in- 
cluding new  limitations  on 
maximum  amounts  payable 
—are  prompting  employers 
to  reexamine  their  deferred 
compensation  packages  for 
executives*  Many  are  supple- 
menting their  plans  through 
company -owned  life  insur- 
ance and  annuities* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  Employee  Retirement  Income  Security  Act 
(ERISA)  has  had  far-reaching  effects  on  the  breadth 
of  coverage  of  corporate  pension  plans,  including 
a  limit  of  $73,000  a  year  as  the  maximum  amount 
any  company  may  pay  an  executive  under  tax-quali- 
fied defined-payment  retirement  plans. 

While  this  restriction  applies  to  a  very  limited 
number  of  executives,  it  is  proving  to  be  a  basis  on 
which  companies  are  taking  a  closer  look  at  deferred 
compensation  plans  for  all  their  key  people. 

Companies  who  want  to  assure  special  benefits 
to  their  executives  and  other  valued  employees  are 
setting  up  separate,  non-qualified  plans  to  supple 
ment  the  benefits  from  the  company  retirement 
fund.  Such  plans  differ  from  qualified  plans  in  an 
important  respect.  They  cannot  be  funded  in  ad- 


vance in  the  executive's  name  without  the  loss  of  th< 
deferred  tax  privilege. 

A  plan  frequendy  adopted  is  deferred  compensa 
tion  funded  through  company-owned  life  insurano 
or  a  company-owned  annuity— tried-and-prover 
methods  by  no  means  limited  to  top  executives 
They  can  be  applied  to  any  employee  whose  con 
tinued  services  are  valuable  to  the  company.  Sue!  ■ 
plans  offer  important  tax  benefits  both  to  the  com^ 
pany  and  to  the  executive.  . 

A  way  to  keep  key  people 

This  kind  of  deferred  compensation  usually  in 
volves  an  agreement  to  pay  a  definite  amount  eacl 
year  upon  retirement— an  amount  over  and  alxw<' 
the  executive's  regular  pension.  The  agreemcn 
can  also  provide  for  payment  to  the  executive's  fani 
ily  in  case  of  death  prior  to  retirement.  For  the  c 
ecutive,  such  a  plan  may  mean  many  more  spen> 


ncome 


i  dollars  in  return  for  service  with  the  company. 
Fundamental  to  all  such  plans  is  the'principle 
t  no  assignments  of  funds  can  be  made  in  the 
mtive's  name,  since  this  would  make  the  ex- 
dve  liable  for  current  income  taxes  on  the  as- 
led  amount.  Money  to  fund  the  benefits  should 
>et  aside,  to  be  sure,  and  conventional  reserve 
:hods  might  be  acceptable  for  the  purpose,  ex- 
t  that  income  on  such  reserves  is  taxable  to  the 
ipany.  More  important,  such  reserves  may  not 
idequate  to  pay  death  benefits. 

Benefits  payable  to  the  company 

These  difficulties  can  be  overcome  through 
ler  life  insurance  or  a  company-owned  annuity. 
In  both  cases,  the  policy  on  the  executives  life 
the  annuity  are  owned  entirely  by  the  company 
I  are  payable  to  it.  The  executive  has  no  rights 
nterest  in  either.  Premiums  or  contributions  are 


paid  by  the  company,  but  are  not  taxable  income  to 
the  executive.  The  cash  values  remain  part  of  gen- 
eral company  assets  and  accumulate  without  cur- 
rent tax  liability  to  the  company. 

When  the  executive  reaches  retirement  age, 
the  insurance  or  annuity  can  be  surrendered  and 
the  cash  value  used  to  make  retirement  payments. 
(There  are  other  options  as  well.)  If  the  executive 
dies  before  retirement  the  proceeds  received  by  the 
company  can  be  used  against  its  obligation  to  the 
executive's  family.  Payments  in  either  case  are  tax- 
deductible  by  the  company. 

Establishment  of  a  deferred  compensation  plan 
involves  three  steps.  It  must  usually  first  be  adopted 
by  a  resolution  of  the  company's  board  of  directors 
(and  in  some  cases  approved  by  the  stockholders). 
The  plan  is  then  drawn  and  application  is  made  for 
the  life  insurance  or  annuity  to  fund  it. 

As  a  fuller  discussion  of  deferred  compensation 
from  an  objective  standpoint,  the  life  insurance 
affiliates  of  BMA  have  prepared  a  booklet  entitled, 
"Deferred  Income:  Some  Professional  Considera- 
tions!' Copies  may  be  requested  by  writing  INA 
Corporation,  1600  Arch  Street,  Philadelphia,  Pa. 
19101. 

4c  4c  * 

INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  cas- 
ualty insurance,  marine  insurance,  life  and  group 
insurance,  reinsurance  and  risk  management 
services. 

Its  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 


Insurance  Professionals 
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Annual  Meeting  Time 

Call  them  Roman  circuses,  deplore  their 
irrelevance  to  corporate  goals,  but  there  is 
no  denying  that  annual  meetings  serve 
an  important  purpose  in  these  troubled  times. 


As  MUCH  AS  a  week  beforehand 
Chairman  John  deButts  of  Ameri- 
can Telephone  &  Telegraph  will  hole 
up  at  his  weekend  retreat  in  Fair- 
field, Conn,  to  prepare  for  the  ordeal. 
He  will  take  with  him  folders  full  of 
detailed  briefing  reports  that  his  divi- 
sion managers  have  been  working  on 
since  December. 

Chairman  Paul  Lyet  of  Sperry 
Rand,  a  small  fact  book  carefully  in- 
dexed for  quick  reference  at  his  fin- 
gertips, v/ill  prepare  himself  a  few 
days  ahead  of  time  by  inviting  a 
group  of  associates  to  pepper  him 
with  the  prickliest,  nastiest  questions 
they  can  think  of. 

At  Chase  Manhattan  a  task  force 
of  public  relations  men  will  work  for 
weeks  to  prepare  "appropriate"  re- 
plies to  what  shapes  up  as  the  tough- 
est public  grilling  Chairman  David 
Rockefeller  has  ever  faced. 

And  on  the  Big  Day  itself  Chair- 
man  Clifton   Garvin  of  Exxon,   after 


testing  out  the  switches  that  will  per- 
mit microphones  scattered  arouitd 
the  meeting  hall  to  be  cut  off  selec- 
tively, will  herd  his  15  fellow  direc- 
tors, including  several  other  board 
chairmen,  into  the  lobby  to  greet  ar- 
riving stockholders  in  person. 

So  it  is  that  the  corporate  high 
and  mighty,  with  butterflies  dancing 
in  their  stomachs,  are  presently  gird- 
ing themselves  for  their  annual  brush 
with  stockholder  democracy— such  as 
it  is.  "Beneath  their  calm  exteriors, 
most  board  chairmen  are  nervous  as 
hell  about  going  before  their  stock- 
holders," says  a  veteran  investor  re- 
lations man.  "You'd  be  surprised  how- 
much  psychosomatic  illness  there  is 
as  meeting  time  approaches." 

Scouting  A  Meeting 

Is  the  game  worth  the  candle?  Is 
it  worth  the  expense— which  runs  in- 
to the  hundreds  of  millions  of  dollars 
for  American  industry?  The  weeks  of 
expensive  executive  time?  The  bleed- 
ing ulcers?  The  security  precautions? 

One  man  who  argues  that  it  is 
worthwhile  is  Lewis  D.  Gilbert,  now 
68,  who  has  been  needling,  goading 
and  sometimes  embarrassing  chief  ex- 
ecutives at  these  meetings  for  the 
past  44  years.  Gilbert  looks  forward 
this  year  to  the  banks'  meetings,  es- 
pecially the  Chase  Manhattan's  on 
April  20.  "They've  all  had  loan  losses," 
says  Gilbert,  anticipation  creeping  in- 
to his  voice,  "but  I  want  to  know 
what  has  happened  to  the  Chase's 
internal  controls.  Apparently  they 
were  ghastly." 

In  warm-up  sessions  last  month  at 
Morgan  Guaranty  and  First  National 
of  Boston,  Gilbert  was  in  fine  form. 
Morgan's  Ellmore  Patterson  did  not 
know  the  answer  when  Gilbert  asked 
him    what    percentage   of    the    bank's 


Mr.  Chairman:  AT«&T 
shareholders  address 
Chairman  John  deButts 
from  phone  booths  lo- 
cated around  the  meet- 
ing hall.  Their  queries, 
as  well  as  his  replies, 
are  amplified  for  all  to 
hear.  After  two  min- 
utes, he  can  disconnect 
them  if  he  wishes. 
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troubled  REIT  loans  were  tied  up  in 
unfinished  condominiums.  But  the 
next  day  First  National  of  Boston's 
senior  vice  president  for  real  estate, 
no  doubt  alerted  by  events  at  the 
Morgan  meeting,  had  an  answer 
ready— "about  20%." 

AT&T's  deButts,  for  his  part,  can 
also  expect  verbal  broadsides  from 
Gilbert  this  spring  for  having  elim- 
inated stockholders'  preemptive  rights 
at  last  year's  meeting. 

Time  was  when  executives  regard- 
ed Gilbert  as  an  unmitigated  nui- 
sance, as  they  still  do  other  so-called 
gadflies  such  as  Wilma  Soss  and  Eve- 
lyn Y.  Davis.  But  time  mellows  all. 
Many  companies  have  come  to  respect 
Gilbert.  He  comes  prepared  and  asks 
questions  that  are  frequently  relevant 
to  stockholder  interests.  "We  used  to 
regard  Gilbert  as  something  of  a 
squirrel,"  says  one  public  relations 
man,  "but  if  you  look  back  at  the 
things  he's  been  pushing  you'll  find 
that  some  of  them  are  now  fairly 
common  practice.  For  example,  I'd 
guess  that  40%  of  the  New  York  Stock 
Exchange  companies  now  have  cu- 
mulative voting,  which  is  one  of  Gil- 
bert's fa\orite  causes." 

If  management  has  come  to  terms 
with  Gilbert  and  others  who  ask  po- 
tentially embarrassing  questions  on 
behalf  of  stockholders,  they  have  yet 
to  come  to  grips  with  a  much  newer 
phenomenon.  Ever  since  the  Viet- 
nam war  escalated  in  the  late  Sixties, 
activists  of  every  mind  have  found 
the  annual  meeting  a  handy  forum 
for  airing  their  \iews  and  bringing 
pressure  to  bear  on  big  business. 

This,  of  course,  is  not  at  all  what 
annual  meetings  were  intended  for. 
Lewis  Gilbert  likes  to  claim  he  res- 
cued annual  meetings  from  their  "in- 
ocuous  desuetude"  of  the  Thirties  and 
Forties  when  they  were  little  more 
than  sparsely  attended  legal  rituals 
for  the  election  of  directors.  Then 
came  the  circus  era  when  annual 
meetings  featured  free  lunches  and 
product  giveaways— and  drew  throngs 
of  lighthearted  stockholders.  Typical- 
ly, those  interested  enough  in  the  pro- 
ceedings to  stay  to  the  end  found  that 
early  departing  shareholders  had 
walked  off  with  the  box  lunches  and 
free  samples.  But  if  these  strayed 
from  the  limited  intent  of  an  annual 
meeting— to  provide  an  accounting  of 
sorts  by  management  to  the  share- 
holders, a  bow  to  stockholder  democ- 
racy—so does  its  present-day  emer- 
gence as  a  platform  for  outsiders. 

But  in  those  days  corporations 
were  not  generally  regarded  as  ha\- 
ing  social  obligations,  and  they  were 
not  obliged  to  answer  to  the  outside- 
public.  That  has  changed,  and,  as  it 
has  changed,  the  old  annual  meeting 
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rhe  Falcon  10.  Landing  is  no  let-down. 


Look  under  our  main  competitor's  plane.  Then 
look  under  a  Falcon  10.  You'll  see  quite  a  difference. 
The  Falcon's  landing  gear  is  a  lot  more  muscular.  And 
it  helps  pay  off  in  great  landings. 

Specifics?  The  Falcon  10  with  full  fuel  and  7  pas- 
sengers can  land  after  flying  less  than  120  miles.  Our 
competitor's  plane  must  go  some  550  miles  before  it's 
light  enough  for  that  first  landing. 

Benefit?  In  a  Falcon  10  you  can  make  several  short 
hops  without  squandering  valuable  time  refueling  along 
the  way.  And  when  you  arrive,  that  beefy,  rugged  gear 
handles  virtually  anything:  impact;  weight;  or  landing 
strip,  rough  as  they  come. 


Long  trips?  Those,  too.  The  Falcon  10  flies  faster  and 
further  on  less  fuel  under  the  most  adverse  conditions. 

You'd  expect  a  jet  as  strong  and  versatile  as  this  to 
cost  more.  Well,  it  does.  Isn't  that  refreshing  in  a  world 
that  often  promises  too  much  for  too  little? 

We'd  be  pleased  to  acquaint  you  with  the  many 
other  advantages  that  make  the  Falcon  10  the  best  small 
jet  money  can  buy.  And  when  it  comes 
to  a  plane,  would  you  want  less? 
Send  for  a  20-page,  fully  illustrated 
booklet.  Page  after  page,  there  is 
no  let-down.  fMLCOf»J£r 
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Teterboro  Airport  •  New  Jersey  07608 
201  288-5300 
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changed  too.  It  has  become  a  place 
where  activists,  for  the  price  of  a  few 
shares,  can  use  "the  system"  to  try  to 
achieve  social  goals. 

Today's  social  advocates  are  in  high 
moral  dudgeon  about  things  like  il- 
legal political  activities,  trade  boy- 
cotts and  the  recent  revelations  of 
widespread  bribery  by  U.S.  compa- 
nies in  foreign  countries.  They  are  a 
more  sophisticated  lot  than  their  anti- 
war predecessors— lawyers  rather  than 
hippies,  carrying  briefcases  rather 
than  wearing  love-beads.  Chairmen 
will  not  have  to  call  on  security 
guards  to  evict  them  from  their  an- 
nual meetings,  as  William  Gwinn  of 
United  Aircraft  (now  United  Technol- 
ogies) did  in  1970.  Nor  are  they  apt 
to  be  forced  to  adjourn  their  meet- 
ings because  of  turmoil  caused  by 
the  advocates,  as  Honeywell  Chair- 
man James  Dinger  was  after  only  14 
minutes  in  1970. 

What  they  are  getting  from  today's 
breed  of  advocates,  instead  of  noisy 
abuse,  is  a  flood  of  resolutions  for  con- 
sideration at  their  annual  meetings. 
Suddenly  this  year  the  number  of 
resolutions  has  tripled,  to  336  at  217 
companies  by  the  latest  count,  from 
only  95  at  63  companies  a  year  ago. 
The  greatest  number,  nearly  150,  have 
come  from  the  American  Jewish  Con- 
gress demanding  a  detailed  report  to 
stockholders  of  the  companies'  specific 
policies  regarding  the  Arab  boycott 
of  firms  trading  with  Israel. 

At  first  blush,  these  resolutions 
would  appear  to  be  an  exercise  in 
futility.  Management  consistently  op- 
poses them,  and  a  majority  of  stock- 
holders are  inclined  to  follow  suit. 
Most  meekly  surrender  their  proxies 
to  management,  with  the  result  that 
weeks  ahead  of  time  the  voting  is  a 
foregone  conclusion.  It  is  a  cold  day 
in  the  hot  place  when  management 
loses  the  vote  on  a  stockholder  reso- 
lution that  it  opposes. 

Publicity  Plus 

But  winning  the  vote  is  not  the 
main  point.  There  is  also  the  publicity. 
The  press  covers  annual  meetings. 
Ordinary  corporate  news  rarely  grabs 
headlines;  but  allegations  about 
bribery,  pollution  or  being  too  cozy 
with  South  Africa  do— especially  when 
called  to  the  attention  of  Mr.  Big  in 
an  open  meeting. 

Perhaps  because  of  the  publicity, 
the  outside  pressure  is  frequently  ef- 
fective. At  its  1970  meeting.  General 
Motors  was  harassed  by  a  Ralph 
Nader-inspired  group  called  Cam- 
paign CM.  These  were  not  wild 
people:  They  were  mannerly  and 
asked  intelligent  questions  and  kept 
GM's  then  chairman  James  Roche  on 
his  feet  for  nearly  seven  hours.  Their 


proposals  won  less  tK'an  3%  of  the 
vote,  but  within  a  year  CM  had 
moved  toward  meeting  several  of  their 
demands— such  as  naming  a  black  to 
its  board  of  directors  and  reviewing 
the  environmental  impact  of  its  prod- 
ucts and  plants.  CM  would  deny 
that  there  was  a  direct  connection 
between  the  two  events;  but  it  is  a 
safe  bet  that  Campaign  CM  hastened 
and  encouraged  the  changes. 

"Even  if  a  proposal  does  not  carry^ 
in  the  voting,"  says  Frank  Hutson, 
AT&T's  corporate  secretary,  "the  size 
of  the  vote  it  gets  can  stimulate  man- 
agement to  do  something  about  it. 
If  one  of  our  proposals  got  15%  of 
the  vote,  for  example,  we  would  con- 
sider that  very  meaningful." 

This  year  the  American  Jewish  Con- 
gress demanded  that  Exxon,  among 
others,  prepare  a  detailed  report  for 
its  stockholders  on  whether  it  is  boy- 
cotting Israel  in  response  to  Arab  de- 


"Beneath  their  calm 
exteriors,  most  board 
chairmen  are  nervous  as 
hell  about  going  before 
their  stockholders." 


mands.  Exxon  could  simply  have  re- 
fused, confident  in  the  expectation 
that  90%-plus  of  its  stock  would  sup- 
port management  when  it  came  time 
to  vote.  However,  Exxon  could  not 
afford  to  offend  Jewish  customers  and 
investors  and  so  it  compromised  with 
the  AJC.  It  agreed  to  include  a  clear 
but  much  more  abbreviated  state- 
ment of  its  position  on  trade  boycotts 
in  its  second  quarter  earnings  report 
to  stockholders.  Similarly,  others  have 
gotten  the  AJC  to  back  off. 

Will  Maslow,  general  counsel  for 
the  AJC,  sums  up  the  situation  very 
neatly:  "We're  not  interested  in  com- 
piling our  own  blacklist  of  American 
companies.  We  simply  want  to  sen- 
sitize the  American  business  commu- 
nity through  a  stockholder  resolution 
which  forces  companies  to  consider 
their  position."  Like  other  pressure 
groups,  the  AJC  isn't  out  to  sweep 
the  vote  at  the  annual  meeting  but 
simply  to  use  it  as  a  forum. 

Sometimes,  directly  or  indirectly, 
they  may  actually  sway  the  vote- 
especially  in  the  case  of  large  insti- 
tutional investors  who  have  tradition- 
ally voted  down-the-line  with  man- 
agement. The  Bank  of  America's  in- 
vestment management  subsidiary  has 
put  a  full-time  "ccjrporate  social  re- 
sponsibility analyst"  on  its  staff.  Part 
of  her  job:  to  study  shareholder  reso- 
lutions and  recommend  how  the  bank 
should  vote  on  them.  And  some  of  the 


x'otes  are  creeping  up:  According  to 
the  Washington-based  Investor  Re- 
sponsibility Research  Center,  1975 
was  the  first  year  that  a  majority  of 
shareholder-proposed  resolutions  got 
more  than  the  3%  minimum  vote  re- 
quired under  SEC  rules  to  bring  them 
up  again  at  1976  meetings.  The  dif- 
ference in  many  cases  was  the  sup- 
port of  institutional  shareowners.  m 
its  only  test  to  date,  the  AJC's  boycott 
resolution  got  5.2%  of  the  vote  at 
this  year's  International  Harvester 
meeting.  Such  voting  results,  though 
seemingly  insignificant,  arc  a  huge  in- 
crease from  the  past. 

Meeting  The  Common  People 

To  get  back  to  the  question:  Arc 
annual  meetings  worth  the  cost  in 
sweat  and  in  dollars?  It  would  be 
tempting  to  agree  with  Fuqua  In- 
dustries Chairman  J.B.  Fuqua,  who 
has  argued  that  annual  meetings  are 
a  wasted  effort  because  only  a  small 
percentage  of  stockholders  show  up 
to  vote  at  a  meeting  where  all  the 
decisions  have  been  made  in  ad- 
vance. Many  companies  still  show 
their  contempt  for  annual  meetings 
by  holding  them  in  out-of-the-way 
places  like  Flemington,  N.J.  and  Port- 
land, Maine,  and  by  scheduling  them 
on  the  same  day.  0\cr  100  Big 
Board  companies,  for  example,  will 
meet  this  Apr.  27.  But  they  miss  a 
point.  The  fact  is  that  businessmen 
need  more,  not  less,  exposure  to  the 
outside  public.  Too  often  they  are 
sheltered  in  their  paneled  offices  and 
their  comfortable  suburban  homes 
from  the  fact  that— rightly  or  wrong- 
ly—a large  part  of  the  general  pub- 
lic feels  strongly  about  certain  issues. 
At  an  annual  meeting  it  is  not  easy 
to  ignore  these  public  attitudes. 

On  the  public's  part,  there  in  a  pre- 
vailing view  that  the  levers  of  cor- 
porate power  are  hidden  and  the 
people  who  manipulate  them  are 
faceless,  cold,  conniving  men.  Hence 
the  public's  willingness  to  pillory  the 
oil  industry  for  what  OPEC  does. 
Hence  the  suspicion  of  bankers  and 
doubts  aljout  the  soundness  of  very . 
sound  banks.  At  annual  meetings  you . 
see  the  brass  in  the  flesh,  realize  that 
they  are  ordinary,  fallible  human  be- 
ings. This  may  not  make  you  love 
them,  but  it  cannot  help  but  relieve 
at  least  some  of  this  tension. 

Annual  meetings  are  not,  of  course, 
the  whole  answer.  But  they  can  be  a 
useful  device  in  a  democracy— a  once- 
a-year  event  when  the  eorporati- 
mighty  must  come  down  out  of  their 
skyscrapers  and  expose  themselves  to 
attacks  by  ordinary  mortals.  The  an- 
nual meetings  are  thus  therapy  of  a 
.sort- costly,  sometimes  paiiilul  tlici 
apy— but  useful  all  the  same.   ■ 
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ALUXURVSOMUI  BASED  ON  THE  BEUEF 
THATAUOFIHE  MCH  ARE  NOT IDLL 


Since  the  time  of  the 
Caesars,  the  inspiration  for 
the  carriages  of  the  gentry 
has  t)een  the  blatant, 
unbridled,  unabashed  pur- 
suit of  opulence. 

Opulence  often  to  the 
exclusion  of  all  else:  per- 
formance, efficiency,  engi- 
neering intelligence. 


^r%- 


50-70  mph,  5  9  seconds. ". . . high-speed 
passing  acceleration  borders  on  the  bril- 
liant," the  editors  of  Motor  Trend 
magazine. 

Even  today  one  sees 
occasional  evidence  of  this 
misguided  sense  of  priorities 
—this  basic  misunderstand- 
ing of  what  it  is  that  consti- 
tutes true  luxury. 

Opera  windows  that 
obscure  vision.  Mammoth 
engines  pulling  mammoth 
cars.  Interiors  fashioned 
more  along  the  I  ines  of  a 
Persian  Pleasure  Palace 
than  a  serious  driving 
machine.  Cars  made  pri- 
marily for  sitting. 

At  the  Bavarian 
MotorWorksit  has 
always  been  our  conten- 
tion that  a  car  ought  to 
be  made  primarily  for 
driving.That'whenall  is 
said  and  done,  extraor- 
dinary performance  is 
the  only  thing  that 
makes  an  expensive  car 
worth  the  money. 

And,  in  this  age  of 
automotive  enlighten- 
ment, we  believe  our 
time  has  come. 

POWER  TO  SAT- 
ISFY EVEN  THE  MOST 
POWER  HUNGRY. 

Beneath  the  hood 
oftheBMW530iisa 
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singularly 
responsive  3-liter,  fuel- 
injected  engine  that  has  been 
called  by  no  less  an  authority 
than  Road  &  Track  magazine 
"...the  most  refined  in-line 
six  in  the  world." 

Patented  triple-hemi- 
spheric, swirl-action  com- 
bustion chambers  develop 
remarkable  power  from 
relatively  small 
displacement. 

And  seven  main 
bearings  and  twelve 
crankshaft  counter-bal- 
ance weights  give  the 
whole  operation  a  tur- 
bine-like smoothness 
that  never  ceases  to 
astound  even  the  experts. 

THE  MAN  WHO 
CONTROLS  CORPORA- 
TIONS OUGHT  TO  BE 
ABLE  TO  CONTROL  HIS 
OWN  CAR. 

If  you're  accus- 
tomed to  the  leaning  and 
swaying  one  experiences 
in  the  conventional  lux- 
ury sedan,  you  will 
thoroughly  appreciate 
the  uncanny  road  hold- 

The700Ft.  Slalom  Test,  designed 
by  Road  &  Track  magazine  to 
measure  lane  changing  capabilities. 
BMW  ran  the  course  at  a  remarkable 
51.6  mph. 


ing  capabilities 
oftheBMWSSOi. 

Road  holding— driver 
control  —  is  largely  a  func- 
tion of  a  car's  suspension 
system. 

And,  to  be  a  bit  blunt, 
BMW  gives  you  a  superior 
suspension  system.  Instead 
of  the  "sol  id-rear-axle"  sys- 
tems found  in  all  domestic— 
and  many  foreign— sedans, 
the  BMW  suspension  is  fully 


Results  of  the  Motor  Trend  "200  Ft. 
CircleTest"clearly  illustrate  the 
superior  road  holding  abilities  of  the 
BMW- At  .82gBMWwasstillonthe 
road,  other  makes  were  not. 

independent  on  all  four 
wheels. 

And  this,  combined  with 
a  multi-jointed  rear  axle, 
allows  each  wheel  to  adapt 
itself  independently  to  every 
driving  and  road  condition— 
with  a  smoothness  and  preci- 
sion that  will  spoil  you  for 
any  other  car. 


A  DECIDED  LACK  OF 
OPERA  WINDOW  OPULENCE. 

While  inside,  the  BMW 
530i  features  as  long  a  list  of 
luxury  items  as  one  could 
sanely  require  of  an  automo- 
bile, its  luxury  is  purpose- 


".  .no  detectable  sign  of  (brake)  fade. 
The  more  and  harder  they're  used,  the 
stronger  they  seem  to  get. "The  editors  of 
Motor  Trend  sum  up  the  results  of  their 
rigorous  multiple-stop  brake  test. 

fully  engineered  to  perform  a 
very  significant  function: 
help  prevent  driver  fatigue. 

All  seats  have  an  ortho- 
pedically  molded  shape. 
Individual  seats  are  adjust- 
able forward  and  back— with 
variable-angle  seat  back  and 
cushion  supports. 

All  instruments  are 
clearly  visible;  all  controls 
are  readily  accessible. 

For  many  serious 
drivers  in  all  parts  of  the 
world,  the  BMW  530i  has 
redefined  the  meaning  of  the 
word  "luxury"  to  encompass 
something  more  than  a  thin 
veneer  of  brocade  and 
chrome. 

If  you'd  care  to  judge  for 
yourself,  we  urge  you  to 
phone  your  BMW 
dealer  and  arrange 
to  take  a  thorough 
test  drive. 

The  ultimate  driving  mmhine. 

Bava''ian  Motor  Works,  Munich, Germany. 


X  the  name  of  your  nearest  dealer,  or  for  further  information,  you  may  call  us  anytime,  toll-free,  at  800-243-6006  (Conn.  1-800-882-6500).  Fog  lamps,  dealer  installed  option. 
^   I976BMWof  North  America,  Inc. 
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Every  time  you  pick  up  your 
phone,  you  enter  a  hundred  billion 
dollar  network  that  connects  160 
million  telephones  in  North 
America.  Every  day,  this  network 
performs  over  a  billion  switching 
operations. 

It's  an  enormous  task  that 
requires  about  fourteen  billion  dol- 
lars of  new  investment  every  year. 
To  continue  meeting  the  demands 
of  growth  and  demands  for  new 
services,  this  money  must  buy 
more.  The  best  hope  lies  in  har- 
nessing new  technologies.  This  is 
where  Northern  is  putting  its 
money. 

Right  now,  we  are  working 
on  a  whole  family  of  major  digital 
switching  systems  for  the  tele- 
phone companies  of  North  Amer- 
ica. This  equipment  will  handle 
more  calls  and  provide  more  serv- 
ices than  ever  before  with  incred- 
ible efficiency. 

We  introduced  our  first  major 
digital  switching  system  in  1975  — 
the  SL-1 PABX.  We  will  introduce 
another  major  system  every  year 
for  the  next  four  years.  Working 
closely  with  the  telephone  com- 
panies, we  are  developing  every 
major  type  of  equipment  needed  to 
build  the  North  American  network. 

Northern  has  grown  up  with 
the  telephone  industry  from  the 
beginning.  We've  learned  to  foresee 
their  needs.  Thoroughly  research 
the  solutions.  And  respond  with 
billion  dollar  righi  answers. 

Northern  Telecom.  World 
headquarters:  1600  Dorchester 
Boulevard,  West,  Montreal  H3H 
IRl,  Canada.  U.S.  headquarters: 
275  Wyman  Street,  Waltham, 
Massachusetts  02154. 
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The  World  of  Fruehaui. 
Leading  Uie  way  with  the 
industry's  first  S-year  warranty. 

It's  called  the  "Long  Ranger,"  and  every  time 
someone  buys  a  new  Fruehauf  Trailer,  it  rides 
again. 

Our  Hobbs  Division  has  its  own  version  of 
this,  the  trailer  industry's  first  5-year  warranty— 
backed  by  a  corporation  that's  been  a  leader  for 
over  half  a  century. 

Since  August  Fruehauf  built  America's  first 


trailer,  back  in  1914,  we've  introduced  such 
advancements  as  the  first  van-type  trailer,  the 
first  tank-trailer  and  the  first  stainless  steel  van. 

And  now,  it's  the  first  5-year  warranty.  On 
Fruehauf  Division  and  Hobbs  products. 

Do  you  suppose  August  Fruehauf  ever 
dreamed  that  one  of  his  company's  most 
dramatic  advancements  would  be  made  of  paper 
—and  backed  by  a  billion  dollar  corporation? 

To  learn  more  about  our  leadership  role, 
write  for  our  annual  report: 
Fruehauf  Corporation,  Dept.  FO-46, 
10900  Harper  Ave., 
Detroit,  MI.  48232. 


TMANSK>l*TATIOM 


FRinaUIIF  nVE-YEAR 
W2IRRANTY 


bomeuis  ymunnon  meib  b98  ,til9  Qnoeiqibs  luOIDsenoo  .isms  Ii 
minim  be  mine  lU    lequlov  I6i9  mBupile  sngefn  siolob  )9 
Dirt  mui9i  bui69  supsll  bn68U39i  non  6i)89lom  )9  inia  bneibuqgi  19 
muD  0Q9  DneH  .)6ll9q9i  9ion9q26  dnolob  aibng  i9t9iq  lue  u6  eu 
wnaoi  laon  siBbommoDDS  gnizzoq  non  mss  bs  9n  i69i9v  luD  U9  I 

)e9J0q  229DD6  26lt29lO  .IOV9d9n  19  9311716  JOH  .(68)9  6119  mu)  9) 

iufj  y/munnon  meib  b92  .(1I9  Qnoziqibe  iul9lD92rio3  )9m6  (1 
minim  be  mine  lU    isqulov  I619  msupilE  Eneem  giolob  )9  91 
6llu  69  X9  qiupile  lu  l2MJ^Hh^l*Q'32U2  I9qi03msllu  noilBIIDi^K  J 
I1I9V  9)6lqulov  'Ulfl^^H^HflE^elo^  eiuii  mu9  l9v  m9tu6  2i 
mo9b  l9  BO't  oi^74^^^^^^^^BH^^u9  9iolob  mullilgv  .teup 
}olob  ?oub  »u^6  tinsllM^^^^^^^^^^^bnBld  lup  mizzinQ 
bqlua  ni  inu2  \rjqmit  limij  Tn^MmB^mWJiquD  16396330  Iniz 
^^9^lll^bfbu9l9bbmul6f1 13  egul  iolobt^l3HfclJ29 bi mine 

hmt;  91)8^^  wlQO  bnagile  eidon  eiufba  mu?W(j« 
i)2'j  6bn9mu226'ri>ftlV(J9v  2inmp  mi22oq  i036l  )693Clq  iriiy 
Ii28'j39n  mui9i  mul  Iug  9oiHo  106  19  biu'iiup  fnsluB  budiioqm^ 
oifi  mui")!  bui69  9up6)l  .bn62u39ii  no'i  inzslom  lo  Wi2  bnsibuq 
mu3  0Q9  oneH  mllaqoi  9ion')q26  (dnolob  ?ibf>ii  nleiq  Jus  us  2ul39' 


w(i2oi  l2on  9i6bommo336  eni22oq  non  m69  bs  an  i69i9v  io3 

I29l(iq  229336  26lt29lo   l0V')d9ri  19  93im6  20f1   16919  6119  mul  Slliomt 

nin9mbll3  6buivi3  9upoibo  muggl  n9oq  mul  10I36)  01  In9i3e  ^ 

util9'  ibloo')  "9e  Qnibidil  ban  i9qmi  lonon  9up9n  129  lubom  r*' 
2b)liib  lu  bsmmeDni  2uiloq  liunim  yiBq  doiqml  in6bmu  mo  bi     » 

be  20062  9n9d  OlICI  619V  lullgl  IBllvnl    luln69blV  9229bn909hO*>  *• 

oloet  p9n  xdp  bnoD  121  I36t  9l2uini  lus  inblni  vnimort  9UP9H 
iblilr.itdil  fisgni  lev  penunol  l9v  29qo  19  .Iii939tl9  12  lomlon  f      't 
il'iiup  be  \^'^  mi22ilq6  .19  In6ili3n03  di2  Inglovsnsd  pnulnm  'u 
I,  I6biqu3  ln9Qini<»  m  nif.up  bn633«q  *U63  (12  llun  gnmmo  mu 
liMin  |2'<  non  bn9i6qti  tnue  3n«ni  bnalus  6iunu  ellui  ante  )n 

on  2url9i  2irt  m  qi6up  129  )n<imiil9vi  6Munteqi  ni  »upiulq  iiq 
.■  .1.  ■  .1.  I  .  I  hf;f(jf-<j2  i9q  I'lxil)  ^luD  1391  msb  Ibfliftuien  •uptti 

/"b  lolqoiq  12'>  hnusui  9229  mui63 19  l9B)lib  msM  .v'"U 
Li.;;     n  w:  .luiqmi  muinspy  -ibop  bommo3ni  u(02  69  do  non  6 
riHi9niii9q  269ini6  I619  b6  96u0   2iu3  boup  n*m  mtils  llum  t>M 
(jni2u(liup  lulsbiv  oDOl  cup  !>i'}I»q«9  26il20n  ratup  bnvngxA 

ijul'ib  irlim  III  lobt  9up  j2  mu30l  fnus  I9m»l  ln»u)  bit 
»n  bntinsims  3ij  129  motaib 


5  YEARS 


The  Billion-Dollar  Olympics 

Montreal  Mayor  Jean  Drapeau  is  a  visionary  and  dreamer  whose 
greatest  dream  is  being  realized.  It  may  prove  his  undoing. 


At  60,  Jean  Drapeau,  the  energetic 
little  mayor  of  Montreal,  is  a  man  of 
vision.  A  man  who  dreams  and  makes 
those  dreams  come  true.  A  man  who 
feels  that  life  should  be  a  series  of 
monuments  and  monumental  happen- 
ings. It  was  this  belief  in  monumental 
happenings  that  brought  the  1976 
Summer  Olympics  to  Montreal. 

It  is  this  monumental  happening 
that  may  bring  an  end  to  the  dreams, 
and  to  the  reign,  of  Jean  Drapeau  in 
Montreal. 

The  1976  Summer  Olympic  facili- 
ties, now  projected  to  cost  $1.3  bil- 
lion, are  running  a  deficit  that  is  al- 
ready over  $800  million  and  still  climb- 
ing. Says  Drapeau:  "It  is  not  a  deficit, 
it  is  a  gap.  As  long  as  you  have  all 
of  the  bills  in,  but  not  all  of  the  reve- 
nue, it  is  a  gap."  Says  one  Montrealer: 
"It  is  a  gaping  gap." 

Call  it  what  you  will,  it  is  a  prob- 
lem. The  builders  of  both  the  stadium 
facilities  and  the  Olympic  Village, 
which  will  house  the  athletes,  are  un- 
der fire,  and  the  police  are  investigat- 
ing charges  of  Mafia  connections,  graft 
and  subcontracting  kickbacks  at  the 
Village  site.  All  is  not  well  with  Mon- 
treal's Olympic  Organizing  Committee 
(COJO). 

Jean  Drapeau  won  the  Games  for 
Montreal  back  in  1970  by  convincing 
the  International  Olympic  Com- 
mittee that  the  Games  could  be 
made    inexpensive    and    self-fi- 
nancing.   The   IOC   jumped   at 
the   suggestion    because   of   the 
proportions  Olympic  costs  have 
reached   in    the    last    16    years. 
Both  Rome  in  1960  and  Mexico 
in  1968  spent  in  the  neighbor- 
hood   of    half-a-billion    dollars. 
Munich's  price  tag  in  1972  was 
$850  million,  and  Japanese  of- 
ficials reported  they  spent  more 
than   a   billion   dollars   on   con- 
struction for  the  1964  Siunmer 
Games.    But   all   of   these   figures    in- 
cluded extras:   access  roads,  subways 
and,  in  Japan,  a  railroad  between  To- 
kyo and  Osaka.  Montreal's  billion  dol- 
lars is  being  spent  on  Olympic  facili- 
ties alone. 

In  April  1972,  Drapeau  unveiled 
his  plans  for  a  covered  stadiiun,  a 
velodrome  "(for  cycling)  and  swim- 
ming facilities.  The  complex  was  de- 
signed by  French  architect  Roger 
Taillibert  (whose  fees  are  expected  to 
run  to  $15  million),  which  infuriated 
the  architects  of  Canada.  Why  had 
Drapeau  gone  to  France? 


Since  Drapeau  runs,  as  one  Mon- 
trealer puts  it,  a  constitutional  mon- 
archy, he  did  not  have  to  answer.  Nor 
did  he.  Nick  Auf  Der  Maur,  a  member 
of  Montreal's  city  council,  says  that  at 
every  council  meeting  since  he  was 
elected  1/2  years  ago,  he  has  tried 
without  success  to  discuss  the  Olym- 
pics in  the  council. 

Not  until  1973  did  Drapeau  come 
up  with  a  budget,  $310  million,  for 
the  project.  The  budget's  revenue 
projections  were,  to  say  the  least,  im- 
aginative. A  lottery,  with  most  of  its 
profits  going  to  the  Olympic  Commit- 


Hls  Worship  Mayor  Jean  Drapeau 

conceived  of  a  $10-a-ticket  lottery 

and  Olympic  coins  that  cost  $88.50 

(for  the  set  of  four  shown  above)  to  help  finance  another  of  his  dreams. 

The  financing  has  not  gone  well,  and  Montrealers  will  need  more  than 

trust  in  Jean  Drapeau  (as  conceived  by  Maclean's  magazine)  to  pay  the  bills. 
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tee,  was  to  contribute  $32.5  million. 
Olympic  stamps  were  to  provide  $10 
million.  But  the  bulk  of  the  money, 
$250  million,  was  to  be  the  profit 
from  the  sale  of  commemorative  coins 
at  prices  in  the  U.S.  ranging  from  $10 
for  one  silver  coin  to  $150  for  a  gold 
one.  Because  of  the  high  cost  of 
building  support  facilities,  TV  would 
yield  a  profit  of  only  $3  million,  1% 
of  the  budget. 

Almost  everything  went  wrong. 
Western  Europe  balked  at  the  origi- 
nal asking  price  for  Europe-wide  tele- 
vision, and  the  Olympic  Committee 
had  to  settle  for  $9.4  million  instead 
of  the  hoped-for  $30  million.  Thus, 
even  with  $25  million  from  ABC  for 
U.S.  TV  rights  and  production  costs, 
that  left  television  a  probable  loser 
rather  than  profit  producer.  The  coin 
program  was  a  tremendous  disappoint- 
ment,   partly    because    the    price    of 


silver  went  up  substamtially  between 
the  planning  stage  and  the  minting 
stage;  at  best  it  will  yield  $125  mil- 
lion, half  the  expected  amount.  (The 
small  stamp  items  will  come  in  on 
projection. ) 

All  that  has  saved  the  Games  from 
being  a  total  disaster  is  the  lottery. 
Under  its  capable  director,  Julien 
Cote,  the  lottery  has  already  turned 
over  a  profit  of  $169  million  to  the 
Olympic  Committee,  and  that  figure 
is  expected  to  reach  as  much  as 
$240  million.  It  is  the  lottery  more 
than  anything  that  still 
gives  Jean  Drapeau  the 
courage  to  term  the  yawn- 
ing shortfall  a  "gap"  rather 
than  a  deficit.  And  Dra- 
peau still  has  hopes  that 
Ottawa  will  extend  the 
lottery's  Aug.  29  deadline. 

In    the    end,    however, 


the  biggest  problem  is  not  income  but 
outgo.  Like  most  business  projects  un- 
dertaken by  governments,  this  one  has 
been  shamefully  wasteful.  The  lack  of 
planning  has  been  particularly  shock- 
ing. Less  than  five  years  ago,  Foxboro, 
Mass.  completed  its  61,000-seat  sta- 
dium for  $6.7  miUion.  Even  what  is 
considered  the  financial  disgrace  of 
U.S.  arenas,  the  Superdome  in  New 
Orleans,  cost  $163.3  million,  less  than 
one-fourth  the  cost  of  Montreal's  sta- 
dium complex,  which  started  off  with 
a     $70-million     price     tag,     and     is 


The  Olympic  stadium  will  not  be  completed  in  time  for  the  Games, 
and  will  be  used  with  temporary  seats  and  far  fewer  frills  than 
its  architect  intended.  The  Olympic  Village  will  be  finished  on 
time,  but  the  problems  there  will  come  after  the  athletes  have 
gone.  Both  will  stand  as  monuments  to  Jean  Drapeau  and  as 
a  constant  reminder  of  Drapeau's  belief  that  people  must  be  in- 
spired to  build  great  structures.  "The  ugliness  of  the  slums  in 
which  people  live,"  says  Drapeau,  "doesn't  matter  if  you  can  make 
them  stand  and  look  in  wonder  at  things  they  understand."  If  this 
sounds  like  Benito  Mussolini,  the  reason  is  that  the  Italian  dictator 
is  said  to  be  one  of  Drapeau's  heroes.  Drapeau  believes  that  people 
cannot  be  inspired  to  build  or  pay  for  sewage  or  parish  houses,  but 
that  they  can  be  inspired  to  build  pyramids  and  monuments.  Could 
these  two  workers  on  the  Olympic  stadium  site  be  the  exception? 


48 


FORBES,   APRIL    15,    1976 


General  Telephone  &  Electronics,  One  Stam'orri  Forum,  Stamford,  Conn.  05904 


Laser  flashes 

bounced  off  satellites 

may  warn  the  world 

of  earthquakes. 

The  earth's  crust  twists  and 
turns.  Slowly.  A  few  feet  in  a  life- 
time. But  these  small  movements 
create  great  stresses,  and  when  the 
earth  shakes  them  off,  cities  can  be 
destroyed. 

Now  there's  a  way  to  measure 

and  possibly  predict  these  earth 

movements  by  bouncing  laser 

light  off  a  satellite.  It  takes  a 

super-powerful  laser  like  the 

one  made  by  GTE  Sylvania 

to  do  the  job. 

This  laser  fires  three  intense 
flashes  per  second— pulses  of 
green  light  1  Vi  billion  watts  strong 
lasting  1/5  billionth  of  a  second. 
The  precise  timing  of  these  flashes 
allows  high-precision  measure- 
ment of  the  distance  between  the 
satellite  and  the  ground— to  within 
an  inch  or  two. 

This  high  technology  is  a  reflec- 
tion of  what's  going  on  at  GTE. 

The  world  is  changing— and 
we're  helping  it  change. 


BEAUnFULTHINGS 

ARE  HAPPENING  IN  CEMENT. 


Cement.  The  key  ingredient  in 
concrete.  Dramatic.  Durable. 
Versatile.  With  no  other  building 
material  can  man  express  his 
imagination  in  so  many  ways. 

And  beautiful  things  are  develop- 
ing in  the  economics  of  cement, 
too.  Emerging  from  the  recession, 
the  Portland  cement  industry  has 
good  reason  to  be  optimistic. 
Excess  capacity  is  no  longer  the 
problem  it  was.  Long-term  trends 
and  forecasts  are  favorable,  and 
cement's  share  of  the  construction 
market  keeps  growing. 

As  the  Western  Hemisphere's 
leading  cement  producer,  Lone 
Star  Industries  is  in  a  unique 
position  to  take  advantage  of 
this  situation. 

Beyond  this.  Lone  Star  is  also 
deeply  committed  to  another  field 
that  continues  to  show  strong 
growth.  Through  our  network  of 
Home  Care  Centers,  we're  a  lead- 
ing retail  distributor  of  lumber, 
hardware,  paints  and  all  the  other 
materials  a  do-it-yourselfer  needs 
to  maintain  and  improve  his  home. 

Two  industries  with  bright  pros- 
pects. And  Lone  Star  is  well 
positioned  in  both  of  them.  We 
call  that  being  in  the  right  place 
at  the  right  time. 

If  you'd  like  to  know  more  about 
us,  write  to  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


LONEvV 
STMM 

INDUSTRIES 


THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


now  at  $650  million  and  mounting. 

In  an  effort  to  overcome  the  effects 
of  several  illegal  strikes,  crews  have 
been  kept  on  the  site  seven  days  a 
week.  Consequently,  the  average  gross 
weekly  wage  has  soared  to  over 
$1,000.  But  the  work  has  been  so  bad- 
ly planned,  the  workers  have  some- 
times been  kept  busy  only  one  day 
in  the  seven.  Last  November  the  pro- 
vincial government,  in  an  effort  to  re- 
store some  order  to  the  wasteful 
chaos,  took  over  the  Olympic  Park 
project.  It  found  that  the  contractor, 
a  man  with  friends  in  high  places, 
had  83  cranes  on  the  site,  30  of  which 
the  provincial  government  removed 
immediately.  It  also  found  it  could 
easily  dispense  with  500  employees. 

Montreal  probably  has  not  seen  the 
last  of  cost  overruns.  In  the  mid-Six- 
ties the  provincial  government  decreed 
that  strikes  on  the  Expo  '67  site  were 
illegal.  As  a  result,  the  Montreal  site 
was  ready  on  time.  And  confidence 
is  now  running  high  that  the  Olympic 
facilities  will  be  ready  by  the  Games' 
July  17  opening  date.  But  the  present 
labor  decree  expires  Apr.  30,  and  giv- 
en Montreal's  volatile  labor  history, 
anything  is  possible. 

Even  if  the  site  is  ready  on  time, 
Drapeau's  troubles  are  far  from  over. 
Take  the  Olympic  Village.  It  is  de- 
signed with  outside  corridors.  Ap- 
propriate for  the  French  Riviera,  but 
not  for  Montreal,  where  the  January 
temperatures  sink  to  10  degrees  below 
zero  Fahrenheit.  The  plan  is  to  sell 
the  Village  units  as  condominium 
apartments  after  the  Games,  but  the 
question  is:  To  whom?  In  Munich, 
Germany,  where  much  the  same  thing 
was  done,  the  local  Olympic  Village 
still  stands  half  empty  four  years  later. 

Rescue  Party? 

Can  Drapeau  appeal  to  the  federal 
government  for  a  financial  transfusion? 
Ottawa  is  already  stuck  with  a  prob- 
able $200-million  security  bill:  Of  the 
nation's  20,000  combat-ready  troops, 
15,000  will  be  used  for  the  Games.  As 
one  Drapeau  critic  quipped:  "If  Costa 
Rica  decided  to  invade,  it  could  have 
all  of  British  Columbia." 

Finally,  there  is  pollution.  Montreal 
is  one  of  the  last  (if  not  the  last) 
major  cities  in  the  world  with  no  waste 
treatment  plant.  As  a  direct  result  of 
the  Olympics,  it  will  continue  to  dump 
its  raw  sewage  into  its  rivers  until  the 
80s,  when  the  first  primary  treatment 
plant  is  scheduled  to  be  ready.  Hous- 
ing, one  of  th*e  issues  that  cost  Dra- 
peau 44%  of  the  vote  in  the  last  elec- 
tion, will  suffer  as  well. 

So  Jean  Drapeau  will  have  his  mon- 
ument, but  at  what  price  to  Mon- 
treal, Quebec  and  their  citizens?  And 
at  what  price  to  Jean  Drapeau?  ■ 


Put  your  plaint 

inl^nnessee 

2Lndwelltr8L] 

your 

work 

force 

free!" 


Write  to 
Fred  Harris 
for  details,  or 
call  toll-free: 
800-251-8594 


F.  B.  Harris 

Tennessee  Industrial  Development  Division 

1004  Andrew  Jackson  Bldg.,  Dept.  FB-2,  Nashville,  TN  37219 

Please  send  me  information  about  Tennessee's  advantages  for 

business  and  industry. 


Name  and  title. 


Firm. 


Address - 


City. 


-State. 


.Zip. 


lennessee, 

Business  is  good. 


YOURS  WITHOUT  CHARGE... 

THIS  PORTFOLIO  SHOWS  HOW  EXECUTIVES  CAN 

SAVE  THOUSANDS  OF  PROFIT  DOLLARS  EACH  YEAR 

Yes,  this  valuable  kit  shows  how  companies  have  improved  pro- 
ductivity as  much  as  2%  or  more  and  saved  hundreds  of  dollars 
a  year,  per  employee.  Portfolio  includes  ideas,  data,  planning  aids 
and  a  slide-rule  calculator  to  compute  your  savings.  It's  our  way  of 
introducing  you  to  a  new  Muzak  program  offering  proven  values  and 
high  return  on  investment.  No  obligation;  request  your  copy  now. 


NAME. 


.TITLE. 


COMPANY. 


ADDRESS. 


MUZAK®  MONEY-IN-THE-BANK 

100  PARK  AVENUE,  NEW  YORK,  NY  10017 
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In  technology  simplicity  Is 
the  ultimate  sophistication. 


Most  modem  technology  is  allowed  to  become  vastly 
complicated  and  enormously  expensive.  Cost  overruns  and 
delays  are  too  often  accepted  as  unavoidable. 

Northrop,  however,  has  achieved  an  enviable  record 
of  production  that  is  on  time,  on  cost,  with  performance 
as  promised. 

In  every  part  of  our  business— aircraft,  electronics, 
communications,  construction,  and  services—  we  have 
found  that  simplification  leads  to  successful  management 
of  technology. 


NORTHROP 


NORTHROP  CORPORATION,  1800  CENTURY  PARK  EAST,  LOS  ANGELES,  CALIFORNIA  90067,  U.  S  A, 


M 


Easier  Ryder 


Ryder  System  got  the  go-go  disease,  but  a  strong 
constitution  and  a  smart  doctor  are  pulling  it  through. 


"If  I  didn't  think  that  Ryder  System 
was  fundamentally  sotmd,"  says  its 
new  boss,  President  Lesbe  O.  Barnes, 
59,  "I  wouldn't  have  taken  this  job. 
You  don't  leave  Allegheny  Airlines  to 
run  a  company  with  no  future." 

Fundamentally  sound  Ryder  may 
have  been,  but  it  was  terribly  fouled 
up.  In  swelling  from  $110  million  in 
revenues  to  half  a  billion  dollars  in 
only  six  years,  the  big  truck-leasing 
outfit  became  badly  overextended.  In 
1973  it  made  $20  million;  the  follow- 
ing year  it  lost  $20  million. 

Ryder  operates  a  rental  fleet  of 
nearly  50,000  trucks.  To  finance  so 
much  equipment,  founder  James  A. 
Ryder  went  deeply  into  debt.  On  top 
of  that,  he  borrowed  heavily  to  make 
numerous  acquisitions.  At  its  nadir  in 
1974,  the  company  owed  nearly  $500 
million— four  times  as  much  as  its 
stockholders'  equity.  Much  of  this 
debt  was  tied  to  the  prime  rate,  and 
when  interest  rates  went  out  of  con- 
trol in  1973-74,  Ryder's  interest 
charges  jumped  in  a  single  year  from 
$25  million  to  $40  million.  Another 
problem:  To  get  fast  earnings  growth, 
Ryder  pushed  short-term  rentals  until 
they  exceeded  long-term  leases.  Rival 
Leaseway,    by    contrast,    is    primarily 


long-term.  So  the  recession  hit  Ryder 
much  harder  than  it  hit  Leaseway. 

The  other  problem  was  manage- 
rial: Top  management  was  Jim  Ry- 
der, period.  In  the  mid-Sixties  he  de^- 
cided  to  move  beyond  the  corrtpany's 
basic  strength,  truck  leasing,  and  be- 
come a  trucking  conglomerate  also 
encompassing  truck  stops,  truck  and 
trailer  manufacture,  new-auto  haul- 
ing, training  and  maintenance  schools, 
even  restaurants  for  truck  drivers.  In 
rapid  succession  Ryder  built  or 
bought  its  way  into  all  these  areas. 

But  Jim  Ryder  had  health  and  per- 
sonal problems,  so  he  delegated  the 
job  of  realizing  his  ambitions  to  his 
hand-picked  president.  Miller  Van  Al- 
len, and  Van  Allen  was  unable  to 
withstand  Ryder's  whims.  "Ryder  was 
upset  when  he  didn't  get  his  name  in 
the  paper  every  few  months,"  one 
analyst  recalls.  "Earnings  reports  don't 
generate  enough  excitement,  but  ac- 
quisitions do.  So  Van  Allen  obliged, 
and  Ryder  was  pleased." 

In  the  summer  of  1974,  however, 
when  losses  began  to  appear  in  an 
alarming  number  of  Ryder's  opera- 
tions (new-auto  hauling,  forklift 
leasing  and  manufacturing),  Jim  Ry- 
der moved  back  into  action.  His  bank- 


Founder  Jim    Ryder   recently   sold    his 
Florida  home  for  a  hefty  $1.1  million. 


ers  insisted  he  install  the  proper  fi- 
nancial controls— and  he  did,  with  the 
aid  of  two  new  financial  men. 

Jim  Ryder  took  over  the  presi- 
dency himself,  but  Ryder  System's 
cash  was  flowing  out  faster  than  Jim 
Ryder  could  staunch  it.  In  early  1975 
he  had  to  go  back  to  the  banks  again 
for  a  $30-million  supplementary  line 
of  credit,  and  they  imposed  a  long 
string  of  rigid  conditions.  It  was  Jim 
Ryder's  last  hurrah;  he  bowed  out  of 
office  in  the  summer  of  1975.  With 
his  1  million  shares  (8%),  $500,000 
in  severance  pay  and  $I25,000-a- 
year  fee,  Jim  Ryder  still  has  a  lively 
stake  in  the  company.  But  he  no 
longer  runs  it.  Leslie  Barnes  does. 

Before  taking  charge  Barnes  con- 
vinced himself  that  Ryder's  basic 
truck-leasing  and  rental  business  was 
quite  sound.  Get  rid  of  the  loss  op- 
erations, eliminate  their  drain  on  both 
manpower  and  capital,  and  Ryder 
could  be  restored  to  health. 

Recovery  Route 

By  the  time  Barnes  got  there,  Jim 
Ryder  and  his  aides  had  made  most 
of  the  tough  decisions— like  unloading 
most  of  Jim  Ryder's  acquisitions. 
Barnes  finished  the  job  and  made  one 
acquisition  on  his  own.  He  bought  a 
good-sized  auto-hauling  outfit  to 
round  out  Ryder's  existing  auto  op- 
eration; the  company  now  does  $100 
million  a  year  hauling  General  Mo- 
tors and  Chrysler  cars. 

Ryder  got  back  into  the  black  last 
year,  with  a  profit  of  $12  million. 
With  that  profit  and  with  cash  from 
divestitures,  Barnes  has  reduced  Ry- 
der's debt-to-equity  ratio  from  four- 
to-one  to  three-to-one  and  hopes  to 
get  it  down  much  further  still.  He 
knows  that  leverage  is  great  when 
business  is  good,  but  that  it  can  kill 
you  when  business  falls  off.  He  also 
wants  to  keep  more  of  Ryder's  busi- 
ness on  a  leasing  basis.  "With  rentals," 
says  Barnes,  "your  earnings  can  evap- 
orate overnight  and  you  are  left  with 
lots  of  expensive,  unused  equipment." 

Ryder  is  nicely  profitable  again  and 
growing.  Barnes  has  cleared  arrear- 
ages on  the  preferred  stock,  and  aii.i 
lysts  wouldn't  be  surprised  to  see  res- 
toration of  a  token  payment  on  the 
common  by  the  end  of  this  year.  Any 
dividend  will,  however,  bo  only  a 
token,  because  it  will  take  a  long  time 
and  a  good  deal  of  plowrd-back  prof- 
its to  build  the  company's  capital  to 
the  point  where  it  can  comfortably 
handle  all  the  business  on  the  hooks 
or  in  prospect.  Like  many  another 
company,  Ryder  learned  the  hard  way 
that  wild,  uncontrolled  growth  can 
destroy  a  business.  Unlike  many  of 
the  others,  Ryder  sul^'ive(l  and  is  well 
on  its  way  hack  to  health.    ■ 
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Now  there's  q  smart,  sensibly  sized  automobile  within  reach  of  most  anyone. 


Concours  is  a  new  compact  from  Chevrolet,  the  most 
luxurious  we've  ever  made.  It's  filled  with  thoughtful 
features  that  add  to  your  comfort  and  driving  pleasure. 

Inside,  there  are  map  pockets  in 
the  carpeted  lower  door  panels,  a 
fold-down  center  armrest  in  front, 
an  abundance  of  rosewood  vinyl 
trim,  and  tasteful  color  coordina- 
tion of  seats,  carpets,  headliner 
and  instrument  panel. 

Outside.^Concours  is  classically 


lean,  much  like  a  European  touring  car.  There  are  subtle 
bright  metal  accents  at  windows  and  wheel  openings. 
Yet  for  such  a  complete  and  well-appointed  automobile, 
Concours  is  veryreasonablypriced. 
You  now  have  a  rare  opportu- 
nity to  move  down  in  size  without 
compromising  taste,  or  move  up 
to  something  with  more  interior 
space  and  comfort.  ^^^^ 

Concours, 
of  course. 


Chevrolet 


...^amMc 


Technical  Triumph 


That's  Joe  Gauthier's  Northern  Illinois  Gas. 


C.J.  GAUTmER  is  chairman  and  CEO 
of  Northern  IlUnois  Gas  Co.,  at  $716- 
million  revenues  the  U.S.'  fifth-larg- 
est gas  utility.  His  pride  and  joy  is  a 
truck  full  of  electronic  gear  that  can 
read  gas  meters  as  it  drives  past  spe- 
cially equipped  homes.  His  aim  is  to 
load  a  helicopter  with  such  gear  and 
read  household  meters  from  the  air. 
He  could  then  do  without  100  meter 
men,  who  get  paid  up  to  $7  an  houi 
before  fringe  benefits. 

Gauthier's  big  push,  since  taking 
over  NI  Gas  in  1971,  has  been  to  try 
to  offset  higher  natural  gas  prices  by 
automation.  But  he  has  been  only 
partly  successful.  In  1974  he  got  the 
company's  first  general  rate  increase  in 
20  years.  That,  plus  "pass-through" 
increases,  raised  his  average  residen- 
tial customer's  bill  by  35%  in  15 
months.  Still,  his  suburban  Chicago 
customers  pay  an  average  year  bill, 
including  heating,  of  only  $350— far 
lower  than  in  many  warmer  areas. 

Despite  such  rates,  NI  Gas  is  still 
one  of  the  industry's  top  money- 
makers. Since  1971  its  return  on  total 


capital  averaged  7.1%;  only  Oklahoma 
Natural  Gas  did  better.  And  while 
earnings  growth  has  been  held  back 
by  higher  gas  prices,  last  year  Gauth- 
ier  pushed  profits  up  to  $3.13  a  share, 
on  a  39%  revenue  gain.  ^ 

Underground  Plus 

What  will  help  NI  Gas  this  year 
is  one  of  Gauthier's  original  cost-cut- 
ting ideas.  As  a  lowly  engineer  back  in 
the  mid-1950s,  Gauthier  convinced 
management  to  store  excess  gas  in 
summer  in  vmderground  rock  forma- 
tions called  aquifers.  That  way  NI 
Gas  need  not  sell  to  "interruptible" 
customers  who  buy  at  a  steep  dis- 
count only  when  no  one  else  wants  it. 
"I  wasn't  a  geologist,"  says  Gauthier, 
"so  I  didn't  let  the  facts  confuse  me." 

NI  Gas  has  spent  $200  million 
building  the  largest  aquifer  facilities 
of  any  gas  utility;  and  that  capacity 
has  helped  the  company  add  residen- 
tial customers  at  double  the  industry's 
pace.  This  year,  when  others  are  short 
of  gas,  NI  expects  to  hook  up  27,000 
new  customers. 


Naturally,  Gauthier's  big  worry  is 
future  gas  supply.  In  recent  years  his 
main  supplier.  Peoples  Gas  subsidiary 
Natural  Gas  Pipeline,  has  cut  NTs 
annual  deliveries  by  10%  to  15%. 
Gauthier  responded  in  1974  by  put- 
ting on  stream  an  SNG  (synthetic 
natural  gas)  plant  that  now  accounts 
for  10%  of  NI's  gas  supply. 

Unfortunately,  the  SNG  plant's 
main  feedstock  is  petroleum-based 
naphtha,  which,  depending  on  the 
Arabs,  can  be  in  short  supply  at  any 
time.  So  Gauthier,  after  a  deal  with 
Burmah  Oil  to  build  a  refinery  in 
Maine  fell  through,  is  looking  for  an- 
other oil  company  partner. 

Further  ahead— say,  1979— is  the 
$200-million-to-$300-million  coal  gas- 
ification plant  Gauthier  is  planning, 
with  money  from  the  Government  and 
other  Illinois  utilities.  NI  could  make 
money  on  it  in  three  ways:  1)  by  sell- 
ing it  coal  from  reserves  Gauthier  has 
accumulated  in  central  Illinois  since 
1969;  2)  by  running  the  plant;  and 
3)  by  seUing  its  output. 

Of  course,  that  is  still  a  way  down 
the  road— as  is  an  assured  naphtha 
supply.  So  it  is  understandable  that 
NI  still  sells  near  book  value,  and 
close  to  seven  times  expected  1976 
earnings.  But  you  certainly  have  to 
give  Joe  Gauthier  credit  for  trying.  ■ 


Thats  a  Butler  building? 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you.  write  Butler 
Mfg.  Co..  BMA   lower.  Dept. 
B-396,  Kansas  (  itv.  Mo.  64141. 
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Diamond  Internationars 
consumer  protection  package 

saves  money. 


-T»MMi;»t/F*«jHiMaaaii%L.5 ' 


I 


It  keeps  meat  fresh  longer. 

Diamond's  see-through  tray  is  the  only  meat  pack- 
age with  windows  that  show  the  bottom  clearly.  They 
let  cool  air  reach  the  bottom,  to  keep  the  meat  fresh 
longer.  This  cuts  waste  and  saves  money. 
Like  Diamond's  popular  egg  cartons  and  produce 
trays,  our  see-through  meat  trays  are  made  of  a 

renewable,  natural  fibre,  grown  in  our  forests. 

They  protect  the  environment,  too,  because  they're  biodegradable.  So 

everyone  saves. 

From  Diamond  International.  The  responsible  one. 

^O  ii\iTt^Nli\i/4TIOISJAL 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 
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le  \de^^Batik'Is"brea[king  the  rbacibrocks  i 


Crowded  roads,  inadequate  rail  service, 
crumbling  mass  transit.  The  problems  vary 
from  country  to  country.  Yet  better,  safer,  more 
reliable  transport  is  needed  everywhere. 

Canadian  Imperial  Bank  of  Commerce- 
over  $22  biUion  (Canadian)  strong -is  cunently 
involved  in  solving  problems  on  three 
continents  with  ideas  and  investments.  And  our 
experience  in  this  field  goes  back  100  years. 

We  learned  the  transportation  business 
the  hard  way,  back  home  in  Canada,  where 
distances  are  long,  terrain  is  rugged,  and  only 
a  balanced  and  efficient  transport  system 


could  hold  the  nation  together.  So  we  helped 
build  it. 

Now  we're  applymg  our  experience  on  a 
global  scale.  From  railroads  in  Europe  to  super 
highways  in  Latin  America. 

If  you  have  a  transport  project  to  propose, 
you  should  come  and  talk  to  us.  Just  call  your 
nearest  Canadian  Imperial  Bank  of  Commerce 
office.  We're  anxious  to  exchange  ideas  with  you. 
'The  Ideas  Bank: 


<i> 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office -Commerce  Court,  Toronto  M5L  1A2,  Canada  New  York  Agency  22  William  St ,  N  Y  10005  •  (212)  344-3801 
Over  1,650  branches  in  Canada,  branches  or  representative  offices  in  maior  business  oenlr«s  worldwide 


After  The  Coup,  What? 

Argentina,  once  proud  and  rich,  took  the 
idea  of  the  economic  free  lunch  to  its  logical 
conclusion:  chaos.  The  military  coup  is  only 
a  first  step  in  restoring  pride  and  prosperity. 


Argentina's  painstakingly  planned 
coup  has  succeeded,  the  ridiculous 
Isabel  Peron  has  been  dispatched 
under  guard  to  the  boondocks,  and 
the  country's  new  rulers  have  an- 
nounced an  abandonment  of  Peronist 
bread-and-circus  economics.  Now 
comes  the  real  test:  Having  installed 
a  Minister  of  the  Economy  who  be- 
lieves in  the  free  enterprise  market 
system,  can— and  will— the  military 
stick  with  him?  Even  more  touchy: 
Will  the  individualistic  Argentines  ac- 
cept the  short-term  austerities  needed 
to  yield  a  long-range  boom? 

Economically  speaking,  Argentina 
has  almost  everything:  only  25  mil- 
lion people  in  a  fertile,  temperate 
country  almost  one-third  the  size  of 
the  U.S.  No  race  problem  (the  people 
are  overwhelmingly  of  European  de- 
scent) ;  no  population  problem;  a  huge 
food  surplus;  and  no  serious  shortage 
of  domestically  produced  energy.  The 
only  thing  the  country  has  been  lack- 
ing is  a  working  economy. 

As  one  planner  in  the  new  govern- 
ment says,  "We  knew  it  was  bad,  but 
we  didn't  know  how  bad  until  we 
got  a  look  at  the  books."  Inflation, 
which  ran  at  a  340%  rate  last  year, 
is  now  up  to  40%  a  month.  Industrial 
production  dropped  9%  from  the 
fourth  quarter  of  1974  to  the  fourth 
quarter  of  1975,  and  about  another 
5%  in  the  first  quarter  of  this  year. 
Since  the  Peron  administration  took 
over  in  1973,  the  government  has 
added  over  300,000  new  employees 
to   an   already   swollen   bureaucracy- 


equivalent  to  the  U.S.  adding  2.5  mil- 
lion bureaucrats  in  three  years. 

Under  the  old  regime,  private  em- 
ployers were  virtually  forbidden  to 
fire  employees  for  inefficiency  or  lay 
them  off  for  lack  of  business.  Unless, 
that  is,  they  paid  a  big  bribe  to  the 
unions.  High  absenteeism  was  encour- 
aged by  liberal  "sick  leave"  laws. 

The  new  free  market  Minister  of 
the  Economy  is  Jose  Martinez  de 
Hoz,  51,  a  thin,  soft-spoken  lawyer. 
A  member  of  one  of  the  richest  fam- 
ilies in  the  country,  he  formerly  ran 
Acindar,  Argentina's  largest  private 
steel  company. 

The  key  to  his  program  is  a  big  ex- 
pansion in  grain  and  beef  exports, 
using  the  foreign  exchange  and  new 
foreign  investment  to  finance  indus- 
trial supergrowth  a  la  Mexico  and 
Brazil.  This  is  a  reversal  of  the  Per- 
onist system,  which  sacrificed  agri- 
cultural development  to  favor  social 
welfare  and  inefficient  industries. 

The  Argentine  fiscal  system  seems 
to  have  been  designed  by  the  Marx 
Brothers  rather  than  by  Maynard 
Keynes  or  Adam  Smith.  Most  Argen- 
tines laugh  at  taxes,  and  to  sell 
bonds  the  government  must  index 
them  for  inflation— itself  a  highly  in- 
flationary practice.  A  full  80%  of  the 
Jjudget  last  year  was  financed  through 
debt  and  the  printing  press. 

Of  the  remaining  20%,  agriculture 
paid  for  a  quarter  through  a  system 
where  the  farmers  get  only  about 
one-third  the  world  price  for  their 
grain  because  the  government  pockets 


The  tanks  and  armored  personnel  carriers  were  there,  but  the  military 
coup  was  a  fairly  innocuous  one.  The  radio  stations  played  bland  mood 
music  al!  day,  and  few  Argentines  bothered  to  obey  the  official  curfew. 


Dr.  jose  Martinez  de  Hoz 

the  other  two-thirds.  With  this  sys- 
tem, landowners  can't  and  won't  buy 
fertilizer  or  make  agricultural  invest- 
ments. Argentine  land  planted  to  corn 
is  at  least  as  fertile  as  American  land, 
but  as  a  consequence  of  this  nonin- 
vestment,  yields  are  only  half  as  much. 
Economics  Minister  Martinez  de  Hoz 
clearly  is  moving  toward  the  even- 
tual elimination  of  export  taxes  on 
grain.  But  for  now  he  has  to  be  con- 
tent with  lowering  the  taxes  since 
the  government  badly  needs  the  cash. 

According  to  one  U.S.  agricultural 
expert:  "With  higher  prices  to  the 
farmer,  and  high  investment,  Argen- 
tina could  raise  its  grain  production 
by  40%  to  50%  from  historical  levels." 
(A  drought  over  the  past  two  years 
has  cut  production.)  That  would 
mean  a  doubling  in  export  income,  as- 
suming world  grain  prices  stay  high. 

In  the  peak  year  of  1974,  the  coun- 
try earned  over  $1.3  billion  from 
grain  exports.  Double  that  figure,  or 
even  raise  it  by  half,  and  the  coun- 
try's $10-billion  foreign  debt  doesn't 
look  so  bad,  especially  since  the  trade 
account  will  already  be  in  rough  bal- 
ance this  year. 

Higher  farm  income  will  come  not 
only  from  a  larger  share  of  the  ex- 
port earnings,  but  from  the  domestic 
market  as  well.  Price  controls  have 
kept  food  prices  way  down.  Those 
controls  have  been  removed,  but  con- 
trols on  wages  are  still  in  place.  So 
the  price  of  labor  and  machinery 
won't  eat  up  the  farmer's  profits. 

It  all  works  out  neatly— except  for 
the  Argentine  wage  earner. 
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HELP  OFFERED 

FWANCINGAVAIUBLE 

Low-Interest,  Long  Term 
financing    available    to 
companies  moving  to  Con- 
necticut. 

For  details,   contact    in 
confidence: 

Edward  J.  Stockton,  Com- 
missioner, Connecticut  De- 
partment   of    Commerce, 
210  Washington  Street, 
Hartford,  Connecticut 
06106 

Busness  Oppertuii^ 

For  manufacturing  compa- 
nies moving  their  plant  sites 
to  Connecticut.  State  and 
locai  goverrwnents  want  your 
business.  Connecticut  De- 
partment of  Commerce  can 
put  it  all  together.  For  de- 
tails call: 

Edward  J.  Stockton,  Commis- 
sioner. (203)  566-5037 

TAX  ABATEMENTS 

Connecticut  offers  access 
to  property  tax  abatements 
for  companies  moving  into 
State.  For  details,  contact: 
Commissioner  Stockton, 
Connecticut  Department  of 
Commerce,  210  Washing- 
ton Street,  Hartford,  Con- 
necticut 06106        _<,^_^^ 

PLANT  SITE  AVAiUBLE 

Industrial  zoned  sites 
with  sewers,  water, 
and  natural  gas.  From 
$1,000  per  acre. 
For  details  write: 
Commissioner,    Con- 
necticut Department  of 
Commerce,  210  Wash- 
ington  St.,    Hartford, 
Connecticut  06106 

LOTSOfCI^AN. 
AVAILABLE  SPACE 

Immediate  occupancy. 
Includes  heat.   $1.00 
sq.  ft.  For  details  call: 
Edward  J.  Stockton, 
(203)  566-5037 

Operating  in  a  loft 
la  the  City? 

Crowded?  Want  out?  Connec- 
ticut has  the  room.  For  you. 
For  your  business.  For  your 
family.  For  specifics  write: 
Connecticut  Department  of 
Commerce,  210  Washington 
Street  Hartford,  Connecticut 
06106 

Skilled  Ubor 

Available  in  a  variety  of  indus- 
tries. Pharmaceutical  •  Aero- 
space •  CommunicatioflS.  Con- 
tact in  confidence: 
Edward  J.  Stockton,  Connecticut 
Department  of  Commerce,  210 
Washington  Street,  Hartford, 
Conn.  06106 

Clerical  Help  Available 

No  business  can  function 
without  good  clerical   help, 
y/e've  got  secretaries,  Ixxjk- 
keepers  and  receptionists 
available  immediately.  For 
details  on   clerical   help   in 
Connecticut  call:  Edward  J. 
Stockton.  Commissioner,  De- 
partment   of    Commerce. 
(203)  566-5037 

SXILLED  LABOR 

•  machine  tool  workers  •  ma- 
chinists •  metal  workers  avail- 
able now.  Write  to: 
Commissioner,  Connecticut  De- 
partment of  Commerce,  210 
Washington  Street,  Hartford, 
Connecticut  06106 

Middle  Management 
Pe<HMe 

Is  your  business  in  a  t>ind  for 
good  people  who  follow  direc- 
tions and  are  able  to  grow 
with  your  company?  Look  into 
Connecticut. 

Call:  Commissioner  Stockton, 
(203)  566-5037                   yr\ 
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Ever  wonder  whether  you're  run- 
ning a  business  or  a  vocational 
training  school?  Or  whether 
there's  even  such  a  thing  as 
skilled  labor?  Stop  wondering. 
Look  into  the  reality  of 
Connecticut.  Look  at  the 
nature  of  the  companies  who 
operate  here.  Aerospace, 
nnachine  and  machine  tools, 
pharmaceutical  and  an  inter- 
facing of  unexcelled  service 
industries. 

And  that's  only  the  beginning. 
We've  got  ideal  existing  space 


and  plant  sites.  Access  to  prop- 
erty tax  abatements  and  long- 
term,  low  interest  financing. 
No  personal  city  or  state 
income  taxes.  And  of  course, 
the  Connecticut  lifestyle. 

For  more  information  about 
moving  your  company  to 
Connecticut,  contact  in  confi- 
dence, Edward  J.  Stockton, 
Commissioner,  Connecticut 
Department  of  Commerce, 
Suite  421, 210  Washington 
Street,  Hartford,  CT  06106. 
Or  call  (203)566-5037. 


CONNECTICUT 


So  much  Sonear 


For  advice  on  British 

Real  Estate,  talk  to  the 

British  in  New  Yoris. 


375  Park  Ave.,  New  York,  N.Y  10022  (212)  688-8181 


Offices  in ;  London  City  &  West  End,  Croydon,  Glasgow, 
Edinburgh,  Jersey,  Dublin;  also  Brussels.  Antwerp. 
Paris,  Rotterdann,  Amsterdann.  Frankfurt,  Hamburg, 
Hong  Kong.  Singapore,  Kuala  Lumpur.  Kuching,  Beirut. 
Sydney.  Canberra,  Melbourne,  Brisbane.  Adelaide. 
Perth;  associated  offices  in  Chrlstchurch.  Auckland 


Chartereo  Surveyors 

htemational  Real  Estate  Consultants 
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That's  the  catch.  Stati.stics  on  real 
income  in  Argentina  aren't  all  that  re- 
liable, but  according  to  one  ofiRcial 
at  the  Central  Bank,  "real  wages  are 
down  about  10%  from  March  of  1975 
to  March  of  1976."  And,  he  adds 
with  a  pessimistic  shake  of  his  head,' 
"When  you  add  on  the  price  rises  in 
food  and  government-supplied  ser- 
vices like  oil  [up  30%],  you  have  a 
20%  to  30%  drop  in  real  income  and 
some  very  unhappy  people." 

More  to  the  point,  you  have  very 
unhappy  people  who  are  literate 
(92%  of  the  country),  organized  (un- 
ion membership  is  29%  of  the  labor 
force)  and  opinionated  (just  ask 
them).  Also,  they've  seen  militar>' 
governments— and  austerity  plans- 
come  and  go  before. 

Old  Story 

The  last  time  Argentina  got  a  mili- 
tary government  was  in  June  1966. 
General  Ongania  threw  out  the  civil- 
ian administration  of  President  Illia 
and  instituted  a  development  plan 
drawn  up  by  the  Minister  of  the 
Economy,  Adelbart  Krieger  Vasena. 

The  plan,  though  not  as  market 
oriented  as  the  present  one,  encour- 
aged domestic  and  foreign  investment, 
and  brought  about  an  economic  up- 
turn. Then  in  May  1969,  in  the  mid- 
dle of  the  upturn,  came  the  Cordo- 
bazo,  a  rebellion  in  the  highly  indus- 
trialized city  of  Cordoba.  Troops  dis- 
lodged strikers  and  political  activists 
from  their  occupation  of  much  of  the 
city,  but  the  shaken  military  changed 
top  generals  twice,  and  finally  al- 
lowed Juan  Peron  to  come  back. 

The  present  government  has  t;c'rt/ 
clear  memories  of  the  Cordobazo. 
Most  Argentine  officers  are  drawn 
from  the  middle  class.  They  li\e 
among  civilians,  rather  than  on  mili- 
tary reservations.  They  don't  want 
to  use  the  harshly  repressive  tactics 
of  the  Chilean  mihtary  (and  get  the 
bad  press).  Ruthlessness  with  terror- 
ists is  one  thing;  firing  on  masses  ol 
striking  workers  quite  another. 

This  time  around,  the  military  is 
determined  to  hang  on  to  its  broad 
popular  support.  It  has  tried  to  learn 
from  the  political  mistakes  of  6ngania 
and  the  Chilean  military. 

Also,  while  the  military  men  arc 
(juite  conservative  and  strongly  anti- 
Communist,  that  isn't  to  say  that  tlu\ 
have  complete  faith  in  the  free  mar- 
ket. A  free  economy  .sounds  a  littli' 
undisciplined  to  the  military  mind. 

This  contradiction  sh()xv;s  up  in 
Fabricaciones  Militares,  the  military's 
very  own  industrial  complex.  KM.  as 
it's  called,  is  one  of  the  largest  in- 
dustrial companies  in  the  country.  It 
produces  the  military's  light  weapons 
and  much  of  its  artillery,  but   it  also 
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WHEN  SOMEONE  MAKES  A  SURPRISE  BID  FOR 
YOUR  COMPANY,  YOU  DON'T  HAVE  TIME  TO  WASTE. 

VICTORY  OFTEN  GOES  TO  THE  SIDE  THAT  GETS 
ITS  POSITION  ACROSS  THE  FASTEST 

THAT'S  WHY  YOU  SHOULD  MAKE  MAILGRAM® 
SERVICE  PART  OF  YOUR  CONTINGENCY  PLAN. 

THERE'S  NO  FASTER  WAY  TO  GET  THE  WORD 
AROUND  THAN  MAILGRAM  MESSAGES.  MAILGRAMS 
CAN  REACH  HUNDREDS  OR  THOUSANDS  OF 
PEOPLE  0\^RNIGHT  DIRECT  FROM  YOUR  COMPUTER 
TO  YOUR  STOCKHOLDERS  FOR  LESS  THAN  $1.00  EACH. 

AND  MAILGRAM'S  FORMAT  DEMANDS 
IMMEDIATE  ATTENTION. 

FOR  A  FREE  BULLETIN  ON  HOW  TO  USE 
MAILGRAMS  DURING  TAKE-OVER  BIDS  OR  PROXY 
FIGHTS,  CALL  JACK  COCHRAN,  TOLL  FREE,  AT 
800-325-6400  (IN  MISSOURI,  800-342-6600).  OR 
WRITE  TO  HIM  AT  WESTERN  UNION,  1  LAKE  STREET, 
UPPER  SADDLE  RIVER,  NJ  07458. 
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Mailgram:  Impact  of  a  Telegram 
at  a  fraction  of  the  cost. 


We  just  came  in  86th,  and 
were  impressed. 

That  s  where  Amcord  ranks 
in  terms  of  five-year  annual 
earning  growth  among  all 
of  the  1.531  New  York  Stock 
Exchange-listed  companies* 
This  places  us  among  the  top 
6% . . .  not  bad  company. 

It  is  our  employees' determined 
efforts  to  control  costs  and 
inventories,  and  watch  the 
bottom  line  on  a  day-to-day 
basis  that  has  put  us  among 
the  growth  leaders.  Manage- 
ment has  also  done  its  part 
by  increasing  productivity 
across  the  board. 

The  result  has  been  a  184% 
increase  in  Amcord  earnings 
over  a  five-year  period.  And, 
to  the  benefit  of  our  share- 
holders, this  has  been  trans- 
lated into  a  35%  increase  in 
Amcord's  cash  dividend  rate 
in  the  past  two  years  alone. 

We're  proud  to  be  86th  on  one 
list  and  equally  delighted  to 
be  1st  on  another.  Last  year, 
Amcord  outpaced  every  one 
of  the  nation's  other  leading 
cement  producers  in  earnings 
with  a  12%  increase  in  net 
income. 

Amcord  didn't  get  this  far  by 
standing  still.  Just  ask  our 
shareholders. 


William  T  Pascoe,  III 
Chairman  of  the  Board  and 
Chief  Executive  Officer 


^AMCORD 

-isted  NYSE,  PSE.  Symbol  AAC. 


WillJamT  Pascoe,  III.  Chairman  Fa 

Amcord.  Inc 

610  Newport  Center  Drive 

Newport  Beach,  California  92663 

I  want  to  hear  more  about  your  company 
and  the  industries  it  serves   My  card 
is  attached 


*DAILY  GRAPHS,  March  5, 1976, 
William  O'Neil  and  Co.  Incorporated 


makes  a  wide  range  of  civilian  prod- 
ucts as  well— subway  cars,  school 
desks  and  sulphuric  acid  among  them. 
In  fact,  80%  of  its  sales  are  to  civil- 
ian markets. 

General  Diego  Urricariet,  the  pres- 
ident of  FM,  says:  "We  see  ourselves 
as  working  tvith  private  industry.  We 
identify  national  requirements,  and 
we  ask  private  industry  to  see  if  they 
want  to  be  the  ones  to  fulfill  them. 
If  they  don't  want  to  take  the  jobf, 
we  will."  In  other  words,  capitalism 
is  fine— if  it  goes  far  enough. 

Still,  the  military  has  gotten  over 
some  of  its  rabid  nationalism  of  past 
years.  It  is  willing  to  go  along  with 
foreign  oil  contracts  and  foreign  in- 
dustry—as long  as  they  fulfill  those 
"national  requirements." 

The  biggest  single  requirement,  as 
the  military  sees  it,  is  to  develop  the 
steel  industry.  About  one-third  of  Ar- 
gentina's imports,  over  $900  million 
last  year,  are  steel  products.  Steel  is 
a  capital-intensive,  low-margin  busi- 
ness with  a  long  payout  time.  Pri- 
vate companies  just  haven't  had  a  sta- 
ble, encouraging  environment.  So  FM 
built  up  SOMISA,  a  99%-owned  sub- 
sidiary that  is  the  largest  steel  com- 
pany in  the  country.  At  the  same 
time,  FM  supervises  the  development 
and  production  plans  of  the  private 
steel  companies. 

This  is  why  Jose  Martinez  de  Hoz 
was  the  most  logical  man  for  the  job 
of  reconstructing  the  Argentine  econ- 
omy. For  years  he  had  to  balance  off 
the  statism  and  nationalism  of  the  mil- 
itary's steel  planners  with  the  logic 
of  the  capitalist  market. 

This  has  given  him  a  reputation 
as  a  mediator  and  compromiser  rath- 
er than  a  strong  man.  Some  upper- 
class  Argentines  grumble  at  his  ac- 
commodations with  the  military's  na- 
tionahsm,  and  say  that  he  could  have 
forced  an  even  higher  national  invest- 
ment rate.  The  fact  of  the  matter  is 
that  he  has  pushed  the  military  about 
as  far  and  as  fast  as  it's  willing  to  go 
in  the  direction  of  a  free  market. 

Whatever  their  differences,  though, 
the  Argentine  elite  and  the  military 
are  united  by  a  common  cause— show- 
ing that  they,  and  not  the  Brazilians, 
should  be  Latin  America's  real  lead- 
ers. Nothing  galls  the  Argentines 
more  than  the  success  of  the  Brazil- 
ians. They  remember  that  at  the  end 
of  World  War  II  Argentina's  wealth 
was  comparable  to  Canada's,  while 
Brazil  in  those  days  was  a  backward 
coffee  republic. 

By  1974,  Brazil's  gross  national 
product  was  $93  billion,  nearly  doti- 
ble  Argentina's.  Argentina's  per-cap- 
ita  income  is  still  nearly  double  Bra- 
zil's. But  Brazil's  annual  growth  rate 
through    the    late    Sixties    and    early 


Seventies  was  around  10%— double  Ar- 
gentina's. (Meanwhile,  Canada's  GNP 
reached  a  $144-billion  level  in  1974. ) 

As  geopolitical  rivals,  the  Argen- 
tines don't  really  like  the  idea  of  the 
Brazilians  being  ahead  in  any  way. 
What  makes  it  worse  for  them,  psy- 
chologically, is  that  they  feel  them- 
selves superior  to  Brazil's  mixed-race, 
40%-illiterate  society.  The  typical  Ar- 
gentine is  a  bit  of  a  racist.  "We  are 
Europeans,"  they'll  tell  you,  with  an 
implied  sneer  at  Brazil's  large  black 
and  Indian  population. 

Still,  when  the  Argentines  say  that 
Americans  and  Europeans  have  over- 
estimated Brazil  and  underestimated 
them,  they  have  a  point.  Brazil,  a 
big  energy  importer,  was  hard  hit 
by  the  oil  crisis.  Argentina  produces 
85%  of  her  needs,  and  could  easily 
be  self-sufficient.  Brazil  ran  a  trade 
deficit  of  more  than  $3.5  billion  in 
1975— more  than  3J2  times  Argentina's. 
It  faces  a  big  deferred  bill  for  educa- 
tion and  social  services— a  problem 
the  Argentines  have  been  dealing 
with  for  some  time. 

That  truculent  Argentine  workforce 
can  be  a  very  productive  one  when 
the  political  and  social  climate  is 
right.  Foreign  managers  compare  the 
Argentine  workers  favorably  to  the 
French.  And  right  now,  the  work- 
ers are  going  along  with  the  mili- 
tary's program.  Within  a  couple  of 
days  after  the  coup,  productivity  at 
many  factories  literally  doubled. 

Will  They  Make  It? 

How  long  will  it  be  kept  up?  That's 
the  question.  Argentine  workers  are 
accustomed  to  taking  off  whenever 
they  feel  like  it— and  they  couldn't  be 
fired  for  it;  keeping  regular  hours  is 
going  to  be  something  of  a  shock.  Nor 
will  the  hundreds  of  thousands  of  bu- 
reaucrats and  featherbedding  work- 
ers enjoy  being  laid  oft. 

The  leftist  guerrillas  will  certainly 
try  to  capitalize  on  the  inevitable  lay- 
offs and  the  temporary  drop  in  living 
standards,  but  the  army  can  almost 
certainly  handle  this— provided  the 
workers  don't  back  the  guerrillas.  And 
this  time,  there  isn't  any  Juan  Peron 
in  exile  to  rally  an  opposition  move- 
ment. The  big  question  mark,  then, 
is  the  ordinary  Argentine.  If  he  rises 
en  masse  against  economic  discipline 
as  he  did  in  Cordoba  in  1969,  the 
Army  is  neither  big  enough  nor  tough 
enough  to  force  him  back  into  line. 

What  does  the  ordinary  Argentine 
really  want?  A  modern  society  with 
a  high  growth  rate,  but  one  where 
you  have  to  go  to  work  five  days  .i 
week?  Or  the  continued  illusion  of  a 
free  lunch  but  at  the  expense  of  na- 
tional pride  and  wealth?  That's  tlie 
ultimate  question.   ■ 
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Fbieign  exchange  isnt 
foreign  to  iis». 


. . .  neither  is  any  other  form  of  international 
banking.  It's  where  we've  made  our  reputation 
and  where  our  expertise  is. 

When  you  work  with  a  Swiss  banker,  you 
are  working  with  a  specialist  in  your  area  of 
concern.  His  advice  and  information  are  backed 
by  a  worldwide  network  of  experienced  bankers. 


The  Swiss  Bank  Corporation  is  the  oldest 
Swiss  Bank  in  the  United  States  with  assets 
of  $19  billion.  Our  branches  here  in  America 
offer  a  full  range  of  commercial  ser  ices,  both 
foreign  and  domestic.  If  you'd  like  to  see  how 
we  can  help,  please  call  one  of  the  numbers 
listed  below. 


SWISS  BANK 
CORPORATION 


jgL^       The  international  specialists 


With  branches  in  New  York  (212)  791-2777,  Chicago  (312)  346-0360  and  San  Francisco  (415)  434-2640. 
Representative  offices  in  Los  Angeles  (213)  489-5900  and  Houston  (713)  223-5160. 


when  we  first  introduced  the  Xerox 
9200  Duplicating  System  we  thought  it  was  a  very 
good  idea. 

But  we're  happy  to  say  "very  good"  hasn't 
been  the  typical  reaction. 


lW 


^Thebest' 

Don  Staff 

Copy  Center  Manager 
American  Hospital  Supply 
McGawPark,  Illinois 

"...the  added  volume  that  we 
can  do. .  .we'd  never  be  able 
to  handle  this  with  automatic 
offset.  The  most  critical  thing  in 

automatic  offset  is  the  chemistry  that's  involved. 

With  the  9200,  you've  eliminated  all  of  this." 

^Excellent" 

John  F.  Cannon 

S  uperintendent,  Typing/ Duplicating 
Peoples  Gas  Company 
Chicago,  Illinois 

.  "The  9200  has  tremendous 
productivity  capability 
because  of  its  unlimited  on- 
sorter.We  preserftly 

are  sorting  on-line  96%  of  the  volume  reproduced 

on  the  9200." 


line 
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Unbelievable 

Paul  D.  Lafferty 

Manager,  Engineering  Specifications 

Jeep  Corporation 

American  Motors 

Toledo,  Ohio 


m  "The  9200  is  doing  two  things 
for  us.  Number  one,  it's  saving  us 
money,  and  number  two,  it's 

making  our  people  more  productive.  And  this  is 

probably  our  biggest  saving." 


''Fantastic'' 

Louis  Cummiskey 
Section  Head 
U.S.  Trust  Company 
New  York,  New  York 

"My  biggest  compliment  to 
Xerox  is  to  the  service  people, 
and  the  support  groups,  the 
training,  the  follow-up... the 
help  that  we  get  from  sales.  I  can't  honestly  remember 
working  overtime  with  the  9200  because  of  backlog." 

"ThriUed" 

William  C  Mains 

Graphic  Services  Manager 

Cargill 

Minneapolis,  Minnesota 

"As  one  of  my  employees 

KA  It^^^^^^^  ^^^  ^^  "^^'  ^^  ^^^  ^^^  of  the 
jHl  ^^^^^^^H  few  times  in  20  years 
■B  ^^HHHH  that  she's  actually  received 
accolades  from  Departmental  Managers  on  the 
work,  quality,  and  speed  of  copies." 

rOneheckofa 
machine" 

James  J.  Babel 
Purchasing  Supervisor 
F&M  Savings  Bank 
Minneapolis,  Minnesota 

"It  has  been  very,  very  depend- 
able, with  quick  turnaround. 
For  our  particular  operation 
the  9200  is  in  my  opinion  one  of  the  most  efficient 
duplicating  systems  going.  And  I  sincerely  believe  that!' 


XEROX 


XEROX«)and9200«aretra<lenurlu  of  XEROX  CORPORATION. 


The  Pony  Express  Rides  Again 


With  the  U.S.  Postal  Service's  problems  have  come  good  times  for  the  private  postmen. 

There's  a  silver  lining  in  every  cloud, 
and  the  U.S.  Postal  Service's  red  ink 
is  no  exception.  Facing  a  fiscal  1976 
deficit  of  $1.5  billion,  the  USPS  is 
trying  urgently  to  get  more  subsidies 
and  fees  and  cut  services. 

And  now  the  good  news:  The  pri- 
vate coiuier  companies  are  making 
more  money  than  ever. 

Look,  for  example,  at  New  Jersey- 
based  Purolator  (1975  sales:  $298 
million),  the  biggest  in  the  courier 
business.  Revenues  from  Purola tor's 
old-line  filters  and  gasoline  caps  busi- 
nesses were  down  9%  last  year.  But 
sales  from  its  courier  division  were  up 
some  24%,  to  $124  million.  Including 
armored  car  service,  Purolator  Ser- 
vice provided  nearly  60%  of  Purola- 
tor's  revenues  and  73%  of  profits. 

In  Chicago,  the  American  Stock  Ex- 
change-traded International  Couriers 
Corp.'s  revenues  climbed  some  30%, 
to  $37  million.  And  in  Seattle,  Loomis 
Corp.  reports  its  coiuier  sales  in- 
creased 35%.  (Both  companies  en- 
joyed a  windfall  from  Canada's  two- 
month  postal  strike.)  Such  businesses 
as  Greyhound  Corp.  and  Baker  Indus- 
tries are  up  around  12.5%. 

The  courier  companies  play  down 
the  extent  to  which  they  compete 
directly  with  the  USPS.  No  one  but 
the  Government  can  charge  to  deliver 
first-class  mail;  the  private  express 
statutes  see  to  that.  Moreover,  couri- 
ers' services  can  no  more  be  com- 
pared with  government  mail  delivery 
than  a  Bugatti  could  be  compared 
with  a  Model  T.  Couriers  offer  a  per- 
sonal, handmade  and  very  expensive 
product.  Suppose  you  want  a  2^2 
pound  legal  brief  delivered  across 
town  in  New  York.  A  courier  em- 
ployee will  pick  it  up  at  your  office, 
hop  on  a  bus  or  subway  and  take  it 
to  the  ultimate  receiver.  That  will  cost 
you  $5.85  as  against  $2.05  cents  in 
stamps.  If  the  document  goes  cross- 
country, the  courier  in  New  York  puts 
it  on  a  plane;  his  counterpart  in  es- 
sence meets  the  plane  in  Los  Angeles 
and  takes  the  document  to  whom- 
ever is  to  receive  it.  Cost:  approxi- 
mately $32. 

For  the  extra  cost  you  get  extra 
value.  The  government  mailmen  re- 
quire you  to  put  the  communication 
in  a  mail  drop,  from  which  it  is  even- 
tually picked  up  and  taken  to  a  cen- 
tral sorting  terminal.  If  the  delivery  is 
across  town,  the  document  is  sent  to 
a  local  postal  branch,  then  goes  into 
the  postal  route,  and  finally  is  deliv- 
ered. In  New  York,  that  can  take  two 


or  three  days,  or  even  longer. 

Their  high  fees  notwithstanding, 
the  couriers  are  being  used  more  and 
more.  Part  of  the  reason  is  economic: 
Time  is  money. 

Another  apparent  reason  is  psycho- 
logical, a  kind  of  rising  expectation 
as  to  the  speed  with  which  things 
should  move.  Says  Purolator  Vice 
President  Jack  Milne:  "A  major  reason 
behind  the  20%-to-30%  annual  growth 
in  this  business  is  that  everything  is 
moving  faster  today.  You  can  leave 
New  York  this  afternoon  and  have 
dinner  in  Los  Angeles.  You  expect  the 
same  for  your  communications." 

Electronic  Competitors 

For  this  very  reason,  couriers  them- 
selves face  stiflF  competition  from 
rapidly  advancing  electronic  delivery 
systems.  The  Federal  Reserve  System- 
backed  electronic  funds  transfer  is  be- 
ginning to  limit  the  importance  to  the 
couriers  of  their  old-line  canceled 
check  delivery  business.  Dollar  vol- 
ume on  that  business  is  still  growing. 
But  while  some  90%  of  Purolator's 
courier  revenues  were  accounted  for 
by  canceled  check  deliveries  in  1969, 
42%  were  last  year.  Purolator's  Jack 
Milne  sees  the  figure  dropping  to  25% 
or  less  within  five  years. 

And  there  are  the  electronic  mes- 
sage transmittal  systems  of  Xerox, 
International  Business  Machines,  Min- 
nesota Mining  &  Manufacturing  and 
even  Exxon— part  of  the  office  equip- 
ment revolution  (Forbes,  Dec.  15, 
1975).  These  systems  can  deliver  the 
written  (or  computered)  word  in 
minutes,  not  hours.  Until  last  year,  a 
Xerox  telecopier  required  at  least  120 
minutes  to  send  a  30-page  d(x;ument. 


Now  the  document  can  be  sent  in 
60  minutes  on  Xerox'  new  Telecopier 
200.  "We're  finding  that  people  are 
considering  these  machines  for  their 
mailrooms  to  send  many  documents," 
says  Xerox  product  marketing  man- 
ager James  Clark. 

The  U.S.  Postal  Service  is  trying  to 
compete  via  its  new  "express  mail" 
service.  The  government  postmen  are 
even  trying  to  join  the  electronic  revo- 
lution. They  are  already  there  with 
Western  Union's  Mailgrams.  And  the 
USPS  recently  signed  a  $2.3-million 
contract  with  Pitney-Bowes  to  work 
on  an  electronic  system. 

However,  as  the  electronic  trans- 
mission of  messages  grows,  there  re- 
main many  items  that  can't  be  re- 
duced to  an  electronic  impulse:  eye- 
glasses, dental  plates,  computer  re- 
placement parts,  signed  documents 
and  many  more. 

Meanwhile,  given  the  nature  of  bu- 
reaucracy, postal  rates  will  continue 
to  go  up  and  service  down.  The  USPS 
has  recently  announced  it  will  cut 
business  mail  deliveries  from  thrice 
to  twice  daily  in  New  York  City,  and 
from  twice  to  once  in  nine  other  East- 
em  cities.  Cuts  from  twice  to  once  in 
the  South  and  Southwest  are  under 
consideration. 

The  trouble  is  that  the  Post  Office 
is  still  more  featherbed  and  pork  bar- 
rel than  it  is  business.  "Our  custom- 
ers," Postmaster  General  Benjamin  F. 
Bailar  recently  warned  Congress,  "arc 
turning  to  alternate,  less  expensive 
means  of  commvmication.  As  rates  go 
higher,  public  resistance  grows  finn- 
er  and  volume  drops  even  more."  And, 
he  might  have  added,  creates  new 
opportunities  for  alert  businessmen.  ■ 
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KY  ADVERTISEMENT  1 


For  over  two  hundred 
years,  Kentucky  has  served 
as  a  source  of  both 
fascination  and  bafflement 
to  its  observers.  Past  and 
present  co-exist  com- 
fortably in  Kentucky  — 
and  together  give  direction 
to  a  promising  future. 


In  Kentucky,  the  same  trimly- 
painted  white  board  fence  can 
enclose  both  a  horse  farm  and  an 
ultra-modern  office  tower.  Poetry 

—  and  profits  —  abound.  You  can 
watch  the  stars  of  a  professional 
basketball  team  compete  within 
the  gigantic  Kentucky  Exposition 
Center  in  the  afternoon  —  and 
watch  the  starlight  reflected  in  the 
lucid  waters  of  Lake  Barkley  the 
same  evening. 

In  the  fabled  Bluegrass  Country 
around  Lexington,  a  genuine  Ken- 
tucky Colonel  (minus  the  goatee 
and  string  tie  of  yesteryear)  may 
wave  a  friendly  greeting  to  his 
next  door  neighbor  —  a  native  New 
Yorker  who  manages  the  profitable 
Kentucky  plant  of  a  national  cor- 
poration. And  ten  minutes  after 
the  wave,  the  plant  manager  will 
arrive  at  his  plant.  His  work  force 

—  trained  in  one  of  the  finest  vo- 
cational education  systems  in  the 
nation,  noted  for  productivity  and 
reliability,  will  be  on  the  job. 

Kentucky  has  achieved  a  har- 
mony rare  in  today's  America.  The 
rich  inheritance  of  the  past  forms 
a  living  legacy  of  progress  and 
profit,  tradition  and  tomorrow. 

Kentucky's  Legacy 
from  the  past. 

From  time  immemorial,  the  land 
has  drawn  men  to  it.  The  bones  of 
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nameless  prehistoric  Indian  tribes 
remain  along  the  Falls  of  the  Ohio 
near  Louisville  as  a  testament  of 
their  residence  here.  For  centuries 
before  the  coming  of  the  settlers, 
roaming  tribes  of  Shawnee  and 
Cherokee  hunted  in  its  hardwood 
forests  and  fished  its  pristine 
streams. 

In  1769.  the  intrepid  Daniel 
Boone  led  a  small  party  through 
the  famous  Cumberland  Gap  —  a 
100-foot  break  in  the  otherwise 
solid  wall  formed  by  the  Appala- 
chian Mountains. 

In  the  next  two  decades  some 
75,000  people  followed  Boone's 
vanguard  —  pouring  through  the 
gap,  poling  down  the  broad  rivers, 
carrying  along  iron  kettles  and 
seeds,  bibles  and  rifles,  homespun 
and  plows.  During  the  Revolu- 
tionary War,  under  British  incite- 
ment, the  Indians  waged  a  cruel 
and  relentless  warfare  against 
these  pale  interlopers.  Famous  am- 
bushes took   place   at   Boones- 


North,  Kentucky  remained  within 
the  Union,  gratifying  her  native 
son,  Abraham  Lincoln,  and  galling 
another  native  son,  Jefferson 
Davis. 

By  the  time  of  the  Civil  War, 
climate,  topography,  and  natural 
resources  had  combined  to  lend 
growth  to  three  major  industries: 
tobacco,  distilling,  and  horses. 

The  state's  fine  burley  tobaccos 


The  re-discovery  of 
Kentucky. 

Around  the  end  of  World  War  II 
began  the  re-discovery  of  Ken- 
tucky. Instead  of  the  buckskin  of 
the  pioneers,  these  men  were  clad 
in  grey  flannel  suits,  and  they 
were  armed  with  slide  rules  and 
statistics  rather  than  the  long 
*rifles  of  the  18th  Century.  These 
new  discoverers  had  one  thing  in 
common  with  their  predecessors 
—  a  knowledge  of  maps.  Ken- 
tucky's middle  of  the  map  location 
appealed  as  much  to  Twentieth 
Century  corporate  planners  as  it 
did  to  Daniel  Boone. 


borough,  in  1777  and  1778  and  at 
Blue  Licks  in  1782.  As  hostilities 
ended,  the  human  flood  of  immi- 
grants swelled. 

Soon  a  clamour  arose  for  state- 
hood, and  in  1792  Virginia  lost  its 
dominance  as  Kentucky  became 
the  fifteenth  state  —  the  first  west 
of  the  Alleghenies.  The  capital 
was  established  at  Frankfort,  and 
Isaac  Shelby  was  elected  the  first 
Governor. 

As  a  Commonwealth  of  con- 
trasts, the  Civil  War  is  exemplary. 
Balanced   between    South    and 


have  long  formed  a  staple  part  of 
the  economy,  in  processing,  ware- 
housing, and  manufacturing  as 
well  as  agriculture. 

The  pure  limestone  waters  and 
the  plentitude  of  grain  have  served 
as  the  foundation  for  a  bourbon 
industry  of  worldwide  fame. 

And  in  the  rolling  and  lush  Blue- 
grass  Country  surrounding  Lexing- 
ton, men  who  breed  horses  for 
speed  and  stamina  have  discov- 
ered a  unique  cradle  of  equine 
excellence. 


For  over  a  hundred  years  Louis- 
ville, the  state's  largest  city,  had 
been  a  center  of  diverse  manufac- 
turing; and  in  the  late  forties  some 
venturesome  national  companies 
hazarded  the  location  of  a  few 
small  plants  in  Kentucky.  They 
came,  and  they  grew,  and  they 
profited.  And  soon  the  isolated 
trickle  of  industrial  growth  be- 
came a  flood  comparable  fo  the 
flood  of  human  immigrants  at  tlu; 
end  of  the  Revolutionary  War. 

Also  during  the  late  forties,  a 
Governor  named   Earle   Clements 
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Perquisites. 


The  American  Life  Building  over- 
looks the  Ohio  River  and  a 
spectacular  riverfront. 
Three  floors  are  available . . .  15,000 
square  feet  each ...  in  house  parking 
plus  an  adjoining  1,600  car  indoor 
parking  area.  Banks,  restaurants, 
hotels,  shopping  and  Louisville's 


new  convention  center  a  few  steps 

away ...  a  Mies  Van  Der  Rohe 

building. 

Next  trip  to  Louisville,  try  our  way 

of  looking  at  things.  The  view  is  free. 

•Profits  in  addition  to  one's  regular 
pay;  i.e.,  serendipitous  amenities. 


American  Life  And  Accident 
Insurance  Company  Of  Kentucky 

3  Riverfront  Plaza 
Louisville.  Kentucky  40202 
Dinwiddie  Lampton.  Jr..  President 


Mountains . . .  lakes . . .  rolling  fields 


KENTUCKY  HAS  THEM 


The  scenery  is  nice ... 

.  .  .  and  so  is  the  business  climate 


If  you're  relocating  to  one  of  our  service  areas  (we  serve 
in  33  counties)  we  have  the  capabilities  to  handle  your 
total  communications  requirements  .  .  .  from  the  plain 
black  extension  phone  to  the  complex  switchboard  and 
auxiliary  services. 

We  hope  our  service  will  help  your  business  grow.  When 
it  does,  we  will  still  give  you  that  "personal"  attention. 


GEnERALTELEPHORE  COmPAny  OF  KERTUCKy 


created  a  small  state  agency 
known  as  the  Agricultural  and  In- 
dustrial Development  Board.  That 
agency  is  now  the  Kentucky 
Department  of  Commerce  —  a  na- 
tionally noted  institution  which 
for  over  25  years  has  provided 
professional  assistance  to  hun- 
dreds of  corporations  considering 
^  Kentucky  as  a  potential  site  for 
plant  location.  The  Department 
also  maintains  assistance  after  a 
new  plant  or  business  is  open,  and 
its  progressive  pro-business  activi- 
ties have  been  favorably  cited  by 
both  industrialists  and  the  public 
at  large. 

Why  has  the  re-discovery  of 
Kentucky  been  such  a  vigorous 
and  vibrant  movement?  For  many 
reasons,  of  course,  but  a  glance 
at  the  map  reveals  a  major  one. 

Geographical  advantages. 

Kentucky  is  located  within  500 
miles  of  60  percent  of  the  nation's 
population.  Not  only  does  its  con- 
venient access  to  the  major  mar- 
ketsof  the  industrialized  Northeast 
and  upper  Midwest  confer  advan- 
tage, but  Kentucky  has  long  been 
known  as  the  Gateway  to  the 
South,  and  is  a  natural  distribution 
point  to  the  burgeoning  Sun  Belt 
economy  below  the  Mason  Dixon 
Line.  The  map  also  shows  that  the 
Ohio  and  Mississippi  Rivers  border 
Kentucky  for  some  700  miles  — 
making  for  abundant  water  supply 
and  the  ease  of  barge  transporta- 
tion. 

Even  the  stuffiest  comptroller 
will  tell  you  that  Kentucky's  loca- 
tion means  lower  freight  bills.  And 
even  the  most  conservative  traffic 
or  distribution  manager  will  be 
pleasantly  surprised  at  how  easily 
and  rapidly  he  can  move  goods  to 
market.  The  network  of  Interstate 
Highways  combines  with  an  ef- 
ficient rail  pattern  and  excellent 
air  freight  service  to  make  the 
difference.  Indeed,  many  West 
Coast  companies  have  l(;arned  to 
their  profitable  advantage  that  a 
Kentucky  location  gives  th(;m  a 
strategic  upper  hand. 
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I'll  bet  they 
i't  wear  shoes 
in  Kentucky.' 


You're  right. 


Kentucky 

Profit  Center  U.S.A 
Julian  M.  Carroll,  Governor 
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runs  in  our  family. 
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Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


BROWN  &  WILLIA\ISON  TOBACCO  CORPORATION 
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Kool  Filter  Kinqs,  17  mg.  'tar."  1.3  mg.  nicotine;  Viceroy  Filter  Kings.  16  mg.  "tar."  1.0  mg.  nicotine;  Raleigh  Filter  Kings. 
16  mg.  "tar,"  i.O  mg.  nicotine:  Belair  Filter  Kings,  15  mg.  "tar."  1.1  mg.  nicotine  av.  per  cigarette.  FTC  Report  Nov.  7b. 


A  work  force  that  is 
willing  —  and  able. 

The  natural  vigor  of  Kentuckians 
is  a  source  of  pleasant  surprise  to 
newcomers.  Kentuckians  have  one 
of  the  lowest  quit  rates  in  the 
nation,  and  absenteeism  is  rarely 
a  problem.  One  of  America's  finest 
systems  of  vocational  training  pro- 
vides 82  schools  throughout  the 
Commonwealth  to  train  productive 
employees.  Since  1965,  only  17% 
of  plants  locating  in  the  state  have 
been  unionized,  and  labor-manage- 
ment relations  have  been  good. 
The  labor  pool  is  adequate,  and 
labor  costs  are  generally  lower  — 
and  that  means  profit  to  business. 

Natural  resources. 

Kentucky  leads  the  entire  nation 
in  the  production  of  coal  —  and 
sits  atop  a  coal  reserve  that  will 
last  for  centuries.  One  of  the  ad- 
vantages'this  mammoth  coal  re- 
serve supplies  is  an  abundant 
source  of  low-cost  electrical  power. 
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Fuel  cost  per  BTU  consumed  is 
30.7%  lower  than  the  national 
average. 

Once  a  part  of  the  massive  hard- 
wood forests  that  covered  the 
entire  eastern  United  States,  Ken- 
tucky still  has  12,000,000  acres  of 
commercial  forest  land. 

Fluorspar,  zinc  and  limestone 
are  abundant  —  and  the  state's 
central  location  makes  importation 
of  non-indigenous  material  an 
easy  proposition.  Water?  Kentucky 
has  more  miles  of  running  water 
than  any  state  except  Alaska. 

Room  for  growth. 

Although  the  rate  of  industrial 
development  has  been  high  in  the 
last  quarter  century,  there  is  room 
for  growth  in  Kentucky.  Many  large 
sites  are  fully  developed  —  and 
may  include  access  to  the  Inland 
Waterway  system,  providing  easy 
transportation  to  the  Gulf  ports. 

And  Kentucky  communities  are 
glad  to  make  you  welcome.  Hos- 


pitality to  newcomers  —  whether 
personal  or  corporate  —  is  one  of 
the  oldest  and  most  revered  tra- 
ditions we  have. 

Equitable  taxes. 

Industry  finds  Kentucky's  tax 
structure  favorable  to  growth  and 
expansion.  Property  taxes  are  un- 
usually low,  and  there  are  major 
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Coal  was  the  way 

to  heat  a  home  in  1890.  •• 

and  today 

This  base-burner  coal  stove  has  just  one  thing  in  common 
with  modern  electric  home  heating  . . .  they  both  rely  on 
coal  as  the  primary  energy  source.  For  that  matter,  our 
nation's  economy  relies  heavily  on  coal.  It  accounts  tor 
80%  ot  the  U.S.  energy  reserves.  That  is  enough  coal  to  last 
us  for  centuries,  and  much  of  it  is  min^d  in  Kentucky. 

In  addition  to  providing  America  with  more  energy,  the 
coal  industry  has  demonstrated  its  concern  for  the 
environment  by  establishing  responsible  land  reclamation 
programs.  As  a  result,  we  are  working  to  meet  our  energy 
needs  and  protecting  the  land  which  provides  the  coal. 


Energy  for  Today  . .  .  And  Tomorrow 
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MAPCO  Inc. 

1437  South  Boulder  Avenue 
Tulsa,  Oklahoma  74119 
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COAL  COMPANY 

105  South  Meridian  Street 
Indianapolis,  Indiana  46225 
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Comments  on  Kentucky. 

"I'm  proud  of  the  economic 
progress  we  have  made  in 
Kentucky  —  progress  that 
has  brought  increased 
benefits  and  privileges  to 
every  citizen  of  this  Com- 
monMrealth.  I  am  firmly 
committed  to  a  program 
that  will,  with  the  re- 
sources of  the  Common- 
wealth, further  this  growing  economy." 
luhan  M.  Carroll 
Governor  of  Kentucky. 

"The  already  broad  Ken- 
tucky development  pro- 
gram will  be  expanded  in 
the  months  ahead.  Under 
the  enlarged  program,  in- 
ternational trade  and 
investment  promotion  will 
be  more  strongly  empha- 
sized, as  well  as  efforts  to 
increase  agricultural  pro- 
cessing in  the  state  and  encourage 
exports  of  our  processed  farm  prod- 
ucts. Also,  Kentucky  communities  will 
have  greater  capability  to  finance  in- 
dustrial site  development,  including 
riverports  and  related  sites,  in  prepa- 
ration for  sustained  industrial  growth." 
Larry  G.  Townsend,  Commissioner,  ' 
Kentucky  Department  of  Commerce 

"Kentucky  offers  great  op- 
portunities for  locating 
and  operating  a  business 
or  industry.  But  it's  more 
than  just  a  good  place  to 
work  —  it's  a  good  place  to 
live.  For  family  life,  for 
culture,  for  recreational 
and  social  activities,  for 
good  schools  and  healthy 

communities,  for  warm  friendly  people 

—  Kentucky  has  the  answers." 

Harvey  I.  Sloane,  M.D. 

Mayor  of  Louisville 

"It  has  been  our  experi- 
ence that  General  Electric 
executives  who  have  been 
transferred  to  Kentucky 
from  other  areas  of  the 
country  are  happy  here. 
They  and  their  families 
seem  to  find  that  their 
lifestyles  do  not  require 
much  change  or  that  if 
they  do  change,  it's  for  the  better.  I've 
also  observed  that  every  year  a  larger 
percentage  of  those  who  retire  choose 
to  remain  here.  And  the  consensus 
among  our  younger  employees  is  just 
as  favorable." 
Stanley  C.  Gault 
Group  Vice  President, 
General  Electric  Company 


"Glenmore  has  been 
based  in  Kentucky 
since  the  company 
was  founded  100 
years  ago.  Producing 
a  brand  like  Ken- 
tucky Tavern  Bour- 
bon, it's  possible  that  our  ties  to  the 
state  are  emotional  as  well  as  eco- 
nomic. Kentucky,  and  particularly 
Louisville,  seems  to  combine  the  best 
qualities  of  living,  in  terms  of  a 
Northern-oriented  business  environ- ' 
ment  with  a  Southern-oriented  pace 
and  community  atmosphere.  For  ex- 
ample, Louisville  was  slow  to  begin  a 
major  downtown  rebuilding  program, 
but  now  that  is  well  underway;  and 
we  are  profiting  by  the  unhappy  ex- 
perience of  other  cities. 

"There  is  a  very  cooperative  spirit 
between  labor  and  management,  and 
constructive  leadership  by  the  banks, 
the  newspapers,  and  other  major  ele- 
ments of  the  community.  Add  to  that 
an  excellent  arts  program,  a  good  uni- 
versity, fine  recreational  facilities  and 
the  fact  that  few  commuters  travel 
more  than  twenty  minutes  each  way  to 
their  jobs. 

"Problems:   Inadequate  air  service 
and  an  under-financed  public  school 
system.  Both  of  these  areas  are  getting 
attention." 
James  Thompson 
Chairman  of  the  Board 
Glenmore  Distilleries  Company 

"I'm  not  a  Kentucky  native,  but  to  me 
it's  home.  What  makes  it  home  is  the 
quality  of  life,  which  is  so  important 
these  days.  While  living  in  a  community 
of  nearly  a  million,  our  office  is  only 
seven  minutes  from  my  home,  six 
minutes  from  my  country  club,  and 
only  fifteen  minutes  from  downtown 
and  the  airport. 

"We  recently  moved  into  an  11- 
story  office  building  which  we  were 
able  to  build  here  for  less  than  $40 
per  square  foot.  This  is  another  rea- 
son Kentucky  should  be  attractive 
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to       businessmen. 
Growth,    the    sound 
economy,  and  quality 
of  life  are  important 
Kentucky  assets." 
Donald  W.  Giffen 
/^o.sidont-E/ect 
liluo  Cross  &  Blue 
Sliiiild  of  Kentucky 


"Brown  &  Williamson's  decision  nearly 
50  years  ago  to  establish  its  national 
headquarters  in  Louisville,  Kentucky, 
was  basically  economic.  The  state  of- 
fered a  proper  mix  of  resources  needed 
by  the  company:  People,  land,  utilities, 
and  transportation  in  sufficient  quality 
and  quantity. 


"Time  has  shown 
that  Kentucky 
possesses  other 
strengths  as  well. 
It  has  a  distinctive 
blend  of  geogra- 
phic and  social 
characteristics,  along  with  amenities 
and  opportunities  that  attract  both 
business  enterprises  and  people.  Com- 
parative statistics  do  not  always  bring 
out  many  favorable  aspects  of  Ken- 
tucky, but  the  healthy  surge  of 
progress  now  in  evidence  will  surely 
bring  the  state  the  national  recogni- 
tion that  it  merits." 
Joseph  E.  Edens,  Chairman, 
Brown  &  Williamson  Tobacco  Corp. 


"Louisville    as    a 

a  headquarters  city 
is  easy  to  operate 
from  in  terms  of 
transportation  to 
financial  centers.  A 
stable  govern- 
mental environ- 
ment and  good 
planning  have 
helped  Louisville  avoid  problems  of 
the  magnitude  of  other  cities.  The 
wide  variety  available  in  the  arts  and 
other  leisure  activities  and  the  prox- 
imity of  recreational  areas  permit  an 
individual  to  pursue  just  about  any 
lifestyle  that  appeals  to  him." 
Wendell  Cherry 
President,  Humana,  Inc. 


"In   our   Louisville 
area  there's  a  feel- 
ing of  friendliness 
and  warmth  toward 
one  another.  Com- 
bine that   atmos- 
phere with  the  as- 
sets   of    location 
(near     unlimited 
coal   resources,   in 
the  middle  of  industrial  America)  and 
the  mighty  road-bed  of  the  Ohio  River 
—  then  you  have  real  'Kentucky  hos- 
pitality,' personal  and  ecpnomic." 
Baylor  Landrum,  Chairman, 
Louisville   Development   Committee 


"Lexington  is  central  to  our  operations, 
thus    lending    to   economy    and    effi- 
ciency. Moreover,  it  is  a  beautiful  anja 
when;  a  phiasanl  social  and  cultural 
atinospluin!  is  man- 
if(!st(ul  by  hospita- 
l)l<>  people." 
Senator  Albert  (iore 
Cha  f'rniHfi  of  I  Ik; 
Hoard. 

Island  Creek  Coal 
(iompany 


In  a  state  famous  for  its  Colonels, 
there's  a  very  happy  General...  General  Electric 


It  was  a  grand  old  flag  that  Congress  created  in 
1 795  when  it  added  two  stripes  in  honor  of  the 
new  states  of  Vermont  and  Kentucky  which  had 
been  admitted  earlier.  Later  Congress  changed  its 
mind,  and  those  two  stripes  were  removed.  Our 
national  flag  has  changed  .  .  .  and  so  has  Kentucky 
—  for  the  better. 

Kentucky  has  become  an  important  industrial 
and  business  center.  With  its  strategic  location 
and  good  climate,  that  was  inevitable.  And  General 
Electric  has  been  happy  doing  business  here. 
Since  1945  we've  located  two  plants  in  Lexington 
and  one  each  in  Frankfort,  Louisville,  Madison- 
ville,  Owensboro,  Scottsville,  and  Somerset.  The 


one  in  Louisville,  Appliance  Park,  is  the  world's 
largest  major  appliance  manufacturing  facility,  and 
it  is  from  Louisville  that  General  Electric  directs 
its  worldwide  major  appliance  business. 

There's  a  lot  in  Kentucky  that  hasn't  changed. 
We  value  the  pleasant,  rolling  countryside;  the 
remembrance  of  things  past;  the  opportunities  for 
good  living. 

In  the  Commonwealth  of  Kentucky,  tradition  and 
progress  stay  nicely  in  balance.  For  us  it  has  been 
a  good  place  to  develop  new  products  and  to 
maintain  our  own  tradition  of  building  General 
Electric  quality  and  value  into  the  products  we 
make. 


GENERAL 


ELECTRIC 


business  exemptions  for  sales 
taxes.  On  manufacturing  mach- 
inery, raw  materials  inventories, 
pollution  control  equipment,  and 
inventories  of  goods  in  process, 
there  is  but  a  small  state  tax  of 
15  cents  per  $100  of  assessed 
valuation.  And  no  local  taxation. 

On  a  personal  level,  state  and 
local  taxes  combined  amounted  to 
only  11.0%  of  personal  income  in 
Kentucky  in  fiscal  year  1973-74. 
This  favorably  compares  to   a 


national  average  of  15.4. 

Higher  education. 

Kentucky  has  long  played  a  leader- 
ship role  in  the  field  of  higher  edu- 
cation. Lexington's  Transylvania 
College,  first  chartered  in  1780,  is 
the  oldest  institution  of  higher 
education  west  of  the  Alleghenies. 
And  the  University  of  Louisville, 
founded  in  1798,  was  the  first' 
municipal  university  in  the  country 
(it  is  today  part  of  the   state- 


Why  LOUISVILLE  is  a 

CATBIRD  SEAT  LOCATION 

for  businesses  selling  industrial  goods 

Jefferson  County,  a  part  of  metropolitan  Louisville, 
is  the  ninth  ranking  county  in  the  nation  in  manufac- 
turing shipments  (well  over  $5  billion).  When  you 
consider  that  half  of  these  manufacturing  dollars  go 
for  the  purchase  of  supplies  and  materials,  that's  a 
pretty  sizeable  homestead  market. 

And  within  400  miles  you  have  easy  access  (be- 
cause of  Louisville's  excellent  transportation  facili- 
ties) to  markets  representing  another  $100  billion  in 
manufacturing  output. 

If  you're  seeking  a  strategic  loca- 
tion from  which  to  manufacture, 
distribute,  or  sell  industrial  goods, 
Louisville  is  it.  For  information  about 
the  many  advantages  of  Louisville 
as  a  business  base,  write  or  phone 
Stan  Bowling  or  John  Brownfield, 
Louisville  Development  Committee, 
300  West  Liberty  St.,  Louisville,  Ky. 
40202.  Telephone  (502)  582-2421. 
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supported  system).  In  addition  to 
many  excellent  private  colleges 
and  universities,  Kentucky's  five 
state-supported  regional  uni- 
versities, one  college,  and  15  com- 
munity colleges  bring  higher  edu- 
cation to  within  the  reach  of  even 
the  most  remote  parts  of  the  state. 

After  hours  —The  sparkle  of 
Kentucky's  life  style. 

Some  people  conjure  up  a  vision  of 
Kentucky  as  a  land  of  isolated  Ap- 
palachian villages  and  sleepy  river 
towns  nodding  indolently  in  the 
sun.  Take  another  look. 

Louisville  is  one  of  the  state's 
major  cultural  centers.  Ken- 
tuckians  are  active  participants  in 
the  arts,  and  their  support  has 
caused  Louisville's  Actors  Theatre, 
under  the  direction  of  Ion  lory,  to 
achieve  national  acclaim.  The 
Louisville  Orchestra  plays  music 
that  shimmers  with  vitality,  and 
its  fame  is  worldwide.  Surrounded 
by  the  splendors  of  nature,  Louis- 
villians  are  not  denied  access  to 
them  —a  twenty-minute  driving 
time  from  work  to  home  is  tops  for 
most  people. 

Louisville's  downtown  is  enjoy- 
ing an  almost  explosive  renais- 
sance. A  new  7-acre  belvedere 
overlooking  the  Ohio  River  draws 
concerts,  picnics,  festivals,  and 
art  shows.  New  hotels  are  under 
construction  to  meet  the  growing 
demand  for  conventions,  tourists, 
and  business  travelers. 

The  state  is  building  a  huge 
convention  center  in  the  heart  of 
downtown.  Around  the  core  area, 
young  couples  are  buying  and  re- 
novating the  lovely  old  Victorian 
mansions  that  stand  on  stately, 
tree-lined  streets.  The  air  is  electric 
with  excitement. 

Louisville  is,  of  course,  the  home 
of  Churchill  Downs  —  and  each 
May  the  eyes  of  the  world  focus  on 
its  twin  spires  and  oval  track  to 
watch  the  running  of  the  Kentucky 
Derby.  The  excitement  of  that  race 
is  preceded  by  the  Kentucky  Derby 
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For  years  weVe 
made  a  very  special 
Bourbon  for  our 
own  private  use. 

Now  if  s  open 
to  the  public 
\fellowstone  1872, 
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Way  back  a  century  or  so  ago,  we  started  making  a 
superb  Bourbon  for  ourselves.  We  didn't  make  a  whole 
lot  of  it,  but  we  took  extra  care  with  it. 

We  would  start  out  the  same  way  we  make 
our  regular  6-year-old  Yellowstone  (which  is, 
after  all,  the  best-selling  Bourbon  in  Kentucky 
today).  Only  the  choicest  grains  went  into  it.  It 
was  distilled  by  our  patented  Mellow-Mash ""  process. 
So  far  so  good. 

But  then  we  would  hold  out  a  little  for  our- 
selves. We  would  age  it  in  a  special  place,  let  it  meUow 
for  an  extra  year.  And  our  private  whiskey  was  just  a 
bit  higher  in  proof.  It  was  beautiful  Bourbon. 

But  we  have  to  admit  that  not  all  lovers  of  great  Bourbon 
work.for  us.  Besides,  we  figured  it  would  be  easy  to  sell  this 
superb  whiskey  to  discerning  Bourbon  drinkers.  So  our  private  stock 
is  now  open  to  the  public.  We  call  it  Yellowstone  1872. 

We're  charging  a  bit  more  for  it.  We  know  you'll  understand. 
Just  ask  for '72. 

From  the  makers  of  Kentucky's  best-selling  Bourbon 

Kentucky  Straight  Bourbon  Whiskey,  86/90/100  Proof  Bottled  in  Bond. 


Festival  —  a  city-wide  revelry  that 
offers  something  for  everyone. 

Louisville  is  a  city  of  bright  lights 
and  good  restaurants,  of  lush  green 
parks  and  stately  museums,  of 
friendliness  and  warmth,  a  city 
where  new  ideas  ricochet  from 
building  to  building.  Does  Louis- 
ville take  kindly  to   newcomers? 


Harvey  Sloane,  the  city's  youthful 
Mayor,  is  a  native  New  Yorker  who 
arrived  in  town  in  1966  and  was 
elected  in  1973. 

In  Louisville,   General  Electric 
operates    its    massive    Appliance 


Park  —  and  in  fact  its  worldwide 
appliance  business  is  directed 
from  Louisville.  Much  of  the  credit 
for  the  revival  of  Louisville  belongs 
to  General  Electric.  Their  arrival 
on  the  scene  in  1951  triggered  a 


national  interest  in  Kentucky  as  a 
profitable  and  pleasant  place  to  do 
business  —  and  to  enjoy  life. 

But  Louisville  has  no  monopoly 
on  fun  and  excitement.  Around 
Lexington,  the  grandeur  of  horse 
country  comes  to  life.  The  rolling 
fields  of  Bluegrass,  enclosed  by 
painted  board  fences,  are  dotted 
by  the  graceful  forms  of  thorough- 
bred horses.  White-columned 
ante-bellum  mansions  grace  the 
hillsides,  and  gentility  and  a  peace- 
ful calm  prevail. 

Spring  comes  a  little  earlier 
to  Kentucky  —  and  summer  lingers 
longer.  The  rich,  almost  stunning 
diversity  of  the  terrain  is  a  state- 
wide phenomenon.  And  Kentucky 
makes  it  easy  to  enjoy  these  natural 
splendors,  with  one  of  the  finest 
state  park  systems  in  the  nation. 
The  western  waterlands  are 
crowned  by  the  twin  beauty  of 
Kentucky  Lake  and  Lake  Barkley. 
In  the  east,  a  state  park  preserves 
Lily's  Woods,  a  stand  of  virgin 
timber  whose  cathedral  hush  is 
unforgettable. 
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Ashland  starts  with 

the  same  barrel  of  crude  as 

other  oil  companies* 


What  happens 
next  makes  us 
diiFerent. 


Because  we're  the  largest  indepen- 
dent refiner,  our  growth  depends  not  on 
how  much  crude  we  produce,  but  on  how 
profitably  we  refine  it. 

Our  earnings  record  speaks  for 
itself.  And  there  are  a  number  of  reasons 
why  it  speaks  so  well. 

•  Ashland's  efficient  refineries  and 
strategically  located  transportation  and 
terminal  facilities  give  us  a  remarkably 
low-cost  refining  and  distribution  system. 

•  Ashland's  petroleum  sales  his- 
torically exceed  refining  capacity,  permit- 
ting operation  of  plants  at  optimum  levels. 

•  Ashland  markets  the  majority  of  its 
gasoline  to  low  overhead,  high  volume 
independent  retailers. 

That's  part  of  what  has  brought  our 
earnings  per  share  from  $1.44  in  1971  to 
$4.42  in  1975.  And  total  revenues  from 
$  1 .8  billion  to  $3 .9  billion.  What  we've 
earned  has  also  let  us  move  aggressively 
into  other  profitable  fields  like  specialty 
chemicals,  construction  and  coal. 

With  the  majority  of  our  assets  above 
ground  in  plant  and  equipment,  Ashland 
is  a  company  with  well  defined  prospects 
for  growth  and  strength  in  the  future. 


Ashland 


Ashland  Oil,  Inc.,  Ashland,  Kentucky  41 101 

Investor  Relations  Dept.,  410  Park  Ave. 

New  York,  N.Y.  10022 
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ORO,  KENTUCKY 


Headquarters  For 

TEXAS  GAS  TRANSMISSION 
CORPORATION 
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TEXIS61S 


Texas  Gas  Transmission  Corporation  and  the  Common- 
wealth of  Kentucky  have  been  partners  in  progress  for  over  a 
quarter  of  a  century.  Texas  Gas  is  a  major  transporter  of 
natural  gas,  is  active  in  oil  and  gas  exploration  and  production, 
has  substantial  interests  in  general  commodities  and  auto- 
motive trucking  services,  and  operates  one  of  the  nation's 
largest  inland  waterways  barging  and  shipbuilding  complexes. 
The  Commonwealth  of  Kentucky  and  Texas  Gas  are  partners  in 
the  emerging  area  of  research  into  the  gasification  of  coal  on  a 
commercial  scale.  We  look  forward  to  a  bright  future  in  this 
great  state. 

.A.  TEXAS  GAS  TRANSMISSION  CORPORATION 

.  '  3800  Frederica  Street,  Owensboro,  Kentucky  42301 


Kentucky...  at  one  time 


Corncob 


CONCRETE 


As  Kentucky  grew  from  a  "mountaineer  and  small  farmer"  state  of  years 
ago,  certain  "pioneer"  businesses  became  part  of  the  progress  that  has 
brought  the  State  to  the  front  industrially. 

We  are  proud  to  be  a  part  of  this  transition. 

Kentucky  Concrete  Pipe  Company  now  has  offices  and  plants  that  span 
the  Commonwealth  .  .  .  offering  the  products  and  services  that  are  so  im- 
portant for  good  industrial  opportunities  and  growth. 

We've  been  building  on  this  solid  "concrete"  foundation  since  the  1920s 
. . .  we're  always  ready  to  help  you  build. 

KENTUCKY  CONCRETE  PIPE  CO. 
312  HIGH  STREET,  FRANKFORT,  KENTUCKY  46601 


And  all  of  the  natural  wonders  of 
Kentucky  are  easily  accessible 
through  a  thoroughly  modern  high- 
way system. 

Why  Kentucky? 

Kentucky  is  indefinable.  At  the 
same  moment  the  Louisville  Or- 
chestra is  plunging  into  the  open- 
""ing  bars  of  a  Berlioz  symphony,  the 
haunting  melody  of  an  Elizabethan 
ballad  surges  plangently  through 
the  still  mountain  air  as  a  folk 
singer  strums  his  handmade 
dulcimer. 


The  Belle  of  Louisville,  a  city- 
county  owned  sidewheeler,  carries 
a  load  of  laughing  urbanites  up  the 
Ohio  past  a  barge  loaded  with 
sophisticated  electronic  products 
bound  for  Abu  Dhabi. 

Springtime  drenches  the  moun- 
tainsides in  a  shower  of  brilliance, 
and  the  frosts  of  October  create 
crazy  quilts  of  color  in  city  parks. 

Life  is  pleasant  in  Kentucky. 

Those  who  have  come  to  Ken- 
tucky, who  have  brought  offices 
and  plants  here  from  all  over  the 
world,  have  found  that  profit  and 
pleasure  can  co-exist.  There's 
more  than  strategic  location  and 
spectacular  scenery,  more  than 
favorable  taxes  and  a  willing,  well- 
trained  work  force.  The  one 
common  thread  running  through 
Kentucky  is  found  in  its  people. 
There's  no  such  thing  as  a  half-way 
Kentuckian.  And  you're  invited  — 
to  see  why. 
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ISLAND  CREEK  COAL  COMPANY 

2355  HARROOSBURG  ROAD  ■  P.O.  BOX  11430  ■  LEXINGTON,  KY.  40511 

A  Wholly-Owned  Subsidiary  of  Occidental  Petroleum  Company 


THE  32  MILLION-DOLLAR 
COLLECTORS' ITEM 


Every  year  more  individuals  and  groups  are 
collecting  used  aluminum  cans,  taking  them  to 
Reynolds  for  recycling,  and  collecting  15<f  a 
pound  for  them.  By  helping  to  recycle  aluminum, 
they  are  also  helping  to  conserve  our  resources 
and  energy. 

Since  we  started  the  consumer  aluminum 
recycling  idea  in  1967,  we've  collected  the 
equivalent  of  more  than  5  billion  cans,  and 
have  paid  over  32  million  dollars  for  them. 

In  1975,  "collectors"  brought  cans  to  us  at 
more  than  double  the  rate  of 
1974;  in  the  past  year,  Reynolds 
alone  recycled  more  cans  than 
the  entire  industry  did  in  1973. 


Not  only  does  recycling  keep  millions  of  bev- 
erage cans  out  of  the  garbage  heap,  it  conserves  a 
valuable  resource,  because  the  aluminum  is  used 
again  and  again.  And  it  saves  energy,  because  it 
takes  only  5%  of  the  energy  to  make  new  alumi- 
num from  scrap  as  it  does  from  virgin  ore. 

Today,  Reynolds  operates  70  permanent  re- 
cycling centers  across  the  country,  plus  nearly  150 
mobile  collection  units.  Soon,  we'll  be  in  every 
state  to  make  this  important  conservation  pro- 
gram even  more  effective.  It's  nice  to  have  started 
something  that's  so  popular,  and 
so  good  for  all  of  us.  Reynolds 
Metals  Company,  P.O.  Box  LH, 
Richmond,  Virginia  23261. 


REYNOLDS 

where  new  ideas  (ake  shape  in 

ALUMINUM 


Conserving  our  resources  and  energy. 


Don^t  Blame  The  Oil  Companies: 
Blame  The  State  Department 


The  next  time  you  find  yourself 
blaming  the  oil  companies  or  the 
Israelis  for  the  high  price  of  gaso- 
line and  electricity,  consider  for  a 
moment  another  possibility:  that  the 
U.S.  Government  itself  is  responsible. 
That's  the  way  the  Europeans  have 
interpreted  the  situation  for  some 
time  (FORBES,  Feb.  15),  and  it's  the 
view  that  MIT's  eminent  economist 
M.  A.  Adelman  advanced  almost 
from  the  moment  the  OPEC  (Or- 
ganization of  Petroleum  Exporting 
Countries)  cartel  began  to  push  up 
prices  back  in  1971. 

After  a  great  deal  of  investigat- 
ing, Forbes  has  concluded  that  Adel- 
man and  the  Europeans  are  basical- 
ly correct— perhaps  more  correct  than 
they  know.  OPEC  gained  its  power 
over  prices  through  the  maneuver- 
ings  of  the  State  Department.  That 
the  price  of  oil  went  up  as  much 
as  it  did  as  soon  as  it  did  was  not 
due  to  the  avarice  of  the  oil   com- 


panies, who,  in  fact,  tried  desperate- 
ly to  hold  the  price  down.  In  their 
sometimes  fumbling  efforts  to  present 
a  united  front  against  OPEC's  de- 
mands, the  oil  companies  were  ac- 
tually sabotaged  by  the  U.S.  Depart- 
ment of  State.  Put  bluntly,  elements 
in  the  State  Department  wanted  to 
see  the  price  of  oil  go  up. 

The    Department's    motives    were 
political    and    strategic    rather    than 
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economic.  They  may  even  have  been 
sound  motives.  But  it  is  the  State 
Department,  not  the  oil  industry, 
that  should  be  blamed  for  the  total 
collapse  of  the  West's  efforts  to  keep 
OPEC's  ambitions  within  reasonable 
bounds.  What  is  perhaps  even  more 
alarming  is  that  today  the  same 
forces  are  still  at  work  and  will  prob- 
ably serve  to  push  the  price  of  oil 
higher  still. 

That  is  the  story  Forbes  has  pieced 
together  from  a  variety  of  sources: 
the  2,500-page  hearings  of  the  Senate 
Subcommittee  on  Multinational  Cor- 
porations and  the  brilliantly  detailed 
report  its  staff  issued  in  summary; 
from  personal  interviews  with  leading 
participants  in  the  events  of  1970 
and  1971;  from  published  state- 
ments by  the  former  head  of  the 
State  Department's  Office  of  Fuels  and 
Energy,  including  an  article,  "The  Oil 
Crisis:  This  Time  The  Wolf  Is  Here," 
that  appeared  in  Foreign  Affairs. 


Hoi/v  The  West  Was  Won 


In  the  early  Seventies  James  E.  Akins, 
the  austere  and  intellectual  head  of 
the  State  Department's  Office  of  Fuels 
and  Energy,  probably  knew  more 
about  oil  than  anybody  else  in  the 
U.S.  Government.  A  foreign  service 
ofiRcer  in  Damascus,  Beirut,  Kuwait 
and  Baghdad  for  more  than  a  de- 
cade, Akins  knew  oil  and  Arabs  at 
firsthand  by  the  time  he  took  over  as 
head  of  the  office  in  1968.  A  man  of 
vigorous  convictions  and  outspoken 
opinions,  a  proud,  disdainful  and .  ar- 
rogant man,  Akins  had  a  pronounced 
talent  for  raising  hackles,  and  still 
does  (see  p.  80),  but  he  nonetheless 
won  the  respect  not  only  of  the  oil 
industry  but  of  President  Richard  Nix- 
on, who  ■appointed  him  presidential 
oil  advisei-  in  1972  and  ambassador 
to  Saudi  Arabia  on  the  eve  of  the  oil 
embargo  of  1973.  "Mr.  Akins,"  says 
one  oil  executive,  "was  Mr.  Oil  in  the 
State  Department  for  quite  a  long 
time.  When  any  thinking  needed  to 
be  done  about  oil,  it  was  Akins  who 
did  the  thinking."  As  it  turned  out,  he 
was  doing  the  thinking  when  OPEG 
made  its  successful  bid  for  control  of 
the  world's  energy  economy. 

"The  influence  of  personalities  on 
government  and  the  competence  they 
can  bring  to  it  are  quite  extraordi- 
nary,"   observes    Melvin    A.    Gonant, 


the  former  Exxon  executive  who  un- 
til recently  headed  the  Federal  En- 
ergy Administration's  international  en- 
ergy section.  In  Akins'  case,  as  Go- 
nant notes,  knowledge  was  power. 
"Jim  Akins  was  probably  the  first  per- 
son in  State  to  think  about  the  larger 
.issues  of  oil." 

Certainly  he  was  one  of  the  first 
people  in  government  to  grasp  the 
full  implications  of  the  impending  de- 
cline in  the  U.S.'  domestic  oil  reserves. 
By  1980,  Akins  figured,  half  of  the 
U.S.'  oil  would  be  imported,  two- 
thirds  of  it  from  the  Eastern  hemi- 
sphere, and  as  the  pressure  on  the 
world's  supplies  increased,  he  antic- 
ipated that  the  price  of  imported 
oil  would  rise  to  around  $5  a  barrel, 
which  seemed  at  the  time  to  be  the 
cost  level  of  the  more  promising  alter- 
native fuels. 

Jim  Aldus'  $5-a-barrel  projection 
seemed  pretty  farfetched  when  it 
was  first  advanced  in  1970.  After  all, 
OPEG  had  been  trying  for  a  decade 
to  restore  the  international  oil  price 
to  the  $2.08  level  that  had  prevailed 
in  1958  and  had  had  no  success 
whatsoever.  There  was  a  worldwide 
surplus  of  oil,  and  the  OPEG  pro- 
ducers could  never  agree  on  a  sys- 
tem for  curtailing  production  so  as  to 
put  pressure  on  prices.  Did  that  $5- 


a-barrel  projection  suggest  that  the 
State  Department  felt  the  price  of  oil 
ought  to  go  up?  That  politics  rather 
than  economics  should  rule?  "The 
State  Department  had  no  feeling 
about  anything,"  Akins  says  scornful- 
ly. "My  feeling  was  that  the  price 
would  go  up  and  the  U.S.  should 
recognize    it    and    plan    accordingly." 

Reasonable  Demands 

But  even  as  Akins  was  making  his 
projections,  the  pressure  on  supply 
was  beginning  to  mount— not  because 
there  was  as  yet  any  shortage  of  oil, 
but  because  there  was  a  shortage  of 
ships  to  transport  it.  The  Suez  Canal 
had  been  closed  in  1967  and  the 
Trans-Arabian  Pipeline  had  been  pe- 
riodically disiTjpted  by  terrorists.  As  a 
result  there  was  a  shortage  of  trans- 
port, and  this  encouraged  the  revo- 
lutionary new  regime  of  Libya's  Colo- 
nel Muammar  Qaddafi  to  demand  a 
sharp  increase  in  the  price  that  it 
received  for  its  oil.  Libya  supplied  30% 
of  Europe's  oil,  tanker  rates  had  gone 
through  the  roof  and  the  Libyans 
felt  they  should  be  getting  a  higher 
price  than  the  Persian  Gulf  producers 
because  they  offered  a  substantial 
freight  advantage. 

The  oil  companies  were  prepared  to 
resist  Libya's  demands.  If  Libya  shut 
down,  the  lo:t  production  could  easily 
have  been  made  up  elsev/heie.  Be- 
yond that,  there  was  no  surge  in  dc- 
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James  E.  Akins 


mand  to  justify  a  higher  price.  How- 
ever, the  State  Department,  under 
Akins'  prodding,  nonetheless  con- 
cluded the  Libyan  demands  were  rea- 
sonable enough.  "We  asked  them," 
says  Akins,  "to  show  us  where  our 
calculations  were  wrong,  and  they 
were  unable  to  point  out  to  our  satis- 
faction any  errors. 

"It  was,"  he  goes  on,  "to  our  interest 
overall  to  get  the  oil  for  a  fairly  low 
price.  It  was  also  to  our  interest,  I 
thought,  that  the  companies  have  a 
reasonable  working  relationship  with 
the  Libyans  and  with  the  other  pro- 
ducers. If  the  Libyans  concluded  they 
were  being  cheated,  this,  I  thought, 
guaranteed  a  breakdown  of  relations 
with  the  companies  and  all  sorts  of 
problems." 

At  that  time,  the  oil  companies  re- 
jected Akins'  advice  that  they  surren- 
der. The  Libyans,  however,  found  the 
weak  point  in  the  American  posi- 
tion and  began  picking  off  the  oil 
companies  one  by  one.  First  they 
went  after  Occidental  Petroleum, 
which  needed  its  Libyan  production  to 
meet  its  marketing  commitments  in 
Europe.  With  their  large  financial  re- 
serves and  small  population,  the  Lib- 
yans could  afford  to  sacrifice  their  cur- 
rent oil  income  for  long-term  gain, 
and  so,  when  Oxy  resisted,  they  or- 
dered it  to  cut  back  its  production— 
the  first  time  any  producing  country 
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had  been  willing  to  sacrifice  produc- 
tion since  Mossadegh  took  over  in  Iran. 

Oxy  asked  Exxon  to  supply  it  with 
oil,  at  something  close  to  cost,  from 
its  worldwide  reserves  so  it  could  re- 
sist the  Libyan  demands,  but  Exxon 
refused,  and  Occidental  folded.  It 
agreed  to  an  increase  in  both  price 
and  the  tax  rate,  a  concession  that  in 
itself  undermined  the  50%  standard 
that  had  been  in  effect  for  20  years. 

Thereafter,  led  by  Texaco  and  Stan-^ 
dard  Oil  of  Cahfornia,  the  other  com- 
panies, one  by  one,  followed  suit. 
Something  new  had  been  added.  The 
oil  companies  had  never  formally  ne- 
gotiated prices  before— they  had  sim- 
ply set  them  on  their  reading  of  the 
state  of  the  market— and  certainly  had 
never  agreed  to  a  five-year  schedule 
of  preestablished  price  increases.  The 
oil  companies  were  afraid  the  new- 
agreements  would  spread  elsewhere, 
but  Akins  was  not  worried,  he  said, 
about  the  Libyan  pattern  being  repeat- 
ed elsewhere.  There  is  no  question,  he 
told  one  skeptic,  of  Saudi  Arabia  fol- 
lowing Libya. 

But  Akins  had  misread  the  Saudis. 
With  Libya  triumphant,  other  produc- 
ers could  ask  no  less.  Iraq,  Iran  and 
Saudi  Arabia  wanted  similar  deals, 
and  so  did  the  other  producers  in  the 
Gulf  and  in  Nigeria.  The  price  in- 
creases spread  through  the  industry  in 
what  became  known  as  the  leapfrog 
or  ratchet  effect.  It  soon  became  obvi- 
ous that  if  Libya  were  to  ask  for  more, 
the  whole  process  would  begin  all 
over  again. 

Momentum 

Sure  enough,  at  the  OPEC  meet- 
ing in  Caracas,  Venezuela,  in  De- 
cember of  1970,  a  minimum  tax  rate 
of  55%  became  industrywide.  OPEC 
also  called  for  still  another  price  in- 
crease and  ordered  the  oil  companies 
to  begin  negotiating  with  the  Persian 
Gulf  producers  by  mid-January.  The 
Arabs  and  their  allies  had  smelled 
weakness  and  they  lost  no  time  in 
capitalizing  on  it.  But  they  did  so 
somewhat  timidly.  They  didn't  actually 
threaten  a  shutdown,  but  only  hinted 
at  it,  threatening  to  take  "concerted 
and  simultaneous  action"  if  their  de- 
mands were  not  met. 

How  seriously  such  threats  were  to 
be  taken  was  anybody's  guess.  The 
various  European  countries,  accord- 
ing to  the  State  Department,  were 
greatly  alarmed  at  the  possibility  of 
any  disruption  in  supply,  but  the  oil 
companies  were  considerably  more 
sanguine.  Libya  could  and  might  close 
down  production,  but  there  was 
enough  spare  capacity  in  the  Gulf 
and  elsewhere  to  fill  most  of  the  gap. 
Among  the  Gulf  States,  Iran  at  least 
was  already  so  short  of  funds  it  was 
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unlikely  to  want  to  risk  even  the  tem- 
porary loss  of  its  vital  oil  revenues.  In 
the  circumstances,  the  American  and 
European  international  oil  companies 
—Shell  especially— thought  the  issues 
were  grave  enough  to  justify  resist- 
ance. Again,  Aldus  objected.  "Libya 
was  serious  about  interrupting  sup- 
ply," he  says  today.  "Very  serious. 
Supply  was  so  short  that  one  country 
could  create  a  shortage  all  by  itself. 
The  same  holds  true  today,  only  the 
country  now  is  Saudi  Arabia." 

United  Front 

In  the  oil  industry,  however,  the 
alarums  were  sounding.  The  companies 
could  see  themselves  being  whipsawed 
between  the  demands  of  one  group 
of  producers  and  another.  The  only 
way  to  stop  that,  they  argued,  was 
to  present  a  united  front,  to  negotiate 
as  a  unit  with  all  the  producing  states 
at  the  same  time.  The  oil  industry's 
chief  legal  counsel,  veteran  negotiator 
John  J.  McCloy,  put  out  feelers:  to  At- 
torney General  John  Mitchell  and  his 
antitrust  chief,  Richard  McLaren,  to  an 
old  friend  in  the  State  Department, 
Under  Secretary  U.  Alexis  Johnson, 
and  through  him  to  Secretary  of  State 
WiUiam  Rogers.  Both  the  Justice  and 
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Supply  Trap.  The  closing  of  the  Suez 
Canal  following  the  1967  Israeli  war 
encouraged  Europe  to  increase  its  de- 
pendence upon  nearby  Libya.  The 
result  was  that  it  became  unusually 
vulnerable  to  the  whims  of  a  single 
country.  When  a  bulldozer  ruptured 
the  500,000-barrel-a-day  Trans-Ara- 
bian Pipeline  in  1970,  the  Syrians  re- 
fused to  permit  it  to  be  repaired,  and 
supplies  suddenly  tightened.  There 
was  oil  in  the  Gulf,  but  ships  were 
in  short  supply  and  Libya's  Qaddafi 
seized  his  chance  to  make  his  first 
bid  for  higher  prices. 


State  departments  promptly  approved 
the  united-front  proposal.  The  Justice 
Department  issued  Business  Review 
letters  indicating  that  the  proposal 
did  not  appear  to  violate  the  anti- 
trust laws. 

And  so,  on  Jan.  11,  1971,  a  group 
of  23  oil  companies,  independents  and 
internationals  alike,  formulated  a  mes- 
sage to  the  Secretary  of  OPEC  demand- 
ing joint  negotiations.  It  was  a  re- 
markable instance  of  solidarity.  Said* 
the  message:  "We  cannot  further  ne- 
gotiate ...  on  any  other  basis  than 
one  which  reaches  a  settlement  simul- 
taneously with  all  the  producing  gov- 
ernments concerned."  The  key  words 
are  "all"  and  "simultaneously."  By 
making  a  single  deal,  the  industry  felt 
there  would  be  less  danger  of  the 
ratchet  effect— whereby  the  last  party 
to  negotiate  tops  everyone  else  and 
so  enables  the  other  parties  to  de- 
mand a  reopening. 

Unfortimately,  the  industry  had 
only  lukewarm  support  from  the  State 
Department  itself.  "I  thought  the  time 
had  come  for  the  U.S.  Government  to 
put  pressure  on  OPEC  not  to  increase 
prices  further,"  Akins  says,  but  he 
adds:  "The  question  was.  How  much 
pressure  could  we  put  on  them?  We 
just  weren't  prepared  to  back  up  our 
position.  We  couldn't  have  taken  a 
confrontation." 

To  strengthen  their  position,  the 
companies  worked  out  what  became 
known  as  the  "safety  net"— a  secret 
agreement  to  prevent  the  Libyans  from 
moving  in  on  the  independents  and 
threatening  to  cut  off  their  supplies  if 
they  didn't  knuckle  under.  The  sub- 
scribing companies— including  Gulf 
Oil,  which  had  no  Libyan  production 


—agreed  to  make  good  any  produc- 
tion losses  in  Libya  from  their  produc- 
tion elsewhere  and  to  do  so  at  or 
near  cost,  much  as  the  airhnes  share 
strike  losses  when  the  unions  try  to 
pick  them  off  one  at  a  time.  Had 
the  industry  earlier  backed  Oxy  in 
this  way  in  Libya,  the  whole  situa- 
tion might  have  turned  out  differently. 
The  oil  industry  then  rolled  out  its 
big  gim  and  suggested  it  might  be  a 
good  idea  to  send  an  emissary  to  the 
rulers  in  the  Gulf  from  the  President— 
someone  "with  dignity,  with  clout," 
as  McCloy  was  to  put  it  later— to  ex- 
plain that  the  oil  companies  had  the 
President's  support.  The  man  who  was 
selected  to  make  the  trip  was  Under 
Secretary  of  State  John  N.  Irwin  II,  la- 
ter ambassador  to  Paris. 

Strange  Pick 

Irwin  seemed  an  odd  choice  for  an 
assignment  of  such  great  consequence. 
He  was  a  lawyer— from  the  New  York 
corporate  law  firm  of  Patterson,  Bel- 
knap &  Webb— and  though  he'd  spent 
five  years  in  government,  mainly  in 
the  Defense  Department,  he  had  had 
no  experience  in,  or  knowledge  of,  the 
oil  industry  and  he  had  been  with 
the  State  Department  as  Under  Sec- 
retary for  only  four  months.  Nobody 
is  sure  anymore  who  settled  on  Irwin, 
though  Irwin  himself  remembers  that 
Akins  first  broached  the  idea:  "Am- 
bassador Akins  had  suggested  that  I 
might  be  a  good  one  to  go."  Akins 
may  have  felt  that  the  President's  emis- 
sary did  not  need  any  special  exper- 
tise for  his  mission.  After  all,  the  State 
Department's  expert  in  fuels  and  ener- 
gy, Jim  Akins  himself,  would  be  going 
to  the  Middle  East  along  with  him. 
"He  was  the  principal  adviser,"  says 
Irwin,  "on  whom  I  relied."  In  short, 
the  effect  of  the  President's  message 
was  blunted  even  before  it  was  de- 
livered, for,  at  bottom,  Akins  was  a 
defeatist  when  it  came  to  holding 
down  oil  prices. 

On  the  16th  of  January  the  repre- 
sentative of  the  oil  companies  pre- 
sented the  oil  industry's  proposal  for 
united-front  negotiations  to  Jainshid 
Amouzegar,  Iran's  finance  minister  and 
the  Shah's  right  arm,  and  Amouzegar 
promptly  rejected  it.  He  rejected  it 
again  three  days  later  on  the  19th 
when  the  oil  industry's  chief  negotia- 
tors, Exxon  Senior  Vice  President 
George  T.  Piercy  and  British  Petro- 
leum Managing  Director  Billy  Eraser, 
recently  become  Lord  Strathalmond, 
arrived  in  Tehran.  He  and  the  Shah, 
Amouzegar  explained,  had  already 
discussed  the  question  with  Under 
Secretary  IiAvin  and  Ambassador 
Douglas  MacArthur,  the  general's 
son,  the  day  before.  It  was  Amouze- 
gar's  impression  that  the  U.S.  did  not 
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insist  on  joint  negotiations  at  all.  "If 
you  think  you  have  a  problem  with 
your  governments,"  Amouzegar  said, 
"I'm  quite  confident  they  will  agree 
to  a  regional  or  a  Gulf  approach." 

The  negotiators  were  understand- 
ably in  disarray.  After  all,  in  their 
\'iew,  that  was  the  whole  point  of  Ir- 
win's trip— to  make  clear  that  the  U.S. 
did  support  those  joint  negotiations. 
"We  had  no  contact  with  Irwin  and 
Akins,"  Piercy  recaUs.  "We  just  got 
thrown  into  the  furnace  without  know- 
ing what  had  really  transpired.  The 
thing  that  surprised  us  most  was  that 
it  looked  like  we  had  agreed  to  ne- 
gotiate separately  in  the  Gulf." 

They  had  indeed.  The  oil  compa- 
nies had  been  deserted  by  the  U.S. 
Government.  Irwin  and  MacArthur  had 


Iranian  Team.  The  Shah  with  his 
dreams  of  a  renewed  Persian  empire, 
and  his  brilliant  American-trained 
adviser,  Finance  Minister  Amouzegar. 

met  for  two  hours  with  the  Shah  and 
Amouzegar  on  the  18th,  and  the  Shah 
had  convinced  Irwin  and  MacArthur 
that  separate  negotiations  would  be 
far  preferable.  Irwin,  his  mind  changed 
by  the  Shah,  had  recommended  to  the  , 
Secretary  of  State  that  the  oil  tom- 
panies  split  the  negotiations.  Mac- 
Arthur  had  staunchly  backed  Irwin.  "/ 
recommended  that  you;  split  the  ne- 
gotiations," MacArthur  later  told 
George  Piercy. 

After  the  event,  Irwin  and  the  com- 
pany negotiators  appeared  to  have 
had  rather  different  ideas  of  the  ba- 
sic purpose  of  Irwin's  mission.  Irwin 
saw  it  as  a  need  to  impress  on  the 
Shah  and  the  Arab  leaders  in  Kuwait 
and  Saudi  Arabia  the  importance  of 
maintaining  the  security  of  the  world's 
petroleum  supplies.  The  oil  companies 
thought  Irwin  was  going  to  assert— in 
however  covert  a  form— the  support 
of  the  President  of  the  U.S.  for  joint 
negotiations  with  the  producing  coun- 
tries. In  the  end,  Irwin  was  so  over- 
whelmed by  the  Shah  that  he  even 
decided  not  to  deliver  the  personal 
letter  he  had  brought  from  the  Presi- 
dent. He  apparently  feared  it  might 
offend  His  Imperial  Majesty. 

"I  made  it  clear,"  Irwin  later  told 
the  Senate  Subcommittee  on  Multi- 
national Corporations,  "that  the  U.S. 
Government  was  not  in  the  oil  busi- 
ness and  did  not  intend  to  become  in- 
volved in  the  details  of  the  producing 
countries'  negotiations  with  the  oil 
companies." 

Objective:  Production 

Which  may  .seem  fair  enough  in  it- 
self. But  Irwin  did  not  stop  there.  "1 
stressed,  twt  the  negotiations,  but  the- 
strategic  and  economic  impact  on 
the  Free  World— of  which  they  were  a 
part— that  a  cut  or  halt  in  production 
would  have."  Or  again:  "The  basic 
mission  was  to  stress  the  impor- 
tance ...  of  not  halting  production 
or  cutting  production." 

Whatever  it  may  have  been  with 
the  Senate  Committee,  the  State  De- 
partment was  far  less  candid  with 
the  oil  companies  at  the  time.  In  brief- 
ing Piercy  and  Strathalmond  on  Irwin's 
two-hour  talk  with  the  Shah,  MacAr- 
thur   "left    the    impression"    that    the 

American  Missionaries.  Aided  by  Am- 
bassador MacArthur,  Presidential  em- 
issary Irwin  (right)  came  to  see 
things  from  the  Iranian  point  of  view. 


Shah  had  called  the  joint  negotiating 
strategy  "a  dirty  trick"  and  had  threat- 
ened that  the  "entire  Gulf  would  be 
shut  down  and  no  oil  would  flow." 

The  next  day,  MacArthur  concedeil 
that  Amouzegar  may  have  said  that 
to  him  in  private,  and  that  in  their 
talks  with  the  Shah  neither  the  Gulf- 
only  approach  nor  the  subject  of  a 
shutdown  ever  came  up.  MacArthur 
now  claimed  that  the  Shah  had  argued 
that  a  collective  approach  would  be 
a  "monumental  error,"  that  the  radi- 
cal demands  were  likely  to  be  the  ones 
that  prevailed  in  such  circumstances. 

Without  waiting  to  confer  with 
Piercy  and  Strathalmond,  Irwin  ca- 
bled his  recommendations  to  the  State 
Department,  and  he  and  Akins  went 
on  to  Saudi  Arabia  and  Kuwait.  The 
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.state  Department  approved  the  Irwin 
iec(»mmendation  and  so  informed  Mc- 
Cloy.  But  that  was  merely  a  formality. 
The  decision  had  already  been  made  in 
Tehran.  MacArthur  and  Irwin  had  rec- 
ommended. Akins  concurred.  Joint  ne- 
gotiations were  dead.  "Irwin  was  an 
Under  Secretary,"  Akins  says,  "and  I 
was  not.  The  Secretary  of  State  went 
along  with  the  recommendation.  Ir- 
win made  the  decision." 

Irwin's  own  recollections  of  the 
mission  betray  a  surprising  naivete  on 
his  part.  "Given  on  the  one  hand  the 
strong  statements  of  the  Gulf  coun- 
tries opposing  the  companies'  posi- 
tion of  negotiating  with  the  OPEC 
countries  as  a  bloc,  and  on  the  other 
their  statements  that  they  would  be 
willing  to  enter  into  an  agreement  for 
five  years  and  stand  by  it,  even 
though  increases  might  be  negotiated 
in  other  areas,  I  recommended  to  the 
Department  that,  if  the  price-ratchet- 
ing problem  were  solved  this  way,  we 
encourage  the  companies  to  negotiate 
with  the  Gulf  countries  separately, 
unless  the  companies  had  good  rea- 
sons to  the  contrary." 

It  was  a  clear  case  of  surrender 
without  a  fight.  It  may  be  that  Akins 
and  Irwin  really  believed  the  Shah 
would  stick  to  his  deal  when  his  ri- 
vals got  better  deals.  But  if  they  were 
ready  to  believe  that,  they  would 
probably  believe  anything.  Irwin  and 
Akins  never  even  bothered  to  tell 
the  negotiators  that  the  Shah  was  not 
threatening  to  interrupt  supply  if  they 
insisted  on  joint  negotiations— Piercy 
for  one  did  not  learn  it  until  Forbes 
brought  it  to  his  astonished  attention 
a  month  ago.  Piercy  says,  "We  took 
them  very  seriously." 


As  a  matter  of  fact,  riot  once  did 
the  Shah  ever  threaten  to  cut  off  the 
oil.  "In  fact,"  says  Irwin,  "they  said 
that  if  [the  joint  negotiations]  really 
were  persisted  in,  they  would  go  along 
with  the  agreement,  but  it  would  be 
a  much  less  favorable  agreement  and 
the  terms  would  be  the  terms  of  the 
more  radical  producers." 

Double  Cross 

The  truth  is  that  the  State  Depart-  « 
ment  never  intended  to  support  the 
joint  negotiating  principle  in  the  first 
place,  or  certainly  Jim  Akins  did  not. 
"The  joint  approach  did  not  really 
matter,"  Akins  says  now.  "It  was  not 
important  how  they  negotiated,  not 
vital,  and  the  Government  did  not 
make  an  issue  of  it."  But  didn't  Akins 
support  the  proposal  when  McCloy 
first  broached  the  idea  to  U.  Alexis 
Johnson  and  Secretary  Rogers?  "I 
didn't  think  it  would  work  or  help  at 
all,"  he  says.  "The  real  purpose  was 
to  stop  the  escalation  in  price." 
Which,  of  course,  did  not  happen.  At 
least  a  joint  negotiating  front  by  the 
oil  companies  might  have  softened  the 
blow,  but  it  was  never  given  a 
chance.  "The  settlement,"  British  Pe- 
troleum's Strathalmond  observed  at 
the  time,  "gave  the  six  Gulf  States 
even  more  than  they  had  set  as  their 
minimum  acceptable  demands." 

And  the  companies?  They  soon  lost 
all  hope  of  maintaining  a  united 
front.  They  reluctantly  agreed  to  a 
new  approach— "separate  but  neces- 
sarily connected"  negotiations— and 
then  to  another  new  approach,  but 
the  game  was  up.  The  producers  had 
called  the  companies'  bluff,  and  the 
companies  had  no  other  cards  left. 


"I  have  sat  around  bargaining  ta- 
bles," Senator  Charles  Percy  observed 
during  the  Senate  hearings,  "and, 
you  know,  when  the  one  side  sees  the 
other  blink  first,  that  begins  a  proces- 
sion of  demands  ...  a  process  of  ero- 
sion—to the  state  we  now  have,  where 
it  is  beyond  our  ability  to  control  it." 
Even  Jack  Irwin  sometimes  has  sec- 
ond thoughts  these  days.  "With  hind- 
sight," he  says,  "I'm  not  sure  whether 
we  were  completely  aware  of  the  im- 
pact that  we  had.  If  we  weren't,  we 
probably  should  have  been." 

Couldn't  the  companies  have  in- 
sisted on  joint  negotiations,  never 
mind  what  the  State  Department  rec- 
ommended? Nobody  seems  to  think 
so.  "We  were  dealing  with  sovereign 
states,"  says  one  oilman,  "and  we 
needed  some  sovereign-state  help  on 
our  side."  An  OPEC  government,  that 
is  to  say,  might  bow  to  pressure  from 
the  U.S.  Government,  but  it  could  not 
bow  to  a  private  company.  By  the 
same  token,  no  private  company  could 
jeopardize  its  oil  supply  without  sup- 
port from  its  home  government- 
imagine  the  screams  about  corporate 
greed  if  it  did  so!  "In  their  place," 
says  MIT's  Adelman,  "I  would  not 
want  to  find  out. whether  I  could  get 
away  with  not  doing  what  the  U.S. 
Government  suggested." 

Even  the  Arabs  were  astonished  by 
the  ease  with  which  the  producers 
triumphed.  "It  was  the  starting  point 
of  a  new  era,"  says  Taki  Rifai,  who 
was  petroleum  adviser  to  the  Libyan 
government  during  the  1970-71  ne- 
gotiations. "An  unprecedented  total 
victory  for  the  producing  countries 
on  all  fronts.  The  oil  companies  of- 
fered   no    resistance.    The    companies 


Lucky  Break.  Headed  by  Idaho 
Senator  Frank  Church  (right),  the 
Multinational  Subcommittee  of  the 
Senate  Foreign  Relations  Committee 
was  set  up  in  1972  to  investigate  the 
relationship  of  U.S.  multinational  com- 
panies and  U.S.  foreign  policy.  Among 
the  dozens  of  witnesses  from  the  oil 
industry  was  the  chief  American 
representative  at  Tehran,  George 
Piercy  (left),  who  appeared  to 
explain  that  what  gave  OPEC  its 
edge  was  the  loss  of  surplus 
producing  capacity  around  the  world, 
including  the  U.S.,  where  court 
action  had  delayed  bringing  in  North 
Slope  oil  for  five  years. 
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On  business  trips 
these  days, 
youVe  got  to  make 
every  minute, 
^very  dollar  count! 

Thaf s  why 
you  need  Hertz 
more  than  ever." 


U(J.  ^r^i.y3^tr>^-^ 


You  can  depend  on  Hertz.  Hertz  has  more  good 
people  to  take  care  of  you,  so  you  can  get 

away  fast  into  a 
clean,  reliable  car. 
More  locations.  More 
cars.  More  kinds  of 
cars.  And  with  Super 
Saver  Rates,  you 
save  money,  too. 
With  all  this,  wouldn't 
you  rather  rent  from 
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The  Superstar  in  rent-a-car 
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The  story i^ur  future. 


5  year,  $1,100,000,000  Capital  Program 


A.  Acquisition  of  Timberland 

B.  Building  Materials  Fabrication  and  Distributio 
Manufactured  Housing  and  Kitchen  Cabinets 

C.  Facilities  Maintenance,  Safety,  Environmental  Improvements 


D.  Wood  Products  Manufacturing 

E.  Paper  Manufacturing 

F.  Office  Products  Distribution  and  Packaging 
(Envelopes,  Composite  Cans,  Corrugated  Containers) 


©BOISE  CASCADE  CORPORATION  1976 


No  businessman  likes  to  talk  very  specifically  in  advertising  about  future 
plans.Too  much  of  what's  to  come  is  beyond  his  control.  And  yet  we  think  a 
company  that  seeks  to  convince  you  of  its  potential  ought  to  do  so.  So  we've 
decided  to  share  our  long  term  growth  strategies  with  you. 


Strategy  Number  1. 

We  plan  to  concentrate  on  our  two 
basic  businesses— building  materials 
and  paper  products. 

we  plan  to  invest  $1.1  billion  in 
them  between  1974  and  1978  while 
staying  within  a  0.6:1  debt-to- 
equity  ratio. 

We  plan  to  generate  an  average 
annual  return  on  total  investment  of  at 
least  12%  after  taxes  on  each  project 
within  the  $850  million  we're  using  to 
improve  and  expand  our  businesses. 
(The  remaining  $250  million  are  being 
used  to  keep  our  facilities  well 
maintained,  safe  and  environmentally 
sound.) 

Rationale. 

1.  We  have  a  good  resource  base, 
including  joint  ventures,  we  own 

2  million  acres  of  timberland  and  have 
long  term  harvesting  rights  on 
5  million  more. 

2.  Our  resource  is  renewable.  If  we 
manage  our  forests  thoughtfully,  they'll 
supply  us  eternally. 

3.  We're  able  to  add  to  the  value  of 
many  of  our  forest  products  after  they 
leave  our  paper  ana  wood  products 
mills  by  converting  and  distributing 
them  directly  to  their  users. . 

4.  While  we're  among  the  leaders 
in  our  component  businesses,  our 
market  shares  are  small  so  there's 
ample  room  for  growth. 

Strategy  Number  2. 

We  plan  to  invest  about  one-third 
of  our  capital  dollars  in  our  converting 
and  distributing  operations  in  order 
to  maximize  the  earning  power  of  our 
foresf -originated  products. 

Rationale. 

1.  Converting  and  distributing 
operations  offer  very  attractive  returns 
on  investment.  (By  converting 
operations,  we  mean  businesses  like 
manufactured  housing  and  composite 
cans  that  convert  lumber  into  single 
and  multi-family  homes  and  paper  into 
packaging.) 


2.  They  also  offer  excellent 
opportunities  for  expansion. 

3.  Our  converting  operations  have 
a  ready  source  of  supply— our  primary 
manufacturing  operations  (our  paper 
and  wood  products  mills). 

4.  Converting  and  distributing 
operations  are  relatively  less 
susceptible  to  market  fluctuations, 
owing  to  the  range  of  products  and 
diversity  of  demand. 

Strategy  Number  3. 

We  plan  to  optimize  the  relationship 
between  our  paper  and  building 
materials  operations  by  investing 
approximately  equal  shares  of  our 
capital  program  in  each. 

Rationale. 

Our  involvement  in  both  paper 
and  building  materials,  as  well  as  our 
involvement  in  both  primary 
manufacturing  and  converting/ 
distributing,  enables  us  to  cope  with 
the  historical  nemesis  of  forest 
products  companies,  cyclicality. 

If  all  this  suggests  to  you  that 
Boise  Cascade  sees  its  future  in  forest- 
related  products,  this  ad  has  done  its 
job.  We've  been  manufacturing, 
converting  and  distributing  them 
profitably  since  Boise  Cascade  was 
first  formed  back  in  1957.  And  we 
intend  to  continue.  We  know  from 
experience,  money  does  grow  on  trees. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report 
and  statistical  supplement,  c/o  Boise 
Cascade  Corporation,  Communications 
Dept.,  One  Jefferson  Square,  Boise, 
Idaho  83728.  For  a  more  dispasiionate 
view,  call  your  broker. 


Boise  Cascade 
Corporation 


HEY  Mm  HFVE  (iOT  VOU  COVEREDl 


As  almost  everyone  knows,  Rita 
Moreno  is  a  bright,  bouncy,  fast-moving 
Broadway  star,  with  loads  of  energy 
and  talent.  Hard  to  keep  up  with,  unless 
you  hapfjen  to  be  in  a  lot  of  different 
places  at  once.  As  we  are 

Who  are  we? 
Allegheny  Ludlum  In 
dustries.  Where  are 
we?  Almost  every- 
where Rita  is:  on  the 
stage,  with  sound, 
lighting  and  cable 
components  from 
our  Carmet,  IPM, 
Standard  Thomson 
and  Arnold  companies. 


In  her  home  or  office,  with  spe- 
cialty metal  products  that  help  provide 
her  with  heat  and  light,  telephone 
service,  even  appliances.  Outdoors, 
with  sports,  garden  and  lawn  care  prod- 
ucts by  True 
r^      "       Temper  and 
Jacobsen. 


Even  traveling,  Rita's  plane,  car  or  train 
contains  materials  made  by  Allegheny 
Ludlum  Steel,  Special  Metals  Cor- 
poration, Standard  Steel,  or  Titanium 
Metals  Corporation.  All  member  com- 
panies of  Allegheny  Ludlum. 

To  make  a  long  story  short,  we 
play  an  important  part  in  Rita's  life, 
whether  she  knows  it  or  not.  We're  an 
important  part  of  your  life,  too.  In  com- 
munications, electric  power,  leisure 
activities— almost  anywhere  you 
happen  to  be. 

Take  a  look  around.  You'll  see 
we've  got  you  covered,  too. 

Allegheny  Ludlum  Industries,  Inc., 
Pittsburgh,  Pa.  15222. 
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were  there  to  sign,  not  to  fight." 
And  so,  on  Valentine's  Day  1971, 
the  negotiators  signed  a  five-year 
agreement  with  the  Gulf  producers, 
and  the  history  of  oil  turned  in  a  rad- 
ical new  direction.  McCloy,  Akins  and 
Piercy  maintain  even  today  that  the 
Tehran  settlement  was  a  good  deal. 
It  came  to  two  or  three  times  the  orig- 


inal company  offer,  it  is  true,  but  only 
half  the  Gulf  producers'  demands. 
Everybody  applauded.  The  Organi- 
zation for  Economic  Cooperation  and 
Development  liked  it;  so  did  Presi- 
dent Nixon,  Secretary  Rogers  and  the 
Shah  of  Iran.  "I  am  satisfied  with  the 
Tehran  agreement,"  said  the  Shah. 
"The  Libyans  may  demand— and  get 


—more,    but    more    power    to    them. 
Not  since  Chamberlain  returned  from 
Munich  in  1938  had  there  been  such 
widespread  rejoicing  over  the  resolu- 
tion of  an  international  conflict. 

But,  like  Munich,  the  Tehran 
agreement  did  not  bring  peace  in  our 
time.  It  simply  gave  confidence  to  the 
aggressors    while    sapping    the    confi- 


Instruments  Of  American  Policy 


The  oil  industry  has  frequently 
found  itself  caught  in  the  middle,  be- 
tween a  rock  and  a  hard  place  be- 
cause of  its  importance  to  U.S.  for- 
eign policy.  Witness,  for  instance,  the 
creation  back  in  1954  of  the  so-called 
Iranian  Consortium. 

After  Prime  Minister  Mossadegh 
nationalized  Iran's  oil  production  in 
1951,  the  major  international  com- 
panies refused  to  market  any  Iranian 
oil  anywhere  in  the  world.  That  way 
they  hoped  to  show  that  grabbing 
oil  company  property  didn't  pay.  But 
the  State  Department  began  to  worry 
that  without  oil  revenues  to  support 
its  domestic  economy  Iran  would  sUde 
into  the  Soviet  orbit,  and  so,  in  1952 
it  came  up  with  a  scheme  for  creating 
what  became  known  as  the  Iranian 
Consortium. 

This  group  of  five  American  and 
three  European  international  oil  com- 
panies was  to  take  over  the  marketing 
of  Iran's  oil  production.  It  would  sell 
Iran's  oil  in  a  way  that  would  avoid 
depressing  the  world  price  structure 
and  so  protect  the  equally  important 
oil  revenues  of  the  other  strategic  pro- 
ducers in  the  Persian  Gulf— Kuwait, 
Saudi  Arabia  and  the  various  emir- 
ates. In  other  words,  Iran  would  be 
guaranteed  a  piece  of  the  action  but 
in  an  orderly  way.  Even  then,  clear- 
ly, the  U.S.  saw  Iran's  oil  revenues 
primarily  as  an  economic  tool  for 
achieving  political  ends— preventing 
the     Soviet     Union     from     extending 


its  influence  throughout  the  strategic 
Middle  East. 

Even  as  the  State  Department  was 
concocting  its  Iranian  Consortium,  the 
Justice  Department  was  preparing  a 
criminal  antitrust  suit  against  the 
same  group  of  oil  companies  over 
their  Middle  East  marketing  practices. 
Tlie  companies  could  obviously  not 
be  expected  to  compound  their  expo- 
sure by  accepting  the  State  Depart- 
ment's proposal.  A  way  out  was  finally 
found.  In  1953,  at  the  urging  of  the 
State,  Defense  and  Interior  Depart- 
ments, President  Truman  ordered  the 
Justice  Department  to  drop  the  crim- 
inal antitrust  suit  against  the  com- 
panies. Seven  months  later,  the  Cen- 
tral Intelligence  Agency  engineered 
the  downfall  of  Mossadegh,  the  Shah 
was  fimnly  back  in  control,  and  by 
October  the  newly  formed  Iranian 
Consortium  had  got  the  oil  flowing 
again. 

Ironically,  the  creation  of  the  Iran- 
ian Consortium  eventually  contributed 
to  the  creation  of  OPEC  itself.  Iran- 
ian production  was  helping  to  swell 
the  worldwide  surplus  of  crude.  This 
•  worried  the  multitude  of  "indepen- 
dent" oil  producers  in  the  U.S.  South- 
west. They  feared  the  competition 
of  the  big  international  oil  compa- 
nies, who  could  deliver  Middle  East- 
ern oil  to  the  U.S.  for  less  than  they 
could  produce  it  themselves.  Using 
political  clout  in  Congress  these  "in- 
dependents"  forced   through    a   man- 


With  leftist  mobs  in  the  Tehran  streets,  the  CIA  engineered  Mossadegh's  fall. 


datory  quota  system  in  1959,  which, 
in  effect,  limited  the  amount  of  for- 
eign oil  that  would  be  permitted  to 
come  into  the  U.S. 

Their  argument  was  self-servingly 
transparent:  Quotas,  they  argued, 
would  encourage  them  to  look  hard- 
er for  oil  at  home.  Of  course,  the 
result  was  to  force  the  U.S.  to  use 
up  its  oil  resen'es  that  much  faster— 
and  hasten  the  day  when  we  would 
be  dependent  on  imported  oil. 

This  self-interest  of  the  domestic  oil 
producers  had  yet  another,  even  more 
far-reaching  effect  on  the  U.S.'  fu- 
ture. By  sealing  off  most  of  the  U.S. 
market,  the  quota  system  made  things 
even  rougher  for  the  foreign  oil  pro- 
ducers. While  oil  was  selling  in  the 
U.S.  for  $1.94,  it  was  going  begging 
abroad.  So,  the  oil  companies  cut  the 
price  in  an  effort  to  move  more  of 
the  oil.  In  1960,  hurting  badly,  Vene- 
zuela conceived  the  idea  of  OPEC. 
Its  original  goal  was  modest  enough: 
to  restore  prices  to  the  1958  level. 
Since  then,  however,  OPEC  has 
changed  the  world. 

People  who  blame  the  internation- 
al oil  companies  for  the  present  mess 
either  have  very  short  memories  or 
very  convenient  ones. 


Mohamed  Mossadegh 
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dence  of  the  oil  industry.  "There  was 
jubilation  in  OPEC,"  says  Akins.  "The 
triainph  and  demonstration  of  power 
.seemed  complete." 

Sheik  Yamani  himself  told  Piercy 
that,  if  the  oil  companies  thought 
they  were  buying  five  years  of  price 
stability,  they  were  deluding  them- 
selves. The  Tehran  agreement  was  tied 
to  a  second  negotiation  with  the  Med- 
iterranean producers  at  Tripoli,  and 
then  there  followed  a  series  of  other 
demands— for  adjustments  reflecting 
currency  changes,  for  greater  partici- 
pation in  the  ownership  of  the  pro- 
ducing properties— all  of  which  were 
\  iolations  of  the  spirit  if  not  the  letter 
of  the  Tehran  agreement. 

At  the  outside,  the  agreement  last- 
ed 2J2  years. 

As  Ambassador  MacArthur  puts  it: 
"International  agreements  are  not  en- 
forceable unless  armed  force  is  used." 

With  a  little  help  from  the  State 
Department,  the  OPEC  cartel  found 
itself  in  January  1971  at  last  with  the 
power  to  set  prices  and  control  pro- 
duction. The  unilateral  increase  in 
prices  resulting  from  the  October  war 
merely  reflected  the  first  exercise  of  a 
power  already  acquired:  Israel  was 
only  the  excuse.  And  once  OPEC  ac- 
quired its  monopolist's  power  there 
was  little  hope  of  getting  it  back. 

As  artificially  induced  shortages 
forced  prices  upward,  it  became  pos- 
sible for  the  cartel  to  realize  the  same 
revenue  on  less  and  less  production, 
and,  as  time  passed,  to  withhold  sup- 
ply altogether  if  it  chose  to  do  so. 
"Monopoly  is  always  a  learning  proc- 


ess," as  Adelman  puts  it.  "Success 
builds  upon  success.  Try  $3  a  barrel, 
try  $7,  and  see  if  you  get  away  with 
that.  Try  a  Httle  more,  and  a  fittle 
more.  And  then  they  were  up  to  $10 
in  1974,  $11  in  1975.  Just  keep  going 
as  long  as  it  looks  prospective,  aiming 
always  for  the  same  point— how  much 
the  traffic  will  bear." 

Point  Of  No  Return 

Could  the  industry  ha\e  successful- 
ly resisted  OPEC's  efforts  to  impose 
its  power?  Certainly  the  oil  industry 
itself  belie\ed  it  was  possible,  other- 
wise it  would  not  have  attempted 
to  present  a  united  front.  Two  years 
later  it  was  too  late.  The  industry's 
surplus  capacity  was  gone,  and  the 
cartel  was  solidly  in  control.  The 
Arabs  had  the  oil  weapon  firmly  in 
hand.  The  State  Department,  inten- 
tionally or  not,  had  helped  put  it 
there. 

But  why?  Why  did  the  U.S.  so 
readily  surrender  to  OPEC?  Was  the 
U.S.  so  blind  that  it  did  not  see  what 
was  really  at  stake?  "W^as  there  some 
other  consideration?"  Senator  Frank 
Church  asked  during  the  hearings. 
"There  must  have  been.  Some  con- 
sideration for  the  bilateral  relations 
between  the  U.S.  and  Iran?" 

The  Senator  was  on  the  right  track. 
It  is  hard  to  avoid  the  conclusion  that 
the  State  Department  was,  in  effect, 
sacrificing  economics  to  politics.  This 
is  not  to  say  that  Akins  and  his  col- 
leagues in  the  State  Department  want- 
ed to  see  oil  go  to  $10  a  barrel.  But 
they    were    quite    prepared    to    ha\e 


U.S.  motorists  and  businessmen— and 
those  of  the  rest  of  the  world— pay  a 
bit  more  for  oil  in  order  to  help  the 
Shah  of  Iran  and  the  Saudis.  The  State 
Department  was,  in  short,  more  pro- 
Shah— and  pro-Saudi  Arabia— than  it 
was  anti-OPEC. 

At  least  since  the  Iranian  Consortium 
was  created  in  1954  {see  box,  p.  79), 
the  State  Department  has  seen  Middle 
East  oil  revenues  mainly  as  a  device 
for  bolstering  the  economies  of  the 
countries  of  the  area.  If  they  are 
prosperous  enough,  the  idea  is,  they 
can  provide  the  bulwark  against  the 
SoN'iet  Union  the  U.S.  could  not  erect 
directly. 

The  Shah  is  no  fool  when  it  comes 
to  bargaining.  "The  Shah,"  says  Ir- 
win, "spoke  of  staying  with  OPEC 
whatever  happened,  even  if  it  meant 
a  shutdown  in  production.  He  wasn't 
threatening  a  shutdown,  but  he  was 
saying  that  if  you  negotiate  with 
OPEC  as  a  whole,  the  radicals  would 
be  in  control,  and  the  Gulf  countries 
would  go  along  with  the  rest  of  OPEC 
—stick  together,  even  though  it  meant 
a  shutdown  in  production. '  It  was  a 
clever  stand:  The  Shah  was  saying,  "I 
love  you,  America,  but  my  hands  are 
tied."  Were  his  hands  really  tied? 
The  Shah  is  an  absolute  monarch  with 
dreams  of  glory.  In  fact,  he  was  using 
the  danger  from  the  more  radical  ele- 
ments in  OPEC  as  an  excuse  for  his 
own  ambitions.  But  the  Americans 
took  the  bait:  Better  to  pay  more  for 
gasoline  than  force  the  Shah  to  take 
a  stance  that  would  jeopardize  his  po- 
sition as  our  bastion  in  the  Gulf. 


James  E.  Akins  never  seemed  quite 
sure  whether  he  was  U.S.  ambassa- 
dor to  Saudi  Arabia  or  Saudi  Arabian 
ambassador  to  the  U.S.  For  this  .seem- 
ing ambivalence,  last  winter  he  was 
fired.  So  Akins  is  now  job-hunting— 
looking  for  ways  of  applying  his 
considerable  Middle  East  knowledge. 

He  refuses  to  take  seriously  the  talk 
these  days  of  a  drop  in  oil  prices, 
much  less  any  breakup  of  the  Organi- 
zation of  Petroleum  Exporting  Coun- 
tries' oil  cartel.  In  fact,  when  OPEC 
meets  again  this  June,  Akins  expects 
prices  to  go  up,  and  it's  conceivable, 
he  says,  they  will  rise  not  by  the  mod- 
est 10%  of  the  last  couple  of  years, 
but  in  a  giant  step  of  perhaps  25%. 

"In  the  past,"  Akins  says,  "the 
Saudis  have  always  been  the  moderat- 
ing influence  on  the  OPEC  price  in- 
creases. But  the  Saudis  have  been 
shaken  by  the  things  that  the  U.S. 
has  been  doing— the  talk  of  military 
intervention,  of  discouraging  Arab  in- 
vestment in  the  U.S.,  the  uproar  over 
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Serving 

Two 
Masters? 


the  Arab  boycott,  my  replacement 
as  ambassador  with  someone  favoring 
a  hard  line.  Why  should  Saudi  Arabia 
fight  America's  battles  against  the 
other  countries  in  OPEC? 

"The  best  we  can  hope  is  that  the 
oil  price  will  hold  firm  in  constant 
dollars  plus  a  10%  gain.  But  the  Shah 
needs  money  just  as  he  did  back  in 
1971,  and  so  do  Algeria  and  Vene- 
zuela, so  the  question  is:  Will  Saudi 
Arabia  attempt  to  hold  them  back?" 
As  Akins  sees  it,  what  sets  oil  prices  is 
the  .statesmanship  of  the  Saudis  and 
not  the  monopolist's  assessment  of 
what  the  traffic  will  bear. 

Was  it  this  sort  of  faith  in  the  Saudi 
ruler's  good  intentions  that  finally  cost 
Akins  his  job?  He  claims  not  to  know. 
"I've  asked  why  I  was  fired,"  he  says, 
"but  I've  been  told  nothing."  At  49, 
Akins  is  out  of  a  job  and  lacks  a 
full  pension.  Unquestionably,  Secre- 
tary of  State  Henry  Kissinger  was 
rough  on  Akins,  but  Akins  .sometimes 
forgot  whose  adv'ocate  he  was. 
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The  error  made  by  Irwin  and  the 
State  Department  is,  in  retrospect,  per- 
fectly obvious.  They  assumed  that 
the  Shah  and  the  ruling  clique  of 
Saudi  Arabia  were  thoroughly  com- 
mitted to  the  U.S.  and  the  West.  And 
in  a  way,  yes,  they  were.  But  they 
were  also  committed  to  the  advance- 
ment of  their  own  interests  and  to 
pushing  them  as  far  as  they  dared. 
The  truth  is  that,  for  aU  his  public 
bravado,  the  Shah  could  not  really 
have  afforded  a  shutdown.  Prior  to 
the  Tehran  negotiations,  the  Shah  had 
loudly  proclaimed  how  desperate  his 
need  for  increased  oil  revenues  was. 
All  during  the  late  Sixties  he  had  been 
trying  to  increase  them  by  forcing 
the  companies  to  increase  their  pro- 
duction. By  1969  he  had  begun  run- 
ning substantial  balance-of -payments 
deficits,  and  by  1970  he  faced  hav- 
ing to  borrow  money  overseas  to  fi- 
nance a  budget  that  was  outrunning 
(  its  revenues  by  a  considerable  margin. 
As  the  oil  crisis  deepened,  the  Shah 
needed  more  funds  and  needed  them 
badly.  The  British  were  pulling  their 
armed  forces  out  of  the  Gulf  after 
more  than  a  century.  Military  strate- 
gists were  worried  about  a  power 
vacuum  developing  in  the  Persian 
Gulf  area. 

Advocate 

Nobody  was  more  aware  of  these 
'considerations  than  the   U.S.   ambas- 
sador   to    Iran,    Douglas    MacArthur. 
"MacArthur,"  says  McCloy,  "was  more 
Persian    than    the    Persians."    MacAr- 
thur himself  recalls  acting  as   devil's 
advocate     during     the     negotiations: 
i  "The  question  was  put  to  me,"  Mac- 
l  Arthur  told  the  oil  companies,   "  'Do 
you   think   the   present   price   is   fair, 
given  the  fact  that  we're  getting  sub- 
stantially  less   than   we   got   in    1947 
purchasing   power   for   our   oil?'   The 
oil     companies'     executives     replied, 
'Well,  they've  got  a  point!'  " 

But  that  point  was,  in  a  manner 
of  speaking,  beside  the  point.  Being 
businessmen,  the  men  who  ran  the 
oil  companies  thought  in  terms  of 
supply  and  demand,  not  in  terms  of 
abstract  justice.  They  lived  in  a  world 
where  the  potential  supply  of  oil 
seemed  to  overwhelm  the  actual  de- 
mand, and  they  wanted  a  price  that 
would  move  as  much  oil  as  possible 
and  still  leave  them  a  decent  profit. 
In  short,  the  oilmen  did  not  act  at  all 
.  like  the  monopolists  they  are  some- 
times accused  of  being.  Oil  became  a 
monopoly  product  only  after  OPEC 
seized  from  the  oil  companies  the 
power  to  set  prices.  For  a  while  the 
higher  prices  did  bring  windfall  prof- 
its to  the  industry,  but  it  was  a  cost- 
ly windfall.  It  brought  down  upon  the 
companies    tremendous    hostility    and 


The  aircraft  industry  knows  us. 
The  automotive  industry  knows  us. 
The  petroleum  industry  knows  us. 
The  construction  industry  knows  us. 
The  paper  industry  knows  us. 
Even  the  shoe  polish  industry  knows  us. 

Shouldn^t  you  know  us? 

Today,  80  of  the  world's  airlines  use  our  polyurethane  Alumigrip®  paint  system. 
Today,  virtually  every  model  produced  by  Detroit's  Big  Four  carries  one  of  our 
products. 

Today,  our  Prufcoat"  anti-corrosive  coating  is  one  of  the  leading  protective 
coatings  used  for  refineries  and  ofF-shore  rigs. 

Today,  we're  the  largest  manufacturer  of  bridge  coatings  in  the  world. 
Today,  we've  created  a  high  solids  coating  that  can  be  cured  at  half  the  normal 
temperature.  Which  can  save  enormous  amounts  of  energy  in  the  future. 
Today,  we  are  opening  up  paper  and  printing  industries  to  water-base  resins. 
The  shoe  polish  industry  is  changing  to  our  water-base  polymers.  We've  devel- 
oped systems  by  which  people  choose  color  that  is  compatible  with  them,   /^ji, 
Today,  we  hold  a  patent  on  a  process  to  manufacture  powder  paint 
which  may  become  one  of  the  important  developments 
in  the  coating  industry  in  decades. 
We've  just  declared 
consecutive  quarter 
In  addition  a  5% 
stock  dividend 
has  been  declared 
which  increases 
total  stock  dividen 
58%  since  1965.  B. 
dividends  are  payal 
January  30th  1976  to 
shareholders  of  recon 
January  9th  1976. 
If  you  don't  know 
you  think  it's  time 
For  an  annual  report 
you  who  we  are  and 
do,  write  us:  345  Park 
New  York.  N.Y.  10022. 

Grow 
Chemical 

We  have  the  Future  Covered. 
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Shakespeare  meets  Cher 

in  Americans  best  selling  magazine. 

And  every  ^eek, 

42  million  Americans  are  there. 


Magazine  readers  are  complex  people.  They  laugh, 
they  love  a  bit  of  gossip  and  they  take  very  seriously  the 
world  around  them.  Ironically,  a  world  that  often  comes  to 
them  through  the  medium  of  television. 

Little  wonder,  then,  that  magazine  readers  see  a  need 
for  a  balanced  perspective  on  the  impact  of  television. 
That's  what  TV  Guide  writes  to  every  week.  For  over  42 
million  adults  who  can  laugh  and  think. 

They  tend  to  be  younger  than  the  readers  of  most 


major  magazines— the  largest  buying  audience  under  50 
that  you  can  reach  in  any  magazine.  They  buy  the  things 
that  make  businesses  succeed. 

More  money  was  spent  advertising  to  them  in 
TV  Guide  than  in  any  other  magazine  in  1975.  If  you  have 
something  to  sell  to  that  part  of  America,  it  will  cost  you 
less  per  thousand  to  tell  them  in  TV  Guide  than  in  any 
other  major  magazine. 


Sources  ABC  Slmmom.  PIB,  SRDS 


demands  for  their  breakup.  Today, 
like  the  motorist  and  the  homeown- 
er, the  typical  oilman  looks  back  wist- 
fully to  the  days  of  $3  oil. 

The  State  Department,  by  contrast, 
wasn't  all  that  interested  in  the  price 
of  gasoline.  It  was  much  more  interest- 
ed in  keeping  the  Iranians  well  armed 
and  the  Saudis  well  heeled.  Akins  and 
other  like-minded  people  in  the  State 
Department  realized  full  well  that 
they  could  not  persuade  Congress  to 
tax  Americans  for  that  purpose.  So, 
they  did  it  by  the  back  door.  Decades 
earlier  the  State  Department  provid- 
ed such  indirect  aid  to  the  Middle 
East  through  a  tax  gimmick.  They 
allowed  the  oil  companies  to  count 
as  tax  payments  what  were  really 
royalty  payments  to  the  Middle  East- 
ern governments.  This  was  a  thinly 
disguised  way  of  moving  money  from 
the  U.S.  Treasury  to  the  Iranian  and 
Saudi  treasuries.  The  more  royalties 
the  oil  companies  paid,  the  less  U.S. 
itwonie  taxes  they  paid. 

But  now  the  oil  producing  coun- 
tries needed  still  more  money.  It 
couldn't  be  taken  out  of  the  U.S. 
Treasury— the  oil  companies  were  al- 
ready paying  minimal  taxes.  So,  this 
time,  the  consumers  paid.  As  the  price 
of  oil  rose  from  $1.80  a  barrel  to 
$11.25  a  barrel  between  1970  and 
1975,  the  Gulf  oil  producers  were 
able  to  expand  their  military  spending 
from  under  $800  million  a  year  to 
over  $4  billion. 

Unforeseen  Consequences 

In  fairness  to  Akins  and  MacArthur 
and  the  other  pro-OPEC  men  in  the 
State  Department,  this  must  be  said: 
In  the  early  Seventies,  the  price  of 
oil  was  extremely  low.  So  low  that 
Europeans  were  getting  cheaper  oil 
than  Americans  were  because  quotas 
limited  the  inflow  of  cheap  Middle 
Eastern  oil  to  the  U.S.  In  1973,  when 
oil  was  still  $2.53  a  barrel,  Akins  had 
this  to  say:  "A  $5  price  is  still  below 
the  level  that  would  cause  any  signifi- 
cant contraction  in  the  use  of  oil  in 
Europe,  Japan  or  the  U.S."  True 
enough,  but  the  smart  businessman 
never  goes  into  a  bargaining  session 
with  a  guilfy  conscience:  If  he  does, 
he  is  certain  to  be  clobbered.  And 
that  is  what  happened:  Oil  today  is 
not  $5  a  barrel  but  $11,  and  if  the 
OPEC  zealots  have  their  way  it  may 
be  $16  before  too  long. 

Therefore,  instead  of  getting  angry 
with  the  oil  companies  for  the  present 
state  of  affairs,  the  intelligent  Ameri- 
can should  remember  how  that  state  of 
affairs  came  about.  He  should  re- 
member too  that  the  basic  situation 
remains  unchanged:  The  Shah  is 
again  crying  for  more  money;  the 
Saudis  are  again  whispering  that  they 


would  like  to  hold  down  prices  but— 
"What  can  we  do?"  Short  of  using 
less  oil— either  through  conservation 
or  through  developing  coal  and  nu- 
clear energy— the  sad  fact  is  that  the 
U.S.  has  delivered  itself  into  OPEC's 
hands— abetted,  sadly  enough,  by  our 
own  State  Department.  "The  OPEC 
producers  have  got  it  all  in  their 
hands  today,"  says  George  Piercy. 
"The  prices,  the  volume.  And  that's 
the  kev  to  the  future." 


Liggett 


Mastermind.  Chief  Counsel  Jerome 
Levinson  headed  the  investigating 
team  that  made  the  Multinational 
Subcommittee's  oil  investigation  one 
(Tf  the  most  thorough  and  revealing 
in  congressional  history. 


"The  commitment  to  Iran,"  says 
Jerome  Levinson,  chief  counsel  of  the 
Senate  Subcommittee  that  investi- 
gated the  oil  industry,  "is  the  funda- 
mental commitment  to  which  all  else 
is  subordinated.  Nothing  has  changed 
and  nothing  will  until  we  reconsider 
these  premises.  Though  we  still  see 
the  Gulf  States  as  bulwarks  of  Ameri- 
can interest,  perhaps  they  are  bul- 
warks of  their  own  interest." 

It's  a  curious  picture:  U.S.  econom- 
ic interest  sabotaged  by  our  own 
State  Department:  American  motorists 
and  Japanese  businessmen  forced  to 
help  arm  the  Shah  of  Iran  against 
Soviet  imperialism  and  against  his 
own  radicals.  But  that's  exactly  what 
happened.  A  conspiracy?  Not  really. 
It's  simply  that  we  live  in  a  complex 
world  and  we  should  beware  of  peo- 
ple who  offer  easy  answers  for  diffi- 
cult questions.   ■ 
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Mass? 


In  ten  eventful  years,  Harris  Corp.  has  moved  from  the 
Gutenberg  era  to  the  electronics  age.  Only  now  are  the 
results  starting  to  show  on  the  bottom  line. 


"Critical  mass"  is  the  term  scientists 
use  to  describe  the  exact  amount  of 
radioactive  material  needed  to  start  a  , 
self-sustaining  chain  reaction.  If*  you 
have  less  than  critical  mass,  the  ac- 
tivity just  winds  down  and  fizzles  out 
unless  it's  constantly  stimulated. 

"We  have  reached  'critical  mass' 
in  each  of  our  businesses,"  is  how 
President  Joseph  A.  Boyd,  54,  assesses 
the  position  of  Cleveland's  Harris 
Corp.,  the  $480-million  (sales)  elec- 
tronics company  he  runs.  This  fiscal 
year,  says  Boyd,  Harris  should  finally 
exceed  its  record  1970  earnings  by 
15%  or  more;  and  that,  as  he  sees  it, 
is  just  the  beginning. 

This  self-sustaining  momentum  was 
precisely  what  Harris  Corp.  lacked. 
The  company  was  built  up  in  the 
Fifties  and  early  Sixties,  by  Chair- 
man George  S.  Dively,  around  an 
Ohio-based  maker  of  printing  presses. 
Dively  had  a  basically  sound  idea: 
Harris  should  think  of  itself  not  as  a 
manufacturer  of  printing  presses  but 
as  a  communications  company.  He 
acquired  Gates  Radio,  a  maker  of  ra- 
dio transmitters,  and  PRD  Electron- 
ics, a  maker  of  microwave  instru- 
ments; all  the  while  his  own  engi- 
neers were  refining  Harris'  printing 
machines  and  developing  new  ones. 

Recalls  Richard  B.  Tullis,  62,  now 
chairman  and  chief  executive  and  a 
20-year  Harris  veteran:  "We  saw 
broadcasting  as  impinging  on  our 
printed  media  market;  Gates  was  a 
natural  fit.  Many  of  our  newspaper 
customers  had  broadcasting  arms  we 
could  sell  to.  The  products  were  simi- 
lar too.  A  press  and  a  transmitter 
were  a  similar  dollar  package  and 
about  the  same  size;  they  took  the 
same  selling  and  servicing  structure." 

There  was  only  one  problem.  In 
acquisitions  such  as  Gates,  Harris  had 
acquired  products  but  not  the  ad- 
vanced expertise  needed  to  keep  them 
from  falling  into  obsolescence.  Re- 
calls Tullis:  "Gates  had  no  graduate; 
engineers  when  we  acquired  it;  its 
scientists  were  people  who  started  out 
in  the  pioneering  days  of  radio,  sitting 
in  their  kitchens  winding  wires  around 
their  Quaker  Oats  boxes."  That  kind 
of  engineer  was  good  enough  for  the 
Forties  and  Fifties.  It  wasn't  good 
enough  for  the  faster  pace  of  the  late 
Sixties  and  Seventies. 

To  remedy  the  situation,  in  1967 
Dively  made  yet  another  acquisition: 


Radiation,  Inc.,  a  maker  of  aerospace 
communications  equipment  for  use  in 
missiles  and  satellites.  Radiation  was 
only  one-fifth  Harris'  size  but  it  had 
what  Harris  lacked:  advanced  tech- 
nology. Harris,  for  its  part,  had  what 
Radiation  lacked:  money  and  promis- 
ing markets.  Radiation's  market- 
aerospace  and  defense— looked  lim- 
ited. The  merger  also  brought  in  Joe 
Boyd,  a  former  engineering  profes- 
sor who  had  been  Radiation's  presi- 
dent since  1963. 

Making  mergers  of  this  sort  is  easy 
enough;  it  happens  all  the  time.  The 
trick  is  to  create  some  momentum, 
some  cross-fertilization  out  of  it  and 
to  get  the  people  to  work  together. 
"We  wanted,"  says  Tullis,  "a  tangible 
project  that  people  from  the  two  com- 
panies could  work  on  together."  The 


Harris  customers  range  from  The  Nev 

Times,  which  has  just  ordered  a  $3.5-n 

electronic  editing  system  (below), 

Pentagon,  which  communicates  \a 

satellites  via  Harris  earth  stations  ( 
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result  was  Harris'  electronic  editing 
systems  that  eliminate  the  constant 
retyping  and  paper  shufiBing  of  an 
old-style  newsroom.  Today  the  old 
Harris  organization  and  Radiation  are 
well  melded,  with  executives  and  en- 
gineers moving  freely  from  one  part 
of  the  company  to  another.  For  ex- 
ample, the  present  head  of  the  Broad- 
cast Products  division  (formerly 
Gates),  Gene  T.  Whicker,  came  up 
as  a  project  engineer  for  Radiation. 

"Don't  think  of  us  as  a  fragmented 
conglomerate,"  says  TuUis.  "We're  a 
unified,  coordinated  operation." 

As  is  frequently  the  case  when  big 
changes  are  taking  place,  the  results 
were  slow  in  reaching  the  bottom 
line.  After  an  excellent  year  in  1970, 
Harris'  earnings  plunged.  Only  now, 
in  the  fiscal  year  that  ends  in  June, 
will  they  reattain  a  respectable  level: 
about  $4.25  a  share,   14%  on  equity. 


What  went  wrong  was  that  Harris' 
old  technology  became  out  of  date 
even  faster  than  management  had  in- 
tended. Harris  planned  to  phase  out 
its  traditional  sheet-fed  oflFset  printing 
presses  in  favor  of  faster,  technically 
more  advanced  web-fed  presses,  but 
the  market  changed  faster  than  Har- 
ris could  adjust  to  it.  "In  one  sense, 
we  created  our  own  problem,"  TuUis 
admits.  Their  own  new  products  were 
destroying  the  market  for  their  old 
ones.  "Sheet-fed  presses  were  close  to 
half  our  profits  at  the  time,"  he  says. 
"I  foolishly  thought  we  could  get  out 
of  it  slowly"— as  accumulated  depre- 
ciation was   cancelling  out   the   loss. 

But  the  end  came  too  fast,  as 
strikes,  foreign  competition  and  labor 
problems  in  an  Italian  plant  hit  all 
together.  From  $8  million  in  1970,  the 
profit  on  Harris'  sheet-fed  business 
steadily  declined  to  an  operating  loss 
of  $4  million  in  fiscal  1974  (ended  in 
June):  What  Harris  was  gaining  in 
its  newer  products  it  was  losing  in  its 
older  ones.  Tullis  finally  took  the 
plunge  last  fiscal  year,  for  a  write- 
off of  $17  million. 

New  Outlets 

Though  the  sheet-fed  press  busi- 
ness took  a  lot  of  time  and  attention, 
it  took  no  capital  after  1971;  the 
write-off  was  simply  a  quick  end  to 
what  had  started  years  earlier.  Harris' 
cash  flow  continued  to  go  into  meld- 
ing Harris'  new  electronic  skills  with 
its  old  marketing  knowhow,  to  win- 
ning it  first  place  in  radio  and  tele- 
vision transmitters  and  a  promising 
position  in  computer  terminals  and 
computers  for  specialized  uses  like 
geophysical  analyses  for  oil  companies. 
•  Harris  has  refined,  adapted  and 
found  commercial  markets  for  its  ac- 
quired technology,  Tullis  says  con- 
fidently, establishing  a  base  that  he 
considers  capable  of  producing  $2 
billion  in  annual  sales  within  the  next 
ten  years— a  breathtaking  four  times 
the  current  level.  "We've  enough 
beachheads  now  to  grow  without  es- 
tablishing new  ones,"  Tullis  says.  "Any 
future  acquisitions  will  be  filling  in 
chinks."  Example:  Harris  is  acquiring 
Singer's  leased  data  terminal  business 
to  add  to  its  own  $20-million  base 
of  terminals  on  lease. 

Meanwhile,  Harris  is  developing 
still  other  new  products  like  holo- 
graphy data  storage  and  looking  for 
new  applications  of  laser  technology 
—products  that  may  make  some  of  its 
existing  products  as  obsolete  as 
sheet-fed  presses  are  now.  But  this 
time  Harris  will  be  prepared.  Once 
started  from  a  critical  mass,  nuclear 
chain  reactions  keep  going.  This  par- 
ticular one  took  a  long  time,  but  now 
it  all  seems  very  worthwhile.  ■ 
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Picking  Its  Way 


How  big  should  a  company  be?  In  the  telephone  business, 
not  necessarily  so  big.  Take  Central  Telephone,  for  instance. 


In  an  industry  dominated  by  a  sin- 
gle giant,  one  expects  a  pipsqueak 
competitor  to  show  pipsqueak  re- 
sults. But  Chicago-headquartered 
Central  Telephone  &  Utilities  Corp. 
ranks  near  the  top  of  Forbes'  list  of 
utilities  of  any  kind  {Jan.  1),  with  a 
compound  five-year  average  annual 
earnings  growth  of  8.1%  and  an  aver- 
age 16.1%  return  on  equity.  How  does 
Central  Telephone,  with  only  $418- 
million  revenues  last  year,  manage  to 
make  up  for  its  diminutive  size? 

CTU  does  it,  of  course,  by  making 
its  lack  of  size  a  virtue,  and  choosing 
with  care  the  areas  it  will  serve:  fast- 
growing,  prosperous  Las  Vegas,  for 
example;  Florida's  Fort  Walton  Beach 
and  Tallahassee,  the  state  capital; 
and  the  commercial  area  around 
Chicago's  O'Hare  Airport. 

Those  areas  are  the  legacy  of  Chair- 
man Judson  Large,  who  put  the  com- 
pany together  in  the  Fifties  and  early 
Sixties.  And  they  are  being  added  to 
under  President  Robert  P.  Reuss,  58, 
a  former  AT&T  assistant  controller 
and  executive  vice  president  for  op- 
erations at  Illinois  Bell.  Reuss  was 
hired  in  1972  by  Chairman  Clarence 
H.  Ross,  76,  formerly  the  company 
counsel,  who  took  over  for  an  unex- 
pectedly long  interim  when  Judson 
Large  suffered  a  crippling  stroke  in 
1967.  Late  last  year  CTU  acquired 
litrie  (80,000-telephone)  Mid-Texas 
Communications  Systems,  whose  1975 
revenues  were  only  $20  million.  But 
its  service  areas  include  one  just  out- 
side Houston's  international  airport, 
another  just  north  of  the  new  Dallas- 
Fort  Worth  Aiiport  and  a  third  cover- 
ing the  Killeen-Fort  Hood  area,  with 
the  world's  largest  army  base. 

Mid-Texas  is  also  a  good  case 
study  of  what  CTU  can  do  for  a 
small  company  it  takes  into  its  sys- 
tem. Mid-Texas'  earnings  last  year  of 
$1.6  million,  while  representing  a 
passable  8.2%  return  on  equity,  were 
only  a  third  of  its  interest  costs.  As  a 
result,  says  Reuss,  some  of  that  debt 
was  costing  "a  certain  number  of 
points  above  prime— two,  three  or 
even  four."  Now  Mid-Texas  benefits 
from  CTU's  AA  bond  rating  and  a 
stock  selling  some  45%  over  book. 

CTU's  financial  muscle  will  even- 
tually enable  it  to  convert  much  of 
Mid-Texas'  operations  to  electronic 
switching  systems  ( ESS ) .  The  advan- 
tage is  a  potential  20%  saving  in  cost, 
mainly  from  lower  labor  costs  for 
maintenance.  Only  about  4%  of  CTU's 
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service  now  uses  ESS,  vs.  16%  for  the 
Bell  System.  But  CTU  is  aiming  for  a 
76%  conversion  by  1985,  as  against 
50%  for  the  Bell  System. 

In  addition,  ESS  can  offer  man/ 
sophisticated  services  direct  from  the 
bowels  of  the  phone  companies' 
switching  centers,  eliminating  the 
need  for  much  of  the  expensive  ter- 
minal equipment  that  can  be  sold  by 
outsiders.  Thus  ESS  will  enable  the 
phone  companies  to  regain  in  service 
charges  the  leasing  fees  for  many  tele- 
phone sets,  switchboards,  answering 
devices  and  the  like  that  they  have 
begun  to  lose  since  the  landmark 
Carterphone  decision  allowed  out- 
siders to  connect  their  own  gear  to 
the  telephone  networks. 

Working  At  It 

Of  course,  being  in  a  growing  ser- 
vice area  is  only  the  beginning:  A 
company  must  still  mind  its  market- 
ing. As  Reuss  puts  it,  "Our  turf  is 
limited,  so  we  do  everything  we  can 
to  exploit  the  market  we've  got."  Ex- 
ploiting that  market  can  be  as  simple 
as  asking  every  residential  customer, 
"Wouldn't  you  like  a  pretty  pastel 
touch-tone  extension  in  the  kitchen 
too?"  or  as  complicated  as  working 
with  a  client  like  Zenith  Corp.,  which 
had  just  moved  from  downtown 
Chicago  into  CTU's  O'Hare  territory, 
to  custom-engineer  a  switchboard  for 
its  particular  needs. 

One  result  of  CTU's  marketing  ef- 
forts is  that  it  has  been  selling  enough 
new  phones  to  increase  its  total  in 
service  by  7%  a  year  in  the  past  five 
years;  the  rest  of  the  industry  grew  by 


5%.  Being  in  growth  areas  obviously 
helped  that  statistic.  But  marketing 
was  the  key  factor  that  enabled  CTU 
to  increase  its  ratio  of  extension 
phones  to  main  residential  phones 
from  one  to  three  in  1969  to  one  to 
two  today.  CTU's  average  revenue 
per  phone  was  over  $221  last  year, 
vs.  barely  $203  for  all  independents. 

CTU  regards  itself  primarily  as  a 
telephone  company,  although  its 
slow-growing  midwestem  electric  and 
gas  properties  provided  $114  million 
of  its  $418-million  total  revenues  last 
year.  In  fact,  Reuss  has  just  made 
a  deal  to  sell  off  the  company's  major 
gas  properties  for  their  book  value  of 
about  $30  million— thereby  avoiding 
an  otherwise  necessary  sale  of  equity. 
This  will  serve  to  strengthen  further 
CTU's  financial  position,  already  (at 
34%  common  equity)  the  strongest 
among  the  larger  independent  phone 
companies. 

It's  a  safe  bet  that  Reuss  would 
like  to  do  the  same  with  his  Kansas 
and  Colorado  electric  utilities.  But 
that's  unlikely,  because  they  are  much 
bigger  (some  $130  million  in  book 
\alue)  and  therefore  harder  to  sell 
for  cash.  And  acceptance  of  securi- 
ties from  an  acquiring  electric  com- 
pany would  bring  all  of  CTU  under 
the  jurisdiction  of  the  Federal  Pow- 
er Commission,  which  now  regulates 
only   its   electric    and    gas    properties. 

Reuss,  neatly  dressed  in  the  pin- 
striped suit  that  could  be  the  utility 
executive's  uniform,  makes  CTU's  re- 
cent progress  sound  easy,  even  the 
tortuous  dealings  with  regulatory 
bodies:  "If  you  go  in  [to  the  regula- 
tors] with  your  hands  clean— no  un- 
necessary costs— you  get  a  better  re- 
sponse to  your  rate  requests."  Per- 
haps so.  But  keeping  the  costs  down, 
and  getting  the  full  benefit  from  the 
rate  increases,  is  a  function  of  some- 
thing else.  It's  called  mariagement.  ■ 


CTU's  growing  tnarkets  die  well  cJispeised,  but  l)ig  enough  lo  be  I'lonoinu.il. 
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How  a  Key  Agent  of  The  Home 
put  out  a  fire  after  the  fire  was  out. 


In  Staunton,  Virginia,  a  local  bank  manager 
opened  the  doors  one  morning  and  detected 
smoke  coming  from  the  night  depository. 
He  called  the  fire  department  and  the  fire 
was  extinguished. 

It  was  then  that  Home  Key  Agent  Dick 
Eastman  of  the  Staunton  Insurance  Agency 
became  involved— even  though  his  client, 
the  Bank,  was  not  responsible  for  the  loss. 
Large  deposits  had  been  made  by  a  super- 
market and  other  important  depositors.  For 
two  weeks  Eastman  and  his  staff  put  together 
charred  currency  and  checks  and  had  many 
other  burned  checks  reissued.  In  the 
process,  he  succeeded  in  cutting  the  loss 
substantially  for  his  clients  clients. 


Extra  service.  Just  one  more  reason  why, 
when  it  comes  to  insurance— your  Home  Key 
Agent  is  the  Key  man  to  see.  He  gives  you 
thaf'Something  Extra" 

For  the  names  of  Key  Agents  nearest  you, 
write  to  Customer  Service,  The  Home 
Insurance  Company,  59  Maiden  Lane, 
New  York,  N.Y.  10038  or  look  for  them  in 
the  Yellow  Pages. 


The  Home 

Insurance ,  „, 
Company      Ifl 

ACity  Investing  Company  I       ^ 


Home  Key  Agents  give  you  that  ''Something  Extra'/ 
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How  a  town  lake  reflects 


In  a  Texas  woodland  a  new  town  is  being  created 
that's  a  model  of  environmental  excellence.  A 
Crane  ozonator  is  playing  a  vital  part  in  its  pollu- 
tion control  system. 


In  a  heavily  wooded  area  25  miles  north  of 
Houston  there's  a  new  community  that,  when  com- 
pleted, will  provide  work,  recreation  and  living  fa- 
cilities for  150,000  people.  Known  as  The  Wood- 
lands, this  development  already  has  been  hailed 
as  "a  masterpiece  of  ecological  responsibility." 

The  developers  spent  four  years  studying  the 
ecology  of  the  area.  Equal  care  and  planning  were 
given  to  pollution  problems.  As  part  of  its  waste- 
water treatment  plant,  the  engineers  chose  a 
Crane  ozonator  to  disinfect  the  treated  waste- 
water which  is  recycled  into  Lake  Harrison,  a  rec- 
reational lake  in  the  development. 

In  the  ozonation  process,  compressed,  dried 


air  is  passed  through  an  electric  field  in  the  ozc 
nator,  converting  part  of  its  molecules  into  ozon 
(O3),  which  is  diffused  through  the  effluent  to  b 
treated.  A  powerful  oxidizer,  the  ozone  destroy 
bacteria  while  removing  odor,  color  and  cloudf 


This  Crane  ozorici 


jduces  100  lbs.  of  ozone  every  d.n 
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"— s. 


>^r 


Inside  the  ozonator  the  corona  discharge  of  electricity  causes  purple  glow. 


he  beauty  of  ozonation. 


ness.  It  also  leaves  a  high  oxygen  content  in  the 
ecycled  water,  benefiting  the  flora  and  fauna  of 
he  lake. 

The  lake  water  also  will  be  used  for  irrigation, 
ind  overflow  will  be  discharged  into  the  Houston 


watershed,  a  source  of  donnestic  water  for  the  city 
of  Houston.  Thus,  the  recycled  wastewater  must 
meet  the  highest  norms  of  lake  aesthetics  and 
rigid  watershed  protection  standards. 

Not  only  is  the  Woodlands  an  attractive  new 
community,  it  may  well  be  one  ofthe  finest  exam- 
ples of  our  ability  to  protect  the  environmentwhile 
making  it  our  home.  The  products  and  technolo- 
gies used  here  are  the  result  of  Crane's  planned 
growth  in  essential  areas  likefluid&  pollution  con- 
trol, energy  and  steelmaking.  For  information, 
contact  Crane  Co.,  Dept.  AD,  300  Park  Avenue, 
NewYork,N.Y.  10022. 


CRANE 


® 


Voodlands  homes  take  advantage  of  the  natural  environment. 


Fluid  &  Pollution  Control  /  Building  Products 
Steel  /Aerospace  &  Aircraft  Products 
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Is  there  enough  fertile  land 
to  feed  your  children? 
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Yes.  The  problem  is  that  only  a  third  of  the  world  potential  is  now  under 
cultivation,  and,  on  much  of  that,  output  is  hampered  by  antiquated  methods. 

FMC  works  hard  at  these  problems.  All  over  the  world,  our  technology  is 
turning  neglected  lands  into  productive  regions.  Our  pesticides  are  saving  crops, 
our  mechanized  equipment  intensifying  food  production. 

Food  preparation  and  canning  systems  engineered  by  FMC  are  operating 
in  some  50  countries,  helping  not  only  to  feed  the  people  of  those  countries, 
but,  in  many  instances,  enabling  them  to  market  their  surpluses  in  other  parts 
of  the  world. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  food  and  agricultural 
machinery,  environmental  equipment,  construction  and  mining  equipment, 
industrial  and  agricultural  chemicals.  FMC  Corporation,  200  East  Randolph 
Drive,  Chicago  60601. 
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Nuclear  Reaction 

Can  you  practice  idealism  In  a  world  where  your  rivals 
do  not?  By  trying  to  do  so,  the  U.S.  is  fast  losing  its 
valuable  lead  in  nuclear  exports. 


On  Mar.  2,  1976  the  Sierra  Club,  the 
Natural  Resources  Defense  Council 
and  the  Union  of  Concerned  Scien- 
tists intervened  with  the  Nuclear  Reg- 
ulatory Commission  to  block  the  ship- 
ment of  enriched  uranium  to  India. 

These  self-appointed  guardians  of 
human  welfare  were  quite  pleased 
with  themselves.  It  didn't  bother 
them— perhaps  never  occurred  to 
them— that  they  had  driven  yet  an- 
other nail  into  the  coffin  of  U.S.  nu- 
clear exports,  and  probably  helped 
the  spread  of  nuclear  weapons  also. 

Before  1973,  90%  of  all  nuclear  ex- 
port orders  went  to  the  U.S.  Since 
then  the  figure  has  dropped  all  the 
way  down  to  about  40%,  with  West 
Germany  and  France  gaining  what 
the  Americans  are  losing. 

The  full  pain  hasn't  yet  been  felt. 
Since  the  orders  have  a  long  lead 
time,  U.S.  exports  of  reactors  and  re- 
lated equipment  are  still  rising:  $198 
million  in  1974;  $650  million  in  1975; 
a  probable  $835  million  this  year. 
Add  to  this  export  revenues  from  en- 
richment and  other  fuel-cycle-related 
services,  and  total  U.S.  nuclear  ex- 
ports will  reach  $1.1  biUion  in  1976. 

Given  the  level  of  U.S.  technology 
and  the  increasing  commitment  of 
many  foreign  nations  to  nuclear  pow- 
er,   this   figure    could    grow    extreme- 


ly  fast.   Instead   it  is   slowing   down. 

The  slide  in  new  orders  is  not  due 
to  any  failures  on  the  part  of  U.S. 
industry.  It  traces  instead  to  domes- 
tic politics  and  the  U.S.  commitment 
against  profiferation  of  nuclear  weap- 
ons—a policy  becoming  increasingly 
untenable  in  a  world  where  the 
technology  is  spreading  so  fast.  The 
U.S.  recently  dissuaded  South  Korea 
from  buying  nuclear  fuel  reprocessing 
technology  from  France.  But  there 
are  not  many  countries  left  over  which 
the  U.S.  has  such  leverage. 

Traditionally,  the  U.S.  has  supplied 
enriched  uranium  for  overseas  reac- 
tors, but  has  refused  to  sell  enrich- 
ment technology  itself.  This  has  been 
for  nonproliferation  reasons.  But  now 
both  France  and  Germany  have  the 
capacity  to  sell  reactors  and  technol- 
ogy. And  the  U.S.,  for  the  moment, 
has   no  more   enriching  capacity. 

Cause  For  Restraint 

To  produce  fuel  for  a  reactor, 
uranium  ore  is  first  converted  to  uran- 
ium hexafluoride  (UFg),  then  "en- 
riched" by  a  gaseous  diffusion  process 
to  increase  the  proportion  of  urani- 
um-235  atoms  in  the  mix.  Unfortu- 
nately, increasing  the  proportion  of 
U-235  ultimately  produces  what  is 
needed  for  a  nuclear  bomb. 

In  addition,  by  reprocessing  recov- 

"ered  fuel  after  it  has  been  used  in  a 

reactor,    you    can    produce    not    only 

more  uranium  for  more  fuel  but  also 

the  much  more  deadly  plutonium. 

Thus,  the  ability  to  enrich  and  re- 
process helps  make  it  possible  for  a 
country  with  an  atomic  reactor  to 
build  an  atomic  bomb.  Hence,  the 
U.S.'  decision  to  sell  the  enriched 
uranium,  but  not  the  technology. 

Not  so  other  countries.  France  has 
little  indigenous  fossil  fuel  but  plenty 
of  uranium.  West  Germany  is  digging 
increasingly  expensive  coal.  Both  have 
made  massive  commitments  to  nu- 
clear power.  And  they're  eager  for 
export  business. 

In  July,  Germany  sold  Brazil  eight 
reactors  plus  an  enrichment  facility 
in  exchange  for  uranium.  In  Septem- 


U.S.  nuclear  reactors  (left)  are  los- 
ing ground  to  foreign  models  (right). 
Last  month  India  bought  three  units 
from  Canada— under  the  pledge  that 
they  wouldn't  be  put  to  military  use. 


ber,  Germany  won  an  order  froiii 
Spain,  which  had  bought  its  first  sev- 
eral reactors  from  General  Electric 
and  Westinghouse. 

Since  then,  France  has  offered  its 
reprocessing  technology  not  only  to 
South  Korea  but  to  Pakistan,  which 
seems  determined  to  buy. 

France  and  Germany  have  also  sold 
reactors  to  Iran.  Sweden  has  entered 
the  market  with  sales  to  its  neighbors, 
and  Japan  has  bid  for  reactor  busi- 
ness. Canada  has  been  in  the  nuclear 
export  market  for  some  time. 

The  U.S.  never  had  a  total  monop- 
oly. Britain  made  the  first  nuclear 
sale  abroad,  to  Italy  in  1958;  the 
U.S.  made  the  second,  also  to  Italy, 
in  1959.  The  U.S.  decided  to  get  into 
the  business— for  economic  benefit, 
yes,  but  also  to  have  some  say  in 
how  nuclear  matters  developed 
around  the  world. 

The  U.S.  had  a  big  competitive 
advantage.  Its  reactors  were  the  best 
in  the  world,  and  the  U.S.  Govern- 
ment was  willing  to  supply  enriched 
uranium. 

Westinghouse  and  GE  reactors  are 
still  safe  and  reliable.  But  new  for- 
eign customers  can  no  longer  count 
on  enriched  uranium.  In  June  1974, 
the  capacity  of  the  Government's 
three  enrichment  plants,  at  Oak  Ridge, 
Term.;  Paducah,  Ky.;  and  Portsmouth, 
Ohio,  was  fully  booked. 

Since  then  GE  and  Westinghouse 
have  made  firm  sales  only  to  coun- 
tries that  had  already  contracted  for 
fuel-enrichment  services.  Other  na- 
tions began  looking  elsewhere. 

Brazil  had  bought  one  reactor 
from  Westinghouse  in  1971,  contract- 
ing for  U.S.  Government  enrichment 
service  for  it.  According  to  Jarvis  Cot- 
ton, Westinghouse's  international  mar- 
keting vice  president,  the  Brazilians 
were  interested  in  eight  more  plants 
until  they  found  they  could  not  count 
on  U.S.  enriched  uranium,  and  that 
the  U.S.  would  not  sell  them  enrich- 
ment capacity. 

'At  that  point,"  says  Cotton,  "the 
Germans  stepped  in  very  quickly." 
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lull        This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation 
of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


April  1,  1976 


850,000  Shares 

Hospital  Corporation 
of  America 


Common  Stock 

(Par  Value  $1.00  Per  Share) 


Price  ^23.625  Per  Share 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  in  which  this 
announcement  is  circulated  from  only  such  of  the  undersigned  or  other 
dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Bache  Halsey  Stuart  Inc. 


The  First  Boston  Corporation 
Dillon,  Read  QL  Co.  Inc. 
Goldman,  Sachs  S^  Co. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Burnham  8^  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes   E.  F.  Hutton  bL  Company  Inc. 

Incorporated 

Kuhn,  Loeb  &  Co.  Lehman  Brothers  Loeb,  Rhoades  QL  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Salomon  Brothers  Smith  Barney,  Harris  Upham  8i  Co. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  J.  C.  Bradford  &  Co. 

Incorporated  Incorporated  Incorporated 

Bear,  Stearns  &  Co.  L.  F.  Rothschild  &:  Co. 


Shearson  Hayden  Stone  Inc. 
Alex.  Brown  8i  Sons 


Warburg  Paribas  Becker  Inc. 


Shields  Model  Roland  Securities 

Incorporated 

Thomson  QL  McKinnon  Auchincloss  Kohlmeyer  Inc.       Weeden  S^  Co. 

Incorporated 

ABD  Securities  Corporation  A.  E.  Ames  8i  Co. 

Incorporated 

Robert  W.  Baird  &  Co.  Baker,  Weeks  &  Co.,  Inc. 

Incorporated 

Bateman  Eichler,  Hill  Richards  William  Blair  &  Company 

Incorporated 

Dain,  Kalman  &  Quail      Dominion  Securities  Harris  &  Partners  Inc. 

Incorporated 

F.  Eberstadt  &  Co.,  Inc.  A.  G.  Edwards  QC  Sons,  Inc. 

Eppler,  Guerin  &  Turner,  Inc.  Ladenburg,  Thalmann  8C  Co.  Inc. 

McDonald  &  Company  Moseley,  Hallgarten  Qi  Estabrook  Inc. 

New  Court  Securities  Corporation  Piper,  JafFray  &  Hopwood 

Incorporated 

Prescott,  Ball  6C  Turben  The  Robinson-Humphrey  Company,  Inc. 

Spencer  Trask  &  Co. 

Incorporated 

Wheat,  First  Securities,  Inc. 


Tucker,  Anthony  &  R.  L.  Day,  Inc. 
Wood  Gundy 

Incorporated 


Banque  Nationale  de  Paris  Kuwait  Investment  Co.  (S.A.K.) 

Westdeutsche  Landesbank  Girozentrale 


The  U.S.  expressed  its  disapproval 
of  the  German-Brazilian  deal  because 
of  its  weapons-proliferation  implica- 
tions. But  as  Dixy  Lee  Ray,  former 
State  Department  official  and  Atomic 
Energy  Commission  chairman,  points  _ 
out,  "These  are  sovereign  states.  The 
U.S.  isn't  in  the  position  to  dictate 
to  them." 

There  are  other  reasons  utilities 
abroad  are  looking  elsewhere  for  their 
nuclear  equipment.  One  is  the  year- 
old  government  reorganization  that 
put  export  licensing  in  the  hands  of 
an  independent  agency,  the  Nu- 
clear Regulatory  Commission.  "Peo- 
ple abroad  are  sophisticated,"  says 
one  high  government  official.  "They 
understand  that  that  could  mean  con- 
stant reexamination  of  their  situation." 

Prospective  foreign  buyers  are 
aware,  too,  of  the  noisy  influence  of 
U.S.  antinuclear  fanatics,  who— all 
evidence  to  the  contrary— seem  to  re- 
gard nuclear  power  as  some  kind 
of  bad  magic.  When  the  Sierra  Club 
and  its  playmates  sought  to  block 
the  shipment  of  enriched  uranium  to 
India,  they  were  serving  notice  on  oth- 
er foreign  countries  that  their  own 
future  supply  could  be  afl^ected  by 
the  comic-opera  antics  of  U.S.  en- 
\ironmental  extremists. 

Keeping  Its  Word 

It  is  true,  of  course,  that  India  did 
explode  a  nuclear  de\'ice,  but  the 
Sierra-ites  preferred  to  forget  that 
the  material  came  from  an  experi- 
mental reactor  supplied  by  Canada 
two  decades  ago.  India  has  fulfilled 
to  .the  letter  ,e\ery  part  of  her  nu- 
clear agreements  with  the  U.S.  The 
reactors  for  which  the  present  U.S. 
enriched  uranium  is  intended  com- 
ply in  all  respects  with  international 
safeguards.  The  Mar.  2  antinuke  ac- 
tion isn't  likely  to  succeed.  But  it  will 
he  remembered. 

Then  there's  the  fact  that  any  good- 
sized  deal  with  the  U.S.  Export-Im- 
port Bank  over  $60  million  must  go 
to  Congress  25  days  before  it  is  con- 
summated; this  could  give  the  anti- 
nuclear  fanatics  a  real  field  day.  "A 
few  countries  have  gone  through  this," 
says  Adrian  Fioretti,  manager  of  in- 
teniational  research  for  General  Elec- 
tric, "but  most  are  uncomfortable  with 
the  requirement."  Adds  a  banker; 
"Suppose  the  U.S.  Congress  turns 
them  down?  They  might  have  consid 
erable  trouble  borrowing  in  Europe." 

What  it  all  means  is  that  despite 
the  U.S.'  tremendous  leadership  in 
the  nuclear  energy  field,  we  c^ould 
lose  the  market— losing  in  the  process 
not  only  money  but  also  the  oppor- 
tunity to  influence  where  and  under 
what  conditions  nuclear  energy  is 
produced.   ■ 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


March  17,  1976 


^100,000,000 


BAXTER  LABORATORIES.  INC 

4^/4%  Convertible  Subordinated  Debentures,  due  January  1,  2001 


Price  100% 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


White,  Weld  &  Co. 

Incorporated 


The  First  Boston  Corporation 
Bache  Halsey  Stuart  Inc. 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hornblower  8C  Weeks-Hemphill,  Noyes 

Incorporated 


Goldman,  Sachs  Qc  Co. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Salomon  Brothers 
Dillon,  Read  dC  Co.  Inc. 


Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Hutton  8C  Company  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Reynolds  Securities  Inc. 


Kuhn,  Loeb  8C  Co.         Lazard  Freres  &  Co. 
Mitchell,  Hutchins  Inc. 
Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Lehman  Brothers 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Dean  Witter  &  Co. 

Incorpc  -ated 


Blunt  Ellis  8C  Simmons 

Incorporated 


Kleinwort,  Benson 

Incorporated 


Shearson  Hayden  Stone  Inc. 
Warburg  Paribas  Becker  Inc.  Basle  Securities  Corporation         William  Blair  &  Company 

Alex.  Brown  dC  Sons  F.  Eberstadt  &  Co.,  Inc.  Robertson,  Colman,  Siebel  &  Weisel 

SoGen-Swiss  International  Corporation 
Thomson  8c  McKinnon  Auchincloss  Kohlmeyer  Inc.  UBS-DB  Corporation 

Wood,  Struthers  &  Winthrop  Inc. 


Shields  Model  Roland  Securities 

Incorporated 


Weeden  8C  Co. 

Incorporated 


Faces  Behind  the  Figures 


A  Farewvell  Warning 

Mike  Mansfield  came  to  Congress 
back  in  1943.  Soon  after  the  young 
Montana  history  professor  settled  in. 
President  Frankhn  Roosevelt  packed 
him  off  on  a  fact-finding  trip  to  Chi- 
na. He  went  alone.  A  similar  effort  to- 
day would  surely  require  a  host  of 
junketing  legislators  and  hordes  of  ea- 
ger aides.  And  that,  Democrat  Mans- 
field says,  is  part  of  the  trouble  with 
government  today. 

At  73,  Mansfield  is  retiring.  During 
his  33-year  career,  which  includes  15 
years  as  Senate  majority  leader,  the 
ranks  of  congressional  staff  members 
have  more  than  tripled.  They  now  num- 
ber 20,000.  And  with  today's  fringe 
benefits,  like  free  oflBce  greenery, 
parking  space  and  medical  care,  this 
means  it  costs  the  Federal  Govern- 
ment about  $1  billion  annually  just 
to  maintain  its  535  legislators. 

Drawing  slowly  on  his  pipe,  the 
close-mouthed  Mansfield  admits  he 
feels  less  comfortable  with  the  Con- 
gress of  the  1970s  than  that  of  the 
1940s.  "A  lot  of  times  it  [the  staflF 
bureaucracy]  does  create  impedi- 
ments, but  the  march  of  events  has 
forced  the  increase.  There's  a  tremen- 


dous pressure  on  the  Senate.  People 
keep  sending  their  problems  to  Wash- 
ington, so  the  issues  get  incredibly 
complex.  They  blame  the  Government 
more,  yet  at  the  same  time  they  ask 
more  from  it." 

When  voters  ask  for  more,  of 
course,  the  politicians  want  to  respond  <^ 
with  more.  For  example,  as  commit- 
tee heads,  presidential  aspirants  Hu- 
bert Humphrey  and  Henry  Jackson 
each  command  nearly  150  staffers. 
The  new  congre.ssional  budget  opera- 
tion, which  may  or  may  not  help  hold 
down  government  spending,  has  al- 
ready added  $11  million  to  the  tax- 
payers' burden.  Though  Congress  is 
far  and  away  the  Government's  fast- 
est-growing sector,  there's  no  man- 
power shortage  in  the  executive 
branch  either.  As  a  starter,  President 
Ford  keeps  550  assistants  in  his  per- 
sonal office. 

In  total,  there  are  over  2.5  million 
federal  civilian  workers;  their  payroll 
eats  up  $39  billion  a  year.  Mansfield 
is  concerned  about  that.  "We  spend 
much  too  much  setting  up  an  admin- 
istrative corps  for  our  programs,"  he 
warns.  "As  these  people  develop  un- 
ions or  other  groupings,  they'll  be- 
come a  force  to  be  reckoned  with.  In 


Senator  Mansfield 

unity,  there  is  power— and  votes." 

That's  already  obvious  to  a  lot  of 
mayors  and  governors.  But  it's  an  un- 
expected worry  from  Washington's 
ranking  liberal.    ■ 


.  .  .  And  Not  \  Trace 
Of  Indigestion 

At  33  and  with  a  Harvard  Business 
School  degree  on  his  wall,  J.  (for 
James)  Kelley  Williams  was  diversi- 
fication manager  for  Independent 
Stave  Co.,  a  barrel  maker  in  Leba- 
non, Mo.,  but  he  yearned  to  get  back 
to  his  native  Mississippi.  He  got  his 
chance  in  1967  when  he  was  offered 
the  job  as  manager  of  corporate  plan- 
ning for  little  Jackson-based  First 
Missis.'^ippi  Corp.  First  Mississippi  was 
a  $19-million-a-year  (sales)  producer 
and  marketer  of  fertilizer  with  close 
ties  to  a  local  farmers'  cooperative. 

But  in  1973,  Wilhams  got  his  big 
chance.  He  worked  a  deal  whereby 
his  $31-million  (assets)  company 
swallowed  Atlantic  Richfield's  huge 
ammonia  and  urea  fertilizer  complex 
in  Fort  Madison,  Iowa.  The  price: 
$75  million. 

How  did  such  a  tiny  Jonah  swal- 
low so  big  a  whale?  Partly  by  ar- 
ranging for  FM  to  assume  $46  mil- 
lion in  payments  on  the  municipal 
revenue  bonds  that  had  been  used  to 
finance  the  facility,  and  partly  by 
borrowing  $31  million  from  Chase 
Manhattan.   When   the  loan  was  set. 


recalls  Williams,  "Two  guys  from 
Chase  flew  out  with  me  to  see  the 
Arco  treasurer  and  convince  him  we 
were  serious." 

The  timing  was  well-nigh  perfect. 
Fertilizer  prices  soared,  FM's  sales 
jumped  404%  in  fiscal  1974  and  54% 
in  1975,  to  $199  million. 


Williams  of  First  Mississippi 


Currently,  of  course,  fertilizer 
prices  are  oft  sharply,  slashing  FM's 
net  by  two-thirds  in  the  six  months 
through  Dec.  31.  But  Williams  fore- 
sees only  two  big  future  problems: 
gas  supply  and  the  danger  of  the  in- 
dustry overbuilding.  On  the  first,  the 
company  has  ample  cheap  gas  under 
contract  through  the  late  1980s.  As 
for  overbuilding,  Williams  feels  in- 
dustry estimates  of  6  million  tons  of 
new  domestic  ammonia  capacity  by 
1980  will  shrink  by  at  least  a  million 
tons;  he  is  even  more  skeptical  of 
plans  for  another  35  million  tons 
abroad,  because  of  the  money  and 
skill  needed  to  build  and  run  an  am- 
monia plant.  "Our  experience  loads 
me  to  believe  that  much  of  the  an- 
nounced capacity  in  the  developing 
world  will  be  behind  schedule  or 
won't  operate  at  all,"  he  says.  "That's 
what  we're  gambling  on. ' 

First  Mississippi  has  already  won 
the  major  part  of  its  gamble:  Last 
year  it  netted  $42  million  compared 
with  $3.2  million  just  two  years  pre- 
viously; and  even  this  year,  with  earn- 
ings down  sharply,  the  company 
should  have  no  difficulty  earning  at 
least  $15  million,  a  20%  return  on  its 
stockholders'  etinity.    ■ 
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The  entire  auto 
industry  depends  on 

natural  gas. 


^sa^ 


I  i?  3~ 


Getting  more  gas 
can^  wait  any  longer. 


The  automotive  industry  is  one  of 
the  principal  users  of  natural 
gas.  Gas  is  needed  for  countless 
operations— from  casting  the 
parts  to  drying  the  paint.  Millions 
of  jobs  in  the  auto  industry,  and 
most  other  fiefds,  depend  on  gas. 

Natural  gas  provides  half 
the  energy  for  industry. 

Gas  plays  an  enormous  part  in 
running  our  plants  and  factories 
No  other  energy  even  comes 
close.  For  instance,  natural  gas 


provides  our  country  with  three 
times  the  energy  electricity  does. 

There's  a  huge  resource  of 
natural  gas  in  the  United  States. 

Studies  show  that  America  has 
enough  gas  resources  to  last  well 
into  the  twenty-first  century,  if 
they  can  be  developed.  They're 
under  the  frozen  ice  and  snow 
of  Alaska's  north  slope  and 
the  Arctic.  They're  deep  beneath 
the  ocean  floor.  And  they're  locked 
in  the  tight  rock  formations  of 


the  vast  Rocky  Mountains,  too 
Difficult  to  get,  it's  true,  but 
there  to  be  gotten. 

America  must  act  or 
face  more  unemployment. 

The  gas  industry  is  ready  to  invest 
billions  of  dollars  and  take  the 
steps  necessary  to  get  more  gas. 
But  much  of  this  work  waits  on 
the  tough  energy  decisions  that 
America  must  make.  And  soon. 


Use  gas  wisely.  MA: 


American  Ca* 


# 


Faces  Behind  the  Figures 


A  IMei/v  Tempo 

When  Norwalk,  Conn.'s  connector- 
making  Burndy  Corp.  was  in  trouble 
five  years  ago,  the  •$90-iTiillion  (sales) 
company  did  the  sensible  thing.  It 
got  a  new  president  who  had  been 
trained  by  its  bigger  and  more  suc- 
cessful rival,   AMP.   He  was   Richard 


Farley  of  Burndy 

C.  Farley,  an  energetic  50-year-old 
who  had  made  a  name  for  himself 
running  AMP's  fast-growing  Europe- 
an division.  Burndy's  earnings  had 
dropped  by  39%  in  the  five  years  be- 
tween 1966  and  1971.  If  Farley  could 
get  them  up  again,  he  was  promised 
the  presidency. 

Farley  got  it.  But  he  got  it  the 
hard  way.  First  he  had  to  shake 
Burndy  to  its  core.  He  was  shocked 
at  the  difference  in  attitude  between 
AMP— "I  loved  that  company"— and 
Burndy.  "There  was  a  tempo  at 
AMP,"  he  says.  "They  wanted  to  win." 

The  old  attitude  at  Burndy  was 
quite  different.  "Three  of  the  top  ex- 
ecutives were  in  a  car  pool  together," 
Farley  recalls,  "and  they  came  in  e\- 
ery  morning  at  8:05  and  left  every 
afternoon  at  4:35— no  matter  what.  I 
was  a  traumatic  experience  for  these 
people."  Farley  fired  old  company 
hands  and  engineers  right  and  left. 
Within  three  years  about  70%  of  the 
top  three  levels  of  management  was 
gone  or  in  different  jobs,  replaced  by 
people  who  could  be  motivated  by 
money.    It   wasn't   easy,   says    Farley: 


"Without  the  support  of  the  board, 
forget  it." 

Raised  in  Harrisburg,  Pa.  by  a  wid- 
owed mother,  Farley  grew  up  with 
very  little  money  himself  and  beliexes 
strongly  in  the  discipline  money  im- 
poses—not only  on  individuals,  but  on 
the  businesses  they  run.  He  lopped 
off  product  lines,  sold  di\  isions  and 
concentrated  on  producing  products 
customers  would  pay  for.  "This  is  a 
business,"  he  told  Burndy  engineers, 
"not  a  college."  Burndy  proceeded  to 
in\ade  nearly  all  of  AMP's  markets, 
from  pocket  calculators  to  offshore 
drilling  rigs;  and  Farley  does  not  for 
a  moment  deny  that  such  imitation 
is  a  sincere  form  of  flattery. 

Farley  delivered  all  that  Burnd\'s 
board  had  hoped  for  and  more.  From 
a  poor  $3.6  million  in  1970,  profits 
rose  steadily  to  a  record  $8.8  million 
last  year,  representing  a  16%  retum  on 
equity  i;.s-.  9%  in  1970.  In  1975,  in  fact, 
Burndy  managed  to  post  a  12%  in- 
crease in  profits  despite  a  10%  sales 
drop  to  $127  million.  Farley  takes 
particular  satisfaction  in  nothing  that 
Burndy's  gain  occurred  in  a  year 
when  AMP's  earnings  actually  fell, 
by  40%.   ■ 


American  Dreamer 

"The  American  dream  is  still  alive," 
says  Walter  Schoenfeld,  in  a  rather 
Bicentennial  mood.  "A  man  can  still 
start  a  business  just  like  my  dad  did 
70  years  ago."  For  Schoenfeld,  now 
45  and  a  multimillionaire  to  start 
with,  this  was  a  somewhat  belated 
discovery.  Son  of  a  Seattle  necktie 
manufacturer,  he  long  ago  decided 
the  family  business  was  not  for  him. 
While  his  father,  now  94,  had  put 
his  money  into  local  real  estate,  the 
son  concentrated  on  his  sporting  in- 
terests—the second-largest  holding  in 
the  Seattle  SuperSonics  basketball 
team  as  well  as  interests  in  the  Seattle 
]>aseball  and  .soccer  teams— and  on 
miming  the  family's  private  invest- 
ment company. 

As  a  financier,  he  should  have 
stayed  in  bed.  In  the  mid-Sixties,  he 
sank  more  than  $100,000  into  the 
Reading  Railroad  and  won  a  seat  on 
the  board.  But  before  he  could  im- 
plement his  plan  to  spin  off  the  com- 
pany's nonrail  assets,  the  company 
went  bankrupt.  He  also  made  his 
way  onto  the  board  of  Sunshine  Min- 
ing, an  Idaho  mining  and  manufac- 
turing operation.  Then  other  direc- 
tors were  charged  with  using  the  com- 


pany's money  for  their  own  benefit. 
"That  was  the  turning  point  for  me," 
Schoenfeld  says  ruefully.  "It  just 
didn't  make  sense  spending  all  my 
time  traveling  across  the  country  to 
attend  board  meetings." 

In  1970  he  went  back  to  the  family 
necktie  business,  and  in  1972  decided 
to  branch  it  out  into  men's  and  wom- 
en's sportswear.  "I  had  absolutely  no 
product  to  show,"  he  says.  But  he 
succeeded  in  persuading  Portland, 
Ore.  and  .Minneapolis  venture  capi- 
talists to  put  up  $250,000  each,  got  a 
bank  to  match  their  total  and  put  up 
$500,000  of  his  own. 

Brittania  Sportswear,  as  the  \(ii- 
ture  was  called,  took  nine  months  and 
nearly  all  the  $1.5  million  to  come  up 
with  a  product— "blue  jeans  with  a 
difference"- a  tight-fitting,  buttocks- 
hugging  "French-cut"  jean  with  co- 
ordinate jackets,  sportshirts  and  sweat- 
ers. Manufactured  mainly  in  Hong 
Kong,  they  were  different  enough  to 
price  at  $17  to  $30,  which  is  (|uif(' 
a  premium  over  a  pair  of  Levis. 

Different  enough  to  sell  well,  loo. 
From  $100,000  in  the  last  quarter  of 
1973,  sales  zoomed  to  $50  million  in 
1975  and  a  probable  $100  million  in 
1976.  That  kind  of  growth  has 
Schoenfeld  now  testing  the  water  for 


a  possil)le  public  offering.  After  all, 
hot  items  like  Brittania  have  a  wa\ 
of  cooling  off  as  rapidly  as  they  heat 
up,  so  why  shouldn't  Schoenfeld  share 
the  booms  and  busts  that  lie  ahead 
with  the  general  public?  ■ 


Schoenfeld  of  Brillani<i  Sportswear 
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Interest  is  exempt,  in  the  opinion  of  Bond  Counsel,  from  Federal  Income  Taxes  under  the  existing  statute, 
regulations,  rulings  and  court  decisions  and  from  Nebraska  income  taxes  under  existing  law. 

NEW  ISSUE  RATINGS: 

Moody's:  A-1 
Standard  &  Poor's:  A  + 

$150,000,000 

Nebraska  Public  Power  District 

Power  Supply  System  Revenue  Bonds,  1976  Series  A 

Dated  April  1,  1976  Due  January  1,  as  shown  below 

Principal  and  interest  (January  1  and  July  I,  commencing  January  1,  1977)  are  payable  at  Alorgan  Guaranty  Trust  Company  of  New  York,  in  New  York, 

New  York,  The  First  National  Bank  of  Chicago,  in  Chicago,  Illinois,  or  The  Omaha  National  Bank,  Omaha,  Nebraska.  The  1976A  Bonds  are  issuable 

as  coupon  bonds  in  the  denomination  of  $5,000  and  as  fully  registered  bonds  in  the  denomination  of  $5,000  or  any  multiple  thereof. 

Morgan  Guaranty  Trust  Company  of  New  York  is  Trustee. 

1976A  Bonds  maturing  on  January  1,  2013,  may  be  redeemed  in  part  prior  to  their  maturity,  on  30  days'  notice,  by  operation  of  the  Debt  Service  Fund  to 
satisfy  sinking  fund  installments,  on  any  interest  payment  date  on  and  after  January  1,  2000,  at  the  principal  amount  thereof  plus  accrued  interest  to  the 
redemption  date.  All  1976A  Bonds  may  be  redeemed  on  like  notice,  as  a  whole,  or  in  part  in  inverse  order  of  maturities,  at  any  time  on  or  after  April  1,  1986, 
at  prices  ranging  from  103%  for  the  period  April  1,  1986,  to  and  including  March  31,  1988,  to  100%  after  March  31,  19%,  plus  accrued  interest  to  the  date  of 
redemption  in  each  case,  as  further  described  in  the  Official  Statement. 

The  1976A  Bonds  are  being  issued  for  the  principal  purpose  of  paying  a  portion  of  the  cost  of  completing  Project  I,  consisting  of  a  nominally  rated  650  MW 
coal-fired  electric  generating  station  known  as  Gerald  Gentleman  Station  Unit  No.  1,  and  three  nominally  rated  50  MW  combustion  turbine  peaking  power 
units.  The  District  covenants  to  make  available  for  the  account  of  its  Electric  System  the  entire  output  of  these  generating  facilities  and  to  make  payments 
from  the  Electric  System  for  such  output  in  amounts  sufficient  to  cover  debt  service  requirements  for  Power  Supply  System  Bonds,  as  well  as  expenses  of 
operation,  maintenance,  renewals  and  replacements  of  these  generating  facilities.  Proceeds  of  the  1976A  Bonds  will  also  be  used  to  pay  interest  to  January 
1,  1979,  on  that  portion  of  the  1976A  Bonds  attributable  to  Gerald  Gentleman  Station  Unit  No.  1  and  to  pay  interest  from  April  1,  1978,  to  January  1,  1979, 
on  that  portion  of  the  outstanding  1972  Bonds  attributable  to  Gerald  Gentleman  Station  Unit  No.  1.  The  Debt  Reserve  Account  will  be  increased  by  an 
amount  equal  to  the  maximum  annual  interest  requirement  for  the  1976.^  Bonds. 

AMOUNTS,  MATURITIES,  COUPON  RATES  AND  PRICES  OR  YIELDS 

$48,030,000  Serial  Bonds 


Amonnt 

Yur 

Coap«n 
Ratt 

Pric* 
or  TUId 

Amoant 

Yur 

Coap«n 
Rate 

Pric 
or  Yield 

Amount 

Y««r 

Coupon 
Rate 

Pric* 

or  YIeW 

$1340,000 

1980 

4.70% 

100 

$1,915,000 

1987 

5.80% 

100 

$2,750,000 

1993 

6.80% 

100 

1,405,000 

1981 

4.90 

100 

2,030,000 

1988 

5.90 

100 

2,935,000 

1994 

6.90 

100 

1,475,000 

1982 

5.10 

100 

2,150,000 

1989 

6.10 

100 

3,140,000 

1995 

6.90 

100 

1,550,000 

1983 

5V4 

100 

2,280,000 

1990 

6.30 

100 

3,355,000 

19% 

6.90 

6.95% 

1,630,000 

1984 

5.40 

100 

2,420,000 

1991 

6'/2 

100 

3,590,000 

1997 

7 

100 

1,720,000 

1985 

5'/^ 

100 

2,580,000 

1992 

6.60 

6.65% 

3,840,000 

1998 

7 

100 

1,815,000 

1986 

5.70 

5.65% 

4,110,000 

1999 

7 

100 

$101,970,000    7.40%  Term  Bonds  due  January  1,  2013— Price  100% 

(Aecracd  interest  to  be  added) 

The  1976A  Bonds  are  offered  when,  as  and  if  issued  and  received  by  the   Underwriters,  and  subject  to  the  approval  of  legality  by  Mudge  Rose  Guthrie  y 

Alexander,  New  York,  Bond  Counsel,  and  Gene  D.  Watson,  Esq.,  General  Counsel  to  the  District.  Certain  legal  matters  will  be  passed  upon  for  the 

Underwriters  by  Sullivan  y  Cromwell,  New  York.  It  is  expected  that  the  1976A  Bonds  in  definitive  form  will  be  ready  for  delivery  in 

New  York  on  or  about  April  8,  1976.  The  offering  of  these  Bonds  is  made  only  by  means  of  the  Official  Statement,  copies  of  which 

may  be  obtained  from  such  of  the  undersigned  as  are  registered  dealers  in  securities  in  this  State. 


The  First  Boston  Corporation 

John  Nuveen  &  Co. 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

^  IncorporBted 

Kidder,  Peabody&  Co. 

Incorporated 

BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Lazard  Freres  &  Co. 
Chiles,  Heider  &  Co.,  Inc.  Kirkpatrick,  Pettis,  Smith,  Polian  Inc. 

Bache  Halsey  Stuart  Inc.      Bear,  Steams  &  Co.      A.  G.  Becker  &  Co.      J.  C.  Bradford  &  Co.      Alex.  Brown  &  Sons       Dillon,  Read  Municipals 

Municipal  Secarilies  Int.  OiTision  of  Dillon,  Read  &  Co.  Inc. 

Donaldson,  Luf  kin  &  Jenrette     Drexel  Burnham  &  Co.    First  Mid  America  Inc.    Goldman.  Sachs  &  Co.    Homblower&Weeks-Hemphill.Noyes 

Secaritiei  Corporation  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.      Kuhn,  Loeb  &  Co.     Lehman  Brothers     Loeb,  Rhoades  &  Co.     Matthews  &  Wright,  Inc.      W.  H,  Morton  &  Co. 

Incorporslrd  (Di».  of  American  Express  Co.) 

Paine,  Webber,  Jackson  &  Curtis  R.  W.  Pressprich  &  Co.  Reynolds  Securities  Inc.  L.  F.  Rothschild  &  Co.  Salomon  Brothers 

Incorporated  Incorporated 

Shearson  Hayden  Stone  Inc.  Weeden&Co.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated  incorporated 

March  24,  1976 


Faces  Behind  the  Figures 


Riding  High 

In  his  native  Britain,  Dick  Francis  is 
best  known  for  his  worst  failure:  His 
horse  fell  when  he  was  seconds  away 
from  winning  the  1956  Grand  Nation- 
al Steeplechase  on  the  back  of  the 
Queen  Mother's  stallion,  Devon  Loch. 
But  American,  Japanese  and  Scan- 
dinavian whodunit  addicts  know 
Francis  better  by  his  successes.  For 
the  last  15  years,  he  has  produced  a 
suspense  novel  every  year  with  nary 
a  commercial  failure  and  hardly  ever 
a  bad  review.  His  books  are  regularly 
on  British  and  American  best-seller 
lists  and  produce  rave  notices  both 
from  sporting  journals  and  from  such 
highbrow  critics  as  C.P.  Snow. 

In  1953-54  Francis  was  Britain's 
champion  jockey,  having  won  more 
races  that  year  than  any  other  rider. 
But  by  1956  the  routine  bone  breaks 
from  falls  were  taking  too  long  to 
heal,  and  ten  months  after  the  Grand 
National  fall  he  retired  at  36  to  be- 
come a  sportswriter  for  a  London 
Sunday  newspaper. 

"I  wouldn't  have  become  a  novelist 
if  I  hadn't  been  a  jockey,"  says 
Francis,  trim  and  energetic  at  55.  His 


Author  Francis 

thrillers  are,  not  surprisingly,  set  in 
the  world  of  horse  racing,  with  such 
titles  as  Blood  Sport,  Flying  Finish 
and  High  Stakes.  "Every  story  has  a 
semblance  of  truth."  Francis,  in  fact, 
has  mined  the  same  lode  as  sex  novel- 
ists like  Irving  Wallace  and  Arthur 
Hailey:  His  novels  are  not  really 
sporting  novels,  but  books  about  how 
people  do  their  jobs— not  glamorous 
ones  like  running  corporations  or  mak- 
ing a  sex  survey,  but  more  ordinar\- 
ones  like  managing  a  stable,  training 
horses   or   transporting   them   by    air, 


buying  and  selling  them. 

It  was  no  itch  for  literary  immor- 
tality that  drove  Francis  to  the  type- 
writer. As  a  sportswriter  he  couldn't 
live  in  the  style  jockeying  had  ac- 
customed him  to.  To  make  an  honest 
pound,  he  pounded  out  an  autobiog- 
raphy {Sport  of  Queens)  and  then 
turned  to  novels.  He  is  now  making 
more  money  than  he  exer  earned  as 
Britain's  top  jockey.  His  books  have 
sold  over  4  milUon  copies  and  have 
earned  worthwhile  movie  option  mon- 
ey—even though  only  one.  Dead  Cert. 
has  actually  been  filmed,  and  that 
Hopped. 

Francis  still  rides  several  times  a 
week— for  pleasure— and  he  and  his 
wife  attend  races  all  over  the  world. 
But  he  doesn't  own  a  stable  of  horses 
himself  ("the  quickest  way  to  the 
poorhouse,"  he  says).  He  gambles  on- 
ly lightly.  ("I  just  paid  a  bookmaker's 
bill  this  morning.  It  was  the  equiva- 
lent of  $4.") 

Does  he  enjoy  writing?  "It's  far 
harder  than  riding  a  horse.  As  a  jock- 
ey there  was  a  certain  amount  of  wor- 
ry: Did  I  please  everyone?  But  now  I 
spend  hours  looking  at  that  blank 
piece  of  paper."  ■ 


Rx  For  GSA 

Multimillionaire  Jack  Eckerd  could 
be  doing  a  lot  of  other  things  right 
now.  At  62,  he  could  still  be  running 
the  family  company,  Florida-based 
Jack  Eckerd  Corp.  In  less  than  20  years, 
he  turned  two  inherited  Delaware 
drugstores  into  the  nation's  second- 
largest  retail  drug  chain  with  1975 
sales  of  $555  million  (No.  One:  Wal- 
green). Or  he  could  be  racing  about 
the  world  in  his  beloved  yacht,  The 
Panacea.  Then  again,  he  could  be 
overseeing  "my  college,"  the  small 
Florida  Presbyterian  school  that  he 
gave  $10  million  to  in  1972— and 
which  promptly  assumed  his  name  in 
his  honor. 

Instead,  Jack  Eckerd  is  running  a 
government  bureau.  Last  November, 
President  Ford  chose  him  to  head  the 
General  Services  Administration— the 
Federal  Government's  landlord,  house- 
keeper and  purchasing  agent.  Eckerd 
came  to  the  38,000-man  agency  as  it 
smoldered  from  accusations  that 
GSA-approved  funds  had  been  spent 
to  improve  former  President  Nixon's 
homes  and  to  store  his  papers.  When 
he  gave  Eckerd  the  job,  Ford  told 
him  to  keep  GSA  "clean  as  a  hound's 
tooth." 


GSA  is  no  glamour  agenc\,  and  it 
has  a  bad  reputation  to  live  down. 
So  why  is  Eckerd  in  Washington?  "I 
climbed  one  mountain,"  he  says,  "and 
I  got  to  thinking:  What  are  you  going 
to  do  for  an  encore?  I've  listened  to 
all  the  gripes  businessmen  have  about 
government.  Well,  here's  where  half 
of  the  profits  of  my  company  are  go- 
ing. How  can  you  ignore  anything 
that  important?  Yet  that's  what  most 
executives  do." 

As  GSA's  new  chief,  Eckerd  is  al- 
ready showing  some  of  the  spark  that 
made  his  23%  of  Eckerd  Corp.  worth 
$135  million.  He's  asking  Congress  to 
revise  the  "silly  accounting  system" 
that  requires  GSA  to  limit  the  $5 
billion  in  contracts  GSA  has  outstand- 
ing to  only  one-year  duration.  Fed- 
eral suppliers  of  maintenance  services 
can't  be  expected  to  put  money  into 
new  equipment  and  personnel,  he 
says,  when  they  have  to  rebid  annual- 
ly. Besides  that,  Uiicle  Sam  loses  the 
discounts  large  vendors  offer  on  multi- 
year  deals.  Other  Eckerd  goals:  more 
competition  among  suppliers  to  re- 
duce prices  and  an  increase  in  the 
contracting-out  of  jobs  now  perforiucd 
in-house,  such  as  janitorial  services. 

Eckerd  may  be  new  to  government, 
but  it's  not  for  want  of  trying.  He  ran 


luisucccssfully  for  office  twice  in  Floii- 
da— in  1970  for  go\Trnor  and  in  1974 
for  the  U.S.  Senate.  "I'm  better  off 
now,"  he  says.  "As  a  conservative 
freshman  Republican  from  the  South 
I  couldn't  accomplish  anything.  Here. 
I'm  the  head  of  a  major  goxcMument 
agency."  ■ 

Eckerd  of  GSA 
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Growing  people  to  meet  challenges 

is  as  important  as  growing  trees  to  meet  demand. 


n  more  than  30  plants  and  on  1.3  million 
icres  of  prime  forest  land,  we  have  some 
en  thousand  people.  They  go  by  lots  of 
jifferent  classifications,  everything  from 
u:ientists  and  engineers  to  people  in  sales 
and  in  plants.  But  whatever  their  title  or 
ob.they  all  represent  Potlatch. 

Things  like  age,  sex  and  color  really 
ion't  matter.  But  ability  and  commitment 
eally  do.  Because  no  matter  how  many 
nodern  techniques  we  develop  for  converting 
]ur  working  trees  into  paper,  packaging, 
umber,  plywood  and  specialty  products,  the 
Host  important  decisions  will  always  have 
0  be  made  and  carried  out  by  people. 


We  feel  that  you  just  can't  let  a 
machine  decide  things  like  where  and  when 
and  how  to  thin  our  valuable  forests.  Or 
what  species  of  trees  will  grow  best  where. 
Or  which  logs  are  most  fit  for  paper,  and 
which  are  best  for  solid  wood  products. 

People  will  always  be  the  backbone 
of  Potlatch.  That's  why  we  make  an  extra 
effort  to  select  good  people  and  help  them 
grow  as  individuals.  It's  one  of  the  best 
ways  we  know  to  make  sure  that  our 
accomplishments  in  the  future  will  be  even 
"brighter  than  our  achievements  in  the  past. 

In  spite  of  an  economic  climate  of 
inflation  and  recession,  Potlatch-an  equal 


opportunity  employer-has  established 
impressive  forward  momentum  during  the 
1970s.  Sales  increased  over  50  percent 
from  1970  to  1975,  reaching  a  record 
$504  million  last  year.  Earnings  have  also 
risen  dramatically  in  this  period  and,  at 
$5.03  per  share  in  1975.  were  the  second 
best  ever  reported.  And  the  dividend  rate 
grew  from  $1 .00  to  $  1 .50  per  share. 

For  more  facts,  write  us:  Potlatch 
Corporation,  P.O.  Box  3591,  San  Francisco, 
California  94119. 


Potldjtch  We  grow  the  working  trees. 
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Olin  Corporation,  Stamford,  Conn.  06904 
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.  4  4  By  the  year  2010  the  world's  population  will  double.  Eight 
llion  people  who  will  share  one  thing  in  common— we  all  must  eat 
order  to  live. 

If  there's  hope  for  the  future,  it's  improved  technology, 
bat's  where  OKn  can  help.  Working  jointly  with  our  affihate, 
orth  American  Plant  Breeders,  Olin  is  developing  genetically 
perior  plants.  Impressive  results  haVe  already  been  achieved  with 
/o  vitgil  crops— barley  and  alfalfa.  New  alfalfas  just  released  have 
•nquered  three  major  plant  diseases  for  the  first  time  by  breeding 
sistance  into  the  seed. 

Olin  is  also  a  leader  in  producing  more  food  through  chemis- 
y.  We  introduced  high  analysis  pelletized  fertilizers  in  this  coun- 
y.  (About  30%  to  35%  of  our  present  food  production  in  the 
nited  States  is  due  to  the  use  of  fertilizer.)  But  seed-borne  and 
lil-borne  fungi  are  an  area  that  remains  a  limiting  factor  in  food 
'oduction.  Olin  is  leading  the  attack  on  fungi,  being  the  largest  pro- 
acer  in  the  world  of  soil  fungicides  and  one  of  the  largest  pro- 
icers  of  seed  treatment  fungicides. 

OUn's  expertise  will  be  helping  to  feed  the  world  for  a  long 
pe  to  come.  But  we  know  technology  is  not  enough.  So  we'll  also 
5  praying  for  sunshine,  warmth,  and  rain.^  ^ 


says 


lin 


% 


TRW  has  a  way  to  tilt  giants  upright  in  the  ocean. 

With  dectronics. 
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Money  And  Investments 


State  Of  The  Economy 


The  Doomsday  That  Wasn't 


It  was  scarcely  a  year  ago  when  many  of  the  pundits 
were  predicting  another  1929-1932-like  crash.  "The  Com- 
ing World  Depression,"  the  headhnes  blazed,  and  the  stock 
market,  echoing  the  headlines,  sagged  to  its  lowc;*^  1^-  «! 
in  a  dozen  years.  For  the  first  time  since  World  War  II,  the 
major  economies  all  turned  down  at  once  in  1974.  Some 
blamed  the  high  price  of  oil.  Some  called  it  the  final  crisis 
of  capitalism.  The  parallels  with  the  Thirties  weie  oovious. 

Obvious,  perhaps,  but  irrelevant.  The  disaster  didn't 
come.  With  the  U.S.  leading  the  way,  the  entire  industrial 
world    is    moving   back   to    a   high    level    of   prosperity. 

That  the  U.S.  economy  picked  up  first  was  due  to  the 
weakness  of  the  dollar,  which  fell  in  value  by  almost  5% 
relative  to  OECD  currencies  between  the  summer  of  1974 
and  the  spring  of  1975.  This  made  imports  more  expensive 
for  Americans.  During  these  years  the  price  of  a  Volks- 
wagen Beetle  went  up  from  $2,000  to  $3,000.  With  top- 
of-the-line  Mercedes  now  selling  at  $20,000,  General  Mo- 
tors won  quick  acceptance  with  its  Mercedes-sized  Cadillac 
Seville  at  a  relatively  cheap  $12,500.  Since  its  bottom 
last  April,  U.S.  industrial  production  has  risen  a  very  solid 

I,     fueled     both     by     domestic     and     export     demand. 

As  U.S.  imports  dropped  and  exports  climbed,  the  U.S. 
began  a  huge  turnaround  in  its  balance  of  trade.  From  a 
cumulative  deficit  of  $27  billion  over  the  preceding  four 
years,  the  U.S.  went  $9  billion  into  surplus  in  1975. 

Recently  this  returning  prosperity  has  been  spilling  over 
to  our  trading  partners.  As  the  U.S.  trade  balance  im- 
proved, so  has  the  value  of  the  dollar.  Foreign  goods  are 
becoming  competitive  again  at  the  same  time  as  the  U.S. 
economy  is  able  to   absorb   a  larger  volume  of  imports. 

At  a  diff^erent  stage  of  the  business  cycle,  this  weakening 


Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  of  Economic  Research 
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of  the  U.S.  trade  position  could  be  bearish.  But  at  the 
present  stage,  it  is  bullish.  The  increase  in  imports  and 
the  decrease  in  exports  will  moderate  the  U.S.  recovery 
and  thus  reduce  the  danger  of  inflation  heating  up  again. 

Meanwhile,  as  business  picks  up  in  Western  Europe  and 
elsewhere,  it  is  quite  possible  that  worker  dissatisfaction 
will  lessen  and  the  threat  of  Communist  participation  in 
the  governments  will  fade. 

To  be  sure,  our  trade  surplus  will  vanish  as  the  result  of 
all  this:  Our  imports  and  exports  will  be  just  about  in 
balance  for  1976.  But  last  year's  trade  surplus— while 
a  welcome  end  to  the  long  string  of  deficits— was  not  in 
itself  healthy.  In  the  long  run  we  cannot  prosper  by  beg- 
garing our  trading  partners. 

It  is  against  this  background  that  many  Wall  Street 
prognosticators  are  picking  domestically  oriented  compa- 
nies over  export-  and  foreign-oriented  ones  (see  The 
Street  Walker,  p.  112).  Because  the  foreign  economies 
are  at  an  earlier  stage  of  the  business  cycle,  they  will 
not  do  relatively  as  well  as  the  U.S.  economy.  At  the  same 
time  as  the  dollar  grows  stronger,  the  dividends  these 
companies  earn  overseas  will  be  worth  less. 

The  pessimism  of  the  past  few  years  was  out  of  all 
proportion  to  reality.  The  economies  of  the  world  have 
absorbed  some  terrific  shocks  and  come  through  in  fairly 
good  shape.  This  is  not  to  say  that  we  are  living  in  the 
Best  of  All  Possible  Worlds,  but  the  Free  World  economic 
system  has  proven  a  good  deal  stronger  than  most  people 
dared  hope.  There  will  be  more  shocks,  more  surprises  in 
the  future,  but  a  system  that  has  survived  a  quintupling  of 
the  price  of  oil  and  a  horrendous  rate  of  inflation  is  a 
system  that  must  be  doing  something  right.   ■ 
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Composed  of  the  following: 

PRODUCTION       * 

*  How  much  are  we  producing?  (Federal  Reserve 
Board  index  of  Industrial  Production) 

*  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

*  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

CONSUMPTION 

*  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

*  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

*  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index   related   to  the  consumer 
price  index) 

INCOME 

*  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  daims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


IV1 


Why  Mortgage  Rates 
Are  Sticky 

« 
By  Ben  Weberman 


I  oney  is  pouring  into  savings  & 
loan  institutions  in  1976  even  faster 
tlian  it  was  gushing  out  in  the  sum- 
mer of  1974.  Unfortunately,  this  does 
not  mean  that  mortgage  rates  are  go- 
ing to  come  tumbling  down.  The  pre- 
vailing rate  across  the  country  is  now 
about  8?4%,  and  hard  shopping  will 
usually  turn  up  8)2%  money  (may.be 
e\en  8%  in  Florida  and  a  few  other 
spots)— down  from  last  summer's  9/4%- 
9)2?  level.  But  any  further  drop  is  go- 
ing to  be  resisted  by  savings  &  loan 
bankers. 

Therefore,  while  rates  probably  will 
be  squeezed  down  close  to  the  8% 
le\  el  by  year-end,  it  won't  necessarily 
pay  you  to  put  off  buying  a  home 
now— not  for  a  possible  half  of  1%. 
(However,  it  might  well  pay  to  put 
off  refinancing  existing  mortgages. ) 

High  Cost  Of  Money 

What's  holding  mortgage  rates  up? 
The  cost  of  money  to  the  S&Ls.  The 
average  cost  of  new  deposits  for  many 
thrift  institutions  is  6.6%  to  6.9%.  Add 
to  that  at  least  1%  for  overhead,  and 
money  costs  close  to  8%.  The  bankers 
would  like  to  hold  on  to  that  extra 
half  of  1%  as  a  minimal  margin  of 
profit.  They  will  even  be  prepared  to 
lose  some  business  by  so  doing.  As 
.  Maurice  Mann,  president  of  the  Fed- 
eral Home  Loan  Bank  of  San  Fran- 
cisco, explains:  "The  time  has  come 
for  us  to  stop  thinking  about  growth 
and  concentrate  on  profits.' 

Mann  points  out  that  S&L  rates  are 
really  higher  than  they  appear,  thanks 
to  the  daily  compounding  feature:   A 


7.5%  four-to-six-year  certificate  really 
pays  the  equivalent  of  7.9%;  5.25%  on 
a  passbook  account,  compounded 
daily,  is  equivalent  to  5.47%.  When 
you  get  to  the  7.7.5%  six-to-seven-year 
certificates,  you  are  talking  about  a 
real  yield  of  8.17%— more  than  the 
S&L  can  earn  on  the  money.  Also, 
these  are  federally  insured  accounts, 
almost  as  good  as  federal  bonds. 

So,  you  have  a  situation  where  fed- 
erally insured  passbook  accounts  are 
yielding  more  than  three-month  Trea- 
sury bills  and  where  long-term  S&L 
certificates  yield  more  than  Treasury 
of  equivalent  maturity. 

I'm  not  saying  mortgage  rates  won't 
come  down,  but  that  they  will  come 
down  slowly,  more  slowly  than  other 
interest  rates. 

What  happens  if  the  commercial 
banks,  after  a  year  and  a  half,  come 
back  into  the  mortgage  market?  The\- 
could  offer  mortgages  at  less  than  8%, 
but  their  mortgage  funds  would  be 
limited,  and  it  would  still  be  possible 
for  the  S&Ls  to  keep  their  rates  up. 
As  Maury  Mann  says,  better  to  lose 
some  market  share  than  do  business 
on  an  unprofitable  basis. 

If  you  are  an  investor,  howexer,  the 
mortgage  field  offers  quite  a  number 
of  advantages.  Robert  Chaut,  of  Blyth 
Eastman  Dillon  &  Co.,  who  is  the  top 
savings  &  loan  analyst,  thinks  the 
stocks  are  a  great  buy— if  for  no  other 
reason  than  that  the  older,  lower-in- 
terest mortgages  are  fast  being  worked 
off  the  books  while  the  cost  of  money 
holds  steady  or  even  declines.  He  es- 
pecially likes  Imperial  Corp.  among 
the  California  giants  and  United  Fi- 
nancial in  the  medium-sized  group. 

Ginnie  Is  Attractive 

For  fixed  income  investors,  theic 
are  those  attractive  mortgage-backed, 
pass-through  securities  issued  by  the 
Government  National  Mortgage  As- 
sociation. These  are  full  faith  and 
credit  obligations  of  the  United  States 
(yes.  Uncle  Sam  does  still  have  faith 
and  credit).  These  securities  general- 
ly have  an   a\erage   life  of    12  \ears 


and  are  a\aiiable  in  minimum  denom- 
inations of  $25,000  through  brokerage 
firms  and  goxernment  seciuities  deal- 
ers. Last  year  alone  the  Federal  Gov- 
ernment created  $7.5  billion  of  Ginnie 
Mae  pas;i-throughs,  and  there  are  now 
$22. .3  billion  outstanding,  so  second- 
ar\  markets  are  liquid  and  \ery  acti\e. 
These  securities  are  an  excellent 
bu\  right  now.  They  yield  around 
8.3%,  which,  considering  the  federal 
guarantee,  is  beautiful.  ( No,  the  in- 
terest is  not  tax-free,  not  e\en  exempt 
from  state  taxes,  as  are  payments  on 
direct  U.S.  Treasury  issues;  sorr\ 
about  that. ) 

The  Futures  Market 

If  you  are  a  speculator  rather  than 
an  investor  (or  a  speculator  as  well  as 
an  in\estor),  there's  another  interest- 
ing way  to  play  these  Ginnie  Maes: 
You  can  buy  Ginnie  Mae  futures  on 
the  Chicago  Board  of  Trade.  A  con- 
tract covers  $100,000  of  mortgages 
and  represents  a  promise  to  deliver 
the  equivalent  anywhere  from  one  to 
15  months  in  the  future,  depending 
on  the  contract. 

A  standard  contract,  consisting  of 
8%  Ginnie  Mae  pass-throughs,  would 
be  priced  at  95'':j2  for  a  computed  yield 
of  8.6%.  Cash  margin  at  1%  on  such 
a  contract  is  $1,000.  The  commission 
is  very  small:  about  $62  in  and  an- 
other $62  out.  Let's  assume  I  am  right, 
and  market  mortgage  rates  drop  slow- 
ly to  around  8%  by  year-end.  At  that 
yield,  the  price  of  a  mortgage  con- 
tract would  ha\'e  climbed  to  about 
99— generating  a  profit  of  $3,720,  a 
372%   gain   on   your  cash   investment. 

Of  course,  mortgage  rates  could  go 
up  before  they  come  down.  Or  I  could 
be  completely  wrong.  Then  you'd 
have  to  decide  whether  to  put  up 
more  money  to  stay  with  your  contract 
or  whether  to  take  your  loss  and  go 
home;  in  the  end,  you  could  e\en  lose 
your  entire  margin.  But  if  you  think 
long-term  interest  rates  are  going 
down  further  this  year,  these  Gimiie 
Mae  contracts  are  an  intrigmiig, 
speculation.    ■ 
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ERISA  AND  YOU 

Wondering  what  ERISA  means  to  your 
group  insurance  and  pension  plans? 

Maybe  Metropolitan  can  help  you. 


As  you  know,  ERISA,  the  Employee 
Retirement  Income  Security  Act  of  1974,  is 
in  extremely  important  and,  at  the  same 
ime,  complex  piece  of  legislation. 

Just  what  does  it  say— and  what  does 
t  mean  to  you?  Because  it's  so  new  and  so 
iar-reaching  there  is  much  that  requires 
nterpretation  and  clarification. 

How  does  ERISA  affect  your 
mployee  benefit  plan?  How  would  it  affect 
I  pension  plan  if  you  institute  one?  Does 
inybody  know  the  answers?  To  whom  do 
/ou  turn? 

We'd  suggest  that  you  mm  to 
Vletropolitan  Life's  Group  Insurance  and 
^ension  Representatives.  They  would  be 
jlad  to  work  with  your  attorneys  in 
letermining  the  application  of  ERISA  to 
/our  particular  benefit  plan  or  pension 


We  can,  of  course,  tell  you  what 
employee  benefit  plans  are  subject  to  the 


Act  and  what  plans  are  exempt;  what 
the  standards  for  eUgibihty  are;  how  the 
plan  must  provide  for  vesting  and  what 
the  minimum  requirements  are  for 
funding. 

We  can  explain  the  types  of  reports 
that  must  be  made  and  the  information  that 
must  be  disclosed  both  to  the  government 
and  plan  participants. 

We  can  also  tell  you  what  provisions  of 
the  Act  apply  to  your  group  insurance 
contract  and  to  your  pension  plan. 

These  are  some  of  the  major  points. 
MetropoUtan's  Group  Representative  can 
also  provide  details  on  how  to  establish  a 
new  plan  and  administer  its  operation  after 
it  is  initiated. 

And  when  you  place  your  pension 
funds  with  Metropolitan,  remember  we 
can  insure  the  funds  so  that  payment  to 
your  employees  is  guaranteed  at  time  of 
retirement. 


S5  Metropolitan 

Where  the  future  is  now 


Money  And  Investments 


Market  Comment 


w. 


1100  By  July  Fourth? 


'hen  the  market  is  going  straight 
up  or  straight  down,  opinions  tend  to 
be  rather  assertive  one  way  or  the 
other.  But  when  the  market  quiets 
down,  as  it  has  done  recently,  emo- 
tion becomes  less  important  and  one 
must  look  at  the  facts  and  determine 
what  they  mean.  Only  that  way  can 
one  decide  whether  the  improved  out- 
look has  or  hasn't  been  discounted. 
The  facts  are  out  in  the  open:  Busi- 
ness is  recovering  faster  and  more 
vigorously  than  expected.  Inflation 
has  eased.  Interest  rates  have  declined 
a  little.  The  public  is  exerting  a  mild- 
ly conservative  pressure  on  political 
trends.  Earnings  certainly  are  rising, 
and  faster  than  even  the  most  optimis- 
tic expected.  The  pubhc  is  saving 
more  money,  and  is  becoming  more 
confident  about  spending. 

Going  Up 

The  financial  markets  have  begun 
to  recognize  the  improved  state  of 
the  economy  without  exaggerating  it, 
and  without  overdiscounting  future 
prospects.  If  history  is  repeated,  our 
financial  markets  will  eventually  fully 
recognize  this  and  then  overdiscount 
it.  In  other  words,  this  upward  trend 
in  stock  and  bond  prices  is  going 
much  further.  The  stock  market  has 
been  taking  a  breathing  space.  It  will 
go  higher— perhaps  to  1100  in  the 
DJI  by  July  Fourth,  and  eventually 
much  higher  than  that. 

The  next  phase  of  the  rise  will,  I 
think,  see  a  little  more  emphasis  on 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


By  L.O.  Hooper 


some  of  the  groups  that  ha\e  been 
rclati\cly  backward:  the  internation- 
al and  domestic  oils,  some  life  insur- 
ance issues,  some  of  the  retail  shares, 
some  steels  (later  in  the  summer), 
and  perhaps  even  some  of  the  metals. 
The  stocks  of  the  big  automobile 
companies  should  respond  to  earnings 
of  perhaps  as  high  as  $7.50  on  Gen- 
eral Motors  (70)  and  possibly  $8  or 
a  little  more  this  year  on  Ford  Motor 
(57).  There  is  evidence  too  of  more 
interest  in  the  rails,  especially  in  is- 
sues like  Seaboard  Coast  Line  (26) 
and  Santa  Fe  Industries  (39). 


Profits  Off,  But  Still  Good 

It  looks  as  if  the  fertilizer  industry 
will  probably  earn  10%  to  15%  less 
than  last  year's  boom  profits,  but  ev- 
eryone knows  this,  and  those  profits 
still  in  sight  certainly  provide  room  for 
some  improvement  in  prices  for  such 
stocks  as  International  Minerals  (39) 
and  Freeport  Minerals  (26).  Coal 
companies,  with  some  e.xceptions, 
won't  do  as  well  as  in  the  spectacular 
years  just  behind  us,  but  earnings  this 
year  will  have  less  in  nonrecurrent 
items  and  thus  will  be  entitled  to  bet- 
ter P/E  ratios. 

As  one  who  has  had  and  often  ex- 
pressed doubts  about  the  soundness 
of  buying  high  P/E  glamour  stocks, 
I  would  hke  to  point  out  how  irregu- 
lar the  recovery  in  this  group  has 
been.  Taking  prices  at  the  end  of 
April  a  year  ago  as  a  base,  most  of 
the  drug  stocks  have  gone  up  \cry  lit- 
tle, compared  with  a  rise  of  some- 
thing like  23%  in  the  DJI;  I  wonder 
how  long  the  institutions'  prejudice 
against  them  will  last.  While  Inter- 
national Business  Machines  (262) 
and  McDonald's  (63)  are  up  sharp- 
ly, Xerox  (54)  and  Halliburton  (150) 
have  actually  declined.  Johnson  6- 
Johnson  (89),  one  of  the  soundest, 
and  Avon  Products  (42)  have  not 
gone  up  at  all.  Incidentally,  I  still 
think  McDonald's  is  not  worth  what  it 
is  selling  for,  c\cn  though  I  fully  ex- 
pect the  stock  to  continue  to  go  up. 

Most  of  the  nuclear  stocks  seem  to 


be  recovering  from  the  spill  they  took 
in  March.  I  suppose  movements  like 
this  are  to  be  expected  from  time  to 
time  in  a  group  whose  prospects  are 
in  the  future.  But  I  still  want  to  keep 
some  representation  in  issues  like 
Kerr-McGee  (70)  and  Reserve  Oil  6- 
Minerals  (31). 

I've  been  looking  at  Nabisco  (37), 
paying  $2.40  to  return  over  6%.  On 
sales  just  short  of  $2  billion,  Nabisco 
last  year  earned  about  3  cents  on  a 
dollar,  or  $3.70  a  share.  This  year 
some  think  $4.25  to  $4.50  is  possible. 
The  stock  has  paid  a  dividend  every 
year  since  1899. 

As  a  desirable  low-priced  stock. 
Great  Southern  Corp.  (16)  has  con- 
siderable appeal.  I  am  told  that  this 
life  insurance  holding  company,  which 
has  a  savings  &  loan  subsidiary, 
stands  a  good  chance  to  earn  $3  a 
share  this  year.  .  . .  Another  some- 
what ofiteat  issue  that  has  been  com- 
ing to  life  on  the  prospect  of  much 
improved  earnings  this  year  is  Robert- 
shaw  Controls  (21).  Some  earnings 
estimates  for  this  company,  controlled 
by  Reynolds  Metals,  are  upwards  of 
$3  a  share  this  year.  . .  .  One  compa- 
ny in  the  retail  field  with  runaway 
earnings  is  Allied  Stores  (57);  esti- 
mates are  as  high  as  $6.50  to  $7  a 
share.  ...  In  considering  Continental 
Oil  (68)  many  seem  to  be  forget- 
ting that  this  company  has  now  com- 
pleted all  production  payments  in  con- 
nection with  its  acquisition  of  Con- 
solidation Coal;  this  may  mean  Con- 
tinental's earnings  from  coal  this  )car 
will  exceed  1975,  whereas  most  coal 
company  earnings  will  be  lower. 

Good  For  Income 

For  a  long  lime,  \cry  few  oil  ana- 
lysts agreed  wilh  me  on  the  values 
in  the  international  oils.  I  am  glad  to 
report  that  many  arc  being  converted 
to  my  point  of  view.  Issues  like  Exxon 
(93),  Texaco  (26),  Standard  of  Cali- 
fornia (34),  Gulf  Oil  (24),  Roi/al 
Dutch  (47)  and  Mobil  Oil  (58) 
should  be  looked  upon  as  good  in- 
come in\cstmrnf i,   ■ 
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This  announcement  appears  as  a  matter  of  record  only.  March  1976 

Gulf  Coast  Olefins  Company 

$296,000,000 

Term  Financing 

Financing  Developed  by 

Bank  of  Annerica  NT&SA 


Senior  Debt  Provided  by 

Bank  of  America  NT&SA 

Manufacturers  Hanover  Trust  Company 

The  Chase  Manhattan  Bank,  N.A. 

Citibank,  N.A. 

Morgan  Guaranty  Trust  Company  of  New  York 

Bankers  Trust  Company 

Chemical  Bank 

Crocker  National  Bank 

The  First  National  Bank  of  Chicago 

Mellon  Bank,  N.A. 

Continental  Illinois  National  Bank  and  Trust  Company  of  Chicago 
Irving  Trust  Company 

The  Bank  of  New  York 
The  Cleveland  Trust  Company 
The  First  National  Bank  of  Boston 
National  City  Bank 

Cleveland,  Ohio 

Senior  Subordinated  Debt  Provided  by 
General  Electric  Credit  Corporation 


Agent  for  the  Lenders 

BANKOF  AMERICA" 


Money  And  Investments 


Stock  Trend 


Why  The  Bull 
Has  Lost  His  Zest 

By  Myron  Simons 


■  ick  up  almost  any  investment  re- 
search report  these  days  and  what 
do  you  see?  The  usual  mass  of  facts, 
of  course,  some  of  them  pretty  trivial, 
but  when  we  come  to  the  bottom  line 
—"What  is  this  stock  worth?"— we 
usually  get  simply  a  "buy,"  "sell"  or 
"hold"  recommendation.  But  don't 
blame  the  poor  security  analyst  for 
fudging.  He's  got  a  problem.  The  old 
rules  for  stock  appraisal  have  become 
obsolete  during  the  past  few  years. 
So  far  the  security  analyst  has  nothing 
to  replace  them. 

For  example,  if  the  old  rules  still 
held,  the  Dow  Jones  industrials  should 
be  selling  somewhere  between  1400 
and  2000,  based  on  the  $100  or  so  in 
earnings  expected  for  this  year.  But 
where  is  the  analyst  rash  enough  to 
predict  Dow  1400,  to  say  nothing  of 
Dow  2000,  this  year? 

Simple  Arithmetic 

The  old  valuation  techniques  rested 
on  the  concept  of  growth.  In  its  sim- 
plest form,  if  you  figured  a  compa- 
ny's earnings  could  be  counted  on  to 
grow  10%  a  year  you  would  say  it 
was  entitled  to  sell  at  a  price/ earnings 
ratio  of  approximately  12  to  15. 

But  today  who  would  be  so  fool- 
ish as  to  project  with  certainty  any 
company's  earnings  very  far  into  the 
future?  Growth  predictions  made 
sense  as  long  as  the  nation  was  totally 
committed  to  growth.  That  kind  of 
climate  brought  about  years  of  con- 
fidence in  the  stock  market,  and  with 
them  a  long  period  of  high  price/ 
earnings  multiples.  Unfortunately,  it 
all  ground  to  a  halt  with  the  bear 
market  of  1969-70,  and  it  hasn't  been 
the  same  since. 


Mr.   Simons  is  director  of  research  at  the  securities 
firm  of  Weeden  &  Co. 


The  change  is  a  profound  one,  and 
it's  not  likely  to  be  straightened  out, 
even  if  the  Dow  goes  on  to  new  all- 
time  highs  this  year.  It  stems  from  the 
country's  acceptance  of  the  fact  that 
there  are  other  things  that  may  take 
precedence  over  economic  growth.  For 
instance,  acceptable  standards  for  the 
environment  have  become  more  im- 
portant than  economic  progress,  and 
that  change  in  attitude  has  hurt  a 
number  of  industries  which  would 
otherwise  be  perking  right  along.  A 
prime  example  is  nuclear  energy, 
which  has  been  slowed  to  a  walk  by 
determined  environmentalists. 

On  a  broader  front,  it's  the  fight 
against  inflation  that  has  forced  us  to 
accept  high  interest  rates  and  un- 
employment rates.  We  have  accept- 
ed what  would  have  seemed  incred- 
ible only  a  few  years  ago.  The  Fed- 
eral Reserve  has  become  the  chief 
factor  in  masterminding  the  economy, 
even  though  it's  not  responsible  to 
the  electorate.  And  an  attempt  at 
budget-balancing  has  taken  prece- 
dence over  many  of  the  social  ser- 
vices we've  become  used  to. 

It  all  boils  down  to  the  fact  that 
the  economy  can  no  longer  be  ex- 
pected to  grow  regularly.  In  the  fu- 
ture, the  prospect  is  for  some  good 
years  punctuated  with  some  very  bad 
years.  Even  the  best  managed  com- 
panies are  likely  to  have  their  earnings 
shot  down  from  time  to  time  by  a 
governmental  decision  to  slow  down 
the  economy. 

Stops  And  Starts 

So,  we've  got  to  have  a  new  way 
of  looking  at  stocks,  one  which  will 
give  us  a  bettet  measure  of  what 
we're  going  to  get  out  of  our  own- 
ership. Obviously,  one  measurement 
is  dividends;  another  is  a  better  un- 
derstanding of  what  a  reasonable  ex- 
pectation of  earning  power  would  be, 
lumping  together  good  economic  cli- 
mates with  bad  ones. 

Clearly,  this  depends  on  the  (jual- 
ity  of  the  management  and  the  kind 


of  return  it  can  achieve  on  its  as 
sets.  None  of  this  is  brand  new,  o 
course,  but  we've  got  to  get  a  bettei 
understanding  of  how  we  will  fart 
with  our  investments  in  a  stop-and- 
start  environment. 

Look  At  The  Laggards 

Right  now  we're  in  a  good  econom- 
ic climate,  so  the  market  should  con- 
tinue to  be  satisfactory.  But  don't  ex- 
pect tremendous  fireworks  on  the  up- 
side. If  you  want  to  make  money,  look 
for  stocks  which  are  lagging  behind 
the  market  but  which  have  improving 
prospects.  Housing,  for  instance.  Some 
of  the  stocks  in  the  industry  have  had 
some  good  anticipatory  gains,  but 
since  the  industry  is  just  coming  out 
of  the  doghouse,  they  should  have 
room  for  further  advances.  Stocks  like 
U.S.  Gypsum  (23),  National  Gypsum 
(16)  and  Masonite  (23)  are  good 
candidates. 

The  oil  companies  have  been  the 
favorite  whipping  boys  of  the  pre- 
election Congress.  Meanwhile,  the 
earnings  potentials  of  these  great  com- 
panies have  largely  been  ignored  by 
investors.  There  are  many  good  candi- 
dates to  choose  from.  My  prefer- 
ences are  Exxon  (93),  Standard  Oil 
of  California  (34),  Marathon  Oil 
(51)  and  Continental  (68). 

The  aluminum  companies  are  still 
operating  at  relatively  low  percent- 
ages of  capacity.  An  improvement 
should  be  in  the  wind,  and  it  could 
add  significantly  to  profits.  Aluminum 
Corp.  of  America  (48),  Kaiser  Alu- 
minum (33)  and  Reynolds  Metals 
(37)  should  all  aff^ord  opportunities. 

It's  just  barely  possible  that  after 
the  November  elections  we  will  once 
again  be  dedicated  to  a  national 
policy  of  economic  growth.  But  the 
more  likely  scenario  is  for  sporadic 
growth.  The  present  bull  market 
should  continue  for  some  time  to 
come,  but  it  is  likely  to  be  more  lim- 
ited than  it  would  ha\'c  been  in  the 
dear,  dead  clays  of  growth-at-any- 
price.   ■ 
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Money  And  Investments 


The  Street  Walker 


Right  Too  Soon? 


TRowe  Price,  the  Sage  of  Balti- 
p  more,  laughed  when  we  asked 
him  if  he  loxes  gold  stocks  in  April  as 
he  did  last  Oct.  15,  when  Forbes  told 
"Why  T.  Rowe  Price  Likes  Gold."  We 
reminded  Price  that  the  gold  stocks 
have  been  going  in  the  wrong  direc- 
tion lately.  ASA,  the  bellwether, 
plunged  to  a  two-year  low  earlier  this 
month,  and  the  others  followed  in 
quick  succession. 

"I  still  feel  the  same  about  gold," 
Price  said.  "As  a  matter  of  fact  I 
bought  more  gold  shares  yesterday 
[Apr.  1]."  His  October  favorites  are 
still  favorites:  Anglo  American  Gold, 
Vaal  Reefs,  West  Driefontein,  Dome 
Mines,  President  Steyn. 

"I  never  dreamed  about  the  tur- 
moil in  Africa  or  that  the  gold  stocks 
would  go  as  low  as  they  are.  I  thought 
they  were  on  the  bargain  counter  last 
fall,  and  they\  e  dropped  sharply  since 
then.  However— mark  this— the  price 
of  gold  itself  has  not  set  new  lows 
since  September." 

Price's  point,  then  as  now,  is  that 
the  letup  in  inflation  is  only  temporary 
and  the  next  bout  may  be  even  worse 
than  the  last.  Gold,  while  not  a  sure 
thing,  is  the  surest  thing  you  can 
have  under  the  circumstances. 

Price  has  usually  been  right  in  the 
past,  but  the  record  shows  that  he  has 
frequently  been  right  too  soon.  Will 
history  repeat? 

Not  To  Worry 

While  Rowe  Price  worries  about 
the  financial  future  of  the  human 
race,  Wall  Street  luxuriates  in  a  boom. 
It's  a  bit  scary  that  the  rising  stock 
market  has  flushed  out  so  many  op- 
timists, but  neither  Price  nor  anyone 
else  can  deny  that  the  profits  figures 
and  the  inflation  figures  are  both 
starting  to  look  very  good. 

We  had  occasion  to  speak  to  a  top 
analyst  at  one  of  the  more  prestigious 
research  houses  the  other  day.  We 
promised  not  to  quote  him  by  name. 
(This  firm  thinks  its  precious  research 
should  benefit  only  its  own  custom- 
ers.) But  even  under  a  cloak  of  ano- 


nymity its  \iew  is  worth  ha\ ing.  Here 
it  is: 

"Don't  worry  about  the  reaction 
from  the  1000  le\el  on  the  Dow  Jones 
industrials.  It  looks  like  a  mild  reac- 
tion, and  two-thirds  of  the  industry 
groups  we  study  ha\e  already  cor- 
rected enough.  It's  bullish  that  when 
the  market  did  bounce  off  the  1000 
mark  it  did  so  on  lower  volume. 
In  addition,  in  spite  of  the  correc- 
tion, the  market  ended  up  higher  in 
March     than     it    did    in     February." 

Don't  Downgrade 

Dean  Witter  &  Co.,  highly  respected 
for  its  research,  also  is  telling  investors 
not  to  worry  too  much  about  a  reac- 
tion. "We  believe  you  should  be  fully 
invested  in  the  heavier  part  of.  the 
economy,"  says  Dwight  Hyde,  Wit- 
ter's  manager  of  investment  strategy. 
By  "hea\y"  Witter  means  chemicals, 
packaging,  paper,  metals  and  ma- 
chinery. "Earnings  are  really  going  to 
pop  in  these  industries,"  says  the  Wit- 
ter man.  However,  Witter  would  avoid 
steels  and  coppers  at  this  time: 
"They're  a  bit  too  high"  measured  by 
near-term  earnings  comparisons.  The 
firm  especially  likes  Owens-Illinois 
(around  60),  Celanese  (around  52), 
Crown  Zellerbach  (around  45)  and 
Gardner-Den\er  ( around  28 ) . 

The  reasoning  is  that  the  slowdown 
of  inflation  will  help  heavy  industry 
more  than  it  will  help  consumer  prod- 
ucts. Witter  also  worries  about  the 
new  accounting  rules  that  require 
companies  to  adjust  quarterly  earn- 
ings for  currency  fluctuations:  With 
their  heavy  foreign  earnings,  the  con- 
sumer growth  stocks  will  be  harder 
hit  by  this  than  will  heavy  industry, 
which  tends  to  stick  closer  to  home. 
(Currency  fluctuations  can  raise  hob 
with  those  smooth  quarter-to-quarter 
earnings  curves  so  dear  to  the  hearts 
of  consumer  growth-stock  fans.) 

Witter  warns:  Don't  downgrade 
your  portfolio  now,  don't  grab  for 
cats  and  dogs.  "This  is  not  going  to  be 
a  period  like  1968-69  when  secondary 
issues  did  well.  That  was  a  specula- 


ti\e   blow-oft.    Now   people    are   cau^ 
tious  and  will  stay  with  quality." 

Interestingly,  Merrill  Lynch,  th^ 
Thundering  Herd,  is  pounding  off  in  i 
somewhat  different  direction.  Lonf 
term,  Merrill  Lynch  is  buUish— almos 
by  definition.  However,  the  mar 
whose  chart-and-numbers  analysis 
helps  guide  Merrill  L>iich's  in\estmenl 
polic>'  thinks  that  the  technical  sign: 
spell  short-term  trouble  for  the  mar 
ket.  "We're  approaching  an  over 
bought  condition,"  says  Robert  J.  Far- 
rell,  Merrill  Lynch's  manager  of  mar 
ket  analysis,  "and  this  means  that  ii 
the  second  quarter  we  are  going  t( 
see  a  correction  of  10%  to  15?."  Tha 
would  put  the  Dow  industrials  bad 
to  around  875-900. 

WTiat  stocks  to  sell  or  to  avoid?  Th< 
old  institutional  favorites,  Farrell  says 
They  are  going  to  be  in  for  continuous 
selling,  both  in  rising  markets  and  ir 
reactions  as  the  institutions  seek  to 
lessen  their  unhealthy  concentration 
in  the  old  Nifty  Fifty.  Especially  vul- 
nerable: Xerox  (54),  Polaroid  (35). 

Buy  The  Basics 

Why  is  Farrell  short-term  bearish? 
As  a  technician  (meaning  not  just 
charts  but  various  indicators  as  well) 
he  ticks  off:  short  selling  drying  up; 
more  interest  in  option  buying  than  ii 
option  writing;  a  big  bulge  in  margit 
buying;  institutional  reserves  already 
committed;  prospects  for  huge  equitj 
financing.  He  also  feels  that  as  long  ai 
interest  rates  remain  high  by  pasi 
standards,  there  is  a  limit  to  how  higJi 
the  market  can  go:  Why  buy  stocks  at 
1100  on  the  DJI  when  you  can  get 
8%-plus  in  good  bonds? 

After  the  reaction,  what?  Here  the 
Merrill  Lynch  man  agrees  with  the 
Witter  man:  Buy  basic  industry.  On  a 
reaction,  he'd  pick  up  U.S.  Steel,  In- 
ternational Paper,  Caterpillar  Tractor. 
He  also  likes  housing-related  stocks: 
"Their  charts  began  to  bottom  out 
two  or  three  years  ago,  and  they'\» 
been  moxing  sideways."  Two  faxorites 
here:  Great  Western  Financial  (18); 
Certain-teed  Products  (21).  ■ 
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FORBES,   APRIL    15.    1976 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  March  26, 1 976 

$200,000,000 

Bell  Canada 

Principal  and  interest  payable  in 
United  States  dollars  in  New  York  City. 

8%%  Debentures,  Series  DA,  Due  2006 

Interest  Payable  April  1  and  October  1 

Price  99.25%  and  accrued  interest  from  April  1, 1976 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

A.  E.  Ames  &  Co.  "  Wood  Gundy  Incorporated 

Incorporated 

The  First  Boston  Corporation  Dominion  Securities  Harris  &  Partners  Inc. 

McLeod,  Young,  Weir,  Incorporated    Bache  Halsey  Stuart  Inc.    BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  inc.  Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co.  Lazard  Frei  es  &  Co. 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jacltson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.         Smith  Barney,  Harris  Upham  &  Co.         Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bell,  Gouinlock  &  Company  Burns  Fry  and  Timmins  Inc.  Greenshields  &  Co  Inc 

Incorporated 

Midland  Doherty  inc.  Nesbitt  Thomson  Securities,  Inc. 

Pitfield,  Mackay  &  Co.,  Inc.  Richardson  Securities,  Inc. 


If  you  are  a  Serious  Investor... 

Think  what  YOU  p 
could  do  with       I 


research  like  this  I 

...on  EACH  of  1600  leading  stocks, 
regularly  updated  the  year  around 


You'll  find  Value  Line  unique  in  three 
respects: 

1)lt  brings  you  more  relevant  factual 
information  on  one  page  than  you  can 
find  anywhere  else; 

2)  It  relates  each  stock  to  the  1600 
other  stocks  covered  by  Value  Line  at 
one  point  in  time  every  week — in  terms 
of  probable  relative  price  performance 
in  the  next  12  months  and  in  terms  of 
relative  safety; 

3)  It  follows  up  on  each  stock  sys- 
tematically every  week. 

Through  its  objective  ranking  system, 
Value  Line  brings  you  a  perspective  on 
values  that  you  can  comprehend  quick- 
ly, with  a  minimum  expenditure  of  your 
own  time  and  effort,  even  though  the 
job  of  providing  that  perspective  de- 
mands the  full  time  of  50  professional 
securities  analysts,  and  20  statisti- 
cians, programmers,  economists,  plus 
other  research  support  personnel  and 
their  high-speed  computers. 

Each  of  1600  stocks  under  continuous 
review  by  The  Value  Line  Investment 
Survey  is  the  subject  of  a  comprehen- 
sive new  full-page  Research  Report 
(see  example  alongside)  every  13 
weeks  in  regular  sequence.  About  125 
new  Reports  are  issued  each  week— 
1600  every  13  weeks. 

Our  special  invitation  will  bring  you— as 
a  BONUS— Value  Line's  latest  full-page 
Reports  on  all  1600  stocks,  fully  in- 
dexed and  loose-leaf  bound  in  our  In- 
vestors Reference  Service  (sold 
separately  for  $35) . . .  and  systemat- 
ically updated  by  new  Reports  to  be 
issue  to  you  in  the  weeks  ahead. 

Now  let's  look  at  some  highlights  of  a 
typical  full-page  Report,  reproduced  to 
the  right— but  reduced  in  size— from 
The  Value  Line  Investment  Survey. 


1.  Stock  Name,  where  traded,  ticker 
symbol,  and  recent  price. 

2.  Dividend  Yield,  based  on  estimated 
dividends  in  the  next  12  months  as  a 
percentage  of  recent  price.  Plus  15- 
year  "norm."  (Figures  in  the  mid-page 
statistical  section  show  year-by-year 
yields,  and  payout  ratio  of  dividends  to 
net  income.) 

3.  Current  Price/Earnings  Ratio,  based 
on  earnings  6  months  back  and  es- 
timated 6  months  ahead.  Plus  long- 
term  P/E  "norm."  (Data  in  the  statistical 
array  show  year-by-year  P/E's.) 

4.  Estimated  Price  Range  3-5  years 
hence,  showing  potential  percentage 
appreciation  if  estimates  are  on  target. 

5.  Monthly  Price  Ranges  going  back  15 
years,  with  annual  highs  and  lows 
shown  above.  Solid  line  shows  Value 
Line's  assessment  of  "normal  average 
value."  Relative  Strength  (dotted  line) 
shows  how  this  stock  has  performed  in 
relation  to  the  Value  Line  Composite 
Average. 

6.  Monthly  Volume,  percentage  of  out- 
standing shares  traded. 

7.  Rank  for  Probable  Market  Perfor- 
mance in  the  next  12  months,  relative 
to  the  1600  other  stocks.  Ranks  range 
from  1  (Highest)  dawn  to  5  (Lowest). 

8.  Rank  for  Safety,  relative  to  the  1600 
other  stocks,  based  on  stock's  price 
volatility  around  its  own  long-term 
trend.  The  greater  the  price  stability, 
the  higher  the  Safety  Rank.  Ranks 
range  from  1  down  to  5. 

Note:  Not  every  stock  will  always  per- 
form in  accordance  with  its  ranks,  but 
such  a  high  percentage  have  In  the 


past,  for  reasons  that  are  logical  an 
cannot  be  explained  by  chance,  thj 
you  can  reasonably  expect  to  gc 
better-than-average  results  year  in  an 
year  out,  by  using  Value  Line's  ranks  t 
help  you  achieve  your  personal  inves 
ment  goals.  And  you  do  so  with  dis 
ciplined  control  over  your  risk. 

9.  Beta,  measuring  stock's  price  ser 
sitivity  to  overall  market  fluctuation! 
based  on  NYSE  Composite  Average. 

10.  Publication  Date  of  the  Report.  . 
new  full-page  Report  on  this  stock  wi 
be  issued  exactly  13  weeks  later.  In  th 
interim,  the  stock's  Price,  Per 
formance  Rank,  Yield,  P/E  and  oth€ 
key  data  are  UPDATED  EVERY  SINGL 
WEEK  in  Value  Line's  weekly  Summat 
of  Advices.  You  get  this  automatically 

11.  Vital  Statistics  going  back  10  to  1 
years,  plus  estimates  for  1976  and  3- 
years  hence.  A  clear  explanation  c 
statistical  terms  accompanies  thes 
Reports. 

12.  Business  Summary,  giving  a  d( 
scription  of  the  company's  majc 
operations,  products  and  marketi 
number  of  employees  and  stocli 
holders;  names  of  top  executives;  an 
address. 

13.  Concise  Analysis  and  Review  of  th* 

latest  developments  and  futurt 
prospects  for  the  company  and  iti 
stock.  Includes:  sales  and  earningi 
historically  and  estimated  by  produc 
lines. 

14.  Percentile  Ratings  (100  down  to  5 
of  the  stock's  Price  Stability.  Per 
sistence  of  Price  Growth,  Earnings  Pre 
dictability. 

15.  Quarterly  Sales,  Earnings,  Divi 
dends,  actual  past,  est.  future. 


(Reduced  from  an    SVa"  x  11"   page) 
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BUSINiSS:  General  Milts.  Inc  processes  and 
markets  food  products,  specialty  chemtcals  and 
crafts,  games,  toys,  and  fasfitons  Brand  names 
Cheenos.  Wheaiies.  Tn».  Lucky  Charms.  David 
Crystal.  Betty  Crocker.  Gold  Medal.  Monet. 
Kenner's.  and  Parker  Brothers  Operates  86  plants 
and   mtllt.   52   grain  elevators   in   the   U  S    and 


abroad  Wages,  salaries  and  employee  tienefits 
1 7%  of  sales  ratrv  materials  and  services.  66%  of 
sales  74  Deprec  Rate  6  1%  Has  47  970 
employees.  28  800  stockholders  Directors  O' 
about  1%  of  Slock  Chrmn  JP  Mcfarland  Pres 
E  R  Kinney  Inc  Del  Address  9200  Wayiata 
Blvd .  Minneapolis.  Minn   55440 


(jeneral  Mills  is  a  wril-run  company.  Diir 
inc  the  scciiul  hull  <il  the  IHtio's.  (HS  wiis 
Mircossliillv  irjtnsltirnieH  Irnm  a  t-rtmniririifx'- 
iiricnK'd  iirnfrsstirnl  agricultural  critids  inlna 
wellHiversilied  manularturer  and  ttiarketer 
i>(  biith  Iriod  and  nonlnod  ninsumer 
products.  In  the  five-vear  period  between 
I9fi.'>  and  IHTO.  operations  with  low 
pntlitahility  and  limited  fcmwlh  potential 
were  sold,  and  some  ",'')' .  of  a  sharply  stepped 
tip  capital  program  was  directed  to  acquisi- 
tions 111  businesses  with  more  lavorable 
ttrowth  prospects.  During  the  most  recent 
hall  decade,  (leneral  Mills  concentrated  on 
btiildini!  up  existing  operations,  developing 
new  products,  and  honing  its  marketini; 
talents.  The  success  ol  the  companv's  ellorls 
can  be  seen  in  the  record,  <  leneral  Mills'  sales 
have  outpaced  the  K'owth  ol  disposable  in- 
come in  every  year  since  1966,  KaminKs  per 
share  have  advanced  regularly  since  1969, 
The  dividend  has  expanded  more  than  'itl'' 
since  the  start  oltheiiecade,  Weexpect  these 
uptrends  to  be  maintained  both  this  year  and 
over  the  next  :i  to  'i  years. 
The  balance  shrri  is  sound.  (General  Mills 
rjitfs  l4-^  tAbovc  .-XxcrnKci  l<tr  overall  linan- 
» i^il  stri'n|!th    AlthmiKh  the  tomiiany  s  delit- 


Io-t'HUtl>'  r;ilM»  IS  less  ('iniservtilix'c  than  those 
III  many  other  food  processors.  (General  Mills 
Itds  iiscil  its  borrowings  well,  successfully  in- 
vi'stini;  ihi'  proceeds  of  its  I'lnancinKs  to  earn 
^1  much  higher  return  than  the  cost  of  the 
ijipitiil.  The  sleep  decline  in  agricultural 
coininodity  prices  over  the  last  year  has 
allowed  a  marked  reduction  in  inventories 
and  short-term  debt,  which  has  improved  the 
company's  cash  position.  ^^ 

General  Mills  shares  appear  reasonably 
priced,  selling  as  they  do  dose  to  their  "cash 
How  "  Value  Ijne,  Krom  the  current  level,  the 
stock  is  expected  to  perlorm  about  in  line 
with  the  market  over  the  next  12  months,  ns 
it  has  been  doing  most  of  the  time  since  the 
end  of  I97:t.  I^mg-term  capital  gains  poten- 
tial is  satisfactory,  and  combined  with 
prospects  for  a  steadily  expanding  dividend, 
the  stock  could  provide  a  worthwhile  total 
reltirn  over  the  next  '^  to  'i  years,  I'  M  A 
amaiK  Waa  la««  htm  PiitH  MiiiImI  ty  PiUaM  H» 

It7>  1174  !•?•  UN 
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ICI  Next  div  d  meeting  about  Mar  24 
Goes  «■  about  Apr  5  O'v  d  payment 
dates    Feb    1    May  1    Au9    1    Nov   1    ■ 


d  reinvestment  plan  available 
ID)  Excludes  intangible  assets  of  S146  2 
mill    $3  00  a  sh   .n    75 
(CIChangedloLIF0'or40%  of  invin   75 


Pr(«»  Subliny  /Seal*  lrom\  gg 

Qrowtfi  PcraOMno*  V  100  to  6  / 
larwtneo  P»«<lct«bllHv:  Highest 


SPECIAL  INVITATION 

You  can  receive  the  Investors  Ref- 
erence Service  containing  the  latest 
full-page  Reports  on  1600  stocks— as  a 
BONUS— with  a  12-week  introductory 
subscription  to  the  Value  Line  Survey  at 
almost  50%  off  the  regular  rate  ...  if  no 
one  in  your  household  has  been  a  sub- 
scriber in  the  past  two  years. 

PLUS  THIS  EXTRA  BONUS 

....  the  64-page  booklet,  "Investing  in 
Common  Stocks  with  the  aid  of  The 
Value  Line  Investment  Survey  and 
other  Criteria  of  Stock  Value,"  by  Ar- 
nold Bernhard,  Research  Chairman  of 
The  Value  Line  Investment  Survey. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  in  accepting  this 
special  offer.  If  you  are  not  completely 
satisfied  with  The  Value  Line  Invest- 
ment Survey,  just  return  the  material 
you  have  received  within  30  days  for  a 
full  refund  of  your  subscription  fee. 


To  accept  this  invitation,  fill  in  and  mail 
the  coupon  today.  We'll  send  the  latest 
weekly  Value  Line  (including  the  Sum- 

^-^  mary  of  Advices  on  1600  stocks)  to  you 
^2  J  ^y  prompt  return  mail,  and  your  bonus 

^.^  1800-page  Investors  Reference  Service 
will  be  shipped  to  you  by  special  handl- 
ing. Act  now. 


SJ 


'/  ^^ 


16.  Key  Growth  Rates,  showing  the 
average  annual  percentage  change 
over  the  past  10  years,  the  past  5  years, 
and  estimated  into  the  future. 

17.  Current  1>osition,  breaking  down 
the  company's  Current  Assets  vs.  Cur- 
rent Liabilities,  with  latest-three-year 
comparisons. 

18.  Company's    Capital    Structure, 

including  Earnings  Coverage  of  interest 
on  long-term  and  short-term  debt,  and 
Pension  Liability. 

19.  Insider  Activity,  showing  the  num- 
ber of  buying  and  selling  decisions  by 
insiders  in  their  own  company's  stock 
in  each  of  the  past  15  months. 

20.  Investment    Company    Holdings, 

detailing  how  many  major  funds  have 
held  how  many  shares  of  this  stock  in 
each  of  six  recent  quarters. 


SUMMARY-INDEX  (Weekly) 

In  addition  to  full-page  Reports  like  this 
on  each  stock  every  13  weeks,  certain 
data  and  ratings  on  ALL  1600  STOCKS 
are  UPDATED  EVERY  WEEK  for  you  in 
Value  Line's  weekly  Summary  of 
Advices . . .  including  each  stock's  Re- 
cent Price,  next-12-months  Price  Per- 
formance Rank,  3-to-5-year  Apprecia- 
tion Potential,  Yield,  P/E,  and  latest 
quarterly  results.  With  Value  Line,  you 
are  never  "left  hanging." 

Regular  weekly  Value  Line  service  also 
includes  the  Selection  &  Opinion 
section— giving  Value  Line's  forecast  of 
Business  and  the  Stock  Market  and  the 
investment  strategy  Value  Line  recom- 
mends currently— with  a  detailed 
analysis  of  an  Especially  Recom- 
mended Stock  plus  a  wealth  of  invest- 
ment background  including  Value  Line 
Stock  Market  Averages. 


The  Value  Line 
Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc., 
5  E.  44th  St.,  New  York,  N.Y.  10017 

D  Begin  my  special  12-week  trial  to  The 
Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send 
me  the  Investors  Reference  Service  and 
the  booklet  "Investing  in  Common 
Stocks"  as  a  bonus.  My  check  or  money 
order  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by 
payment.) 

Dl  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus.  Investors  Refer- 
ence Service  and  the  booklet,  "Invest- 
ing in  Common  Stocks"  ior  $248.  (There 
are  no  restrictions  with  this  offer.) 

D  Payment  enclosed. 

D  Bill  me  for  $248. 

GUARANTEE:  If  dissa'isfied  for  any  rea- 
son, I  may  return  the  material  within  30 
days  for  a  full  refund  of  the  fee  I  have  paid. 

216E15 

Signature 

Name  (please  print) 


Address 


Apt.  No. 


City 


State 


Zip 


Not  assignable  without  subscriber's  con- 
sent. Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY  resi- 
dents add  applicable  sales  tax.) 


Money  &  Investments 


Neuberger 
of  Guardian 


We  have  too  many  issues  in  the 
fund.  I'll  admit  it,"  says  Guard- 
ian's short,  peppery  founder-boss,  Roy 
R.  Neuberger,  72.  "It's  just  my  way,  a 
personality  factor.  It's  the  nature  of 
the  beast.  I'm  an  old-fashioned  pro- 
fessional trader."  Neuberger  immedi- 
ately grabs  a  book  of  graphs.  "But 
what  I  do  works!  Look  at  our  record 
since  1950  [when  the  fund  was 
founded]!  I've  been  operating  so  long, 
I'm  very  sensitive  to  the  market." 

Neuberger  once  aspired  to  be  a 
painter,  but  lacking  the  talent,  he  set- 
tled for  collecting.  "The  only  way  I 
could  do  that  was  to  get  rich,  and  in 
1929  Wall  Street  looked  like  the  place 
to  do  it."  One  of  his  first  and  proudest 
trades  was  to  short  RCA  near  its  pre- 
crash  high.  "I  learned  the  value  of 
shorting  and  hedging  with  that." 

Neuberger  survived  the  Depression 
and,  in  1940,  started  his  own  firm, 
Neuberger  &  Herman.  Today  the 
company  manages  several  hundred 
million  dollars  mainly  in  individual  ac- 
counts, and  its  subsidiary,  Cedar 
Street  Consultants,  manages  four 
funds  with  combined  assets  of  $240 
million.  Neuberger  did  get  rich,  and 
today  has  one  of  the  foremost  collec- 
tions of  contemporary  American  art; 
there's  even  a  museum  named  after 
him  at  State  University  of  New  York's 
Purchase  campus  that  houses  hun- 
dreds of  his  items. 

As  Neuberger  admits,  his  approach 


Trade  Like  Crazy? 


Which  of  the  two  is  the  best  way  to 
do  well  in  the  stock  market?  Before 
jumping  to  an  answer  please  read  on: 
There  are  two  very  good,  fairly 
small  mutual  funds  known,  respective- 
ly, as  Guardian  Mutual  Fund  (New 
York  based,  assets:  $60  million);  and 
Penn  Square  Mutual  Fund  (Phila- 
delphia based,  assets:  $160  million). 


Both  have  enviable  records.  In  1971- 
75,  when  the  mutual  fund  industry 
average  was  up  by  only  3%,  Guardian 
appreciated  by  37%,  Penn  Square  by 
28%,  So  far  this  year.  Guardian  is  up 
18%,  Penn  Square  20%.  Besides  being 
small,  the  two  funds  are  both  no-load 
and  both  shun  the  high  price/earn- 
ings ratio  glamour  stocks. 


could    be    considered    old-fashioned. 

"I  like  stocks  with  a  tangible  prod- 
uct," says  Neuberger.  He  also  likes 
them  with  a  low  P/E:  Guardian's 
portfolio  brims  with  companies  in 
such  industries  as  oil  and  gas,  metals, 
machinery  and  utilities. 

Neuberger  also  knows  what  he 
doesn't  like.  "I  don't  like  the  major 
electronics  companies,  such  as  Texas 
Instruments  and  Hewlett-Packard  be- 
cause their  multiples  are  too  high. 
American  Home  Products  and  Ameri- 
can Hospital  Supply  are  overpriced." 

Go  over  Guardian's  portfolio  for 
recent  years,  and  the  same  stocks  keep 
appearing,  disappearing,  reappearing. 
In  the  quarter  ended  this  January, 
Neuberger  eliminated  27  issues,  in- 
cluding Chase  Manhattan  Corp.,  Ma- 
rine Midland,  Allied  Chemical,  W.R. 
Grace,  General  Electric,  International 
Harvester,  Alcan  Aluminium,  Occi- 
dental Petroleum,  Goodrich  and 
FMC.  He  added  22  stocks  including 
American  Standard,  ITT,  Northwest 
Industries,  Pittston,  Joy  Manufactur- 
ing, Polaroid  and  Comsat. 

Untypical?  Not  at  all.  For  example, 
in  Guardian's  1975  first  quarter,  Neu- 
berger sold  3,100  shares  of  Engelhard. 
The  following  quarter  he  bought 
9,500  shares,  but  a  few  months  later 
eliminated  the  position  entirely.  In  the 
last  three  months  of  1975,  he  bought 
and  sold  shares  in  Airco,  Alcan  Alu- 
minium, Cutler-Hammer,  Dresser  In- 
dustries, Northern  Natural  Gas,  J. P. 
Stevens  and  Williams  Cos. 

Too  much  trading?  Well,  look  at 
the  results. 

"I  have  respect  for  the  market,"  says 
Neuberger.  "It  is  dangerous,  and 
when  I'm  in  doubt  I  do  cut  my  posi- 
tions. For  instance,  I  loved  National 
Steel  seven  or  eight  months  ago,  but 
recently  I  cut  my  position  in  half." 
Reason:  "I  felt  the  steels  were  getting 
too  popular." 

"Neuberger  strikes  me  as  an  old 
salt  who  uses  the  seat  of  his  pants 


more  than  he  does  in-depth  anal- 
ysis," says  one  successful  mone>' 
manager.  "I'm  bored  by  commonplace 
research,"  Neuberger  says.  "You  real- 
ly don't  need  this  great,  big,  elaborate 
business  of  writing  50-page  tomes 
about  something  you  could  talk  about 
in  three  lines." 

It  was  this  preference  for  gut  feel- 
ing over  labored  reasoning  that 
prompted  Neuberger  to  unload 
Guardian's  holdings  in  the  Japan 
Fund  in  1970.  "We  did  beautifully 
with  Japan  Fund  in  1969.  It  was  go- 
ing up  and  the  market  here  down. 
Then  I  went  to  Japan,  and  the  peo- 
ple there  were  talking  about  earnings 
in  1970-71,  and  projecting  them  quar- 
ter by  quarter  just  like  the  analysts 
were  doing  here.  I  got  really  scared 
and  sold  my  position  fully."  He  didn't 
buy  in  again  until  January  1975. 

"When  the  public  and  the  profes- 
sionals and  everyone  else  are  abso- 
lutely sure  of  some  security,  you 
know  that  stock  has  had  enough," 
says  Neuberger.  "When  a  stock  is  grow- 
ing and  sells  at  10  to  15  times  earn- 
ings, you  buy  it.  When  it's  40  times, 
there  is  no  subtlety  to  it.  You  sell  it." 

When  once  asked  how  he  goes 
about  finding  "the  best  values,"  Neu- 
berger replied:  "charts,  the  tape,  eco- 
nomic trends,  politics,  friends." 
Charts?  "I  look  at  charts,"  he  says. 
"I  don't  think  they're  a  dirty  word.". 
When  asked  for  an  example  of  a 
stock  he  bought  based  more  on  charts 
than  on  fundamentals,  he  throws  up 
his  arms  and  exclaims,  "I  refuse  to 
gi\e  testimony!" 

Neuberger  likes  to  pick  other  peo- 
ple's brains.  "I  had  lunch  the  other 
day  with  a  money  man,  now  retired, 
but  still  with  it,  and  he  mentioned 
two  stocks.  One  was  kind  of  new  to 
me,  Gardner-Den\er."  Neuberger 
bought  G-D  for  both  the  fiiiul  and 
other  accounts. 

Neuberger's  touch  isn't  infallible. 
Wliite     Motor     is     one     cxainplc     "I 
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^Xi  Marsh  &  McLennan  offices 
are  created  equal 


DOOOOOODOOOO 


Except  one. 


lat  makes  one  office  exceptional  is  the  fact  that  it's  your  local  Marsh  &  McLennan  office.  Close  to 
u,  your  business,  your  needs.  D  Even  so,  it's  even-up  in  expertise  with  all  of  the  other  Marsh  G 
:Lennan  offices...thanks  to  our  technical  services  operations.  D  This  means  each  of  our  offices 
1  tap  the  full  resources  of  the  company's  extensive  technical  and  professional  skills  in  such  areas 
accident  and  fire  prevention,  compliance  with  OSH A  and  EPA  regulations,  even  employee  safety 
ining.  Consider  how  this  can  help  you.  Corporate  risk  management  problems  often  call  for  highly 
scialized  solutions,  which  local  Marsh  &  McLennan  offices,  working  with  technical  services  oper- 
ons  specialists,  are  equipped  to  deliver.  For  all  our  clients.  Everywhere.  D  It's  a  big  promise  that 
ch  of  our  international  network  of  offices  is  able  to  keep.  D  The  more  you  know  about  Marsh  & 
zLennan,  the  more  you'll  know  how  we  got  to  be  the  world's  leading  insurance  broker. 


/hen  it  comes 
>  insurance) 

Kimetx) 
e  leader. 


Money  And  Investments 


The  Market  Outlook 


Four  Speculative  Stocks 


By  Sidney  B.  Lurie 


I 


l)elie\e  this  business  reco\ei">-  has 
a  long  way  to  go  and  that  the  best  is 
yet  to  come.  It's  not  just  that  the  im- 
mediate business  news  is  good  and 
that  signs  of  inipro\ement  are  ap- 
pearing on  ahnost  e\ery  front.  Rath- 
er, I  beUeve  that  there  is  reaUty  to 
the  better  national  mood.  For  exam- 
ple, consumer  income  is  much  im- 
proved, and  consumer  demand  for  in- 
stallment credit  has  boomed.  Bearing 
in  mind  that  increased  earnings  his- 
torically have  been  followed  by  rising 
plant  and  equipment  expenditures 
and  that  corporate  profits  should 
reach  a  new  peak  this  \ear,  a  sharp 
upturn  in  capital  goods  spending  lies 
ahead.  And  there  are  signs  that  the  up- 
ward trend  in  residential  building  will 
be  e\'en  stronger  than  anticipated. 

Although  there  is  a  dangerousK- 
wide  differential  between  l)ond  and 
stock  yields,  the  probability  is  that 
bond  yields  will  decline  and  stock 
yields  increase  as  a  result  of  dividend 
increases.  In  like  vein,  although  every 
economic  reco\'ery  has  been  accom- 
panied by  higher  industrial  prices,  I 
still  believe  that  1976  will  show  a 
much  smaller  rate  of  price  increases 
than  1975.  The  problems  which  con- 
tributed to  the  price  explosion  of  past 
years,  the  release  of  pent-up  cost  pres- 
sures and  a  boom  in  fuel  prices, 
aren't  on  the  horizon  today. 

Opportunities  Abroad 

Meanwhile,  I  think  that  the  most 
recent  burst  of  stock  market  enthusi- 
asm is  more  than  just  an  aborti\e 
move  into  a  ten-year  ceiling  area— 
particularly  in  the  case  of  stocks  with 
a  special  story.  For  example,  ever>- 
woman  knows  the  Coty  line  of  fra- 
grances and  the  Leeming/Pacquin 
line  of  creams  and  lotions.  But  con- 
Mr.  Lurie  is  a  partner  in  the  New  York  Stock 
Exchange  firm  of  Josephthal  &  Co. 


sumer  products  contribute  only  8%  of 
Pfizers  total  U.S.  sales;  15%  of  the 
company's  worldwide  sales  are  in 
animal  health,  seed  and  poultry  prod- 
ucts, 15%  in  specialty  chemicals  and 
50%  are  in  pharmaceuticals.  The  fact 
that  57%  of  sales  and  85%  of  1975 
operating  earnings  were  obtained  out- 
side the  U.S.  could  be  more  a  plus 
than  a  minus:  An  impro\  ing  world- 
wide standard  of  lixing  spells  greater 
opportunities  abroad  than  in  the  U.S. 
Another  interesting  factor:  Pfizer 
is  one  of  the  few  companies  now  mak- 
ing deli\eries  of  a  computer-related 
body  scanning  de\ice  that  could  re- 
place traditional  X-ra\-  techniques 
and  which  has  a  huge  sales  potential. 
Pfizer's  profits  in  1974  were  $2.10  per 
share,  and  the  stock  (around  30)  has 
an  ainnial  di\  idend  of  84  cents. 

Billion-Dollar  Market 

Varian  Associates  (around  15,  pay- 
ing 20  cents)  could  be  an  interesting 
speculation,  and  not  just  because  this 
high  technology  company  may  earn 
$1.25  to  $1.50  per  share  this  fiscal 
year  as  against  $1.11  in  the  year 
ended  September  1975.  Of  great  in- 
terest is  the  fact  that  the  medical  in- 
strument di\ision,  which  contributes 
about  12%  of  X'arian's  total  sales  \o\- 
ume  and  whose  sales  ha\e  tripled  in 
the  past  three  years,  could  become 
the  tail  that  wags  the  dog:  The  com- 
pany has  introduced  two  analytical 
de\ices  that  can  tap  a  potential  mar- 
ket of  $1  billion  or  $2  billion.  One  is 
an  ultrasonic  scanner  which  permits 
cardio'cgists  to  watch  directly  the  ac- 
tion of  the  heart;  the  other  is  the 
computerized  tomograph  mentioned 
abo\e,  which  Pfizer  is  also  market- 
ing. \'arian's  medical  linear  accelera- 
tors are  the  best  devices  used  for  the 
treatment  of  cancer  by  radiation.  If 
the  company's  medical  instrument  di- 
vision "takes  off,"  it  will  be  a  high- 
profit-margin  business. 

Lykes-Youngstown  is  the  nation's 
eighth-largest  steelmaker  and  has  in- 
teresting speculative  possibilities  at 
around  21.  The  full  payoff  of  an  ex- 


pansion and  modernization  program 
that  will  reduce  operating  costs  and 
increase  production  capacity  of  the 
company's  oldest  faciUties  will  prob- 
ably not  show  up  for  another  two 
>'ears,  but  I  believe  the  return  on  this 
investment  alone  could  eventually 
come  close  to  duplicating  the  peak 
profit  of  $12.31  per  share  reported  in 
1974.  Assuming  prices  are  increased 
in  flat  rolled  steel  products  (63%  of 
last  year's  steel  shipments)  and  that 
demand  continues  to  improxe,  pri- 
mary earnings  this  year  could  be  in 
the  $7-plus-per-share  area,  as  against 
$5.73  last  >ear. 

Boom  In  Profits 

I  can  also  see  speculati\e  merit  to 
B.F.  Goodrich  (around  26,  paying 
$1.12).  The  company  has  measurably 
impro\ed  its  efficiency  in  its  tire  pro- 
duction, and  the  outlook  for  its  tire 
business  is  excellent  for  this  year  and 
the  next.  More  importantly,  howe\er, 
a  major  turnabout  has  taken  place  in 
the  pol\\inyl  chloride  plastics  busi- 
ness, where  Goodrich  is  the  nation's 
largest  manufacturer  and  which  ac- 
counts for  about  20%  of  the  industry's 
output.  PVC  production  and  sales 
will  probably  reach  an  alltinie  peak 
in  1976,  which  means  this  division's 
operating  profits  could  approach  the 
$75-million  to  $101-million  area  re- 
ported in  1973  and  1974,  respective- 
ly, vs.  only  $20  million  last  year.  I  be- 
lieve B.F.  Goodrich  could  earn  $4  or 
so  per  share  this  year,  as  against 
$1.65  in  1975. 

In  short,  I  continue  to  believe  that 
in\estor  interest  will  broaden  to  a  wid- 
er range  of  issues,  and  that  many 
companies  will  report  explosive  earn- 
ings gains  in  1976,  with  the  hope  for 
e\en  more  in  1977.  The  stock  market 
—like  any  leading  department  store- 
may  be  said  to  offer  something  for 
everyone's  objectives  and  require- 
ments. Although  there  are  massi\e 
budget  deficits  in  all  of  the  major  in- 
dustrial nations,  the  world  may  be  re- 
turning to  an  era  of  lessening  infla- 
tion and  of  good  economic  grow  th.  ■ 
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The  need: 

Imaginatively  designed  original  equipment 

for  cars  and  truclcs. 


The  lUde  response: 

Dura  products  for  this  fast-moving  marlcet. 


For  almost  as  long  as  there  have 
been  automotive  manufacturers  — 
over  a  half  a  century— there  has 
been  a  Dura.  This  Kidde  division  is 
the  largest  independent  producer 
of  manual  and  power  side,  tailgate, 
and  vent  window  regulators.  And 
an  important  innovator  of  such 
new  car  original  equipment  as 
scissor  jacks,  track  bars,  seat 
latches.  Lumbar  seat  actuators, 
bumper  shock-absorbing  mounting 
plates,  and  suspension  system 
components. 

Dura  is  also  a  major  factor  in 
original  equipment  for  trucks, 
trailers/cabs  and  campers.  Pro- 
viding such  time-tested  items  as 
"Page"  heavy  duty  truck  suspen- 
sions, manual  window  regulators, 
battery  box  covers  and  supports, 
hood  latches,  camper  tie-down 


assemblies,  and  light  truck  step 
bumpers. 

The  Dura  secret  has  been  re- 
sponsiveness. As  automotive  tech- 
nology and  styles  evolved.  Dura 
responded  to  the  ever-changing 
needs  of  car  and  truck  makers. 
Creatively.  Quickly.  Economically. 
And  as  the  automotive  market 
moves  back  into  high  gear,  Duras 
position  grows  even  stronger. 

To  learn  more  about  Dura  and 
other  responsive  Kidde  divisions, 
write  for  our  annual  report.  Walter 
Kidde  &  Company,  Incorporated, 
Nine  Brighton  Road,  Clifton, 
New  Jersey  07015. 


We  drove  this  21^2  ton  Rolls  Royce  Corniche  ovi 


The  point  is  that 
paper  can  be  stronger 
than  you  think. 
Especially  if  it's  in  the 
form  of  corrugated 
box  material. 

The  roadbed  of 
this  bridge  was  made  out  of  six  layers  of  triple- 
wall  corrugated— a  material  which  St.  Regis 
is  a  major  producer  of.  The  verticals  were  made 
of  five  layers,  and  the  triangles  of  four. 

Triplewall  is  made  up  of  three  layers  of 
the  corrugated  "medium"  and  four  layers  of 
linerboard,  as  shown  below.  And  it  can  with- 
stand 1, 1 00  lbs.  per  square  inch  of  puncture 
pressure  on  its  side.  And  on  its  edge,  a 
12  X  12  in.  piece  can  take  930  lbs.  — - 

A  mere  seven  layers  of  paper!  ":  ^  ^ 

What  makes  corru-  ^  ^  ^^^  -^^  a  ^ 

gated  so  strong? 

The  strength  of  cor 
rugated  isn't  only  in  the 
paper  itself.  It's  the  structure. 
The  shape  of  the  medium  is  one  of  the 
strongest  structures  known.  In  Colonial 

«  COPYRIGHT  1976  ST.  REtfiS  PAPER  COMPANY.  150  EAST  <2N0  STftEET,  NY.,  NY.  10017.  ALL  RIGHTS  flESEflVEO. 


Virginia  walls  like  the  one  shown  here,  wen 
built  in  the  corrugated,  or  serpentine  form. 
And  they're  still  standing  today,  although 
they're  only  one  brick  thick. 

The  greatest  strength  of  corrugated  is  i 
the  vertical  direction, 
where,  as  long  as  it 
maintains  the  vertical— 
which  the  box  shape 
tends  to  help  it  do— it  will 
support  phenomenal  weights. 
How  corrugated  is  made. 
Corrugated  is  a  sand- 
wich. A  wavy  corrugated  medium 
is  squeezed  between  two  rollers 
with  meshing  teeth  as  shown  on 

the  right.  That's  the  meat  of  1 

sandwich.  The  bread  is  tv 

layers  of  heavy  paper  call 

linerboard.  These  three  a 

glued  together  and  the  result 

one  of  the  strongest  and  most  versi 

packaging  materials  around. 

Of  course,  you  can  also  make  corrugat( 

with  two,  or  even  three  layers  of  medium— a 


iridge  made  entirely  of  paper  to  prove  a  point. 


d  for  our  bridge.  And  the  mediums  in  our 

wall  are  a  combination  of  different 

nesses. 

lew  wrinkles  for  corrugated. 

Jince  it  was  patented  in 

,  corrugated  has  been 

f  the  mainstays  of  the  Ameri- 

istribution  system.  In  fact,  the 

gated  box  is  one  reason  we 

the  most  efficient  distribution  system  in 

orld.  With  it  you  can  ship  products  over 

cceptionally  long  distances  we  have  in 

ountry,  efficiently  and  cheaply. 

>t.  Regis  has  had  its  share  of  innovations  in 

sld.  Partly  because  we're  one  of  the  largest 

Ts  of  linerboard  in  the  world.  And  partly 

jse  of  our  technology  and  marketing  thrust 

\nd  we're  finding  a  lot  of  new  uses  for 

igated.  We're  out  to  replace  more  expen- 

jackaging.  Qne  of  its  greatest  advantages 

t,  unlike  packaging  made  of  steel  or  wood, 

in  ship  our  boxes  flat  to  the  customer.  So 

es  on  shipping  costs. 

Technology  and  marketing. 
\11  this  reflects  the  marketing  stance  of 


St.  Regis  toward  all  our  packaging,  paper  and 
lumber  and  construction  products.  To  put  the 
full  weight  of  our  technology  at  the 
disposal  of  our  marketing  effort. 

Because  we,  at  St.  Regis, 
believe  the  way  to  get  ahead 
is  to  have  the  products  of  the  future 
today. 

The  future  belongs  to  those  who  stay  up 
to  the  minute. 


IN  SPTTE  OF  TOUCH  E(X»40MIC  ODNDmONS  IN  1»75... 

NORTHERN  TELECDM  ANNOUNCES 

RECORD  SALES  AND  PROFTTS 

FOR  THE  3RD  STRAIGHT  YEAR. 


'^  "Sited  Sales  pass  BBonDoOar  Mark 
"^  Net  Earrdms  ticrease  26  percent 
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While  for  much  of  the  world's  industry  1975  was  a  year  they 

would  rather  forget,  for  us  it  was  another  good  year. 

It  was  the  third  year  in  succession  in  which  we  achieved  record 

sales  and  record  earnings.  It  was  our  first  billion-dollar 

sales  year.  Sales  reached  $1,018.4  million,  five  percent 

higher  than  those  of  1974  and  66  percent  higher 

than  those  achieved  in  1973. 

Net  earnings  were  $67.5  million,  26  jjcrcent  higher  than  those 

of  1974  and  111  percent  higher  than  earnings  of  1973. 

Earnings  per  snare  in  19/5  rose  to  $2.55  compared 

with  $2.05  in  1974  and  $1.35  in  1973. 

We  consolidated  our  position  m  the  second  largest 

manufacturer  of  telecommunications  equipment  in  North 

America— the  largest  outside  the  U.S.  Bell  System. 

We  continued  to  grow  and  expand  We  bought 

or  buih  six  new  factories  in  Canada  and 

the  United  States.  At  year-end,  we  operated  33  factories— 

24  in  Canada,  six  in  the  United  States  and 

one  each  in  Turkey,  Ireland  and  Malaysia. 

Our  products  continued  to  lead  the  market  in  key  areas. 


The  Pulse  electronic  private  automatic 

branch  exchange  is  the  market  leader  in  North  America. 

It  is  now  complemented  by  our  new  SL- 1  digital 

EPABX,  the  first  production  models  of  which 

came  off  production  lines  late  in  1975.  By  March  we  had 

orders  or  commitments  for  89  systems. 

The  SP- 1  electronic  central  office  switching  systems  continue 

to  outsell  all  other  systems  outside  the  Bell  System. 

To  date  more  than  1.2  million  lines  of  SP-1  have  been 

ordered  in  North  America  and  some  600,000  lines  are  in  service. 

We  completed,  and  cutover,  the  first  link  in  the  world's 

longest  commercial  digital  cable  transmission  system,  using 

our  LD-4  high-capacity  coaxial  cable.  LD-4  is  designed  to  provide 

circuits  for  over  20,000  simultaneous  two-way  telephone 

conversations  or  a  mix  of  TV,  data  and  voice  traffic. 

Those  are  but  a  few  of  the  highlights  of  Northern  Telecom's 

1975.  If  you  would  like  to  read  of  more  and  get  to 

know  more  about  us,  send  for  our  annual  report.  Write, 

Roy  T.  Cottier,  vice-president,  corporate  relations. 

Post  Office  Box  6123,  Montreal.  Que  H3C  3J5. 


AH  figures  reported  are  ir\  Canadian  dollars. 
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NORTHERN  TELKOM  LIMITED,  MONTREAL.QUEBEC 

THE  NEW  NAME  IN  WORLD  TELECOMMUNICATIONS. 

Prior  to  March  i,  Northern  Telecom  Limited  wa$  known  as  Northern  Electric  Companv.  Limited. 
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Commodities 


White-Knuckles  Trading 
in  Solanum  Tubersum 


By  Stanley  W.  Angrist 


l^otatoes,  unlike,  say,  hot  sausage 
>r  stuflFed  kishke,  rarely  produce 
leartbum.  But  don't  try  and  tell  that 
o  speculators  who  have  ventured  in- 
o  the  potato  market  anytime  since 
ast  summer.  Most  of  them  have  prob- 
ibly  given  up  everything  but  ant- 
icids  for  lunch. 

Potatoes  have  long  been  consid- 
'red  a  volatile  commodity.  More  of- 
en  than  not,  season  contract  highs 
'xceed  season  contract  lows  by  as 
nuch  as  100%  or  more.  When  you  le- 
-•erage  that  kind  of  price  swing  on 
.0%  margin  or  less,  you  find  specula- 
ors  who  were  on  the  right  side  of 
he  market  capturing  returns  of  700% 
n  a  month  or  so.  Even  in  commodity 
rading,  that  represents  a  pretty  ex- 
ceptional return. 

This  crop  year  seems  to  have  been 
►ne  of  almost  nothing  but  limit  moves 
n  the  Maine  potato  pit  at  the 
^ew  York  Mercantile  Exchange— with 
)rices  sometimes  touching  both  lim- 
ts  within  the  same  day.  (Because 
here  are  no  specialists  to  maintain 
in  "orderly  market"  in  the  commodi- 
ies  market,  each  commodity  has  a 
naximum  amount  by  which  its  price 
;an  change  up  or  down  from  the 
)revious  day's  plose.  Potato  prices  can 
lormally  mov§  up  or  down  one-half 
;ent  per  pound  or  $250  per  50,000- 
)ound  contract  in  a  day.  The  limit 
'xpands  after  two  successive  days  of 
)ne-half  cent  limit  movement. ) 

Mattered  Bears 

Speculators  love  commodities  that 
lave  a  lot  of  action,  but  this  year  I 
lave  heard  more  than  one  say  he 
Vas  going  to  seek  the  peace  and  quiet 

Stanley  W.  Angrist  is  a  professor  at  Carnegie-Mellon 
Iniversity  and  has  written  many  books,  including  one 
HI  commodities. 


of  the  belly  pit.  What  made  potatoes 
so  indigestible  this  year? 

It  all  started  last  summer  with  the 
U.S.  Department  of  Agriculture  Au- 
gust Crop  Report.  It  indicated  that 
the  potato  crop  would  be  below 
25.4  billion  pounds— even  less  than  the 
1973  crop,  which  gave  rise  to  one  of 
the  great  potato  bull  markets  of  all 
time.  Traders  holding  long  positions 
sat  back  and  watched  the  Maine 
May  contract  zoom  from  under  10 
cents  to  over  18  cents  per  po\ind  in 
less  than  a  month.  (The  rise  was 
worth  $4,000  per  contract  since  each 
penny's  change  for  a  potato  futures 
contract  is  equal  to  $500;  quite  a 
return  on  as  little  as  $500  margin.) 
The  bears  crawled  into  their  caves 
and  bled. 

Plunging  Prices 

Two  months  later,  trade  and  pub- 
lic speculators  eagerly  awaited  the 
U.S.  Department  of  Agriculture  Oc- 
tober Crop  Report.  It  was  expected  to 
show  a  crop  between  24.3  billion 
pounds  and  25.5  bilhon  pounds. 
Instead,  the  crop,  which  in  August 
had  been  expected  to  come  in  at  25.4 
billion  pounds,  had  grown  to  more 
than  26.6  biUion  pounds  by  October. 

Shortage  had  changed  into  surplus, 
and  before  you  could  say  "please  pass 
the  french  fries,"  the  bears  had  come 
to  life  and  charged  out  of  their  caves. 
Down,  down,  down  plimged  contract 
prices.  From  an  early  October  high 
of  19.15  cents  per  pound,  the  May 
contract  was  at  eight  cents  in  early 
December— equivalent  to  a  $5,500  loss 
on  a  contract. 

But  don't  put  away  the  Alka-Selt- 
zer.  The  dropping  prices  had  been  part- 
ly due  to  expectations  of  a  very  low 
rate  of  usage,  but  in  mid-December, 
when  the  first  report  of  the  season  on 
potato  stocks  came  out,  the  "disap- 
pearance" (that  is,  consumption) 
turned  out  to  be  better  than  expected. 
May  contract  Maine  potatoes  were 
back  to  17  cents  a  pound  by  the  end 
of  January. 

Then,  thud!  By  early  March,  May 


Maine  potatoes  were  back  down  to  11 
cents  a  pound.  What  happened  was 
this:  Normally  exports  are  not  im- 
portant, but  Europe  had  a  severe  po- 
tato shortage  and  this  changed  the 
picture.  European  Economic  Com- 
munity countries  normally  prohibit  im- 
port of  U.S.  potatoes,  but  third-party 
countries  get  around  this  by  buying 
potatoes  in  the  U.S.,  then  exporting 
their  own  to  Europe.  Everyone  ex- 
pected this  to  happen,  and  it  was  re- 
flected in  the  price.  However,  the  bulls 
faced  the  problem  of  turning  rumored 
exports  into  reahzed  shipments.  The 
expected  shipping  reports  didn't  ap- 
pear and  export  hopes  faded.  Exit 
bulls.  Enter  bears. 

Wliat  now,  now  that  we  are  in  the 
last  month  of  trading  in  the  May  con- 
tract? The  USDA  stocks-on-hand  re- 
port out  early  last  month  was  mildly 
bullish,  I  think.  Potato  stocks  for  the 
whole  U.S.  were  only  5%  lower  than  a 
year  earlier,  but  stocks  o^  Maine  po- 
tatoes were  down  30%— and  only  po- 
tatoes raised  in  Maine  can  be  deliv- 
ered against  the  Maine  contract.  The 
reason  I  say  this  is  only  "mildly"  bull- 
ish is  that  the  disappearance  figures 
made  a  complete  turnaround  from 
their  optimistic  showing  in  the  De- 
cember report;  it  was  7%  behind  the 
year  before  for  the  fall  crop. 

A  Last  Fling? 

So,  at  this  point  anything  can  hap- 
pen. If  additional  sales  to  Europe  de- 
velop, the  price  could  trke  off  again 
—given  the  relatively  low  level  of 
Maine  potato  stocks.  It  is  tempting  to 
take  a  fling  at  this  point  because  po- 
tato prices  have  been  known  to  do 
wild  things  in  their  final  days  of  trad- 
ing. If  you  do  feel  like  a  fling,  you 
might  want  to  take  a  long  position  in 
the  ll-cent-to-12-cent  range,  risking 
no  more  than  $750  per  contract  on 
the  trade.  But  even  this  would  be 
crap-shooting,  and  a  more  cautious 
man  might  well  let  the  highrollers 
have  the  May  contract  and  the  Alka- 
Seltzer  all  to  themselves  in  its  fi- 
nal days.  ■ 
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When  Gulf  ^Western 
wanted  to  improve 
cash  flow... 

it  came  to  MacDonald. 

Like  all  management,  Gulf+Western  Industries  is  vitally  concerned  with  continually  improving  operations  — 
including  cash  flow,  working  capital  turns  and  return  on  investment  performance. 

When  its  1975  business  plan  was  formulated,  the  corporation  included  an  ambitious  cash  flow  target  for 
the  Manufacturing  Group. 

The  new  goal  came  on  top  of  years  of  steady  improvement  in  Manufacturing's  key  performance 
indicators.  Working  capital  turns,  for  example,  had  been  raised  27  per  cent  during  the  previous  three  years 
and  stood  at  4.7  —  results  developed  through  the  disciplined  use  of  every  conventional  management 
technique. 

Obviously,  meeting  1975's  cash  flow  challenge  demanded  an  unconventional  approach.  Knowing  that 
problems  are  solved  by  people,  not  machines  —  and  that  motivated  people  solve  problems  better  — 
The  E.  F.  MacDonald  Incentive  Company,  the  people  experts,  were  brought  in. 

Together,  G+W  and  MacDonald  developed  what  is  believed  to  be  the  first  employee  motivation  program 
specifically  designed  to  stimulate  cash  flow. 

Results:  At  the  end  of  the  15-month  program.  Manufacturing  not  only  met  its  cash  flow  goal,  but  substantially 
exceeded  it. 

Gulf+Western  was  pleased,  but  not  just  because  of  the  "new"  cash  that  had  been  generated.  Hundreds 
of  employees  at  some  90  plant  locations  were  now  more  conscious  of  the  importance  of  day-to-day  asset 
management  —  a  new  awareness  that  will  benefit  the  company  for  years  to  come. 

MacDonald  know-how  is  geared  to  helping  people  raise  their  sights  —  to  making  people  want  to  become 
plus  performers,  regardless  of  the  task  at  hand. 


Put  this  power  of  MacDonald  motivation  to  work  for  you.  Get  in  touch  with: 

Mr.  James  F.  Noss,  President 

THE  E.  F.  MACDONALD  INCENTIVE  COMPANY 

129  South  Ludlow  Street 

Dayton,  Ohio  45402 

(513)  226-5002 


Sales  Offices: 

Albany 

Atlanta 

Bloomington 

Boston 

Chicago 

ALSO 

Australia 


Cleveland 
Clifton.  N  J 
Dallas 
Dayton 
Detroit 


Canada  (Affiliate) 


East  Lansing 
Hartford 
Houston 
Indianapolis 
Kansas  City 


France 


Los  Angeles 
Milwaukee 
Minneapolis 
Nashville 
New  York 


Great  Britain 


Omaha 
Philadelphia 
Pittsburgh 
Rochester 
San  Francisco 


Italy 


South  Bend  j 

Washington.  D  C' 


West  Germany 


Money  And  Investments 


Tactful 

And 

Fact-Full 


Ib'  your  name  were  Thomas 
E.  Dewey  Jr.  you  could,  of 
course,  go  into  politics.  You'd 
have  plenty  of  company:  Jer- 
ry Brown  in  California,  Harry 
Byrd  in  Virginia,  Adlai  Steven- 
son III  in  Illinois.  On  the  oth- 
er hand,  you  might,  like 
Thomas  E.  Dewey  Jr.,  remem- 
ber "the  embarrassment  and 
the  people  calling  you  names,"  and 
take  up  something  quite  different. 

In  the  fall  of  1956,  when  he  was 
23,  Tom  Jr.  was  all  set  to  go  to  law 
school  (like  his  father)  when  he 
looked  at  the  course  list  and  discov- 
ered there  was  nothing  on  it  that  in- 
terested him.  "I  decided  I  wanted  to 
go  into  business,  right  away. 

"My  father  didn't  care  if  I  was  a 
ditchdigger,  as  long  as  I  was  the  best 
ditchdigger.  But  he  did  think  I  should 
at  least  go  to  business  school.  With- 
out an  education,  he  said,  I'd  always 
have  one  hand  tied  behind  my  back. 
We  had  a  long,  all-night  session;  fi- 
nally I  agreed  that  I  had  always  wanted 
to  go  to  business  school. 

"My  father  had  an  astonishing 
knack  of  getting  people  to  do  what 
he  wanted  and  then  convincing  them 
it  was  what  they  had  wanted.  Though 
it  flies  in  the  face  of  his  public  im- 
age, he  was  particularly  good  in 
terms  of  personal  relationships." 

Dewey,  now  43,  apparently  inherit- 
ed that  knack.  He  is  turning  it  to 
profitable  use  as  a  professional  hand- 
holder,  giving  financial  advice  to  cli- 
ents who  don't  need  the  full  services 
of  a  regular  investment  banker.  "My 
job  changes'  from  one  thing  to  an- 
other as  the  phone  rings,"  says  Tom 
Jr.,  a  much  taller,  broader  version  of 
his  late  governor-father— with  watch 
chain  but  sans  moustache. 

This  January  he  gave  up  a  lucra- 
tive si.x-figure  partnership  at  Kuhn, 
Loeb,  where  he'd  worked  ever  since 
finishing  Hars'ard  Business  School,  to 
form  his  own  two-man  firm,  Thomas 
E.  Dewey  Jr.  &  Co.  Inc.  Why  the 
change?  "I  was  working  harder,  trav- 
eling more,  and  for  what?  I  don't  want 
to  wind  up  at  60  with  a  pile  of 
monev  and  no  life."  Now  he  can  work 


Thomas  E.  Dewey  jr. 

at  his  own  pace,  just  hard  enough  to 
support  his  apartment  off  Park  Avenue 
and  his  country  house  in  Scarborough- 
on-the-Hudson,  N.Y. 

His  idea  was  to  fill  the  gap  some- 
times left  by  investment  bankers  as 
they  become  more  modern,  more  com- 
petitive—and less  able  to  take  the  time 
to  hold  clients'  hands.  "As  these  in- 
vestment firms  grow,  they  want  to  be 
full  time,  so  they  carry  a  substantial 
number  of  marginal  or  even  losing 
lines,"  he  says.  "This  forces  them  to  go 
after  yet  more  underwriting  business 
just  to  keep  even.  Handholding  falls 
by  the  wayside." 

In  his  handholding,  Dewey  neither 
has  nor  strives  for  what  might  be 
called  a  bedside  manner;  he  is  too 
direct  and  matter  of  fact  for  that. 
IT  only  gives  him  added  credibility: 
When  you  are  paying  hundreds  of 
dollars  an  hour  for  advice,  you  will— 
if  you  are  smart— be  willing  to  dis- 
pense with  the  small  talk  and  the 
frou-frou. 

"Our  first  priority  is  the  handhold- 
ing, giving  advice  to  people  who  most- 
ly need  only  advice— not  deals  or  se- 
curities sales  or  those  studies  done 
for  corporations  purely  as  padding  for 
their  files. " 

Dewey,  with  his  financial  negotiat- 
ing background,  sticks  to  advising 
companies  on  how  to  deal  with  the 
outside— bankers  and  other  creditors, 
security-holders,  partners  in  a  deal, 
the  Internal  Revenue  Service— rather 
than  the  sort  of  inside  work  a  man- 
agement consultant  would  handle. 
Well-known  and  trusted  on  Wall 
Street,  he  can  often  establish  more 
credibility  for  his  clients  than  they 
could.  In  effect,  Dewey  works  like  an 
advance  man  for  a  politician,  position- 
ing his  client  to  maximum  advantage. 


As  he  points  out  with  satis- 
faction: "You  don't  get  your 
name  in  the  papers." 

In  particular,  Dewey  &  Co. 
specializes  in  companies  in 
trouble,  a  type  of  client  in- 
vestment bankers  tend  to 
shim.  There's  no  prestige  in 
working  for  them;  they  might 
not  pay  and,  Dewey  adds, 
"It's  almost  certain  that 
somewhere  along  the  line 
you'll  be  sued."  He  cites  the 
case  of  First  Boston,  current- 
ly appealing  a  $13-million 
damage  judgment  levied  for 
its  part  in  helping  Bangor 
Punta  buy  Piper  Aircraft:  When  a 
company's  in  trouble,  people  affected 
usually  feel  they've  been  defrauded. 
Like  any  good  consultant,  Dewey  is 
closemouthed  about  his  clients.  But 
he  will  talk  about  Rockwood  Nation- 
al Corp.  ("We're  publicly  identified 
with  it  anyway.")  Rockwood  is  the 
former  Levin-Townsend  Computer 
Corp.,  a  real  estate  and  computer  leas- 
ing concern  that  almost  succumbed 
in  the  early  70s  when  the  introduc- 
tion of  IBM's  new  370  system  virtually 
wiped  out  the  value  of  its  own  360 
inventory.  Then  came  the  real  estate 
bust.  The  stock  dropped  from  a  high 
of  67?4  in  1968  to  below  1  when  it 
finally  stopped  trading  in  1975.  Rock- 
wood was  once  a  client  of  Kuhn, 
Loeb's,  but  it  hasn't  had  occasion  to 
issue  securities  since  1969. 

Workout  Wiles 

This  is  exactly  the  sort  of  challenge 
that  Dewey  loves.  There  are  six  public 
issues  of  bonds  outstanding,  totaling 
$42  million  and  all  in  default;  several 
groups  of  creditors;  a  loss  in  fiscal 
1975  of  $69  million  with  revenues 
of  $60  million;  and  assets  of  roughly 
$100  million. 

The  first  priority  is  lO  put  together 
a  recapitalization  plan  that  the 
bondholders  will  agree  to,  thus  allow- 
ing the  company  time  to  work  out  its 
problems  without  resorting  to  the 
bankruptcy  courts. 

Before  the  bondholders  can  even 
be  approached,  the  bankers  and  other 
creditors  must  be  mollified,  too.  "The 
bankers  are  making  concessions  to 
lots  of  other  people  with  real  estate 
problems,"  notes  Dewey  hopefully. 
"Now  it's  our  turn." 

Coaxing  concessions  out  of  disgrun- 
tled lenders  is  where  the  politics  begin. 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation 
of  an  offer  to  buy  these  securities.  The  offering  is  made  only  by  the  Pro- 
spectus, copies  of  which  may  be  obtained  in  any  State  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


March  19,  1976 


8  50,000  Shares 

Service  Merchandise  Company,  Inc. 

Common  Stock 


Price  $20V2  per  Share 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Wheat,  First  Securities,  Inc.        The  Robinson-Humphrey  Company,  Inc. 
Bache  Halsey  Stuart  Inc.    Blyth  Eastman  Dillon  &  Co.    Drexel  Burnham  &  Co. 

Incorporated  Incorporated 


Goldman,  Sachs  &  Co. 


E.  F.  Hutton  &  Company  Inc. 
Loeb,  Rhoades  &  Co. 

Reynolds  Securities  Inc. 


Kidder,  Peabody  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Salomon  Brothers  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

J.  C.  Bradford  &  Co.  Investment  Corporation  of  Virginia 

Incorporated 


THE  FINANCIAL  GROUP  OF  NO-LOAD 
MUTUAL  FUNDS  OFFERS  YOU 
4  INVESTMENT  PORTFOLIOS 

You  can  invest  in  and  exchange  between: 

A  SPECULATIVE  GROWTH  FUND  A  LIQUID  MONEY  FUND 

A  GROWTH  FUND  WITH  INCOME         AN  INCOME  FUND  WITH  GROWTH 


And  with  TELEPHONE  EXCHANGE  you  have  same  day  exchange  capability  be- 
tween 4  different  investment  portfolios  with  4  different  investment  objectives. 

Be  bullish  or  bearish  and  adjust  your  investment  accounts  accordingly, 

the  same  day. 

You  can  use  any  and  all  of  the  4  no-load  mutual  funds  to  design  the 

investment  package  that  you  deem  suitable  at  the  time . . .  and  you  can 

change  your  strategy  at  any  time  by  telephone,  subject  to  certain 

limitations. 

No  Soles  Charge  'No  Exchange  Fee  'No  Redemption  Fee 
Call  Toil-Free  1-800/525-6148 


Financial  Programs,  Inc.  P.O.  Box  2040.  Denver,  Coloracto  80201 

Send  a  prosp)ectus  of  the  funds  checked  and  information  describing    - 
TaEPHONE  EXCHANGE. 

A  SPECULMIVE  GROWTH  FUND  A  LIQUID  MONEY  FUND 

A  GROWTH  FUND  WITH  INCOME  AN  INCOME  FUND  WITH  GROWTH 

Name 


Address- 


_State_ 


-Zip- 


City 

A  prospectus  containing  more  complete  information  about  the  Financial  Fund  checked 
above  will  be  cent  upon  receipt  of  coupon  or  call  Read  it  carefully  before  you  invest  or 
forward  money  4-fb-5-afdsi40-i8 
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As  a  political  leader  like  his  father  < 
would  do  in  a  political  scene,  Dewey 
does  in  a  business  scene.  He  rounds 
up  his  adversaries  and  gets  them  to 
act  in  concert.  Each  part>''s  conces- 
sions must  be  sufficiently  generous  to 
satisfy  the  other  participants,  and,  of 
course,  to  give  the  company  a  fair 
chance  of  suiA'ival. 

Recalls  a  participant  in  one  such 
meeting  (while  Dewey  was  still  at 
Kuhn,  Loeb)  with  a  group  of  restless 
bankers:  "We  had  a  company  that 
was  in  fairly  deep  trouble,  and  the 
bankers  were  threatening  not  to  renew 
a  loan  that  was  coming  due.  A  default 
would  ha\e  put  a  lot  of  pressure  on 
the  company  as  the  other  lenders 
found  out  and  got  nervous.  Tom  was 
sitting  there  with  his  usual  unruffled 
manner.  He  put  his  fingertips  together 
and  in  a  few  minutes  he  came  up 
with:  'Why  don't  we  make  it  a  de- 
mand loan?' 

"The  bankers  weren't  getting  their 
money  back,"  the  man  continues,  "but 
it  allowed  them  to  save  face,  and 
they  agreed.  It  gave  them  the  power 
they  wanted:  They  could  call  it  at  any 
time.  And  a  short  time  later  we  had 
another  meeting,  without  the  client, 
and  Tom  told  the  bankers  he'd  make 
sure  the  company  behaved."  (Thej 
company  is  now  soKent. ) 

Forgive  And  Forget 

Or  take  the  case  of  America! 
Export  Industries,  a  once-prouc 
trucking  and  shipping  empire  th;if 
restructured  its  capitalization  with 
Dewey's  help.  In  this  instance,  the 
banks  did  more  than  just  defer  a  loan; 
they  actually  forgave  nearly  $14  mil- 
lion out  of  a  total  of  $42  million  in 
debt  and  interest. 

How  did  Dewey  persuade  tlic 
banks  to  reduce  their  claims?  "You 
can  only  convince  someone  to  do 
something  if  it  really  is  in  his  best 
interests.  Y()u'\e  got  to  give  them 
something  that  may  gixe  them  more  in 
the  future  than  what  they  have  now 

In  the  American  Export  case,  bv  gi' 
ing  along  the  banks  helped  to  keep 
the  company  out  of  bankruptcy — and 
thus  preserve  its  tax-loss  carryforward 
But  it  takes  more  than  jacts  to  coi 
vince  most  people.  It  also  takes  tact. 

The  myriads  of  small  bondhold(  i 
re(juire  patience  as  well  as  facts  and 
tact.  Often  they  have  little  idea  of 
the  issues  involved.  Hounding  n 
bondholders'  proxies  usually  meai 
telephoning  each  holder  of  more  th.i 
five  bonds  and  gently  persuading  Im 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


4,000,000  Shares 

Pacific  Gas  and  EJectric  Company 

10.18%  Redeemable  First  Preferred  Stock 

$25  Par  Value 


Price  $27.50  Per  Share  to  Yield  9.25% 

(Plus  accrued  dividend*,  if  any,  from  date  of  original  issue) 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  Underwriters 

only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers 

in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 


Dean  Witter  &  Go.  Blyth  Eastman  Dillon  &  Go. 

Incorporated  Incorporated 

The  First  Boston  Gorporation    Lehman  Brothers   Merrill  Lynch ,  Pierce ,  Fenner  &  Smith    Salomon  Brothers 

Incorporated  Incorporated 

Bache  Halsey  Stuart  Inc.       Dillon,  Read  &  Go.  Inc.       Drexel  Bumham  &  Go.       Goldman,  Sachs  &  Go. 

Incorporated 

Homblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Gompany  Inc.  Kidder,  Peabody  &  Go. 

Incorporated  Incorporated 

Kuhn,  Loeb  &  Go.       Lazard  Freres  &  Go.       Loeb,  Rhoades  &  Go.       Paine,  Webber,  Jackson  &  Gurtis 

m  Incorporated 

Reynolds  Securities  Inc.  Smith  Barney,  Harris  Upham  &  Go.  Wertheim  &  Go.,  Inc. 

Incorporated 

White,  Weld  &  Go.        Birr,  Wilson  &  Go.,  Inc.        Shearson  Hay  den  Stone  Inc.        Spencer  Trask  &  Go. 

Incorporated  Incorporated 

Bateman  Eichler,  Hill  Richards  Bear,  Steams  &  Go.  Alex.  Brown  &  Sons 

Incorporated 

L.  F.  Rothschild  &  Go.  Shields  Model  Roland  Securities  Shuman,  Agnew  &  Go.,  Inc. 

Incorporated 

Sutro  &  Go.  Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  Weeden  &  Go. 

Incorporated  Incorporated 

ABD  Securities  Gorporation  Basle  Securities  Gorporation  Growell,  Weedon  &  Go. 

Daiwa  Securities  America  Inc.  Davis,  Skaggs  &  Go.,  Inc.  Kleinwort,  Benson 

Incorporated 

Ladenburg,  Thalmann  &  Go.  Inc.  Moseley,  Hallgarten  &  Estabrook  Inc. 

New  Gourt  Securities  Gorporation        The  Nikko  Securities  Go.        Nomura  Securities  International,  Inc. 

International,  Inc. 

Oppenheimer  &  Go.,  Inc.  R.  W.  Pressprich  &  Go.  Robertson,  Golman,  Siebel  &  Weisel 

Incorporated 

SoGen-Swiss  International  Gorporation  Tucker,  Anthony  &  R.  L.  Day,  Inc. 

UBS-DB  Gorporation         Wood,  Struthers  &  Winthrop  Inc.         Yamaichi  International  (America) ,  Inc. 

April  1,  1976 


Money 

Grows 

Paster 

in  Mexico. 


Mexican  bank  deposits  offer 

both  security  and  high 
interest  rates.  For  complete 
information,  please  contact: 

Eugene  F.  Latham 

Mexletter  Investment  Counsel 

Hamburgo  159 

Mexico  6,  D.  F.,  Mexico 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
seventy  cents  ( 70c )  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  May  17,  1976,  to 
shareholders  of  record  May  7, 
1976. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

March  25,  1976 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


A  YEAR'S  INCOME  IN  6  WEEKS 

BLACKJACK  PLAYERS 

Use  my  unb«itabl«.  qulckty-lMrn«d  tytlem  to 
•am  over  $60.00  an  HOUM  in  any  caalno  Play 
rataxad  No  cardt  or  chani  to  memorlta,  and  IT 
WONKW 
•    30-OAV  FREE  HOME  TRIAL    • 

You  mutt  Cw  tatlttlad  100%  No  obligation  0*1 

/-u^tO   *  ^*<^''  °'  ca'O*  '"^  l'7  *<   Vou'll  b«  amaiM 

co''<**"  rnn  oitails  via  aikmail 

MEL  GRANT,  0«|>L    595 
324  So.  FIral  SIrMl.  Alhambra,  CalHomla  91t02 
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to  accept  the  offer  in  the  prospectus. 

"It's  repulsive  work  for  most  peo- 
ple," says  Dewey  lightly,  leaning  back 
in  his  black  plastic  reclining  chair. 
"After  they've  worked  up  the  ladder 
in  an  investment  house,  they  fee^.  it's 
beneath  them."  The  usual  method  of 
handling  such  solicitations  is  to  give 
a  subordinate  a  script  checked  care- 
fully by  company  lawyers  and  put 
him  on  the  phone.  This  doesn't  work 
well  in  a  situation  like  the  above:  The 
caller  must  have  a  firm  grasp  of  the 
whole  business  in  order  to  answer 
tricky,  detailed  questions. 

For  example,  recalls  Dewey,  "Amer- 
ican Export  had  about  $166  million 
worth  of  ships  on  its  balance  sheet, 
and  the  bonds  were  only  $60  million. 
The  ob\  ious  question  was,  'You've  got 
all  those  ships  there,  why  don't  you 
sell  them?'  What  they  didn't  realize 
was  that  those  ships  were  subsidized 
by  the  Federal  Maritime  Commission; 
the  law  says  that  if  they're  sold  the 
proceeds  must  go  to  buy  new  ships." 

Worse  than  the  drudgery  of  ex- 
plaining the  same  things  over  and 
over,  says  Dewey,  is  the  "abuse  yon 
get  oxer  the  phone.  You  get  accused 
of  all  kinds  of  nefarious  schemes.  As 
a  matter  of  fact,  I've  even  lost  my 
temper  a  few  times.  .  .  .  You  get  a 
fellow  who  says  he's  going  to  tender, 
and  you  wait  a  few  weeks  and  the 
bonds  don't  come  in.  You  call  him 
back  and  he  says,  well,  now  he's  on 
the  fence.  You  give  him  the  whole 
pitch  again  and  he  says  you've  con- 
\inced  him.  Then  yon  wait  a  couple 
more  weeks,  and  he  still  doesn't  ten- 
der. By  the  fourth  time,  having  wast- 
ed several  hours  over  the  phone,  you 
know  he  never  had  any  intention  of 
tendering  at  all. 

"The  maddest  I  ever  got  was  when 
I  discovered  that  one  guy  who  had 
l)een  stringing  us  along  that  way  had 
actually  been  in  the  market  buying 
bonds  with  the  intention  of  holding 
out.  In  general,  the  holdouts  in  a  deal 
like  this  get  paid  off.  They  make  a 
bonanza  at  the  expense  of  people  who 
really  want  to  save  the  company." 

The  Dewey  firm  is  located  in  a 
spacious  but  .sparsely  decorated  set  of 
offices  in  an  old  building  on  Broad 
Street,  tucked  away  on  a  corridor 
without  carpeting.  Dewey  does  not 
go  in  for  needless  show.  No  ersatz 
paneling.  No  flashy  modern  art  on  the 
wall.  You're  buying  Tom  Dewey,  not 
an  ambience.  He  has  only  one  full- 
time  associate,  Donald  Andrews,  a  for- 
mer vice  president  of  the  leasing  divi- 


sion of  Greyhound.  "In  some  areas, 
says  Dewey  as  he  absentmindedl; 
picks  a  speck  off  his  trouser  leg,  "wi 
contract  out  for  specialists— frequent 
ly  retired  people  or  consultants— b 
evaluate  an  oilfield,  say.  The  finan 
cial  work  I  can  do  myself,  but  fo 
the  rest,  I  prefer  to  pick  people  wh< 
ha\e  the  exact  credentials  for  eaci 
assignment.  " 

Family  Reasons 

One    of    the    reasons    Tom    Devvc" 
left    Kuhn,    Loeb    was    the    standan 
"more  time  for  my  family  "—a  wife  am 
three  children.  "When  you  join  an  oi 
ganization— it    could    just    as    well    1 
Morgan   Stanley   as   Kuhn,    Loeb— \ 
immediately    have    an    extra    goal 
whatever    else    you    aim    for:    to    ui 
ahead  in  that  organization.   So,  espr 
eially  as  the  business  gets  bigger,  yo: 
are    pulled    into   administration,    con; 
mittee  meetings  and  so  on.  I  was  oi 
six  or  .seven  committees  bv  the  tim 
I  left. 

"Here  I  hope  to  do  more  busiiies 
without  more  people  and  withou 
more  time.  It's  very  tempting  to  levci 
age  your  time  by  having  more  peopl 
under  your  name— even  though  it  uv\ 
er  works.  Some  of  the  extra  time 
always  your  own." 

Given    his    father's    name    and    Ii 
own  fine  reputation,  Tom  Dewey  isii 
scratching  for  bu.siness.   Neither  dot 
he    keep    a    scrapbook    full    of    pre* 
clippings.  Why  then  did  he  agree  t 
talk  with  FoKBES?  He  replii-s:  "I  don 
think      being      in      the      newspap 
and    being   the    subject    of   public   .■ 
tention    is   particularly    useful    in   pn 
ducing     business.     A     properly     d< 
piece,  in  a  magazine  with  the  presti 
Forbes    has,    is    not    going    to    hn 
however."    He    didn't    make    it    son 
like  flattery,  but  a  simple  fact. 

You   see  what  we  mean  wIumi 
say  that  Tom  Dewey  has  his  fathi 
tact  and  diplomacy?  ■ 
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Giuld  an  American 

perfume  manufacturer  enjoy 

the  sweet  smell  of  success 

in  France? 


He  very  well  might. 

In  1973,  France  imported  close  to  $1  million  worth 
f  American  perfumes  and  the  market  is  healthy. 

time's  Research  and  Marketing  Department  col- 
scts  information  on  international  marketing  patterns 
1  many  important  categories  and  many  countries. 

This  group  is  glad  to  collaborate  with  your  own 
marketing  people  to  help  find  ways  to  move  your 
Toducts  through  the  markets  of  the  world  with 


greater  ease  and,  even  more  important,  greater  profits. 

And  we  can,  of  course,  tell  you  how  to  best  use  the 
international  editions  of  TIME.  Whether  you  want  to 
reach  a  continent,  a  region  or  a  single  country, 
chances  are  good  that  some  combination  of  TIME's 
108  editions  will  be  right  for  you. 

Next  time  you're  drawing  up  your  multinational 
marketing  strategy,  why  not  call  in  TIME?  Together, 
we  should  be  able  to  sniff  out  where  the  money  is. 


For  multinational  marketing 


MAPCO's  growth  in  the  sale  of  energy  continued 
In  1975.  We  sold  approximately  132  trillion 
BTU's  of  coal,  oil,  gas  and  gas  liquids  in  1975, 
up  18%  from  1974. 

Considering  today's  energy  needs,  we  like  this 
kind  of  growth.  For  more  information  about 
MAPCO's  growth  in  energy,  write  for  our  Annual 
Report  which  will  be  available  soon. 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetio  of  Disadvantage" 
a  free  booklet. 

NEW  INCOME 
FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  fiigfiest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36 

Rowe  Price  New  Income  Fund,  Inc 
100  East  Pratt  Street,  Dept  A6 
Baltimore,  Maryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address. 

City 


.State. 


-Zip- 


Readers  Say 


{Continued  from  page  ^  ' 

Can  Start  In  Many  Places 

Sir:  Re  the  item  from  The  IV\ 
Yorker  (Other  Comments,  Mar.  1). 
There  is  actually  an  infinite  numbei 
of  points  "in  the  U.S.  where,  if  you 
drill  straight  through  the  earth,  you 
would  come  out  in  China."  Howexer. 
the  fact  is  there  is  no  point  in  the 
U.S.  at  which  you  can  drill  straight 
to  China  and  also  pass  through  the 
center  of  the  earth. 

—Paul  L.  Gahwic 
West  Trenton,  N.J 

How  Could  He  Forget? 

Sir:  Re  the  letter  from  Fred  Ben 
ninger,  chairman  of  the  MGM  Grand 
Hotel  {Readers  Say,  Mar.  1),  in 
which  he  states,  "Alas,  as  the  sayinj; 
goes,  'The  rich  get  richer  and  th< 
poor  get  more  kids!' "  I  am  surprised 
that  anyone  associated  with  MGM 
would  forget  that  a  better  expression 
of  the  "saying"  comes  from  a  soii^ 
which  goes  something  like  this:  "Tin 
rich  get  rich  and  the  poor  get  chil 
dren/In  the  meantime/ In  betweei 
time/ Ain't  we  got  fun!"  Doggone  if  I 
can  remember  the  name  of  the  song 
but  I  wonder  if  it  was  not  from  one 
of  the  fabulous  MGM  musicals? 

—Mary  Kea* 
Alexandria,  \'a 

The  song,  "Ain't  We  Got  Fim,"  wot 
in  a  1953  Warner  Bros,  film:  By  tht 
Light  of  the  Silvery  Moon— Ed. 

Good  In  Theory  But . . . 

Sir:  You  advocate  that  a  uiiifoin 
federal  code  be  established  for  hous- 
ing {Fact  h-  Comment,  Apr.  1).  Be- 
fore you  propose  any  more  national 
standards,  please  read  word  for  word 
EPA's  regulations  in  the  40CFR  series 
plus  the  equally  important  vohnne> 
of  guidelines,  program  memoranda 
appendices,  etc.,  all  of  which  are  re 
(juired  to  he  in  conformance  with  thi 
law.  And  then  if  you  fini.sh  before  th( 
tricenteimial,  have  a  go  at  the  staii 
dards  established  under  OSHA.  Then 
see  how  it's  all  working. 

-PuiiSTON  B.  Taci 
Bellevue,  Wash 

Angry  Reader 

Sir:   Your  article  on  Congre^ss  "  ciil 
ting   down    IDS'    money    tree"    (Mar 
15)    was   a    yellow    journalistic   pic- 
about   my  firm.   To  hell   with   yon 
will  not  pay  my  snbsiriptioii   \u\ou 
Sue  me. 

—John  W.  SpaM' 

District  Sales  Manai;' 

Investors  Diversified  SerNiccs,  li 

Ft.  Landcidale,  I' 
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-i-i  I    ,  on  the 

I  noughts . . .  Business  of  Life 


When  making  out  your  income  tax, 
it's  better  to  give  than  to  deceive. 
Arnold  Glasow 


The  truly  great  man  is  he 
who  would  master  no  one,  and 
who  would  be  mastered  by  none. 
Kahlil  Gibran 


The  Tax  Collector's  letters 

are  invariably  mimeographed,  and 

all  they  say  is  that 

you  still  haven't  paid  him. 

William  Saroyan 


To  know  how  to  grow  old  is 
the  masterwork  of  wisdom,  and 
one  of  the  most  difficult  chapters 
in  the  great  art  of  living. 
Henri  Frederic  Amiel 


If  any  man  is  indispensable 
then  none  of  us  are  free. 
Harry  F.  Banks 


Life  is  what  happens  to  us 
while  we  are  making  other  plans. 
Thomas  La  Mance 


No  life  is  so  hard  that  you 
can't  make  it  easier 
by  the  way  you  take  it. 
Ellen  Glasgow 


It  is  time  to  be  old, 

to  take  in  sail. 

Ralph  Waldo  Emerson 


Try  to  overcome  the  thought 

that  you  are  indispensable. 

Persistence  in  leading 

a  strenuous  life,  after  passing 

middle  age,  more  often  than  not 

shortens  life.  So,  bring  yourself 

to  relaxing  your  grip, 

to  transferring  some  of 

your   burdens   to   younger   shoulders. 

Be  your  age!  Take  it  easy! 

B.C.  Forbes 


The  great  thing  in  the  world 
is  to  know  how  to  be 
sufficient  unto  oneself. 
Michel  de  Montaigne 


We  always  weaken  whatever 

we  exaggerate. 

Jean  Franqois  de  Laharpe 


Youth  is  always  too  serious, 
and  just  now  it  is  too 
serious  about  frivolity. 
Gilbert  K.  Chesterton 


Restlessness  is 

the  hallmark  of  existence. 

Arthur  Schopenhauer 


Changes  in  the  routine  of  doing 
things  are  often  made  over 
enormous  opposition;  even  changes 
resulting  in  obvious  improvements 
may  be  resented  bitterly. 
William  Feather 


He  that  gives  good  advice  builds 

with  one  hand;  he  that  gives 

good  counsel  and  example  i 

builds  with  both;   but  he  that  gives    j 

good  admonition  and  bad  example  \ 

builds  with  one  hand  and 

pulls  down  with  the  other. 

Francis  Bacon  i 


The  cause  of  all  these  evils 
was  the  desire  for  power 
which  greed  and  ambition  inspire. 
Thucydides 


Fences  are  made 

for  those  who  cannot  fly. 

Elbert  Hubbard 


One  of  the  greatest  talents 
of  all  is  the  talent  to  recognize 
and  to  develop  talent  in  others. 
Frank  Tyger 


I  credit  my  youthfulness  at  80  to 
the  fact  of  a  cheerful  disposition 
and  contentment  in  every  period 
of  my  life  with  what  I  was. 
Oliver  Wendell  Holmes 


Executive  Gift  Suggestions:  Ocer 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— t/ie  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


God  does  not  charge  time  spent 
fishing  against  a  man's 
allotted  life  span. 
American  Indian  Proverb 


It  is  not  the  burden  but  the 
overburden  that  kills  the  beast. 
Spanish  Proverb 


A  Text . . . 


Sent  in  by  Ralph  Roberta,  Eufaula.  Ala. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoufihts  on  the  Business 
of  Life  is  presented  to  senders  of  texts 
used. 


Thou  art  wearied  in  the  multitude  of 
thy  counsels.  Let  now  the  astrologers, 
the  star  gazers,  the  monthly  prognos- 
ticators,  stand  up,  and  save  tha 
from  these  things  that  shall  conn 
upon  thee. 
Isaiah  47: 13 
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Can  South  Africa 
Go  It  Alone? 
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CHRYSLER  SAl  ,ES  H  WE  NEARLY  DOUBLED. 

PROOF  TliAT  AMERICA 
STILL  CARES  ABOUT  EXCELLENCE. 


Our  premise  was  to  take  intangibles, 
like  elegance  and  taste,  and  shape  them 
into  a  line  of  fine  automobiles.  The 
result?  The  Chryslers:  New  Yorker 
Brougham,  Newport  Custom, 
Newport,  Cordoba  and  Town  and 
Country  Wagon. 

In  the  first  four  months,  combined 
sales  of  these  1 976  Chryslers  have 
increased  more  than  87%  over  the 
same  period  a  year  ago. 


On  each  of  these  Chryslers,  you'll 
find  standard  equipment  such  as  power 
steering,  power  front  disc  brakes  and 
TorqueFlitc  automatic  transmission. 

The  Chryslers:  a  line  of  automobiles 
that  offer  you  afi'ordable  luxury, 
including  ihc  luxury  of  choice. 

The  choice  of  buying  or  leasing  is 
also  yours  at  your  Chrysler-Plymouth 
dealer. 


^ 


CHRYSLER 

CORPORATION 


NEW  "LEAN  BURN"  ENGINE 
You  can  now  order 
any  Chrysler  with  an 
exclusive  computerized 
Electronic  Lean  Burn 
Engine.  Ask  your  dealer 
for  details. 

Not  available  in  California. 


Have  you  ever  faced 

the  possibflUy  that  your 

country  could  cease 

to  exist? 


Nations  richer  and  more  powerful  in  their  day  than 
we  are  in  this,  have  been  sabotaged,  defeated, 
enslaved. 

Babylon  was  the  largest  and  richest  nation  of 
its  time,  but  its  lust  for  luxury  made  it  an  easy  mark 
for  the  Medes  and  Persians  who  overran  it,  and 
divided  its  land  and  enslaved  people  between  them. 

Rome  was  a  greater  military  power  than  we  ever 
were,  but  when  free  bread  and  circuses  became  more 
important  to  the  people  than  hard  work  and  patriotism, 
Rome  was  invaded  and  looted  by  the  tougher  Vandals. 

The  Incas  were  the  most  civilized,  richest  people 
in  the  Americas,  but  ruthless,  better-armed  invaders 
destroyed  them  as  a  nation,  and  looted  everything  they 
owned  and  had  spent  generations  in  creating. 

In  every  case  it  was  the  self-indulgent  weakness 
of  the  victim  which  made  the  victory  of  the  invader  easy. 

How  strong  is  a  nation  which  allows  foreign 
competitors  to  capture  the  world  leadership  from 
one  after  another  of  its  most  vital  industries? 

How  wise  is  a  nation  which  gives  away  so  much  of 
its  substance  abroad  and  at  home  that  it  can  no  longer 
afford  to  keep  up  its  own  strength  and  protection? 

How  intelligent  is  a  nation  more  careful  to  protect 
the  criminal  than  his  victim? 

How  weak  is  a  nation  which  allows  bureaucracy  and 
a  socialist  philosophy  to  run  riot  and  squander  billions? 

Undoubtedly  there  were  Babylonians,  Romans, 
Incas  who  warned  against  overindulgence  and 
weakness,  who  warned  that  each  citizen  is  responsible 
for  his  nation,  and  that  that  responsibility  cannot  be 
shrugged  off  onto  officials.  But  to  those  who  warned 
of  impending  trouble  there  was  then  as  now  the 
smug  sneer,  "It  can't  happen  here." 

But  it  did. 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Offices:  1 1000  Cedar  Avenue,  Cleveland.  Ohio  44106 


Machine  shops  produce  parts  faster  and 
more  accurately  on  this  Warner  &  Swasey 
SC-15  numerically  controlled  turret  lathe. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 


The  American  Boss 


Because  he  cares,  he's  more  carefree. 

President;  small  business.  With  all  the  worries  of  the  corporate  giants 
but  not  the  staff  to  help  him  make  decisions.  A  lonely  spot. 

That's  where  American  Mutual  comes  in. 

He  hires  us  because  he  cares  about  his  people.  In  case  of  a 
plant  accident,  we  will  be  on  the  scene  widiin  hours.  Should 
rehabihtation  be  necessary,  the  boss  knows  we're  tops  in  this  field. 
And  the  best  medical  talents  are  available  to  his  people. 

We  help  The  American  Boss  make  his  company  a  safer  place 
to  work;  we  also  offer  him  our  exclusive  Executive  Protection  Index 
service,  attractive  personal  and  group  insurance  programs, 
pension  plans  and  much  more. 

The  nation's  first  mutual  liability  company  makes  his  job 
a  Htde  more  carefree  and  gratifying,  by  helping  keep 
everybody  safe,  and  sound. 


American 

J^^UtUCll  We  want  to  keep  you  safe,  and  sound. 

INSURANCE  COMPANif  S, 
WAKEFIEIO,  MASS.  01  880 
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¥)u're  looking  at  one  of  the  largest 


In  terms  of  assets,  experience  and  expertise,  the  Bankers 
Trust  symbol  should  be  recognized  as  a  landmark. 

But,  to  many  people,  we're  still  just  'the  bank  for  trusts." 

For25years,  this  bank  for  trusts  has  been  one  of  the  10  largest 
commercial  banks  in  the  nation. 

(At  the  moment,  we  rank  seventh.) 

Our  a.ssets  are  over  19  billion  dollars. 

Our  scope  is  worldwide,  in  thirty-four  countries  on  six 
continents. 

We've  been  a  major  financial  presence  in  New  York  for  over  70 


years,  in  London  for  over  50  years. 

Our  dealings  with  Sweden  and  Brazil,  for  example,  go  b.i 
over  60  years,  with  Moscow  nearly  I.S  years. 

We  offer  a  staggering  variety  of  quality  services.  A  list  of  ou 
divisions  alone  would  fill  up  this  page. 

As  you  might  expect,  our  staff  is  professional  lo  the  c« 
But  that  doesnl  mean  we're  traditional  to  the  core.  We've  be 
responsible  for  a  wide  variety  of  banking  innovations. 

Like  the  Floating  Rate  Note  in  the  Eurobond  markei.  (> 
the  first  compuleri/ed  letter  of  credit  system. 


New  York.  London.  Milan,  Paris,  Tokyo,  Singapore  and  Nassau.  International  Banking  .Subsidiaries  in  Chicago.  Houston,  Los  Angeles  and  Mi. 
Affiliated  Institutions  in  Toronto,  Brussels,  London.  Frankfurt,  Rome,  Zurich.  Panama  City.  Buenos  Aires.  Sydney.  Hong  K«ing  and  Bangt 
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financial  structures  in  the  world. 


Or  the  Money  Center,  a  modern  centralized  headquarters 
lor  dealing  with  government  and  municipal  bonds,  foreign 
exchange,  and  money  market  instruments. 

And  yes.  we're  also  "the  bank  for  trusts'"— the  preeminent 
bank  in  the  fieldof  employee  benefits,  a  leader  in  almost  every 
aspect  of  trust  administration  and  investment. 

Not  to  mention  the  nation's  foremost  Directed  Trustee,  the 
recognized  pioneer  in  the  fields  of  benefits  research,  savings 
plans,  stock  purchase  plans,  and  employee  record  keeping,  to 
name  a  few  areas. 


Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full  service 
bank  in  the  fullest  sense  of  the  word,  with 
the  capacity  to  raise,  lend  and  manage 
money  worldwide. 

Ask  anyone  who  has  done  business  with 
us a  visit  to  the  Pyramid  can  be  a  reward- 
ing experience. 


Bankers  Trust  Company 


Representative  Offices  in  Chicago,  Houston,  Los  Angeles,  San  Rrancisco, Toronto,  Birmingham,  Manchester,  Brussels,  Copenhagen,  Madrid,  Rome, 
Mexico  City.  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Janeiro.  Sao  Paulo.  Lagos.  Beirut. Tehran,  Hong  Kong,  Jakarta,  Manila,  Seoul,  Sydney  and  Taipei. 
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The  First  Sale  Is  The  Hardest 

When  it  comes  to  prying  interviews  out  of  reluctant  interviewees,  few 
journalists  can  hold  a  candle  to  Senior  Editor  Robert  J.  Flaherty.  Says 
Flaherty:  "Getting  the  interview  is  often  much  harder  than  writing  the 
story.  If  someone  else  beats  you  to  it,  you  lose  the  story.  If  you  have  to 
write  the  story  without  a  direct  interview,  it  is  like  doing  a  jigsaw  puzzle 
with  some  pieces  missing."  In  1974  Flaherty  had  a  problem.  He  wanted 
to  interview  venture  capitalist  Louis  Marx  Jr.  for  our  column,  The  Money 
Men.  No  soap.  Marx  didn't  like  the  press,  didn't  trust  it,  didn't  see  the  value 
of  publicity  to  himself.  Like  any  good  salesman,  Flaherty  took  the  rebuff 
as  a  challenge  rather  than  a  turndown.  He  knew  that  Wall  Streeter  Dan  W. 
Lufkin  was  a  friend  and  frequent  partner  of  Marx;  Lufkin  also  was  Fla- 
herty's fellow  alumnus  at  the  Harvard  Business  School.  By  a  happy  coinci- 
dence, Lufkin  had  just  written  the  manuscript  of  a  book  and  asked  Flaherty 
to  look  it  over.  We'll  let  Bob  take  the  story  from  here: 

"I  told  Dan  the  book  needed  a  lot  of  editing  and  I'd  do  it  over  the  week- 
end—for free.  Only  one  problem:  It  would  put  me  behind  in  my  work. 
I  asked  Dan  as  a  return  favor,  and  to  keep  me  out  of  trouble  with  my 
editor,  to  have  his  friend  Louie  Marx  waiting  for  me  Monday  morning. 

"Louis  was  waiting  all  right,  even  though  he  told  me  he  felt  like  he  was 
going  to  the  dentist."  The  story,  a  good  one,  appeared  in  our  issue  of 
Apr.  1,  1974. 

The  experience  did  not  turn  Louis  Marx  Jr.  into  a  publicity  hound,  but 
it  did  cure  him  of  his  excessive  desire  for  anonymity.  After  he  arranged 
to  sell  his  Pan  Ocean  Oil  Co.  to  Marathon  Oil  for  a  quarter  of  a  billion  dol- 
lars last  month,  Marx  phoned  Flaherty  and  offered  Forbes  first  crack  at  the 
story.  It  appears  on  page  44.  Like  any  good  salesman,  Flaherty  knows  that 
the  first  sale  is  the  hardest;  the  repeats  come  easier. 


Our  European  Bureau  Manager  James  Flanigan  ti'aveled  widely  in  South 
Africa  for  the  cover  story  that  starts  on  page  22.  He  was  impressed  by 
the  apparent  eagerness  of  Afrikaner  leaders  to  try  bridging  the  great  gulf 
that  separates  their  community  from  the  black  majority.  But  Flanigan  also 
was  shocked  by  the  width  and  breadth  of  that  gulf. 

Samples: 

From  a  black  African  who  came  to  trust  Flanigan:  "We  hate  the  Afri- 
kaners, and  we  do  not  speak  their  language.  Here  in  Johannesburg  things 
are  better,  but  in  Bloemfontein  they  chase  you  away  from  the  store  counter. 
My  people  cannot  even  go  into  many  hotels  and  fine  restaurants  except 
to  serve.  But  time  will  make  changes." 

From  a  white  Afrikaans  taxi  driver:  "Goddammit,  why  won't  you  Ameri- 
cans sell  us  the  weapons  we  need?  The  Americans  are  stupid.  Don't  they 
know  they've  got  to  back  us  against  the  Russians?" 

Complains  a  colored  (i.e.,  mixed-blood)  workingman,  who  can  attord 
better  but  is  forced  by  law  to  raise  his  children  in  a  crime-ridden  neigh- 
borhood: "I  want  to  put  my  family  into  a  nice  house,  in  a  nice  neighbor- 
hood. If  I  have  the  money  I  want  to  live  where  I  want." 

From  an  Indian  academic,  radical  in  politics:  "You  only  back  the  black 
nationalists,"  coinplaining  that  the  U.S.  is  secretly  backing  Black  Power 
groups,  which  tend  to  be  anti-Indian  as  well  as  anti-white. 

Finally,  on  a  note  of  hope  tinged  with  worry,  an  Afrikaans  journalist:  "We 
have  a  strong  racist  tradition  in  this  country,  prejudice,  the  lot.  We  are  not 
unique  in  this  but  that  isn't  the  point.  We  are  trying  to  rid  ourselves  of 
this  attitude.  But  time  is  of  the  essence. 

"Do  we  have  enough  time?"  ■ 
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What^  so  **super" 
ut  paying  more? 


Get  ^ 

The  Great  Rates  s 
of  Budget! 


95 

a  day 
150  a  mile 
plus  gas 

At  participating 
airport  locations. 
Cars  must  be 
returned  to  original 
renting  locations. 

Grand  Prix,  Monte  Carlo  or  similar  car! 


Why  pay  Hertz  26%  more 
for  the  same  class  of  car? 


SAVE  $6.80 

On  a  typical  one-day, 
70-mile  round  trip  with 
Budget's  Grand  Prix, 
you  save  $6.80  com- 
pared with  a  Hertz*  LTD. 


In  fact,  you  can  rent  a 
Grand  Prix  or  Monte 
Carlo  from  Budget  for 
the  same  price  that 
Hertz*  charges  for  a 
Maverick! 


Remember,  Hertz  "super  saver  rates"  are 
nondiscountable,  plus  gas.  So  it's  easier  than 
ever  to  figure  the  savings  you'll  get 
from  Budget. 

♦Hertz  rates  verified:  OFFICIAL  AIRLINE  GUIDE  March-April,  1976. 


Get  The  Great  Rates 
on  all  size  cars! 

Of  course,  Budget  has  even  lower 
daily  rates  on  smaller  cars  and 
most  Budget  locations  have 
special  Great  Rates  for  weekend 
rentals.  No  wonder  more  and  more 
travelers  are  discovering 
The  Great  Rates  of  Budget. 


For  reservations  or  information  on  The  Great  Rates  at 
your  destination  see  your  travel  agent,  or  call  toll-free: 

800-228-9650 

(In  Nebraska,  call:  1-800-642-9910) 


Budget 

rentacar  T*^ 


ATransamenca  Company 


©1976  Budget  Rent  a  Car  Corporation  of  America,  Chicago,  IL 


Momentum 


When  a  magazine's  first  quarter  PIB  ad  revenues  are  up  12% 
over  a  year  ago— 

When  its  ad  pages  have  increased  by  99  over  a  year  ago— 

When  its  circulation  averages  20  million  copies  weekly  and  is 
2  million  over  its  rate  base— 

When  a  magazine  is  number  one  in  circulation  and  ad  revenues, 
and  continues  to  leap  forward  in  growth  — 

That's  momentum. 


TV 

GUIDE 
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First  in  circulation. 
First  in  advertising  revenue. 


We  deliver  so  much  more 

than  our  old  name  promised, 

we've  changed  our  name 

from  Associated  Spring 

to 

BAR^ES  A 

GROUP  INC  />2lA 


We've  spent  hours  explaining  to  customers  and 
prospects  that  our  corporation  is  more  than  springs. 
In  fact,  about  half  of  our  sales  aren't  springs  at  all.  So 
it  became  obvious  that  our  old  and  respected  corpo- 
rate name  was  too  restrictive  for  a  growing  company 
with  1975  record  sales  of  $212  million. 

Our  development  program  produced  this  dilem- 
ma. Eleven  years  ago  we  added  the  Bowman  Prod- 
ucts Company  to  our  family  and  this  distributor  of 
high- volume  consumable  repair  and  maintenance 
parts  and  supplies  changed  the  nature  of  our  busi- 
ness. Today  Bowman  Distribution  continues  its 
steady  growth,  adding  new  markets  and  new  ser- 
vices for  its  50,000  customers. 

Along  with  many  American  companies,  we  first 
went  overseas  to  serve  the  needs  of  our  American 
customers.  Some  excellent  spring  makers  in  Europe 
and  Latin  America  have  joined  forces  with  us.  We 
now  have  close-tolerance  metal  parts  operations 
in  seven  other  countries  and  we  have  international 
distribution  businesses  In  Canada,  Mexico,  England 
and  France,  as  well. 


Today  we  offer  the  service  and  products  we 
know  so  much  about  on  three  continents. 

Why  Barnes  Group  Inc.?  The  Barnes  name 
comes  from  the  founder  of  our  original  spring  com- 
pany -  dating  back  to  1 857  -  and  this  name  still  iden- 
tifies some  of  our  major  divisions.  We  chose  it  to  link 
together  our  tradition  of  quality  metal  parts  produc- 
tion with  our  future  growth  as  a  multi-faceted,  inter- 
national corporation.  We're  keeping  come  of  the  old 
familiar  names  such  as  Associated  Spring  and 
Bowman,  so  you'll  know  you  are  still  doing  business 
with  old  and  trusted  friends.  The  new  corporate  name 
gives  us  a  banner  under  which  we  can  continue  to 
grow  in  service  to  you,  our  customers.  Barnes  Group 
Inc.,  Bristol,  CT  06010. 

BARhES  A 

GROUP  INC  /KZX 


you  know  about 
hvjU'Oiina's  reasonable 
't^rn^'^^il^l^  worker  productivity 
'cHnical  education  system. 
/^,;^,«  yoii  jjMrobabty  don't  know  is 
that  fh&re  Is  a  unlciue  new  site  of- 
fering ail  of  South  Carolina's  ad« 
vantages,  plus  a  great  deal  more 
Harbison,  a  new  town,  offers  its 
residents  an  opportunity  to  live, 
work  aiKl  relax  in  an  environment 
which  puts  a  high  premium  on  the 
quality  of  life. 

There  are  exceptional  extra  ser« 
vices  at  Harbiswn,  making  it  one 
of  America's  most  sophisticated 
new  sites  for  office  or  Industry.' 
Our  inter-community  communica- 
tions system  not  only  offers 
every  business  a  built-in  security 
system,  but  provides  computer 
access  which  can  be  used  for 
everything  from  inventory  con- 
trol to  billing.  Every  Harbison  site 
offers  abundant  water  and  eleo* 
tricity  with  access  already  inr 
place. 

For  manuK?cturing; 
for  distribution;   for 
national,  regional  or 
district    headquar- 
ters... Harbison    for 
companies  with 
future. 
To  find  out   more, 
te  or  call  Michael 
rue,  Suite  20; 
rblson   Develoi 
nt    Corporatio 
>.  Box  21368.  CoK 
la,  South  Car 
29221.  Phonel 
3)  772-4020. 


Trends  &  Tan  gents 

Washington 

Greenback  Blues 

The  reintroduction  of  the  $2  bill 
on  Apr.  13  (birthdate  of  Thomas 
Jefferson,  who  adorns  the  front)  was 
not  done  out  of  Bicentennial  fervor. 
The  Bureau  of  Engraving  and  Print- 
ing, which  makes  money  and  sells  it 
to  the  Federal  Reserve  at  cost,  has 
sought  to  reintroduce  the  $2  bill  for 
years,  in  hopes  of  cutting  use  of  the 
dollar  bill.  Savings  over  five  years, 
estimates  BEP  Director  James  Con- 
Ion,  will  be  $27  million.  It  costs  the 
same  to  print  bills  of  any  denomina- 
tion—$2.97  per  thousand  for  the  back 
(including  paper),  92  cents  for  the 
front.  So  inflation  aside,  a  dollar  bill 
is  worth  under  half  a  cent. 


Business 


Less  Is  Best 

Profit-sharing  should  have  many 
friends  among  union  leaders,  since  it 
puts  more  change  in  the  worker's 
pocket  without  any  of  the  headaches 
of  wage  negotiations.  Instead,  unions 
view  it  as  a  threat.  Leonard  Wood- 
cock, president  of  the  1.4-million- 
member  United  Auto  Workers,  was 
recently  questioned  about  this  means 
of  giving  employees  a  bigger  share  of 
the  company  pie.  His  reply:  "It  may 
widen  the  gap  between  employees 
working  for  General  Motors  and  [less 
profitable]  American  Motors."  Appar- 
ently, less  is  best,  especially  when  it 
avoids  membership  inequality. 

Garbage  Oil 

To  ease  oil  and  natural  gas  short- 
ages, a  California  utility  is  experi- 
menting with  a  new  synthetic  oil 
mixed  with  low-sulfur  residual  oil. 
The  pyrolytic  oil,  as  it  is  called,  is 
made  by  rapidly  heating  such  materi- 
als as  grass  straw,  tree  bark,  munici- 
pal garbage,  cow  manure,  rice  hulls, 
sewage  sludge  and  used  tires  in  an 
airless  container. 

Whose  Rain? 

Who  owns  the  clouds?  The  marsh- 
mallow  in  the  sky  is  making  a  big 
storm  in  legal  circles  because  of 
cloud-seeding,  in  which  a  silver  iodine 
flare  is  shot  into  clouds.  The  end  re- 
sult may,  or  may  not,  be  rain;  sci- 
entists can't  yet  say  for  sure.  Law- 
yers, however,  are  being  forced  to 
cope  with  the  question  now.  Citizens 
have  brought  suits  alleging  cloud- 
seeding  has  caused  floods  and  dam- 
ages.   Farmers    have    waged    battles 


over  the  right  to  rain;  when  drought- 
ridden  Kansas  farmers  seed  the  clouds 
dry,  there's  no  precipitation  left  by 
the  time  the  puffs  get  to  Iowa.  A 
Catsldll  mountain  resort  owner  went 
to  court  to  protest  seeding,  claiming 
it  would  wash  out  his  tourist  trade. 
Seeding  was  also  used  during  the 
Vietnam  war  to  flood  the  Ho  Chi 
Minh  trail,  despite  a  United  Nations 
agreement  limiting  rainmaldng  to 
peaceful  activities. 


Foreign 


illegal  Tender? 

Several  European  sugar  companies, 
found  guilty  of  infringing  Common 
Market  fair-competition  rules,  have 
saved  themselves  thousands  of  dollars 
by  paying  their  fines  in  steeply  de- 
valued Italian  lire.  The  fines  were 
set  in  units  of  account  as  is  customary 
for  Common  Market  transactions. 
Since  the  judgment  against  the  com- 
panies failed  to  stipulate  the  currency 
to  be  used  in  payment,  the  French, 
Belgian  and  Dutch  companies  in- 
volved decided  to  pay  in  the  currency 
of  the  lowest  conversion  value.  With 
one  French  firm  the  intended  fine  of 
555,000  francs  (about  $120,000)  was 
thereby  reduced  to  only  340,000 
francs  (under  $75,000).  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  □  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork,N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 
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The  United  States. 
Land  (^opportunity. 


This  is  our  country.  United 
Telephone  country.  Much  of  it  is 
still  rural,  still  pretty  much  the  way 
God  made  it. 

In  areas  like  this,  we  provide 
telephone  service  to  nearly  3,000 
communities  in  21  states. 

Serving  our  customers  the 
best  way  we  know  how  has  helped 
us  become  the  3rd  largest 
telephone  system  in  the  nation. 
And  we're  still  growing,  along  with 
the  communities  we  serve,  in  a 
climate  of  freedom  that  rewards 
initiative  and  encourages  people 
and  companies  to  develop  to  their 
fullest  potential. 

The  way  we  see  it.  United 
Telephone  country  is  truly  the 
land  of  opportunity. 


United  lelecom  HI 

United  Telecommunications,  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112 

United  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company 

New  York  Stock  Exchange  symbol;  UT  Newspaper  listing:  UniTel. 


Hutton 

■miestment 

Management 

Investment 

Management 

without 

commission  charges. 

Hutton  Investment  Management  (HIM) 

•  A  fully  discretionary,  completely  individual 
investment  management  service. 

•  HIM  is  especially  designed  for  individual,  trust,  and  estate 
portfolios  in  the  $25,000/5250,000  range. 

•  Modest  3°/o  annual  fee  is  all-inclusive,  except 
for  transfer  taxes  and  SEC  fees. 

•  There  are  no  brokerage  or  custodial  charges. 

•  Fee  is  fully  tax  deductible. 

Get  Mutton's  investment  professionals  working 

on  your  portfolio.  Hutton  Investment  Management.  HIM. 


Please  rush  me  more  information  on 
Hutton  Investment  Management  CHIMI 

Name 


HIM  F 


Address . 
City 


-State - 


Home  Phone . 


-Business  Phone. 


-Zip. 


My  E.  F.  Hutton 
account  number  is . 


Q  I  do  not  have  an 
E  F  Hutton  account 


J~ 


Hutton 


E.  F.  Hutton  &  Company  Inc 

Corporate  Headquarters 

One  Battery  Park  Plaza,  New  York,  N.Y.  10004 

When  E.  F.  Hutton  talks,  people  listen. 


Readers  Say 


On  Regulation 

Sik:  Your  article  about  how  thr 
CAB  i.s,  in  effect,  puni.shin^i  Delta 
Air  Lines  (Apr.  15)  for  its  success  is 
another  example  of  the  damage  regu- 
lation has  done  to  the  airlines  indus- 
try. Yet  when  the  Administration  put 
forth  its  deregulation  proposals,  the 
airlines  howled  like  stuck  pigs,  scjueal- 
ing  that  greater  competition  would  he 
the  ruin  of  them  all.  It  almost  seems 
that  free-enterpri.se  speeches  to  the 
contrary,  many  husinessmen  don't 
want  deregulation  so  nuich  as  a  more 
comf{)rtable  cnitch. 

— DOKOTHY    M.\S(>\ 

New  York,  N.Y. 

Sik:  You  have  written  about  the 
need  to  control  the  proliferation  of 
regulation.  What  we  need,  among 
other  things,  is  a  Constitutional 
amendment  which  prohibits  Congress 
from  passing  any  new  law  without 
first  repealing  two  old  laws,  until 
such  time  as  the  number  is  manage- 
able, and  those  that  are  left  are  not 
contradictoiy. 

—James  Stewart 
New  York,  N.Y. 

We  Take  The  Credit 

Sir:  Re  your  article  on  li\der  S\s- 
tem  (Apr.  15).  lU  International  takes 
the  credit  for  the  successful  opera- 
tions of  the  vehicles  shown  in  your 
photo,  which  belong  to  Ryder  Truck 
Lines,  Inc.  II'  ac(}uired  Ryder  Tnick 
Lines,  a  certified  common  carrier, 
from  Ryder  System  in  August  1965. 
RTL  had  been  operating  at  a  loss. 
and  revenues  for  that  year  totaled  just 
over  $70  million.  lU  has  operated 
RTL  profitably  ever  since  the  accjui- 
sition.  Operating  revenues  in  1975 
were  $193  million  and  operating  in- 
come was  S15.7  million. 

—John  M. Seabhook 

Chairman. 

lU  International 

Philadelphia.  Pa. 

Hard  Facts 

Sir:  In  describing  the  antomoti\t 
catalytic  converter  as  a  blunder  {Fact 
<b  Comment,  Mar.  /),  you  help  per 
petuate  a  charge  that  is  based  on 
theoretical  analysis,  not  hard  facts. 

Preliminary    results    of    a    Ceueral 
.Motors  experiment   indicate   that    tlu 
levels. of  sulfate   exposure   suggestid 
by   Enviroiunental   Protection    Agenc  \ 
studies   may    have    been    as    much    .is 
20    times    too    high.    CM    convertii 
ecjuipped  cars  have  been  operating  es 
scntialK    trouble-free    for   tens   of  bil 
(Continued  on  pane  //7' 
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The  all-7*7airline  across 

the  North  Atlantic 

and  the  Pacific. 


That  fact  should  make  things  easy  for  you. 
Not  only  in  choosing  your  airline,  but  in  putting 
your  trip  together.  And  enjoying  it. 

To  Europe  by  the  end  of  spring,  well  be  the 
only  U.S.  airline  flying  only  big.  comfortable  747s 
across  the  North  Atlantic. 

If  youVe  going  to  be  crossing  the  wide 
Pacific,  we'll  have  nothing  but  comfort  for  you 
there,  too.  Every  flight  will  be  a  747. 

When  we  go  to  Tokyo  from  Los  Angeles  and 
New  York,  we  use  our  new  747  SP.  Which  gives 
us  (and  you)  the  only  non-stops  to  Japan  from 

See  your  travel  agent. 


those  cities.  Which  also,  naturally,  res  ilts  in  the 
fastest  flight  toTokyo  from  those  cities. 

At  Pan  Am.  you  don't  pay  a  penny  extra  for 
ha\  ing  the  world "s  largest  fleet  of  747s  at  your 
beck  and  call. 

And  speaking  of  calling,  why  not  call  your 
travel  agent. 

He'll  give  you  our  schedules  and  work  out 
your  trip  with  you.  And  most  likely  that  won't  cost 
you  a  penny  extra  either. 


Americas  airline  to  ttie  world. 


Polaroid's  SX-70: 

I^the  wonder  is  what  it  does. 
Half  is  how  it  does  it. 


FOLDING  VIEWFINDER.THE 
SX-70  FOLDS  DOWN  TO  A 
COMPACT  l'X7'X4'. 


DELUXE  MODEL  IN 
HANDSOME  CHROME 
AND  LEATHER. 


FOCUSING  WHEEL.  THE 
SX-70  WILL  FOCUS 
FROM    10.4"  TO  INFINITY 


ELECTRIC   SHUTTER 
BUTTON. 


HINGED   MIRROR 
MAKES   POSSIBLE 
THROUGH-THE-LENS 
VIEWING. 


FLASHBAR  SOCKET. 
SOPHISTICATED  ELEC- 
TRONICS SET  FLASH 
EXPOSURES  AUTOMAT- 
ICALLY AS  YOU  FOCUS. 


LIGHTEN/DARKEN 
CONTROL. 


ELECTRIC  EYE  FOR 
AUTOMATIC  EXPOSURE 
CONTROL. 


.UNIQUE   4-ELEMENT 
LENS. 


MOTOR  DRIVEN  ROLL- 
ERS PROPEL  PRINT 
INTO  YOUR  HAND. 


Half  the  wonder  of  the  SX-70 
is  in  the  picture  itself.  A  brilliant 
color  photograph  that  develops 
in  daylight,  in  minutes,  before 
your  eyes. 

And  half  the  wonder  is  in  the 
camera.  It  is  almost  completely 
automated.  Just  focus,  frame, 
and  press  the  button.  It  will  take 
the  picture  and  hand  it  to  you. 

You  can  take  a  picture  every 
1.5  seconds  for  action  sequences. 

You  can  get  close-ups  from 
only  10.4  inches  away. 

With  a  simple  close-up  attach- 
ment, you  can  actually  take  a  life- 
size  picture  of  the  works  in  your 

Pblaroid*  and  SX-70* 


watch  from  5  inches  away. 

The  camera  is  driven  by  a 
12,000  rpm  electric  motor.   It 
runs  on  a  specially  designed  6- 
volt  battery  built  into  every  film 
pack. 

The  lens  aperture  and  shutter 
speed  are  set  automatically  for 
correct  exposures— flash,  natu- 
ral light,  or  time  exposures  up  to 
14  seconds. 

This  single-lens  reflex  camera 
gives  you  the  ease  of  through-the- 
lens  viewing  and  focusing.  The 
image  passes  through  the  picture- 
taking  lens  up  to  the  viewer  by  a 
series  of  mirrors.  The  picture  you 


see  is  the  picture  you  will  get. 

The  SX-70  photograph  itself 
is  a  15-layer  phenomenon  that 
comes  out  hard,  flat  and  dry. 
There  is  nothing  to  time,  nothing 
to  peel,  nothing  to  throw  away, 
nothing  to  do  but  watch  it 
develop. 

The  deluxe  SX-70  Land  cam- 
era is  the  most  revolutionary 
camera  Polaroid  has  ever  made. 
Inside,  well  over  100  inventions 
(each  unique  to  the  SX-70)  func- 
tion with  but  one  purpose.  To  let 
you  concentrate  on  the  picture 
in  your  mind  instead  of  the  cam- 
era in  your  hand. 

OI976  Polaroid  Corporalion. 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


WASTED  $B1LLI0NS 

are  those  SI. 5  billion  so  hir  poured  into  Amtrak  and  the  Moving  people  by  rail  is  a  necessity  and  has  a  future 

$3  billion  yet  to  be.  Aside  from  nostalgia  and  tunnel-vi-  only  in  the  heavily  populated   metropolitan    areas  where 

sioned  local  pride,  there  is  no  reason  at  all  to  pour  these  rail  loops   above   and   below   the   siuface  can    be   used   as 

billions    into   what    is   so   plainls    a    foredoomed   effort   to  arteries  connecting  the  url)an  and  the  suburban, 

preserve  passenger  rail  travel.  How  fruitful  from  every  point  of  view  it  would  be  to 

Plane,  car  and  bus  are  the  way  people  go,  and  that's  take  some  of  these  Amtrak  down-the-drain   Sbillions  and 

that.  Passenger  rail  travel's  future  is  in  the  historx   books.  put  them  into  rapid  transit. 


FEDERAL  JUDGES  VICTIMS   OF   CONGRESSIONAL  COWARDICE 


No  man  is  more  responsible  for  making  our  Constitu- 
tion a  functioning  reality  than  a  federal  judge.  His  de- 
cisions are  what  make  this  a  country  with  "equal  justice 
under  law."  We  tend  to  forget  that  under  the  Consti- 
tution, and  in  fact,  the  federal  judiciary  power,  epito- 
mized by  the  Supreme  Court,  is  equal  to  that  of  the  ex- 
ecutive and  legislative  branches. 

Aside  from  a  token  5%  increase,  sii^pe  1969  a  feder- 
al judge  has  not  received  a  pay  increase,  so  that  his  real 
income  has  declined  over  30%  in  the  past  seven  years. 

As  a  result,  record  numbers  have  resigned. 

To  keep  and  to  get  the  highest  caliber  of  man  as  fed- 


eral judge,  an  appreciable  salary  is  a  first  and  reason- 
able requisite.  An  immediate  step  would  be  to  return  his 
income  at  least  to  the  1969  par— that  is,  restore  what  in- 
flation has  taken. 

It's  an  indignity  (as  well  as  a  legal  complexity)  that 
these  judges  should  have  to  sue  for  what  sense  and  Con- 
stitution say  is  their  minimal  due. 

I  think  the  country  would  have  more  respect  for  both 
the  Congress  and  the  President  if  they  promptly  righted  a 
wrong  that  ultimately  has  to  erode  the  caliber  of  those 
tuidertaking  the  enormous  responsibility  of  keeping  the 
United  States  a  land  with  equal  justice  for  all. 


THE   REAL  VILLAINS   BEHIND   UNAVAILABLE    MALPRACTICE  INSURANCE 


are  not  the  lawyers,  the  patients,  the  insurance  companies. 

They're- the  doctors  themselves. 

On  reffection,  it's  absolutely  e.xtraordinary  that  for  so 
many  decades  doctors  have  been  allowed  not  to  police 
themselves,  not  to  throw  out  malpractitioners. 

Consider  these  findings  from  the  New  York  Times: 

"At  least  5%  of  the  nation's  320,000  doctors  are  con- 
sidered by  medical  authorities  to  be  unfit  to  practice  and 
may  accourft  for  tens  of  thousands  of  needless  injuries  and 
deaths  each  year,  [largely]  the  result  of  unnecessary  or 
incompetently  performed  operations  and  faulty  drug  pre- 
scriptions. .  .  .  Many  medical  authorities  say  these  doctors, 
who  treat  an  estimated  total  of  7.5  million  patients  a  year, 
should  have  their  licenses  revoked,  be  required  to  undergo 


further  training  or  practice  only  under  close  supervision. 

"According  to  findings  of  a  Congressional  subcommittee, 
at  least  11,900  surgery-related  deaths  last  year  were  en- 
tirely avoidable  because  the  surgery  was  not  necessary. 

"State  licensing  agencies  over  the  last  13  years  have 
revoked  an  average  of  only  66  doctors'  licenses  annually 
in  the  U.S.,  even  though  incidents  of  careless  and  incom- 
petent medical  treatment  are  known  to  almost  every  physi- 
cian and  many  patients." 

Until  doctors  show,  by  positive,  concrete  actions  against 
incompetents  and  doctor-rated  malpractitioners,  that  their 
concern  is  first  the  patients  and  then  each  other,  doc- 
tors will  find  malpractice  insurance  prohibitively  expensive, 
if  available  at  all. 
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WHO'S   DEPLORING 

It's  amusing  to  read  of  all  the  ponderous  pontificating 
by  assorted  European  leaders— as  well  as  our  own  Sec- 
retary of  State— deploring  the  impact  of  presidential-elec- 
tion-year pohtics  on  United  States  foreign  policy. 

Any  government  that  doesn't  mute  unpopular  poli- 
cies at  election  time  is  too  dumb  to  depend  on  and 
won't  be  around  to  deal  with  after  the  votes  are  count- 
ed. Arab  governments  don't  win  mandates  preaching  ac- 
commodation with  Israel  any  more  than  Israeli  prime 
ministers  win  ballots  by  advocating  a  return  to  1967 
borders. 

German  Chancellor  Schmidt  and  French  President 
Giscard  d'Estaing  tut-tutting  dolefully  over  Ford's  dis- 
owning the  phrase  "detente,"  over  U.S.  discord  on  An- 


WHOSE   LEADERSHIP? 

gola  and  CIA  revelations  is  a  bit  uncomincing  while, 
at  the  same  time,  the  Frenchman,  for  domestic  politi- 
cal reasons,  hiis  to  float  his  franc  and  fight  off  Italian 
wines,  and  Helmut  has  to  curry  favor  with  his  Noters  by 
not  devaluing  Ciermany's  o\'er\'alued  mark. 

Who's  fooling  whom? 

No  government  can  succeed  in  putting  together  a  Eu- 
ropean Common  Market  or  achieving  a  real  Israeli-Arabic- 
Palestinian  settlement  without  constant  deft  footwork  with 
home-front  voters,  without  sugarcoating  unpalatable  pills 
at  election  time. 

Leaders  who  lose  elections  are  in  no  position  to  imple- 
ment policies,  foreign  or  otherwise.  Win  first,  then  be 
"forced  l)y  e\ents  '  to  do  the  necessary  later. 


II 


ONE  OF  THE  CEASELESS  WONDERS  OF  THE  WORLD 

The  power  of  a  smile. 


THE   GREAT  CHICAGO   FIRE 

The  odds  are,  if  asked  to 
pick  the  "greatest  fire"  eight 
out  of  seven  of  us  would 
probably  answer,  "Chicago." 
Ditto  to  the  Titanic  for  sea  di- 
sasters, San  Francisco  for 
earthquakes. 

If  you  measure  disaster  by 
historical  and  emotional  im- 
pact, these  are  unquestion- 
ably foremost  in  our  Awe  Lore.  Yet  in  terms  of  lives  lost, 
which  has  to  be  the  ultimate  yardstick  for  measuring 
tragedy,  they're  far  from  the  peak. 

The  caption  accompanying  this  photo,  in  that  absorbing 
pictorial  history  The  Great  Fire— Chicago  1871  (Putnam, 
$12.95),  points  out: 

"Panoramic  view  of  the  ruins  left  in  the  wake  of  the 
Great  Chicago  Fire  which  raged  for  approximately 
29  hours,  during  which  $192  million  worth  of  property 
was  wiped  out.  Only  120  bodies  were  recovered  after  the 
fire,  although  estimates  of  the  dead  ran  as  high  as  300. 


WASN'T  ALL   THAT   GREAT 

Seventy-three  miles  of  streets 
were  swept  by  the  flames, 
which  destroyed  17,500 
buildings  and  made  100,000 
Chicagoans  homeless.  Other 
residents  of  the  Garden  City 
were  hospitalized  with  injur- 
ies, and  a  few  killed  them- 
^^^^^^^^^^  selves  because  of  financial 
losses.  Millionaires  became 
paupers  overnight,  and  at  least  56  insurance  companies  in 
ten  states  went  bankrupt  as  a  result  of  claims  against  them. 
A  macabre  coincidence,  still  not  widely  known  a  century 
later,  is  that  on  Oct.  9,  the  day  after  the  Chicago  holo- 
caust began,  a  river  of  fire  roared  out  of  the  woods,  near 
the  lumber  town  of  Peshtigo,  Wis.  and  killed  1,152  persons, 
one  of  the  greatest  tolls  recorded  except  in  a  war  zone." 

Imagine,  during  the  "Great  Fire,"  another,  in  just  a  few 
hours,  resulted  in  burning  to  death  ten  times  as  many  peo- 
ple. Yet  who  out.side  the  environs  of  Peshtigo,  Wis.  ever 
heard  of,  remembers,  refers  to  that  holocaust? 


Sometimes,  everything.  Two  Akron,  Ohio  schoolteach- 
ers have  started  to  sell  a  new  deodorant,  and  the  name 
alone  should  make  it  make  it  in  the  marketplace— 

Mafia  Protection 

Your  Personal  Bodyguard 


WHAT'S   IN  A  NAME? 

think    we've    got   something.    It's    a    bargain,    considering 
.some  guy  is  selling  a  rock  as  a  pet  for  $4." 

The  only  other  product  that  might  e(iual  the  sales  of 
Mafia  Protection  and  rocks  may  be  that  new  tennis  racket, 
introduced  by  a  New  Jersey  manufacturer,  that  has  a  50*? 


Said  instigator  Gordon  Oster  to  Advertising  Age,  "We       larger  hitting  surface  than  others. 


FORTUNATELY   MOST   POLITICOS 

would  rather  be  heard  than  heeded. 


HONORS 

are  easier  had  than  honor. 
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-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F 


Pollster  Is  Pro  People 

Now  in  a  presidential  election  year 
again,  [pollster  Lou]  Harris  says  he 
feels  "the  old  adrenaline"  returning. 
After  almost  three  decades  of  taking 
the  public  pulse,  what  has  he  learned 
about  America?  "Before  I  began  poll- 
ing, 1  admit  I  feared  mob  i-ule.  No 
more.  In  fact,  in  the  last  ten  years  we 
would  have  done  better  to  follow  the 
public  than  their  leaders.  The  lead- 
ers," Lou  Harris  adds  dryly,  "are  of- 
ten amazed  to  hear  that." 

—Dick  Friedman, 
People  magazine. 

Banks  Help  Put  Us 

Back  on  the  Track 

There  are  those  who  .  .  .  worry  that 
the  banks  are  "loaded  with  bad  loans." 
Our  country  is  now  recovering  from 
the  sharpest  and  deepest  recession 
since  the  1930s.  Many  companies 
were  hard-pressed  to  weather  it.  Many, 
whose  credit  had  been  considered  av- 
erage or  better  before,  slipped  to  be- 
low   average.    Rather    than    call    the 


loans  and  set  off  a  long  chain  of  fore- 
closures and  bankruptcies  that  would 
have  plunged  the  country  into  a  ma- 
jor depression,  the  banks  have  worked 
with  their  troubled  customers,  often 
easing  the  terms  or  even  lending  them 
more  money  to  bolster  their  liquidity. 
[Calling  in  the  loans]  is  what  hap- 
pened in  the  Thirties  and  the  resulting 
depression  was  so  deep  it  took  a  war 
to  get  us  out.  But  this  time,  the  banks 
had  the  strength  and  the  courage  to 
get  the  economy  moving  back  on 
course.  A  major  depression  was  avoid- 
ed. The  process  of  economic  recovery 
is  now  well  under  w^ay. 

—A.  Robert  Abboud, 

chairman  of  the  First  National 

Bank  of  Chicago. 

Motorcyclists  Find  a  Friend 

The  Council  On  Wage  &  Price  Sta- 
bility has  "sharply  criticized"  the  pro- 
posed regulations  by  the  Environmen- 
tal Protection  Agency  that  would  es- 
tablish uniform  emission  standards  for 
new  motorcycles.  The  Council  claims 
that  there  is  no  substantial  evidence 
that   motoi'cycle   emissions   are  now— 


or  would  become— a  problem  sufficient 
to  require  nationwide  regulation.  .  .  . 
Charging  that  the  proposed  standards 
wotild  have,  at  best,  "a  limited  impact 
on  the  nation's  air  quality"  but  never- 
theless would  impose  considerable 
costs  upon  motorcycle  owners,  the 
Council  recommended  that  the  [EPA] 
not  implement  the  proposed  stan- 
dards. Even  if  nothing  comes  of  it, 
the  Council's  stand  indicates  that  not 
all  federal  agencies  are  united  in  the 
antimotorcycle  campaign. 

—Road  Rider. 

Kids  Can  Dream 

Mothers  say  no,  no  before  the 
child  can  ever  tell  her  what  she 
wants  but  I  think  mothers  should  let 
them  finnish— Libby. 

—What  is  a  Mother,  compiled  by 
Lee  Parr  McGrath  &  Joan  Scobey. 

Hard  Law  to  Break 

It's  not  so  easy  to  get  a  paiking 
ticket.  First  you  have  to  find  a  park- 
ing place. 

—Lucille  S.  Harper, 
Wall  Street  Journal. 


CARTER  WON'T  BE  KEFAUVERED 

by  M.S.  Forbes  Jr. 


Unless  he  stumbles  badly  in  the 
score  or  so  remaining  primaries, 
Jimmy  Carter  will  come  out  ahead 
of  everyone  else  in  this  year's  pri- 
mary derby— and  he'll  get  the  Dem- 
ocratic nomination  as  a  result. 

Backers  of  Hubert  Humphrey 
and  those  who  don't  cotton  to  the 
Georgian  peanut  farmer  are  com- 
ing up  with  numbers  showing  that 
even  if  Carter  does  well  in  the  rest 
of  the  primaries,  he'll  still  be  far 
short  of  the  number  of  delegates 
needed  to  nominate. 

Carter,  for  example,  got  only  a 
handful  of  New  York's  huge  dele- 
gation. The  bulk  of  California's 
even  larger  delegation  will  likely 
go  to  Jerry  Brown.  A  goodly  por- 
tion of  the  delegates  in  such  large 
states  as  Illinois,  Texas  and  New 
Jersey  have  gone  or  will  go  to 
favorite  sons.  Of  the  849  delegates 
picked  so  far.  Carter  has  won  only 
247,  or  29%. 

At  .first  glance  it  would  seem 
that  Carter  could  suffer  the  same 
fate  that  befell  another  Southern 
outsider  back  in  1952,  Estes  Ke- 
fauver.  Kefauvei  won  14  of  that 
year's  17  primaries.  He  defeated 
President  Truman  in  New  Hamp- 


shire and  humiliated  other  political 
biggies  in  other  states. 

But  like  Carter,  Kefauver  was 
disliked,  distrusted  by  the  Demo- 
cratic establishment  and  the  regu- 
lar politicos  crushed  him  at  the 
convention.  Adlai  Stevenson,  who 
like  Hubert  Humphrey,  hadn't 
bothered  to  run  in  a  single  pri- 
mary, handily  took  the  brass  ring 
on  the  third  ballot. 

Will  history  repeat  itself?  It's 
highly  unlikely.  The  Democrats 
don't  control  the  White  House  as 
they  did  in  1952  or  1968  (when 
Humphrey  was  nominated  though 
he  avoided  every  primary).  The 
Democratic  "bosses"  have  only  a 
shadow  of  the  clout  they  once 
wielded.  With  more  primaries  and 
"open"  caucuses  than  ever  before, 
there  are  only  a  limited  number 
of  delegates  to  be  bossed. 

Most  important,  this  is  a  year 
when  the  best  way  to  become  a  po- 
litical insider  is  to  i"un  as  an  out- 
sider. It  wouldn't  appear  very  dem- 
ocratic if  the  Democratic  con- 
vention denied  Carter  the  nomina- 
tion after  he  had  led  the  pack  in 
30-plus  primaries;  that  would 
hardly  be   the   image  for   a  party 


to  portray  in  a  year  like  this. 
The  only  way  Carter  can  be 
stopped  is  if  he  is  decisively  beaten 
in  several  of  the  remaining  pri- 
maries, and  that  gets  unlikelier  with 
each  passing  contest. 
#      *     * 

In  the  wake  of  the  1968  elec- 
tions, presidential  primaries  prolif- 
erated, and  when  George  McGov- 
ern  knocked  out  heavily  favored 
Edmund  Mu.skie  for  the  1972 
Democratic  nomination,  political 
pundits  deploringly  concluded  that 
the  increased  number  of  voter  con- 
tests made  it  exceedingly  difficult 
for  a  centrist  to  win.  Since  voter 
turnouts  in  primaries  are  usually 
low,  the  Committed  exercise  dis- 
proportionate clout. 

Yet  the  success  of  Ford  and  Car- 
ter effectively  disputes  that  asser- 
tion. Carter  avoids  labels  and  takes 
victory  after  victory.  Rightist  Ron- 
ald Reagan  will  probably  win 
enough  primaries  to  keep  his  can- 
didacy afloat,  but  centrist  Ford  will 
win  the  prize. 

Messy  and  boring  as  they  may 
be,  the  primaries  are  working  as 
well  or  better  than  the  many  sug- 
gested refoiTOS. 


FORBES,    MAY   1,    1976 


17 


When  the  wild  blue  yonder 

gets  wild,** 
youll  be  glad  you  have 
more  than  two  engines.  ' 


iHSSf; 


m 


■•.v. 


According  to  FAA  regulations,  two  engines  are  not 
considered  sufficient  for  extended  commercial 
passenger  flights  over  water 

So  why  should  two  engines  be  sufficient  for  you? 

JetStar  II  has  four  engines  and  a  range  of  more 
than  3,100  statute  miles.  It  can  take  you  across  the 
continent  or  across  the  ocean.  And  if  the  going  gets 
rough,  it  can  take  you  above  the  weather 

What's  more,  all  backup  systems  work  better  with 
four  engines.  Thrust  reversers  are  more  efficient. 
Pressurization  and  temperature  control  systems  are 
more  effective. 

And  four  engines  are  only  four  of  its  advantages. 

When  it  comes  to  fuel  consumption,  JetStar  II 
is  like  an  economy  car  in  a  world  of  Cadillacs.  It  can 
save  the  typical  user  100,000  gallons  of  fuel  a  year 
over  the  only  other  jet  with  comparable  comfort. 


And  JetStar  II  is  designed  to  help  you  weather 
a  long  flight  in  complete  comfort.  It  has  a  spacious 
cabin  with  6'1"  headroom,  a  6'1"  lavatory,  and  a  full- 
size  hot-meal  galley,  so  you  won't  have  to  eat  in  shifts. 
Plus  plenty  of  luggage  room. 

The  new  JetStar  II.  The  biggest  value  in  business 
■jets.  Deliveries  begin  this  year 

For  more  information,  call  Bryan  Moss: 
(404)  424-3206.  Or  write  him  at  the  Lockheed-Georgia 
Company,  Marietta,  CA  30063. 

]etStaffi 

'^^       Lockheed -Geoi^a  Company,  Marietta,  Georgia. 


Red  Seas? 


The  latest  Soviet  offensive:    F^ 
To  capture  a  growing  share  of 
the  world  shipping  business. 


The  Soviet  merchant  marine,  once  a 
collection  of  undersized  tramp  steam- 
ers, has  become  the  world's  second- 
largest  merchant  fleet  (after  flag-of- 
convenience  Liberia)  in  number  of 
ships  and  the  seventh  in  total  ton- 
nage. In  the  past  decade,  it  has  near- 
ly doubled  to  17.8  million  dead- 
weight tons,  while  the  U.S.  fleet  de- 
clined slightly  to  14.9  million. 

Russian  ships  don't  necessarily  have 
to  pay  the  high  salaries,  insurance 
premiums,  capital  costs  or  interest 
charges  that  keep  capitalist  ship  op- 
erators sweating  over  their  calculators 
and  Telex  machines. 

The  Russians  have  been  concen- 
trating on  building  cargo  Uners,  in- 
cluding in  recent  years  the  efficient 
containerships  that  carry  the  high- 
priced  cargo  among  the  major  indus- 
trial countries. 

"Up  until  the  mid-Sixties,"  ex- 
plains one  shipping  man,  "the  Rus- 
sians had  relatively  small  breakbulk 
cargo  liners  that  were  really  only  com- 
petitive in  the  low-profit  Third  World 
trade  or  among  their  satellites.  With 
the  ships  they  have  now,  they  can 
come  into  our  markets  way  below  our 
rates— and  wipe  us  out." 

Talk  about  the  Western  operators 
being  "wiped  out"  is  an  exaggeration 
—but  that's  a  fair  sample  of  the 
kind  of  talk  going  around  the  ship- 
ping business  these  days.  On  the  sur- 
face, at  least,  shipping  is  a  sort  of 
worldwide'club  of  "conferences"  (car- 
tels in  pldin  English)  that  set  cargo 
rates  for  member  shipowners. 

In  the  U.S.,  the  conferences  are 
"open"— anyone  can  join— and  regu- 
lated by  the  Federal  Maritime  Com- 
mission. Overseas,  they  tend  to  be 
"closed"  and  pretty  much  unregulated. 
If  you  own  a  ship,  and  want  to  com- 
pete against  the  overseas  conferences 
by  cutting  your  rates,  you  can  run  into 
obstacles  hke  the  "fighting  ship"  tac- 
tic. Every  time  your  rate-cutting  ship 
sails,  there  will  be  a  conference-subsi- 
dized ship  with  even  lower  rates— 
imtil  you  give  up  or  make  a  deal.  Nev- 


ertheless, it  has  been 
possible  for  small  oper- 
ators to  compete  against 
the  conferences  on  price 
—but  in  the  past,  the 
cheaper  ships  usually 
haven't  been  able  to  offer 
the  same  frequency  of 
sailings,  reliability  or  quality.  Until  the 
Soviets  entered  the  picture,  that  is,  and 
refused  to  play  the  conference  game. 

"They're  offering  rates  from  5%  to 
40%  below  conference  rates,"  claims 
Edward  Heine,  president  of  U.S. 
Lines.  "Not  only  that,  but  they're  tak- 
ing the  cargo  uith  the  highest  value 
and  the  highest  profit  to  the  ship  op- 
erator, like  electronic  goods." 

Recent  rate  schedules  filed  with  the 
Federal  Maritime  Commission  for 
Trade  Route  29  (U.S.  West  Coast 
to  the  Far  East)  support  Heine's  con- 
tention. The  lowest  conference  rate 
for  shipping  airconditioners  was  $101 
for  2,000  pounds  or  40  cubic  feet. 
A  Soviet  carrier  was  charging  $65  for 
•the  same  quantity  of  airconditioners. 

Estimates  of  the  Soviet  market 
share  vary  widely.  One  industry  man 
says  that  Soviet  liners  have  taken 
about  10%  of  the  market  in  the  major 
shipping  trades— not  enough  to  blow 
competitors  out  of  the  water.  As  a 
U.S.  oflBcial  says,  though,  "It's  the  up- 
ward trend  that's  a  problem." 

The  response  of  the  U.S.  and  for- 
eign shipowners  has  been  to  wave  the 
stick  of  government  regulation  at  the 
Soviets.  The  American  Merchant  Ma- 
rine lobby  went  ahead  and  got  sym- 
pathetic Congressmen  to  introduce  a 
spate  of  clumsily  drawn  bills  that 
would  have  restricted  not  only  the 
Soviets  but  rate-cutting  capitalists  as 
well.  Happily,  none  of  the  bills  has 
yet  passed. 

The  Soviets  have  some  replies  to 
all  the  Western  attacks  on  their  mari- 
time policy.  They'd  be  willing  to  play 
the  conference  game,  they  say,  if  the 
other  conference  members  wouldn't 
indulge  in  under-the-table  rebates 
and  bribes  (a  fact  of  life  in  the  ship- 


ping business).  And  they  insist  that 
they  aren't  out  to  destroy  Western 
shipping  lines.  They  say  they  only 
want  their  rightful  place  in  the  sun. 

What  are  the  Russians  after?  Cut- 
ting through  their  propaganda  and 
the  near-hysteria  of  the  Western  ship 
operators,  two  reasons  stand  out: 

One  is  geopolitical.  The  strategic 
value  of  a  big  merchant  marine  has 
become  clear  to  the  Soviets  over  the 
years,  particularly  after  incidents  like 
the  U.S.  quarantine  and  boycott  of 
Cuba.  Western  ships  chartered  by  the 
Russians  to  supply  their  client  state 
were  shoved  out  of  other  markets  by 
the  U.S.  boycott,  so  the  Russians  had 
to  pay  through  the  nose  for  space- 
when  they  could  get  it.  If  you  have 
your  own  ships,  you  can  ship  your 
foreign  trade  or  military  supplies  when 
and  where  you  choose. 

The  second  is  simpler:  dollars.  Not 
only  do  the  Russians  save  hard  cur- 
rency on  their  own  imports  and  ex- 
ports, but  they  can  earn  foreign-ex- 
change profits  carrying  cargoes  in  the 
cross-trades,  and  use  the  money  to  pay 
for  machinery  and  food. 

The  real  problem  right  now  for  all 
shipowners  is  the  sluggish  state  of 
world  trade.  Despite  the  gradual  re- 
covery in  the  U.S.,  the  volume  of 
world  trade  is  still  below  the  high 
level  of  1974.  And  shipping  is  a  high- 
ly leveraged  business— fixed  costs  can 
represent  over  70%  of  total  cost. 

If  shipping  picks  up,  a  compromise 
can  probably  be  worked  out,  with  the 
Soviets  joining  the  conferences  or  at 
least  cooperating  with  them,  and  the 
Westerners,  in  turn,  cutting  the  So- 
viets in  for  a  slice  of  the  business.  If 
trade  doesn't  pick  up  substantially, 
there  could  be  a  nasty  fight.  ■ 
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The  Biter 
Gets  Bit 

Welcome  to  the 
red-tape  factory, 
Congressmen. 

The    age    of    accountancy 
has    finally    overtaken    the 
pohticians.     Thanks     to     a 
number  of  new  federal  and 
state  election  campaign  reform  acts, 
the     estimated      $500-million-a-y  ear- 
plus    political    campaign    business    is 
painfully   learning   what   other   busi- 
nesses learned  long  ago:    That  with 
public  scrutiny  and  regulation  comes 
red  tape  and  btireaucracy.  The  pels, 
in  short,  are  getting  mired  in  the  bu- 
reaucratic society  that  most  of  them 
so  enthvisiastically  helped  to  create. 

Suddenly,  they  have  to  open  their 
books  widely  and  regularly  to  outside 
accountants.  "If  a  candidate  for  any 
federal  oflBce  today  is  going  to  run 
an  active  campaign  without  profes- 
sional accounting  help,  he  does  so  at 
tremendous  political  risk,"  says  Sena- 
tor Henry  Jackson's  campaign  trea- 
surer, Walter  Skallerup  Jr.  Adds 
Thomas  Moran,  President  Ford's  com- 
mittee comptroller:  "Candidates  will 
have  to  seek  more  and  more  help  from 
accountants."  Moran  figures  the  new 
laws  cost  the  Ford  organization  some 
$200,000. 

It  all  started  with  the  1974  Fed- 
eral Election  Campaign  Act,  which 
amounted  to  self-imposed  regulation 
of  candidates'  fiscal  behavior. 

Among  other  things,  the  law  pro- 
hibits candidates  who  receive  federal 
matching  funds  from  spending  over  16 
cents  per  voter  in  most  states.  It  limits 
most  campaign  contributions  to 
$1,000  per  candidate  per  contribu- 
tor. Corporate  and  labor  union  con- 
tributions are  prohibited,  except 
through  registered  Political  Action 
Committees.  Most  regulated  indus- 
tries cannot  extend  unsecured  credit 
to  campaigns;  and  government  con- 
tractors cannot  contribute,  period. 
And,  the  law  states  that  most  in-kind 
contributions  must  carry  their  fair 
market  value,  and  come  within  the 
contribution  ceilings. 

The  law  also  clearly  defines  debt 
forgiveness  as  a  contribution.  The  air- 
lines and  the  telephone  companies, 
for  example,  once  readily  extended 
credit  to  many  campaigns.  If  the  can- 


didates paid  off  their  debts,  fine.  If 
not,  the  companies  cotJd  forgive  the 
debts.  Now  campaigners  must  pay 
cash  on  the  barrelhead  for  their  air- 
line tickets  and  telephones. 

So  far,  so  good.  Who  could  argue 
with  imposing  stricter  morality  on  our 
politicians?  But  morality  in  the  mod- 
em world  seems  to  demand  endless 
record-keeping  and  constant  policing. 
Enter  the  accountants. 

"Essentially,"  says  Edward  Mazur, 
of  the  American  Institute  of  Certified 
Public  Accountants'  Washington  di- 
vision, "the  legislation  imposes  a  dis- 
ciplined system  on  a  business  used  to 
operating  out  of  a  cigar  box." 

Take  the  1974  law's  reporting  re- 
quirements. Presidential  candidates 
operating  in  more  than  one  state  must 
file  monthly  financial  statements  with 
the  Federal  Election  Commission  item- 
izing every  receipt  and  expenditure 
over  $100.  Last  February,  for  exam- 


ple, the  Jackson  campaign  received 
$120,000  and  spent  $1.3  million.  Its 
report  for  the  month  included  some 
1,350  items  and  ran  over  150  pages. 
"And  we  have  to  get  it  in  to  the 
FEC  within  ten  days  of  the  close  of 
business!"  explodes  Martin  Katz,  the 
Jackson  Committee's  32-year-old 
comptroller.  "The  Securities  &  Ex- 
change Commission  gives  companies 
45  days  for  quarterly  reports  and  90 
days  for  annuals." 

The  1974  law  says  Presidential  can- 
didates can  spend  no  more  than 
$10.9  million  for  "campaigning,"  and 
no  more  than  20%  above  that  amount 
for  "fund-raising."  The  accounts  must 
be  kept  separate.  But  suppose  a 
campaign  organization  mails  letters 
urging  the  folks  to  vote  for  a  candi- 
date and  send  him  money:  Is  such 
a  mailing  a  "campaigning"  expense 
or  a  fund-raising  activity?  The  poli- 
ticians must  solicit  the  judgment  of 
the  accountants. 

The  Act  created  the  Federal  Elec- 
tion Commission  as  an  independent 
regulatory  body  to  ensure  that  poli- 
ticians comply  with  the  law.  If  they 
don't,  they  can  be  fined,  disqualified 
from  oflBce  or  even  jailed.  So  you  can 
bet  the  politicians  will  be  keeping 
good  records. 

Beverly  Hills  CPA   (and  a  finance 
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lan  in  both  the  Jackson  and  Gover- 
lor  Edmvmd  [Jerry]  Brown  cam- 
laigns)  Barry  Wagman  figures  that 
t  all  levels  of  government,  650,000 
oliticians  have  active  campaigns  in 
given  year.  Since  nearly  all  of  them 
ow  come  under  election  reform  laws, 
e  says,  they'll  need  some  accounting 
dvice.  "If  just  25%  of  those  cam- 
aigns  spend  $1,000  on  accounting 
dvice,"  Wagman  reasoned  to  Forbes, 
that's  $165  milhon  a  year  in  business 
or  the  accountants." 

Who  wants  the  business?  Probably 
ot  the  Big  Eight  accounting  firms. 
>ampaigns  are  always  short  of  cash. 
>.nd  there  is  the  danger  of  scandal, 
f  an  accountant  puts  in  a  system 
r  a  campaign  and  there's  a  scandal, 
e    accovmtant's    name    goes    right 
longside  the  poHtician's  name,  even 
the    accountant   is    no   longer   in- 
lolved,"  explains  Robert  Conn,  a  man- 
ger   of    Arthur    Andersen    &    Co.'s 
Washington  oflBce.   "People  will  say, 
jce,   the  scandal   must  be   the   ac- 
ounting  system's  fault.  Who  designed 
le  system?"  And  that  makes  accoun- 
ants  pretty  nervous." 
Thus,  the  accoimtants  who  get  in 

fn  the  business  will  likely  be  the  less 
ostly  fellows.  Or  they  may  be  firms 
ke  Krieger,  Dwares  &  Stein  in  Dela- 
are  and  Jules  Glazer  in  California 
lat  have  developed  specialized  ex- 
ertise  in  doing  the  poUticians'  books. 

One  would  assume  that  the  pohti- 
ians  would  have  the  good  grace  not 
)  complain  about  the  expense  and 
other  that  the  new  bill  is  putting 
lem  to.  Not  so,  however.  They  are 
Iready  moaning  and  groaning  about 
Senator  Hubert  Humphrey 
roused:  "We  have  so  many  cockeyed 
jles  that  it  becomes  impossible  to  do 
nything."  Senator  John  Pastore,  from 
hode  Island,  called  the  1974  law  a 
monster."  Sneered  Representative 
l^iUiam  Dickinson  of  Alabama:  "Em- 
ire-building." 

However,  they  can't  really  expect 
luch  sympathy  from  the  rest  of  us, 
ow  can  they?— especially  from  busi- 
essmen  who  struggle  daily  with  the 
ureaucratic  bubble  gum  inflicted 
pon  them  by  Congress. 

Representative  Millicent  Fenwick 
lit  it  very  well  in  rebutting  congres- 
bnal  critics  of  the  reform. 

Why  are  politicians  so  despised, 
tr.  Speaker? .  .  .why  do  people  feel 
lat  we  are  always  up  to  something? 
lecause  we  give  them  a  reform  act .  , . 
ad  then  when  the  commission  does 
rescribe  regulations,  we  try  to  \m- 
ercut  them."  ■ 


Keep  Doing 
What  YouVe  Poing^^ 

Bill  Ballhaus'  policy  at  Beckman  Instruments:  Slow  but  sure. 


A  FEW  YEARS  AGO,  cvcn  William 
Ballhaus,  president  of  Fullerton, 
Calif. 's  Beckman  Instruments,  was  get- 
ting uneasy  at  how  long  it  was  taking 
him  to  rebuild  the  once-promising 
company  Chairman  Arnold  Beckman 
had  founded.  Sales  were  rising  slow- 
ly, profits  not  at  all.  Despite  the  in- 
strument field's  supposed  glamour, 
Beckman  was  earning  only  5%  or  6% 
on  its  stockholders'  money. 

"I  had  a  very  serious  conference  with 
Dr.  Beckman  on  that,"  Ballhaus  re- 
calls. "I  was  probably  investing  more 
heavily  in  new  businesses  than  any- 
one in  our  industry,  and  I  told  him, 
I  said,  'You're  going  to  be  70  years 
old,  you  own  a  million  shares  that 
you  may  want  to  Hquidate,  and  if 
you're  liquidating,  perhaps  I  should 
cut  out  some  of  this  investing  and 
let  our  earnings  come  through.' 

"You  know  what  he  said?  He  said, 
"You  keep  doing  what  you're  doing.' 
He  didn't  care  that  his  stock  was  sell- 
ing at  one-third  what  it  could  have 
been  selUng  at.  He  just  said,  'You 
keep  doing  what  you're  doing.'  " 

Which  of  course  is  what  Ballhaus 
really  expected  him  to  say.  From  the 
time  he  came  to  the  company  from 
Northrop  in  1965,  Ballhaus  made  it 
clear  that  he  had  no  intention  of  pro- 
ducing results  overnight.  Beckman 
makes  analytical  instruments  (like 
blood  sample  analyzers),  process  con- 
trol equipment  and  space  systems. 
The  trouble  was,  its  defense  and  space 
markets  were  sluggish.  Ballhaus'  job 
was  to  get  Beckman  out  of  fading 
businesses  and  into  growth  ones  not 
contingent  on  government  budgets. 

"We  wanted  to  develop  a  market 
where  we  could  succeed  or  fail  on 
our  own,  not  because  somebody  cut 
the  budget,"  he  says.  "I  told  Dr.  Beck- 
man, I'm  going  to  take  four  times  as 
long  to  do  anything  because  you  have 
a  company  of  outstanding  reputation 
and  I  don't  want  to  hurt  that.'  " 

Beckman  was  in  some  businesses, 
Ballhaus  felt,  where  it  didn't  belong 
(analog  computers,  for  example,  and 
test  instruments,  where  Hewlett-Pack- 
ard was  too  strongly  entrenched).  So 
Ballhaus  either  sold  them  off  or 
phased  them  out.  He  also  began  pxill- 
ing  back  in  areas  of  low  profit  or  low 
demand,  like  scientific  instruments  or 
systems  for  defense  and  space  pro- 
grams. He  began  investing  heavily  in 
new  product  lines  with  good  growth 
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potential,  Uke  clinical  and  industrial 
instruments  and  equipment.  Result: 
For  four  or  five  years  Beckman 
seemed  to  be  going  nowhere.  As  old 
business  lines  declined  and  new  ones 
started  up,  sales  hvmg  around  $130 
million,  profits  around  $4  million. 

But  after  1971  Ballhaus'  efforts  be- 
gan to  take  hold.  Despite  the  reces- 
sions, earnings  have  grown  every  year 
since  1972.  In  this  fiscal  year  (to 
June  30)  sales  will  probably  hit  $249 
million,  earnings  $11  million  ($1.45  a 
share),  up  from  $3.9  million  in  1971. 
Powering  the  gain:  Beckman's  new 
clinical  and  industrial  lines,  now  82% 
of  sales. 

In  retrospect,  Ballhaus'  strategy 
seems  obvious  enough— play  down 
the  less  promising  government  and 
scientific  markets,  play  up  the  more 
dynamic  clinical  and  industrial  ones. 
Where  Beckman  once  woiJd  have 
pushed  high-priced  equipment  to  the 
U.S.'  200  research  hospitals,  it  now 
concentrates  instead  on  seUing  lower- 
priced  equipment  to  the  U.S.'  8,000 
clinical  hospitals  and  6,000  clinical 
laboratories.  In  addition,  it  supplies 
the  consumables  its  equipment  uses- 
like  kits  for  blood  tests  and  the  re- 
agents used  in  other  clinical  testing. 

Five  Billion  A  Year 

Beckman's  new  medical  market  is 
booming.  Partly  because  malpractice 
suits  are  forcing  doctors  to  double- 
check  their  diagnoses,  some  5  billion 
diagnostic  tests  were  made  in  the  U.S. 
last  year,  vs.  only  2.9  biUion  as  re- 
cently as  1971.  Beckman's  analytic 
machines  permit  lab  technicians  with 
little  training  to  conduct  fast,  reUable 
tests.  The  customers  love  it.  For  ex- 
ample, a  laboratory  may  charge  a 
patient  $25  for  a  thyroid  test  using  a 
Beckman  test  kit  costing  $1.25.  In 
some  ways  now,  Beckman's  kits  are 
to  its  machines  what  Gillette's  blades 
are  to  its  razors. 

As  Ballhaus  sees  it,  Beckman  is 
merely  off  the  critical  list:  "At  7% 
pretax  and  10.8%  return  on  stock- 
holders' equity,  we  are  not  a  great 
company.  But  our  rate  of  improve- 
ment is  outstanding."  In  1971,  return 
on  equity  was  only  5.7%,  pretax  mar- 
gins 2.9%;  so  there's  clear  improve- 
ment. Chairman  Beckinan?  He's  on  a 
76-day  trip  around  the  world.  "If  we 
weren't  doing  well,"  Ballhaus  says, 
"he  wouldn't  be  on  the  ship."  ■ 
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South  Af  rica« 
Can  It  Go  It  Alone? 


No^  the  Cubans  and  black  guerrillas  are 
not  about  to  conquer  white  South  Africa, 
but  Africa's  richest  nation  has 
internal  problems  that  will  prove  much 
more  dangerous  in  the  long  run. 

With  Rhodesia's  capitulation  to 
black-majority  rule  only  a  matter  of 
time  and  with  thousands  of  well- 
armed  Cuban  mercenaries  firmly 
planted  in  Africa,  the  pressure  shifts 
to  South  Africa,  a  country  where  4 
million  whites— the  majority  of  them 
Afrikaans-speaking*  descendants  of 
Dutch  and  French  Huguenot  settlers 
—rule  21  million  blacks  and  other  less- 
than-light-skinned  people.  For  this 
racist  policy.  South  Africa  is  shtumed 
even  by  its  fellow  white  and  capitalist 
nations. 

In  spite  of  the  turmoil  to  its  north 
and  its  global  unpopularity.  South 
Africa  is  not  militarily  vulnerable  ex- 
cept to  limited  guerrilla  warfare.  It 
could  put  as  many  as  265,000  white 
soldiers  into  the  field,  armed  beyond 
anything  else  in  Africa,  and  more  than 
a  match  for  Soviet-armed  Cubans.  It 
is  also  a  safe  bet  that  the  South  Afri- 
cans have  or  quickly  could  make  nu- 
clear weapons.  In  the  unlikely  event 
of  support  by  actual  Rvissians  for  an 
invasion,  South  Africa  could  count  on 
reluctant  support  from  the  U.S.— and 
possibly  even  from  China,  which  is 
more  anti-Russian  than  it  is  pro-hb- 
eration.  But  that  could  mean  the  be- 
ginning of  a  global  war,  and  neither 
side  is  eager  for  that. 

Yet  South  Africa  cannot  much 
longer  travel  its  present  course.  The 
real  threat  is  internal  and  economic. 

For  now,  what  South  Africa  fears 
most  of  all  is  a  violent  incident  or 
series  of  incidents  comparable  to  the 
Sharpeville  shootings  of  Africans  by 
South  African  police  in  1960.  The 
South  African  internal  security  forces 
could  handle  it— the  police  and  a 
75,000-strong  paramilitary  commando 
force  charged  with  safeguarding  es- 
sential installations.  But  South  Africa 
must  fear  the  scenes  on  TV,  the  head- 
lines and  their  inevitable  internation- 
al consequences,  the  concerted  eco- 
nomic, pohtical  and  even  perhaps 
guerrilla  moves  that  might  follow  such 
an  incident.  You  cannot  throw  a  nu- 

•A    language    that    developed    In    South    Africa    from 
17fh-contury  Dutch. 
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Symbols.  Some  South  African 
churches  long  ago  banished  apartheid. 
Now,  with  the  ending  of  "petty 
apartheid,"  this  insulting  "European" 
bench  is  destined  for  the  museum. 


UUROPUAMS 


clear  bomb   at  an  internal  problem. 

Don't  judge  South  Africa  by  the 
standards  of  Rhodesia  or  Mozam- 
bique or  preindependence  Algeria. 
Like  Israel,  South  Africa  is  a  national 
problem,  not  a  colonial  problem.  The 
whites  are  not  colonials  in  the  old 
sense.  They  are  descendants,  a  good 
many  of  them,  from  settlers  who  pio- 
neered a  barren,  nearly  uninhabited 
land  during  the  same  two  centuries 
mat  saw  the  U.S.  develop  from  wild- 
erness to  independent  nation.  South 
African  settlers  neither  destroyed  nor 
enslaved  (in  a  legal  sense)  the  blacks 
—most  of  whom  were  not  indigenous, 
but  moved  down  from  the  North. 

Legend  to  the  contrary.  South  Af- 
rica is  not  a  rich  country— at  least 
not  yet.  Its  gold  mines  function  prof- 
itably only  with  dirt-cheap  labor.  Its 
industry  is  not  competitive  on  a  world 
scale.  Its  economy  is  too  small  to 
provide  the  capital  needed  to  develop 
South  Africa's  great  mineral  resources. 

South  Africa  has  the  largest  gross 
national  product  in  Africa,  but  that 
isn't  saying  much:  Its  GNP  last  year 
was  only  $29.6  billion— less  than  one- 
fifth  of  Canada's,  though  the  popu- 
lations are  comparable.  If  white 
South  Africans  are  well  off,  it  is  be- 
cause the  blacks  are  poor,  not  because 
the  country  is  rich.  Less  than  20%  of 
the  population,  the  whites  get  70%  of 
the  income. 

For  several  centuries,  the  whole 
area  was  too  arid  and  too  poor  to 
attract  mass  immigration.  But  by  the 
1880s  the  newly  discovered  gold  and 
diamond  mines  began  to  draw  both 
black  and  white  labor. 

Into  this  sleepy  farming  region,  the 
economic  eruption  of  gold  mining 
came,  bringing  into  an  isolated,  poor, 
crabbed  and  authoritarian  white  so- 
ciety the  sometimes  chilling  breezes 
of  the  modem  world.  One  thing  can 
be  said  for  capital:  It  is  color-blind. 
The  capitalist-owned  mines  used 
black  and  white  labor  indistinguish- 
ably;  after  all,  the  poor  whites  had 
only  recently  risen  one  small  cut  above 
the  native  black  man. 

But  in  1913  the  white  workers,  after 
a  bloody  strike,  won  the  right  to  form 
trade  unions,  their  bastion  to  this  day 
against  both  the  bosses  and  the  blacks. 
After  World  War  I,  hard  times  hit  the 
mines  and  pressure  was  on  to  cut 
costs.  Tlie  whites  rebelled  against  be- 
ing displaced  by  cheaper  black  labor. 
They  struck,  and  the  govennncnt  of 
Jan  Smuts,  an  Afrikaner,  but  one  with 
a  world  view,  put  them  down.  The 
white  workers  lost,  but  all  modern 
South  African  history  stems  from  that 
time  in  1922.  The  laboring  men  of  the 
strongly  socialist,  even  communist, 
mines,  whoso  trade  unions  were 
strongly    socialist,    even    communist, 
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pro-Nazi  Afrikaner  politicians  who 
made  up  the  opposition  to  British 
rule.  Ideology  has  always  made 
strange  bedfellows.  Together  the  un- 
ions and  the  Afrikaner  politicians 
formed  the  National  Party,  which 
has  ruled  South  Africa  since  1948.  In 
1976  one  of  South  Africa's  leading 
young  economists  and  adviser  to  the 
government,  Dr.  Lawrence  McCrystal, 
can  say  with  feeling  and  understand- 
ing: "Any  minister  of  labor  who  for- 
gets 1922  is  in  for  trouble." 

White  Welfare  Society 

What  the  white  miners  secured  af- 
ter 1922  was  the  right  of  preserving 
skilled  work  for  whites  only.  The  la- 
bor restrictions  of  the  mines  were  ap- 
pUed  in  turn  to  manufacturing  and 
other  occupations. 

The  injustice  of  all  this  is  obvious. 
What  is  finally  dawning  on  the  whites 
is  that  it  is  bad  economics  as  well. 
By,  for  all  practical  purposes,  exclud- 
ing most  of  the  nonwhites  from  the 
economy.  South  Africa  has  restricted 
its  internal  market  to  a  dangerous  de- 
gree. For  example,  South  Africa  pro- 
duces about  230,000  cars  a  year.  But 
the  white  market  is  saturated,  with 
more  cars  per  family  than  anywhere 
in  the  world  except  the  U.S.  There  is 
not  yet  a  sufficient  black  or  colored 
(mixed-blood)  or  (East)  Indian  mar- 
ket to  buy  more  cars.  The  manufac- 
turers are  hurting,  crying  out  for  mar- 
kets, but  a  real  black  market  is  not 
seen  until  the  decade  of  the  1980s, 
and  there  is  no  foreign  market,  be- 
cause black  Africa  will  not  buy  South 
African  automotples.  Not  yet  anyway. 

Nor  can  South  Africa  run  a  modem 
economy  with  only  whites  doing 
skilled  work. 

In  the  words  of  one  Afrikaner  busi- 
nessman: "We've  got  to  stop  using  the 
black  laboring  man  like  a  one-fifteenth 
horsepower  machine."  South  Africa 
must  develop  more  and  bigger  sec- 
ondary industries  to  give  work  to  its 
rapidly  expanding  population— a  pop- 
ulation growth  rate  higher  than  that 
of  India.  Among  the  whites  the  pop- 
ulation   grows    through    immigration; 
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>|  BLACK  HOMELANDS  (1974  CONSOLIDATION  PROPOSALS) 

Fantasy  &  Reality.  Labor  for  South  African  industry  could  commute  from  the 
new  countries  (see  map)  if  bullet  trains  were  used.  Below  is  Soweto,  home 
of  1  million  blacks,  a  quarter  of  whom  commute  daily  to  Jo'burg  jobs. 


among  the  blacks  it  grows  because 
of  better  medical  services.  At  the  same 
time,  the  country  must  develop  manu- 
facturing to  reduce  its  dependence  on 
raw  materials:  South  Africa  depends 
on  foreign  trade  for  58%  of  its  gross 
national  product.  It  sends  out  raw  and 
semiprocessed  metals  and  gemstones, 
foodstuff^s  and  wool,  hides  and  skins. 
It  is,  in  short,  a  developing  coimtry, 
not  a  developed  one. 

To  put  it  simply,  there  is  no  future 
growth  market  in  South  Africa  with- 
out the  development  of  the  black  and 
colored  and  Indian  popvdations. 

It  usually  comes  as  a  shock  to  lib- 
erals to  have  to  think  of  trade  unions 
as  reactionary  forces;  in  South  Africa 


the  unions  most  definitely  are.  The 
white  unions  of  South  Africa  refuse  to 
apprentice  any  black  laborer  for  a 
skilled  trade.  They  refuse  to  train 
him.  The  old  fear  is  still  there  of  the 
surplus  of  low-priced  labor  that  could 
put  the  high-priced  whites  out  of 
their  jobs.  And  there  is  the  obvious 
economic  advantage  to  the  whites  of 
maintaining  the  artificial  lack  of  skills 
in  the  South  African  job  market. 
Wages  in  South  Africa  are  bargained 
nationally  in  what  are  called  indus- 
trial councils,  comprising  the  trade 
unions— which  represent  whites  and 
colored  workers  as  well— and  the  em- 
ployers, with  government  standing  by 
to  sanction  the  agreements.  A  rate  for 


the  job  is  set,  but  in  a  skills-shortage 
situation,  nobody  who  is  white  and 
in  a  key  job  gets  the  rate  for  the  job. 
He  sometimes  gets  double  or  even 
triple  that  rate. 

This  leads  to  the  necessity  for 
what  is  called  job  dilution.  In  South 
Africa  this  very  often  means  changing 
the  name  of  the  job  so  that  the  black 
man  can  be  paid  less  than  the  white. 

Unfair  as  this  may  be,  it  has  an 
economic  advantage.  The  South  Af- 
rican economy  will  never  become  ef- 
ficient if  it  has  to  pay  blacks  the 
same  artificially  inflated  rates  of  pay 
the  whites  get.  The  country's  produc- 
tivity is  low  enough  as  it  is.  Thus  on 
the  state-owned  railways,  a  shunter— 
the  guy  who  throws  the  switch— is  a 
white  and  makes  $218.50  per  month; 
a  train  marshal  does  the  same  job,  is 
black  and  gets  $185.15  a  month. 

Just  to  make  sure  this  system  works 
the  way  the  white  unions  want  it  to, 
the  government  has  restrictions  on  the 
ratio  of  blacks  to  whites  that  can  be 
employed  in  any  factory  or  work 
place.  In  the  Witwatersrand  area— 
the  industrial  heartland  centering  on 
Johannesburg— the  ratio  is  2.5  blacks 
to  one  white.  Government  inspectors 
come  around  to  count  heads.  But  with 
the  need  for  workers,  especially  semi- 
skilled workers,  more  blacks  are  al- 
lowed to  work  in  a  given  place  than 
than  the  ratio  would  allow.  The  gov- 
ernment's inspector  turns  his  head— 
for  a  small  consideration,  of  course. 

So  well  does  the  system  work  that 
the  government  has  been  able  to  dis- 
pense with  most  of  the  old,  and  now 
embarrassing,  laws  restricting  certain 
jobs  to  whites.  The  battle  is  left  to 
the  white  unions  who  form  the  elec- 
toral base  of  the  ruling  national  party. 

But  that  same  government  knows 
that  South  Africa  in  just  four  years 
time  will  need  some  3.8  million  more 
skilled  workers  and  the  white  labor 
force  can  only  supply  1.8  million— a 
shortfall  of  2  million. 

That  same  government  also  knows 
that  South  Africa  needs  an  economic 
growth  rate  of  6.5%  to  absorb  the  in- 
flow of  175,000  to  200,000  black 
Africans  to  the  job  market  every  year. 
And  it  needs  to  do  something  to  re- 
duce its  heavy  dependence  on  gold, 
which  comprises  only  some  10%  of  the 
gross  national  product  but  more  than 
a  third  of  South  Africa's  essential  ex- 
ports. South  Africa  last  year  ran  a 
balance-of-payments  deficit  even  after 
the  gold  exports  were  included  of 
$1.8  billion— the  equivalent  in  terms 
of  its  GNP  of  a  $102-billion  deficit 
for  the  U.S.  South  Africa  covered 
much  of  its  deficit  through  capital  in- 
vestment inflow  plus  borrowing. 

South  Africa's  government  made  its 
economic  plans  last  year,  fantastically 


Detente,  African-style,  hit  its 
peak  last  August  at  Victoria  Falls 
when  South  Africa's  John  Vorster 
met  Zambia's  Kenneth  Kaunda. 


enough,  on  the  assumption  that  the 
gold  price  would  remain  at  around 
$175.  South  Africa's  economy  is  in 
very  tenuous  shape  these  days,  and 
there  is  no  growth  looked  for  at  all 
this  year.  South  African  government 
issues  pay  the  highest  interest  rates 
in  London's  Eurodollar  market  this 
year.  The  government  is  trying  to  hold 
down  its  own  spending,  but  that  is 
not  easy  in  South  Africa's  welfare 
state  (for  whites). 

Invisible  Woman 

So  much  of  what  is  happening  in 
the  black  community  in  urban  South 
Africa  is  summed  up  by  Sarah  Chitja, 
who  is  deputy  leader  of  the  National 
Union  of  Clothing  Workers.  That  is  a 
black  union  and  therefore  unrecog- 
nized by  the  government  for  purposes 

Unfinished  Business? 

Radicals  like  to  lump  Israel  and 
South  Africa  together  as  the  last 
piece  of  unfinished  business  in  the 
liquidation  of  "neocolonialism"  in  the 
African-Mideast  area.  As  usual,  the 
radicals  are  trying  to  bend  history  to 
fit  their  particular  mold,  but  the  two 
nations  do  face  a  cornmon  problem: 
An  unwillingess  on  the  part  of  their 
neighboring  countries  to  concede  their 
right  to  exist.  This  common  problem 
has  begun  drawing  the  two  very  dis- 
similar nations  closer  together.  South 
African  Prime  Minister  John  Vorster 
last  month  made  a  highly  publicized 
visit  to  Israel— flying  nonstop  because 
neither  Arab  nor  black  African  coun- 


of  wage  bargaining.  The  Afrikaner 
politicians  and  businessmen  are 
agreed  on  that  point:  Their  own 
Afrikaner  history  has  convinced  them 
that  trade  unions  are  inevitably  politi- 
cal, therefore  black  trade  unions  can- 
not get  oflBcial  recognition.  But  they 
exist  and  intelligent  employers  con- 
sult them.  (The  State  Department 
recommends  that  all  U.S.  employers 
^in  South  Africa  consult  them. ) 

Sarah  Chitja's  union  has  achieved, 
however,  the  nearest  thing  to  recogni- 
tion because  85%  of  the  labor  force 
in  the  Johnannesburg  garment  indus- 
try is  black.  "The  white  workers  have 
grown  old,"  she  says,  "their  sons  and 
daughters  can  find  better  work.  They 
are  not  coming  to  the  industry." 

Are  things  getting  better?  Here  is 
how  Sarah  Chitja  sees  it:  "Things  are 
gradually  getting  better,  but  on  a 
very  slow  pace.  The  youth  of  today  is 
more  enlightened,  and  impatient.  I,  a 
woman  in  my  50s— closer  to  60  years 
old— growing  up  at  a  different  time. 
.  .  .  I've  contributed  to  my  community, 
to  the  union,  to  the  African  self-help 
society.  .  .  .  Why  then  can't  I  be  rec- 
ognized? What  is  it  that  I  lack?"  Any 
white  South  African  with  a  brain  in 
his  head  is  asking  the  same  question. 

A  measure  of  how  far  the  whites 
have  come  in  the  evolution  of  their 
thinking  is  the  black  Homelands  poli- 
cy. This  is  not  so  much  an  effort  to 
forestall  giving  a  political  and  eco- 
nomic stake  to  the  blacks  as  it  is  an 
effort  to  dilute  the  effect.  The  "white 
areas"  of  South  Africa  constitute  some 
87%  of  the  country.  The  rest  is  the 
traditional  tribal  areas  around  the 
fringes  of  industrial  and  agricultural 
South  Africa— giant  Indian  reserva- 
tions as  it  were.  There  are  8.5  mil- 
lion blacks  in  the  Homelands,  9.5  mil- 
lion in  the  white  areas.  The  plan  is 
therefore  to  make  the  Homelands  /;i- 
dependent  countries,  thereby  halving 
the  black   population   at  one   stroke. 


tries  wanted  his  plane  to  land.  One 
result  of  the  trip  could  be  a  South 
African  purchase  of  Israel's  Kfir  fight- 
er plane  and  other  weapons.  Yet  an- 
other result:  a  combination  of  Israel's 
scientific  knowhow  with  South  Af- 
»  rica's  vast  uranium  reserves  for  nu- 
clear purposes. 

Strange  bedfellows?  They  are  no 
stranger  than  the  alliance  of  ftMidal 
Saudi  Arabia,  socialist  Algeria  and 
Black-Power  Uganda  to  destroy  white 
South  Africa  and  Jewish  Israel.  No 
stranger  than  Red  China's  refusal  to 
condemn  the  South  African  military 
response  to  the  Russo-Cuban  itiMi- 
sion  of  Angola. 
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IFTHEY  BREAK  UP 
THE  (NL  COMPANIES, 
YOU'LL  RAY  THROUGH 

THE  HOSE. 


There  are  people 
who  want  to  dis- 
member America's 
integrated  oil 
companies— those 
companies  that  do 
the  whole  job  from 
exploration  through 
marketing. 

Today,  more 
than  50  integrated 
oil  companies  com- 
pete for  your  busi- 
ness. Hundreds  of  firms 
compete  in  various  phases 
of  the  industry— explora- 
tion, production,  refining, 
transportation,  and 
marketing. 

What  would  happen  if 
the  oil  companies  were 
taken  apart? 

Ironically,  prices  would 
go  up,  not  down.  A  so- 
called  breakup  would 
destroy  the  efficient  inte- 
grated system  and  create  a 


need  for  a  new  layer  of 
costly  and  unnecessary 

"middlemen."  Additionally, 
the  chaos  created  by  such 
a  breakup  would  make  it 
tougher  for  the  industry  to 
attract  the  capital  it  needs. 
Millions  of  Americans  in 

'  oil  and  oil-related  indus- 
tries could  lose  their 
job  security.  Technical  ad- 
vances would  be  slowed 
down.  Money  needed 
to  search  for  new  supplies 


would  dry  up. 

The  result?  Less 
domestic  oil 
would  he  available, 
increasing  our 
dependence  on 
foreign  oil.  America 
could  be  weakened. 
You,  the  consumer, 
would  be  less  cer- 
tain of  getting  the 
oil— the  automotive 
gasoline  and  home- 
heating  fuel  and  other 
products  you  need— when 
you  need  it,  while  paying 
more  for  what  you  get. 

Before  it's  decided  to 
take  apart  the  oil  compa- 
nies—let's find  out  just 
who  would  benefit.  We 
firmly  believe  it  wouldn't 
be  you. 

We're  working  to  keep  your  trust. 


It  seems  an  incredible  plan— ten  in- 
dependent states  created  within  what 
is  now  South  Africa.  It  includes  large 
visions  of  an  eventual  confederation 
of  states.  It  also  includes  shorter  term 
and  more  cynical  plans  to  create  for 
South  African  industry  pools  of  labor 
who  can  present  no  political  or  even 
economic  threats  to  the  ruling  group. 
It  is  a  fantasy  of  sorts,  but,  like  all 
fantasies,  appealing  to  people  looking 
for  a  way  out  of  a  situation  they  en- 
joy but  know  cannot  last. 

The  Homelands  is  in  one  sense 
the  culmination  of  South  Africa's 
weird  policy  of  apartheid,  or  com- 
plete separation  of  races  and  peoples. 
Since  it  came  to  power  in  1948,  the 


Moodliar  runs  the  metal-fabricating 
business— sinks,  pots,  trays,  etc.  for  in- 
stitutional use— founded  by  his  father. 
No  white  man  can  buy  such  a  busi- 
ness in  the  Indian  area.  Does  Mood- 
liar  feel  protected?  The  hell  he  does! 
"I  think  it's  absolutely  cockeyed,"  he 
says.  "One  of  the  biggest  mining 
houses  in  South  Africa  wanted  to  take 
over  this  business,  and  my  family  and 
I  thought  the  ofiFer  was  a  good  one. 
We  wanted  to  sell.  But  the  govern- 
ment prohibited  us  from  selling." 
There  are,  after  all,  some  capitalists 
in  South  Africa,  although  not  in  the 
Department  of  Indian  Affairs. 

The  first  of  the  Homelands  gets  its 
independence  this  October  as  the  new 


Light  One  Candle:  Arthur  Ashe  has  played  in  South  Africa  three  years  in  a 
row.  Why?  Ashe  believes  the  way  to  forge  inroads  in  South  Africa  is 
through  contact  and  communication.  He  teaches  tennis  to  Soweto  young- 
sters, and  his  presence  lifts  the  whole  community. 


National  Party  government  has 
stressed  the  tribalism  of  South  Afri- 
can black  people— when  in  fact,  after 
a  century  and  more  of  contact  with 
the  white  man's  Western  economy  and 
culture.  South  Africa's  blacks  are  pos- 
sibly the  least  tribal  people  on  a  still 
tribal  continent.  Throughout  the 
South  African  government's  massive 
and  very  expensive  carrying  out  of  its 
apartheid  policy  there  run  mingled 
strains  of  paternalism,  cynicism  and 
idealism:  building  new  and  better 
homes  for  black  people,  but  then  im- 
posing tribal  division  in  the  housing 
project  on  people  who  have  lived  in 
cities  for  years,  maybe  generations. 

South  Africa,  which  again  is  not  a 
very  wealthy  country,  has  spent  liter- 
ally billions  of  dollars  over  the  years 
and  created  a  massive  bureaucracy 
(staffed  by  white  South  Africans)  to 
care  for  the  Bantu— their  word  for 
black— the  colored  and  the  Indian. 

Do  the  Indians,  who  came  as  inden- 
tured laborers  to  the  Natal  sugarcane 
fields  in  the  19th  century,  still  need 
a  lot  of  care?  Some  don't,  but  they 
get  it  just  the  same.  For  instance,  in 
an  Indian  area  near  Durban,  Visedlu 


nation  of  Transkei.  The  Transkei  re- 
gion right  now  is  a  Denmark-sized 
area  on  the  Indian  Ocean  (see  map, 
p.  23). 

It  is  potentially  a  rich  agricultural 
area,  with  adequate  rainfall  and  good 
land.  Right  now  its  farming  is  tribal— 
which  means  that  cattle  are  held 
as  wealth  rather  than  sold  for  cash 
or  slaughtered  for  food.  Therefore, 
Transkei  does  not  produce  enough  to 
feed  its  own  1.7  million  people. 

Transkei  raises  com,  the  staple 
crop  of  South  Africa,  but  raises  it 
very  inefficiently— some  10%  of  what 
white  South  African  farmers  get,  and 
white  South  African  farmers  get  only 
two-thirds  what  Illinois  farmers   get. 

In  all,  the  region  today  has  a  na- 
tional income  of  about  $500  million, 
only  some  $140  million  of  which  is 
generated  internally.  The  balance 
comes  in  grants  from  the  South  Af- 
rican government  and  from  remitted 
earnings  of  360,000  migrant  workers 
from  Transkei  who  work  in  South  Af- 
rica's mines  and  the  industries  of  the 
western  Cape  Province  region. 

Migrant  workers  from  these  re- 
gions-become-countries   will   then   be 


contracted  for  between  the  govern- 
ment of  the  new  country  and  the  gov- 
ernment of  South  Africa  in  much  the 
same  way  as  Mozambique  miners  are 
contracted  for  between  the  govern- 
ments now:  Mozambique  sends  its 
people  to  the  South  African  mines, 
the  South  Africans  "defer"  paying  the 
miners  two-thirds  of  their  wages,  pay 
that  two-thirds  actually  to  the  Mo- 
zambique government  in  gold.  Later, 
when  the  miners  return  to  Mozam- 
bique, its  government  pays  them— in 
paper  currency— after  deducting  taxes; 
it  sells  the  gold  for  hard  cvurency.  In 
Africa,  the  South  African  government 
is  not  the  only  one  that  exploits  peo- 
ple. Cynicism  in  this  world  is  not  re- 
stricted to  any  race,  creed,  color  or 
brand  of  revolutionary  movement. 

Subterfuge? 

Are  the  Homelands  only  a  subter- 
fuge? Maybe  some  people  intend 
them  to  be,  but  once  launched,  they 
will  be  much  more.  Stella  Sigcau,  the 
daughter  of  a  powerful  tribal  chief, 
is  Minister  of  Interior  in  the  Transkei. 
Asked  if  South  Africa's  famous  seg- 
regated facilities  would  continue  in 
the  independent  Transkei,  Sigcau  an- 
swered with  a  knowing  smile:  "They 
[the  whites]  can't  afford  to  make  a 
mistake  with  the  Transkei,  because 
they  can't  afford  to  have  it  be  their 
mistake."  So,  the  estimated  30,000 
whites  who  will  be  working  in  the 
Transkei— many  of  them  on  loan  from 
the  South  African  government— could 
be  in  for  a  novel  experiment  in  South 
African  interracial  living. 

An  opposition  leader  in  the  Trans- 
kei, Knowledge  Guzana  is  a  lawyer 
and  a  man  who  fought  long  for  a 
united,  multiracial  South  Africa.  He 
still  believes  in  a  multiracial  society, 
but  is  prepared  to  work  with  the 
new  reality.  Again  the  knowing  smile: 
"The  Republic  cannot  allow  its  baby 
to  be  placed  in  a  p>osition  in  which 
it  can  be  swung  by  the  legs  and  the 
world  can  say,  'You  see?'  " 

Can  such  a  hodgepodge  work?  The 
Afrikaners  take  great  heart  from  the 
fact  that  the  Organization  of  African 
Unity  at  its  declaration  from  Dar  es 
Salaam  in  April  1975  did  not  accuse 
South  Africa  of  the  crime  of  colonial- 
ism, except  in  South-West  Africa  or 
Namibia,  but  of  the  "lesser"  (by 
their  standards)  crime  of  racism. 

In  answer  to  that,  South  Africa  is 
now  sponsoring  talks  designed  to  spin 
off  an  independent  South-West  Africa. 
Whether  it  becomes  independent  the 
way  South  Africa  wants  or  the  way 
the  South-West  Africa  People's  Or- 
ganization (SWAPO)  wants  is  anoth- 
er question.  But  you  get  the  distinct 
impression  that  South  Africa  would 
negotiate  a  compromise. 
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We  built  this  Tbronado  Brougham  for  Mark  Pierce, 

\^^o  Ukes  the  feeling  that  no  matter  how  bad  the  weather, 

front  wheel  drive  will  pull  him  through. 


1976  TORONADO 

Can  we  build  one  for  you? 


Mark  doesn't  exactly  look  forward  to 
driving  through  a  rainstorm.  Or  a  snow- 
storm. Or  ice.  Or  sleet.  But  sometimes 
he  has  no  choice. 

That's  when  he  really  appreciates 
Toronado's  front  wheel  drive. 

By  pulling  the  car  around  corners  and 
along  straightaways  instead  of  pushing 
it,  front  wheel  drive  provides  impressive 
traction  on  rainy  or  snowy  pavement. 

Of  course,  people  like  Mark  appreciate 
Toronado's  engineering  and  its  beautiful 
styling.  But  what  you'll  really  enjoy  is  the 
"inner  world"  of  Toronado— that  feehng 
of  serenity,  of  confidence.  Even  when 
weather  or  road  conditions  vary,  you'll 
know  your  Toronado  will  get  you 
through. 

There's  a  lot  to  enjoy  in  the  1976 
Toronado  Brougham:  beauty, 
personal-sized  luxury,  and  the  con- 
fident feel  of  front  wheel  drive. 
Come  rain  or  come  shine. 


**With  distributed 
processing,  we've  extended 
computing  power  to  people 

who  need  it." 

As  businesses  grow,  the  data  processing  needs  of  corporate  management  sometimes 
diverge  from  those  of  the  operating  departments  and  field  locations.  Staff  executives 
generally  want  compan3rmde  data,  while  line  managers  often  require  specialized  applications 
related  to  operations.  A  single  distributed  processing  system  can  answer  both  needs. 

In  a  distributed  processing  system,  the  workload  is  shared  between  the  central  computer 
and  smaller  computing  units  called  controllers,  which  serve  clusters  of  terminals  at  operating 
departments  or  remote  locations.  Here  two  organizations  report  on  their  use  of  distributed 

processing  systems  based  on  IBM  System/370 
computers. 

At  Work  Wear, 
"we've  gained  centralized  financial 
control  while  providing 
decentralized  operating  control." 


Rental  uniforms  are  handled  more  efficiently  at  Work 
Wear's  33  plants  with  the  aid  of  distributed  processing. 


"With  distributed  processing,  corporate  is 
getting  a  complete  picture  of  the  financial 
state  of  the  company  each  morning,  in  time  to 
act  on  it.  At  the  same  time,  we're  giving  data 
—and  the  responsibility  for  handling  it— to 
our  sales  regions','  says  Joseph  B.  Kirshbaum, 
president  of  the  Rental  Services  Division  of 
Work  Wear  Corporation  of  Los  Angeles. 

The  division,  which  rents  and  launders 
work  clothes  and  industrial  linen,  uses  the 
IBM  3790  Communication  System  as  the  dis- 
tributed processing  link  between  head- 
quarters and  its  33  plants  across  the  country. 

"We've  gained  centralized  financial  control 


while  providing  decentralized  operating  control','  continues  Mr.  Kirshbaum.  "And  with  dis- 
tributed processing,  we've  extended  computing  power  to  people  who  need  it'.' 

At  each  plant,  IBM  display  terminals  are  online  to  a  3791  controller,  which  acts  as  a  small 
computer  with  its  own  locally  stored  data.  During  the  day,  plant  personnel  themselves  refer 
to  this  local  data  and  constantly  update  it  regarding  customer  billing  service  records,  plant 
data  for  local  operations  and  for  printing  invoices,  pickup  slips  and  reports.  At  night,  all  con- 
trollers transmit  the  day's  data  to  the  central  Model  145  computer,  which  updates  the  division- 
wide  master  files.  The  3790  runs  under  Sys- 
tems Network  Architecture  (SNA),  which 
brings  a  new  dimension  of  economy  and  effi- 
ciency to  teleprocessing  networks. 

At  Broadview  Savings, 

"the  productivity  of  our  tellers  has 

increased  more  than  30%'.' 

Another  IBM  distributed  processing  sys- 
tem is  the  3600  Finance  Communication  Sys- 
tem. At  Broadview  Savings  and  Lx)an  Com- 
pany of  Cleveland,  the  3600  speeds  the  online 
flow  of  information  between  29  local  offices 
and  the  company's  Model  145  virtual  storage 
computer.  Throughout  the  organization,  IBM 
terminals  are  within  reach  of  tellers  and 
officers  alike. 

"Equally  important,  the  system  allows  our 
tellers  to  step  through  transactions  without 
our  central  computer','  points  out  Jack 
Rupert,  Broadview  president.  "That's  because 
every  office  is  linked  to  a  nearby  controller 
with  full  data  processing  and  data  base  capabilities  for  that  office.  We  have  10  such  controllers 
in  the  system  linked  to  the  Model  145. 

"Through  distributed  processing  and  the  3600,  the  productivity  of  our  tellers  has  in- 
creased by  more  than  30%','  adds  Mr.  Rupert.  "The  result  is  shorter  lines  in  front  of  the 
tellers'  windows  and  better  service  in  handling  transactions.  Moreover,  every  teller  at  every 
office  is  always  ready  to  serve  any  customer." 

For  further  information,  call  your  local  IBM  Data  Processing  Division  office.  Or  write 
IBM  Corp.,  Dept.  83F-F,  1133  Westchester  Avenue,  White  Plains,  N.Y.  10604. 


Distributed  processing  helps  provide  better 

customer  service  at  all  29  offices  of  Broadview 

Savings  and  Loan  and  its  affiliates. 


Computers  help  get  things  done. 
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A  great  dinner,  cont'd. 
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New  And  Old.  Baragwanath  Hospital  near  Soweto,  with  outlying  clinics,  treats 
1 .3  million  outpatients  a  year.  Yes,  it's  a  showpiece  of  the  regime.  But  its  med- 
icine is  no  worse  for  that.  It  brings  modern  medicine  to  many  people  still 
moored  in  tribal  ways.  Tribalism  is  epitomized  by  these  Xhosa  lads  in  the 
Transkei  who  are  undergoing  their  six-month  trial  of  manhood.  Going  off  to 
work  in  the  mines,  a  new  trial  of  manhood,  is  replacing  these  traditional  ways. 


In  the  same  compromising  way 
South  Africa  is  now  talking  with  the 
MPLA  (the  Popular  Movement  for 
the  Liberation  of  Angola)  in  Angola, 
where  its  entry  into  the  fighting  put 
strains  on  its  very  active  policy  of 
detente  with  Zambia  and  other  states. 
And  South  Africa  is  on  friendly  terms 
with  the  black  Frelimo  regime  in 
Mozambique,  running  that  country's 
ports  and  railroads  and  supplying 
most  of  its  foreign  exchange  through 
the  gold-mining  labor  deal.  In  Africa, 
things  are  rarely  as  black  and  white 
as  they  seem. 

As  to  Rhodesia,  which  is  accused 
of  colonialism,  the  Afrikaner  attitude 
seems  to  be  one  of  pity  mingled  with 
contempt.  A  leading  Afrikaner  com- 
pares the  situations  of  the  two  coun- 
tries this  way:  "We  are  trying  to 
find  a  formula,  a  compromise  way.  In 
Rhodesia  they  are  backed  into  the 
corner  of  absolute  black  or  absolute 
white  iiile.  There  is  no  alternative." 
Meaning:'  The  Afrikaner  will  change 
to  survive ;  Rhodesia  is  dispensable. 

Why  so  much  sweet  reason?  Pos- 
sibly because  South  Africa  realizes 
its  mineral  riches  are  not  enough  to 
hold  the  industrialized  world  to  ran- 
som; that  the  industrial  world  might 
well  insure  itself  of  a  longer  term  sup- 
ply of  basic  minerals  by  backing— as 
it  is  publicfy  doing— black  Africa. 

To  survive,  far  from  going  it  alone, 
the  Afrikaner  is  trying  to  embrace 
Africa.  As  the  new  "White  Tribe" 
looks  north  across  Africa,  it  does 
not  see  democratic  governments;  it 
sees   what    in    a   simpler    time    were 


called   "dictatorships"— sometimes   be- 
nevolent, sometimes  violent. 

South  Africa  already  is  an  authori- 
tarian society  and  a  partly  socialist 
one  as  well.  The  government  owns 
the  major  steel  company,  oil  refiner- 
ies, chemical  plants,  railroads,  the 
airline,  coal  processors,  electric  utili- 
ties and  communications.  The  step 
toward  a  fully  statist  society  would 
not  be  such  a  great  one— and  with 
survival  at  stake,  might  not  be  great- 


ly resisted  by  the  bulk  of  the  whites. 

With  democracy  as  Americans 
know  it  in  retreat  in  so  much  of  the 
world,  it  is  depressing  to  hear  South 
Africans  talk  openly  of  the  need  for 
a  dictatorship.  There  is  much  talk  of 
"consensus  politics"  and  scorn  for 
"Westminster  politics"  (parliamentary 
democracy).  All  this  reflects  awe  at 
the  tremendous  tasks  facing  the  gov- 
ernment as  it  tries  simultaneously  to 
move  toward  greater  equality  while 
preserving  as  much  as  possible  of  the 
privileges  of  the  whites. 

In  this  situation,  authoritarianism 
sounds  appealing.  The  ruling  Afri- 
kaners must  make  sure  that  industry 
sets  up  in  border  areas  to  prevent 
concentrations  in  the  cities,  which 
would  only  continue  to  lure  more 
black  people  to  the  cities.  They  must 
make  allies  of  the  colored  population 
and  the  Indian— thus  outraging  die- 
hard white  supremacists.  And  they 
must  bring  a  better  standard  of  living 
and  eventually  some  political  rights 
to  urban  blacks,  again  starting  with 
local  control  rights.  Doing  all  this 
and  keeping  one  eye  on  the  ballot  box 
seems  overwhelming.  Even  then,  life 
must  be  kept  attractive  enough  to 
lure  considerable  immigration  to 
South  Africa  of  white  people  from  Eu- 
rope. (Actually,  whites  are  leaving, 
and  talented  whites  at  that.  South 
African  company  directors  report  that 
it  is  increasingly  hard  to  get  back  to 
South  Africa  the  men  it  sends  to  work 
abroad.  It  is  becoming  impossible  to 
get  their  children  back!) 

Blessed  Authority 

At  Pretoria's  influential  Africa  In- 
stitute, Senior  Researcher  Willy  J. 
Breytenbach,  one  of  Afrikanerdom's 
leading  young  intellectuals,  says: 
"Maybe  what  we  need  is  a  democratic 
holiday  and  an  enlightened  authori- 
tarian government."  In  the  Parliament 
building  in  Cape  Town,  presentable 
young  National  Party  M.P.  Byron  du 
Plessis  puts  it:  "I  am  convinced  that 
we  will  only  be  able  to  move  to  a 
different  kind  of  politics  in  this  coun- 
try after  we  get  through  the  phase 
of  survival  politics.  That  is,  not  until 
the  Homelands  are  independent. 

A  dictatorship  here— it  v/ill  almost 
certainly  be  called  something  else- 
might  have  to  take  action  against  its 
own  people  as  well  as  against  the 
blacks  and  white  liberals.  The  govern- 
ment already  has  been  telling  the 
white  trade  unions:  Shut  up  and  move 
over  to  make  room  for  more  black 
workers.  With  inflation  running  at 
15%,  the  government  has  requested 
that  white  pay  increases  be  held  to 
70%  of  the  cost  of  living  while  black 
pay  rises  at  100%.  The  unions  and 
their    members    wall     grumble— in 
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democracy.  In  a  dictatorship  they 
will  do  what  they  are  told,  for  the 
ostensible  good  of  society. 

Already  the  authoritarian  govern- 
ment of  Balthazar  John  Vorster  has 
forced  its  white  constituency  to  swal- 
low a  lessening  of  petty  apartheid. 
The  separate  facilities— toilets,  restau- 
rants, hotels,  park  benches,  entrances 
to  •  shops,  railway  stations,  airports, 
etc.— are  beginning  their  sloiv  disap- 
pearance from  the  scene. 

To  give  Americans  an  approximate 
understanding  of  what  South  Africa 
is  like:  It  is  like  the  U.S.  South  u.sed 
to  be  maybe  30  years  ago.  The  South 
changed,  and  the  paternalistic  Afri- 
kaner is  changing.  "It's  what  the\ 
teach  them  in  the  schools  today,"  says 
a  corn  miller  from  the  western  Trans- 
vaal. "They  teach  the  Afrikaner  to  re- 
spect the  Bantu  [the  South  African 
white  word  for  black  African]." 

And  the  analogy  to  the  Old  South 
tells  us  something  else.  The  whites 
and  blacks  of  the  U.S.  South  did 
not  go  away.  Where  would  they  go? 
Similarly,  anyone  who  thinks  that  the 
white  South  African  will  simply  pack 
his  bag  and  "return"  to  Europe  or 
elsewhere  is  simply  deluding  himself. 
The  whites— or  most  of  them— are 
willing  to  pay  a  price  to  stay. 

Sports  Solution? 

South  Africans,  white  and  black, 
are  \ery  sports-minded.  But  the 
whites  are  very  hurt  by  the  fact  that 
Soiith  Africa  is  barred  from  the  Olym- 
pics, barred  from  the  International 
Soccer  Federation,  barred  even  from 
traveling  to  Britain  to  play  those  be- 
loved South  African  games  of  rugby 
and  cricket.  The  result:  South  Af- 
rica is  cmrently  integrating  its  teams 
and  sports  events. 

The  real  indication  of  whether 
South  Africa  is  .serious  about  reform 
will  come  when  it  makes  education 
compulsory  in  the  urban  black  com- 
munity, as  it  did  in  the  1960;;  with 
Indian  and,  in  1973,  with  colored  edu- 
cation. Compulsory  means  the  state  is 
.serious— and  willing  to  spend  taxpa\ 
ers*  money— to  educate  its  population. 
One  of  history's  clear  truths  is  that 
once  you  educate  your  population 
there  is  no  turning  back. 

Which  rai.ses  a  question  lor  U.S. 
businessmen.  Are  they  supporting 
apartheid  if  they  invest  in  South  Al 
rica— as  radicals  and  .some  liberals 
seem  to  think?  The  facts  say  to  the 
contrary.  South  Africa  needs  foreign 
investment,  yes.  If  it  gets  none,  South 
Africa  will  adjust  to  growing  more 
slowly.  There  will  be  less  of  a  ph-  to 
share  with  blacks. 

Why  then  do  moderate  opponents 
of  the  government  criticize  foreign 
investment?  One  young  white  acti\ 
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ist  in  South  Africa  explained  it:  "I 
think  it  is  really  a  mistake  to  take 
the  cry  of  'Pull  out  foreign  invest- 
ment' as  a  demand  to  really  pull  out. 
It  is  a  way  of  bringing  pressure  for 
change  in  South  Africa  and  if  the 
foreign  investment  did  pull  out,  the 
people  wouldn't  say,  "Well,  we've 
achieved  our  objective.'  They  would 
just  find  some  other  way  to  bring 
pressure  for  change  in  South  Africa." 

What  U.S.  investment  at  its  best  is 
doing  in  South  Africa  is  taking  a  long 
view  and  behaving  accordingly.  Ford 
and  General  Motors  in  Port  Elizabeth 
have  a  good  reputation.  They  pay 
well  above  the  minimum  wage  that 
other  automakers  pay,  they  are  serious 
about  training  their  people,  which  is 
all-important,  and  they  pay  for  edu- 
cation of  their  workers'  children  in  a 
country  that  spends  $35  per  capita  on 
black  education  vs.  $550  per  capita 
on  white  education.  (Ford  and  GM 
don't  crow  about  this.  Forbes  heard 
it  from  a  South  African  labor  expert 
who  is  no  supporter  of  the  present 
scheme  of  things.) 

Minority  partnerships  with  South 
African  companies,  by  contrast,  pre- 
sent dangers,  as  a  recent  violent  in- 
cident between  South  African  police 
and  black  workers  at  a  plant  30% 
owned  by  New  Jersey's  Heinemann 
Electric  illustrates.  Even  though  the 
plant  is  70%  owned  by  Barlow  Rand, 
a  major  South  African  company,  the 
protest  to  the  United  Nations  will  be 
over  the   behavior  of   a   "U.S.   firm." 

Interconnectedness 

The  truth  about  South  Africa  was 
written  over  three  decades  ago  by 
historian  De  Kiewiet:  "It  is  one  of  the 
simplest  axioms  of  economic  thought 
that  the  whole  of  society  suffers  when 
any  important  group  within  it  suffers 
from  excessive  poverty,  inefficiency, 
inadequate  use  of  its  intelligence, 
wasteful  organization  of  its  labor,  or 
restrictions  upon  its  ability  to  work 
and  to  produce."  South  Africa  is  suf- 
fering, and  if  only  for  its  own  sake  it 
must  stop. 

It  is  easy  to  scoff  at  the  Afrikaners' 
vision  of  their  future— which,  in  effect, 
involves  shoving  about  half  the 
black  population  out  of  sight  and  then 
diluting  the  power  of  the  rest  by  unit- 
ing whites,  mulattoes  and  East  In- 
dians in  a  countervailing  bloc.  But 
concede  the  whites  this:  They  are 
now  willing  to  contemplate  a  system 
whereby  tl^eir  current  rights  and  priv- 
ileges would  be  greatly  curtailed. 
The  proposed  system  may  sound  il- 
logical and  may  tiu-n  out  to  be  im- 
practical. But  it  represents  an  alter- 
native to  the  terrible  slaughter— more 
probably  of  blacks  than  of  whites— 
that  seems  otherwise  inevitable.   ■ 


Ostracized — But  Not  Quite 


de  Loor 

JOEP  DE  LooR  is  South  Africa's  man 
at  the  World  Bank  and  the  Interna- 
tional Monetary  Fund.  Like  scores  of 
other  economists,  this  January  he  flew 
to  Jamaica  for  an  important  IMF 
conference.  But  he  missed  out  on  the 
cocktails  and  canapes.  Left-wing  Ja- 
maicans organized  nasty  street  dem- 
onstrations when  they  discovered  that 
a  South  African  official  was  in  Kings- 
ton. Hotel  waiters  refused  to  serve 
him;  he  ate  alone,  imder  armed  guard, 
his  meals  served  by  the  manager. 

Similar,  though  less  dangerous, 
problems  face  Roelof  Botha— the 
gruff,  well-connected  politician  who 
is  South  Africa's  new  ambassador  both 
to  the  U.S.  and  the  United  Nations. 
"We're  really  laying  low  at  the  U.N.," 
he  explains.  "If  somebody  pressed  the 
issue,  an  overwhelming  majority  in 
the  General  Assembly  would  certain- 
ly vote  to  kick  us  out."  U.S.  liberal 
politicians,  several  powerful  church 
groups  and  a  House  subcommittee 
headed  by  black  Representative 
Charles  Diggs  (Dem.,  Mich.)  contin- 
uously urge  a  harder  line  here. 

South  Africa's  isolation  is  even 
greater  at  the  World  Bank  and  IMF, 
which  set  currency  reserve  standards 
crucial  to  its  gold-based  economy.  In 
those  organizations,  nations  work 
via  official  voting  blocs.  The  South 
Africans  were  linked  with  Australia 
and  New  Zealand  until  1974.  Then 
Canberra's  newly  elected  Labor  gov- 
ernment refused  to  represent  them. 
Now  South  Africa  has  no  vote  at  all. 

Being  on  the  outs,  however,  doesn't 
necessarily  mean  being  without  influ- 
ence. "A  lot  of  people  cooperate  here 
and  then  yell  at  us  in  the  U.N.,"  says 
de   Loor.   The   French   "have   carried 


Botha 

the  ball  quite  nicely"  in  softening  the 
terms  of  the  IMF's  pending  25-mil- 
lion-ounce  gold  sale. 

Botha,  too,  has  his  contacts— and 
he  claims  the  recent  fighting  in  An- 
gola has  actually  enhanced  his  influ- 
ence. In  January  John  Tower  (Rep., 
Tex.)  and  20  other  senators  quietly 
asked  President  Ford  to  lift  the 
ban  on  Export-Import  Bank  loans  to 
South  Africa.  A  political  no-no  now, 
it  could  happen  after  the  election. 
Fluor  Corp.  is  managing  a  $2-billion 
coal-conversion  project  in  South  Afri- 
ca; Ex-Im  money  would  help  U.S. 
firms  get  more  such  business,  which 
now  goes  to  more  pragmatic  countries. 

Unlike  many  Arab  diplomats,  the 
Afrikaners  give  few  lavish  parties. 
South  Africa's  lobbying  is  more  sub- 
tle. Gary  Player  will  invite  several 
chief  executives  down  for  two  weeks 
of  golf;  a  leading  industrialist  will 
host  friendly  congressmen  and  wives 
in  Pretoria.  Recent  guests  include  Mc- 
Donnell Douglas  Chairman  Sanford 
McDonnell  and  Robert  Seymour, 
chairman  of  Consolidated  Natural 
Gas,  as  well  as  Representatives  Bob 
Wilson  (Rep.,  Caiif.)  and  William 
Whitehurst  (Rep.,  Va.),  both  mem- 
bers of  the  Armed  Services  Commit- 
tee. The  private  South  Africa  Foun- 
dation assists  some  2,000  foreign  visi- 
tors each  year.  Officially,  the  govern- 
ment's Department  of  Information 
spends  about  $1.6  mfllion  a  year  in 
the  U.S.,  largely  to  influence  opinion 
leaders.  Some  of  that  money  goes  to 
the  Washington  law  firm  of  Collier, 
Shannon,  Rill  &  Edwards,  which  makes 
political  contributions.  Current  recip- 
ients: Senators  James  Buckley  (Rep., 
N.Y.)  and  Robert  Taft  (Rep.,  Ohio). 
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Ocean  Mining:  Bonanza  Or  Bust? 


Some  very  big  outfits  would  risk  millions  to  find  out 
which— if  they're  sure  of  the  rules. 


Much  of  the  ocean  floor  is  paved 
with  black,  potato-sized  nodules- 
over  3  trillion  tons  in  all.  Scoop  them 
up,  extract  the  component  minerals 
and  presto!  every  ton  of  seabed  yields 
cobalt,  copper,  manganese  and  nickel 
worth  $300  at  current  prices. 

What's  more,  the  U.S.  needs  those 
strategic  metals.  Manganese  is  essen- 
tial to  steelmaldng,  but  there  is  no 
domestic  production:  U.S.  Steel,  for 
example,  depends  almost  entirely  on 
its  44%-owned  mine  in  Gabon.  The 
U.S.  also  has  no  cobalt;  our  imports 
come  from  Zaire.   There   are   a  few 


domestic  nickel  mines,  but  nearly  all 
of  the  U.S.'  nickel  comes  from  Cana- 
da. Copper  right  now  is  very  cheap 
and  the  U.S.  still  produces  most  of 
its  own,  but  copper  producers  like 
Chile  and  Peru  make  no  bones  about 
wanting  to  set  up  a  cartel. 

The  promise  of  profit  and  alternate 
supply  sources  has  already  pointed 
some  of  the  world's  largest  corpora- 
tions toward  the  sea  bottom.  Since 
1965  three  multinational  groups  have 
quietly  spent  over  $200  million  on  ex- 
ploration and  research.  U.S.  Steel  and 
Belgium's  Societe  Generale  are  in  one 
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Bottomless  supplies  on  the  bottom: 
A  little-known  natural  process  forms 
these  deep-sea  modules  (below) 
at  the  rate  of  10  million  tons  an- 
nually. They  are  24%  manganese, 
and  they  contain  significant  traces 
of  nearly  30  other  minerals.  World- 
wide, there  are  at  least  200  poten- 
tial mine  sites,  and  so  far  environ- 
mentalists have  raised  few  ob- 
jections to  underwater  mining. 
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venture,  in  which  Tenneco  has  a  mi- 
nority interest;  they  have  a  prospect- 
ing ship  busily  searching  for  choice 
'  mining  sites.  Kennecott  heads  another 
group  that  includes  Mitsubishi  of  Ja- 
pan, Britain's  Rio  Tinto  Zinc  and 
Consolidated  Gold  Fields.  Canada's 
International  Nickel  and  Dallas-based 
Sedco  have  joined  with  German  and 
Japanese  consortia  in  still  a  third  ef- 
fort. All  Lockheed  lacks  is  a  well- 
heeled  partner  to  try  out  its  deep- 
sea  skill. 

Despite  these  promising  signs, 
ocean  mining  isn't  going  anywhere 
soon.  Economic  and  political  risks 
abound.  Nonetheless,  the  three  major 
groups  have  each  tested  their  tech- 
nologies and  located  lifting  sites  in 
the  South  Pacific.  (Tenneco  even  filed 
a  "claim"  on  20,(KK)  square  miles  of 
ocean  floor  two  years  ago. ) 

What's  holding  things  up?  For  one 
thing,  nobody  really  knows  what  costs 
would  be;  there  hasn't  been  enough 
large-scale  experience.  It  could  take 
as  much  as  $700  million  to  set  up  a 
single  commercial-scale  operation. 

For  example,  winning  metals  from 
ferromanganese  nodules  involves  a 
chemical  leaching  process  quite  un- 
like conventional  smelting.  A  full-scale 
plant  would  probably  cost  more  than 
$300  million,  take  four  years  to  be- 
come operational  and  gobble  up 
3,000  tons  of  nodules  per  day.  Pro- 
viding those  raw  materials  depends 
upon  new  and  untested  mining  equip- 
ment that  can  operate  three  miles  un- 
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Vacuum  cleaner  or  conveyor  belt? 
Lifting  modules  from  three  miles 
underwater  doesn't  require  far-out 
technology.  The  most  efficient 
method  (above)  uses  what  amounts 
to  a  huge  ship-mounted  suction  tube. 
Another— and  potentially  cheaper- 
approach  (right)  is  a  moving  chain 
of  dredge  buckets.  Deep-sea  mining 
experts  know  either  system  will 
work,  but  no  one  yet  has  a  real 
handle  on  operating  costs.  The 
mining  ship  would  run  round-the- 
clock,  so  ore  carriers  would  ferry 
raw  material  to  a  processing  plant. 


DETAILS  OF  EQUIPMENT 
NOT  DRAWN  TO  SCALE 


SEA  FLOOR 
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Iherelsonly 

one  reason  to 
invest  money: 

to  make  more. 

The  three  key  factors  in  making  money  are 

•  premier  quality  investment  advice 

•  order  executions  that  save  you  money 

•  investing  through  a  financially 

dependable  firm 

For  seventy-two  years,  E.  R  Hutton  has 
been  helping  people  make  money. 

When  EJ.  Hutton  talks, 
people  listen. 


PAT 
A 

GO 

NIA 


May  seem  like  a  slightly  offbeat 
name  for  a  $500  million  corpora- 
ation  (AMEX)  but  at  least  it's  mem- 
orable. And  as  the  corporation's 
leasing  subsidiary  (others  engage 
in  banking,  savings  and  loan,  insur- 
ance and   mortgage    loans)   we 
think  our  services  are  pretty  mem- 
orable, too. 

Whether  you  need  a  factory  full 
of  production  machinery,  a  fleet  of 
barges,  heavy  industrial  equipment, 
business  machines,  or  whatever. 
We're  certainly  large  enough  to 
handle  it.  We  may  also  be  small 
enough  to  do  it  better. 

Call  today  and  find  out  some  of 
the  advantages  of  using  our  capital 
to  grow  with,  rather  than  tying  up 
your  own,  or  depleting  your  credit 
resources.  Or,  call  just  to  chat  about 
the  values  of  leasing,  and  how  they 
might  helpyou. 


a 


PATAGONIA 
LEASING  CO. 

Executive  Offices  and 
Western  Region 

3003  N.  Central  Ave., 
Phoenix,  Arizona  8501  2 
Phone  (602)  264-441  8 

Midwest  Region 
(Air  World  Center) 

10920  Ambassador  Dr., 
K.C.,  Mo.  64153 

Phone  (816)  891-9431 


der    water— using    either  a    conveyor 
belt  or  vacuum  lifting  system. 

John  Mero,  a  California  expert  who 
is  developing  ocean-mining  technol- 
ogy on  contract  for  firms  in  six  coun- 
tries (including  Atlantic  Richfield, 
Inco,  Phelps  Dodge,  Superior  Oil  and 
U.S.  Steel),  claims  his  mechanism  of 
synthetic  rope  and  dredge  buckets 
can  lift  nodules  for  $10  a  ton.  By 
contrast,  German  engineers  have  de-' 
veloped  a  vacuum  process  estimated 
at  $68.  John  Shaw,  who  heads  the 
Inco  consortium,  was  probably  closest 
to  the  truth  when  he  said,  "Mining 
costs  right  now  are  nearly  imknown." 

These  tmcertainties  are  compound- 
ed by  another:  Will  current  metal 
prices  hold  for  years  to  come?  // 
they  do,  and  if  total  operating  costs 
are  under  $50  a  ton,  then  a  pioneer 
ocean  miner  could  make  30%  a  year 
on  his  investment.  If  not,  he  could  lose 
his  shirt. 

Beyond  the  economic  mountains 
are  political  ones.  For  the  past  three 
years  United  Nations  negotiators 
have  been  haggling  their  way  toward 
an  international  treaty  to  control  de- 
velopment of  the  oceans.  Since  over 
125  countries  are  involved,  progress 
has  been  slow.  Without  a  treaty,  how- 
ever, the  oceans  are  a  pohtical  no- 
man's-land.  U.S.  Steel  can  start  mining 
royalty-free  in  the  South  Pacific  to- 
day—but it  has  no  exclusive  right  to 
any   unusually   rich   deposits   it   may 


discover.  And  any  subsequent  ocean 
treaty  could  impose  new  costs  on  its 
operations. 

Potential  U.S.  ocean  miners  have 
been  asking  Congress  for  protection 
against  those  risks  since  1971.  They 
don't  want  gunboats  or  government 
subsidies— only  the  abihty  to  buy  in- 
surance against  piracy  or  sabotage, 
and  a  guarantee  of  reimbiu-sement  if 
the  U.S.  should  later  sign  a  treaty 
requiring  them  to  pay  anything  above 
domestic  tax  rates  to  a  world  body. 

With  landlocked  producer  nations 
—like  Zaire  and  Zambia— pressing  for 
international  control  of  seabeds,  that 
legislation  recently  passed  key  hur- 
dles in  Congress.  Potential  unilateral 
U.S.  action,  however,  doesn't  please 
Secretary  of  State  Henry  Kissinger. 
He  hopes  that  ocean  mining  conces- 
sions will  help  the  U.S.  win  on  other 
negotiating  points  like  free  access  to 
all  shipping  lanes.  "It's  shameful  that 
our  Government  is  so  anxious  to  try 
and  get  a  treaty  that  we're  even  will- 
ing to  cut  oflF  a  new  source  of  mineral 
supply,"  says  James  Johnston,  an  econ- 
omist and  disgruntled  former  delegate 
to  the  United  Nations  Law  of  the  Sea 
sessions. 

An  Inco  man  sums  up:  "We  know 
we're  going  to  have  to  give  up  50% 
of  our  profits  to  somebody,  either  as 
domestic  taxes  or  as  an  international 
royalty."  What  the  industry  really 
wants,  however,  is  to  get  moving.  ■ 


Wanna  Buy  A  Spy  Ship? 


With  claim  sites  and  technology  to 
protect,  corporate  ocean  miners— like 
gold  prospectors  of  a  century  ago— 
don't  welcome  pubhcity.  Billionaire 
Howard  Hughes  was  supersecretive 
about  everything.  So  a  deep-sea-min- 
ing ventxire  by  Hughes'  Summa  Corp. 
was  the  perfect  cover  for  the  Central 
Intelligence  Agency's  1974  attempt  to 
salvage  a  Soviet  submarine. 

Now,  however,  that  $500-million 
flop  isn't  secret  anymore.  Hughes 
never  owned  the  custom-designed  res- 
cue vessel  and  wasn't  really  interested 
in  plumbing  the  depths  for  manga- 
nese nodules.  Now  the  General  Ser- 
vices Administration— Uncle  Sam's 
quartermaster— is  trying  to  unload  the 
CIA's    ship.    Today,    the    36,000-ton 


Glomar  Exp/orer— built  by  Global 
Marine  and  Lockheed— sits  docked  at 
Long  Beach,  Calif.  A  $7-million  coun- 
ty property  tax  claim  (for  the  years 
before  federal  ownership  was  ac- 
knowledged) is  tied  up  in  the  courts; 
the  Government  refuses  to  pay  it. 

Of  course,  ocean  mining  consortia 
are  prime  sales  prospects  for  the 
$300-million  vessel.  But  when  GSA 
invited  them  aboard  for  inspection, 
there  weren't  any  takers— even  at  bar- 
gain prices.  The  Glomar  could  cost 
over  $20  million  annually  to  operate, 
and  without  a  subsidy  it  may  stay  in 
mothballs.  "Sure  we  could  use  it,"  says 
one  mining  man  who  took  the  tour, 
"but  it  would  be  a  little  like  plowing 
the  back  forty  with  a  Rolls-Royce." 
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Wherever  in  the 
world  you  have 
"amilyandfnenda^ 
Wherever  n  the  woric 

you  do  business,    -^  •  ^^« 
an  International  % 
"elephone  call  IS  ^  ^ 
"he  next  best  thing 
to  being  there. 
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Bell  System 


Henry  Singleton^s  Singular  Conglomerate 


For  six  years  Teledyne  behaved  according  to  conglomerate  form. 

It  stagnated  and  started  downhill.  Suddenly  it  has  erupted  in  profits. 

Like  the  Cheshire  cat,  Chairman  Henry  Singleton  reappears  to  explain  why. 


Among  the  hot  stocks  of  the  1960s, 
Teledyne  Inc.  was  one  of  the  hottest. 
It  seemed  to  have  everything  going 
for  it.  Strung  out  across  a  number  of 
hard-to-enter    high-technology    fields, 
it  had  a  piece  of  everything  from 
nuclear  power  to  semiconductors, 
from  Vietnam  to  the  space  race. 
A  mere  $2  a  share  in  earnings  in 
1966  supported  a  stock  price  of  al- 
most  $100    (unadjusted   for   later 
stock  dividends  and  splits) . 

Like  all  the  rest,  it  didn't  last. 
A  year  ago,  you  could  pick  up 
Teledyne  shares  for  as  httle  as  9/s. 

If  only  you  had  picked  some  up. 
Instead,    you    probably    sold    out: 
Since  1972,  22  million  of  38  mil- 
lion shares  outstanding  were  ten- 
dered  to  the   company   treasiu^er, 
some  for  as  little  as  $14,  by  doubt- 
ful   investors.    Yet    over    the    past 
year,  Teledyne  has  once  again  been 
just  about  the  hottest  performer  on 
the    New    York    Stock    Exchange.    It 
soared  from  imder  $10  to  over  $50 
before  settling   down   aroimd   $45   a 
share.  Wall  Street  wisdom  has  it  that 
glamour    stocks    never    come    back. 
Teledyne  did.  How  come? 

It's  so  diverse  that  few  analysts  real- 
ly profess  to  understand  it.  For  ex- 
ample: You  know  those  funny  pulsat- 
ing shower  heads  you  see  advertised 
on  TV?  A  million  of  them  sold  at 
$25  to  $40  each  is  one  of  the  big  dif- 
ferences between  a  $690,000  loss  for 
Teledyne's  consumer  products  group 
in  1974  and  a  $13.1-million  profit  last 
year.  In  a  forest  of  thousands  of  prod- 
ucts—many used  in  other  companies' 
products— who  has  time  to  figure  out 
details  like  that?  Especially  when  the 
other  130  divisions  range  from  the 
most  intricate  and  unpredictable 
forms  of  government  contracting  to 
the  insurance  business,  itself  some- 
what unpredictable  of  late. 

But  then  Teledyne  plays  by  its  own 
rules,  not  those  of  the  analysts.  It  al- 
ways has  since  the  day  in  1960  when 
Dr.  Henry  E.  Singleton  threw  over 
the  traces  at  Litton  Industries  to  found 
it.  Singleton  and  his  assistant  general 
manager,  George  Kozmetsky,  each  put 
up  $225,000.  Within  a  year,  it  was 
clear  that  they  had  struck  it  rich. 

Between  1960  and  1969  Teledyne 
grew  from  a  tiny  contractor  with  sales 
of  $4.5  million  to  a  $1.3-billion  giant. 
More  important,  Teledyne's  earnings 
doubled  or  tripled  every  year  but  two; 
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"The  cat  seemed  to  think  that  there  was 
enough  of  it  now  in  sight,  and  no  more  of 
it  appeared."  —Lewis  Carroll 

in    1966  they   quadrupled.    By    1969 
the  company  earned  $58  million. 

But  then  in  1969  the  company 
seemed  to  settle  on  a  plateau.  Single- 
ton stopped  the  aggressive  acquisition 
program  almost  overnight  and  quick- 
ly paid  ofi^  all  short-term  debt.  Sure, 
Teledyne  weathered  the  recession,  but 
the  sheen  was  gone.  For  six.  years,  as 
sales  drifted  slowly  upward  with  in- 
flation, earnings  stayed  steady:  $58 
million,  $62  million,  $57  miUion,  $59 
million,  $66  million— until  1974,  when 
they  plummeted  to  $32  million.  What 
went  wrong  in  1974?  Teledyne's  prop- 
erty and  casualty  insurance-writing 
subsidiary.  Argonaut,  had  decided 
that  the  golden  fleece  lay  in  writing 
doctors'  malpractice  insurance. 

Breakout 

Equally  suddenly  last  year,  Tele- 
dyne was  ofl^  its  earnings  plateau.  A 
$31-million  insurance  and  finance  loss 
in  1974  had  been  supplanted  by  $19 
million  in  profit.  Just  as  important, 
Teledyne's  130-odd  other  divisions 
had  kicked  in  a  32%  advance  over 
1974's  net.  Teledyne  earned  a  total  of 
$101.7  million  on  its"  sales  of  $1.7  bil- 
lion, and  as  investors  noticed  the 
numbers  climbing,  the  stock,  its  float 
thinned  down  by  Singleton's  stock 
tenders,  took  off  like  a  rocket. 

In  the  past  few  months,  the  con- 
glomerate grapevine  has  been  quiv- 
ering with  rumors  that  Singleton  was 
going  on  an  acquisition  binge.  Would 
he  tender  for  his  alma  mater,  Litton 
Industries?    Certainly    Singleton    had 


the  .cash  flow  to  do  it;   and  not  just 
from  his  insurance  companies. 

Teledyne  grows  bigger  by  dividing 
businesses  into  smaller  parts  when- 
ever possible.  Outsiders  claim  there 
are  too  many  to  be  manageable, 
but  Singleton  claims  this  keeps  his 
managers  creative,  yet  not  waste- 
ful. So  does  the  fact  that  their 
bonuses  are  based  not  just  on  earn- 
ings but  also  on  cash  returned  to 
headquarters. 

Singleton  is  not  exactly  a  com- 
mimicative  man.  The  last  time  he 
gave    a    major    interview    was    in 
1970.  Yet  if  he  is  not  loquacious. 
Singleton  is  extraordinarily  articu- 
late  in   an    almost    mystical   vein. 
In  a  wide-ranging  story  called  "Sin- 
gleton's    Dream"     published     ten 
years  ago,  when  his  sales  were  only 
$86  million.  Singleton  told  Forbes 
Senior  Editor  Robert  J.  Flaherty  he 
wanted   to   create   "a   great   corpora- 
tion." Nothing  modest:  "CM,  AT&T, 
du  Pont— I  want  to  build  a  company 
of   that   type."    Would   he    make   it? 
asked   Flaherty  then.   "You   can't  be 
certain.   But  after  several   years   you 
can  get  a  clue  on  how  things  will  turn 
out.    If    young    Michelangelo    hadn't 
believed  in  himself,  the  world  would 
never  have  had  the  Pietd." 

Last  month,  Flaherty  returned  to 
Los  Angeles  from  a  far-ranging  talk 
with  Singleton  and  found  him  virtual- 
ly unchanged.  Henry  Singleton  is  a 
little  hke  the  Cheshire  cat  in  Alice  in 
Wonderland:  altogether  charming  and 
a  httle  baflfling  when  he's  there,  quite 
maddening  when  he's  not,  but  in  ei- 
ther case,  capable  of  giving  a  sense  of 
great  portent. 

Opening  his  1975  annual  report,  he 
drew  a  great  loop  around  the  earn- 
ings-per-share  column.  Over  the  last 
ten  years,  he  said,  earnings  per  share 
had  compounded  annually  at  32%. 
"Our  record  of  growth  in  earnings 
has  not  been  matched  by  any  sizable 
company  in  the  U.S.  today."  Besides 
surpassing  specialists  hke  IBM  and 
Xerox,  he  said,  Teledyne  outper- 
formed multi-industry  leader  General 
Electric  and  "the  ultimate  conglomer- 
ate—the Dow  Jones  average." 

This  is  how  Singleton  sees  his  duty 
to  his  shareholders:  to  get  them  the 
best  possible  return  on  their  invest- 
ment, and  the  purchase  of  22  million 
shares  is  how  he  has  gone  about  it 
for  the  past  five  years— trading,  in  ef- 
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Dream  Fulfilled.  "Du  Pont  and  Gen- 
eral Electric  are  great  companies," 
says  Henry  Singleton.  "Teledyne  can 
be  thought  of  as  one  of  them.  Some 
wonder  if  all  businesses  shouldn't 
be  shut  down  as  a  negative  influence 
on  mankind.  I  disagree.  I  prefer  be- 
ing an  industrialist  to  anything  else." 


feet,  depreciating  dollars  for  solid  as- 
sets. That's  not  the  conventional  way 
to  nin  a  public  corporation;  more 
conventional  executives  might  say  Sin- 
gleton was  resorting  to  financial  gim- 
micks to  accomplish  what  he  other- 
wise failed  to  do  in  the  sticky  econ- 
omy of  the  late  Sixties  and  early  Sev- 
enties. But  Singleton  just  draws  that 
circle  around  his  earnings  and  lets 
the  numbers  speak  for  him. 

He  insists  that  the  financial  details 
are  beside  the  point,  because  he  did 
not  neglect  his  basic  businesses.  "Our 
main  focus,  for  the  immediate  future 
still  is  inward— to  improve  our  exist- 
ing businesses.  Other  companies  built 
by  entrepreneurs  often  do  financial 
things,  like  buying  in  stock  or  their 
debt  at  a  discount,  or  stock  splits  or 
spin-offs.  We  do  some  of  those  things, 
too.  But  in  our  company  the  central 


thing  is  to  have  the  existing  businesses 
strong,  healthy,  profitable,  making 
money  year  in  and  year  out.  We  hold 
on  to  our  people.  We  get  at  what 
they're  trying  to  do  and  help  them 
at  it." 

There  is,  of  course,  another  little 
gimmick— a  "financial  thing"— that  oth- 
er entrepreneurs  have  tried  from  time 
to  time.  It  is  a  quaint  old  custom 
called  the  "cash  dividend."  Since  Sin- 
gleton has  just  about  run  out  of  op- 
portunities to  buy  his  own  stock,  and 
is  still  rolling  in  cash,  we  asked  him 
when  he  planned  to  declare  such  a 
dividend. 

"Never!"  he  said.  "First  it  would  be 
taxed  outside  again.  Why  ship  our 
money  out  to  be  taxed  when  it's 
taxed  once  already?  More  important, 
why  give  it  to  stockholders  when 
there  is  no  other  company  they  can 
buy  that  can  give  them  as  good  a  re- 
turn as  we  can  by  reinvesting  here  in- 
ternally at  Teledyne?  We  can  always 
find  ways  to  spend  it." 

Future  Possibilities 

First,  Teledyne  could  reinvest 
heavily  in  several  products  in  which  it 
is  first  or  second  in  market  share  to 
ensure  its  leadership— zirconium,  for 
instance.  Second,  Singleton  says 
there's  a  "product  explosion"  just 
around  the  corner  at  Teledyne,  wait- 
ing to  sop  up  his  extra  cash.  The 
leading  candidate:  Teledyne  Ryan's 
drone  has  evolved  into  a  promising 
remote  control-piloted  aircraft.  There 
are  more  mundane  items,  as  well:  a 
water  purifier  that  attaches  to  the 
kitchen  sink,  a  smoke  detection  alarm, 
new  specialty  metals. 

New  products  can  require  capital, 
all  right.  But  at  current  levels,  Tele- 
dyne will  still  toss  off  $100  million 
more  than  its  internal  needs  in  1976— 
and  it  has  plenty  of  borrowing  power. 
Well,  then 

"Litton?  We've  only  invested  in  that 
as  one  investment  in  oiu:  insurance 
portfolio.  Other  conglomerates  in  our 
portfolio  are  TRW,  Dart,  GAF  and 
Walter  Kidde.  I've  always  liked  the 
multi-industry  philosophy  when  it's 
done  well.  After  all,  we're  a  conglom- 
erate too." 

Singleton  insists  those  who  expect 
big  acquisitions  are  missing  the  point. 
"There  will  be  no  giant  ventures  of 
undue  risk,"  he  insists,  comparing 
Teledyne  with  Minnesota  Mining  & 
Manufacturing,  or  General  Electric, 
now  that  the  fever  to  make  simul- 
taneous giant  gambles  has  passed. 
"We  have  never  done  it  in  the  past, 
and  I  see  no  reason  to  start  now. 
We  are  conservatives.  We  placed  sur- 
vival first.  Some  companies  don't, 
and  you  can  see  their  wreckage  all 
across  the  country.  We  have  always 


carefully   limited   the   degree    of   risk 
we  undertake." 

Singleton  admits  to  two  big  mis- 
takes. He  failed  to  get  enough  of  a 
rtiarket  share  in  television  sets  on  the 
West  Coast,  and  so  finally  closed 
down  his  Packard  Bell  operation.  But 
the  phasing  out  was  superbly  planned, 
and  he  points  with  pride  to  the  fact 
that  it  was  accomplished  without  a 
final  write-down. 

The  other  was  more  serious:  Argo- 
naut's miscalculation  in  the  liability 
insurance  business,  and  particularly 
medical  malpractice,  cost  it  a  $105- 
million  pretax  loss  in  1974.  But  even 
that  didn't  threaten  the  basic  integri- 
ty of  Teledyne.  "We  could  have  taken 
a  pencil  and  written  off  not  just  the 
loss,  but  the  entire  company.  It 
wouldn't  have  hurt  us,"  says  Single- 
ton. There  are  not  many  men  who  can 
say  the  same  thing  about  a  $100-mil- 
lion  bath. 

A  very  private  man,  Singleton,  at 
59,  continues  to  iiin  his  show  with  as 
little  outside  exposure  as  possible.  His 
board  consists  of  only  six  people— in- 
cluding himself— and  could  scarcely 
be  cozier.  Co-founder  Kozmetsky,  now 
dean  of  the  University  of  Texas  Busi- 
ness School,  is  there.  So  is  Singleton's 
MIT  classmate,  Professor  Claude 
Shannon,  father  of  information  theory. 
Another  classmate,  this  one  from  his 
three  years  at  Annapolis,  is  George  A. 
Roberts,  Teledyne's  president.  Arthur 
Rock,  the  venture  capitalist  who 
bought  in  at  the  start,  is  a  board 
member.  The  only  addition  since 
1966  is  Robert  C.  Jackson,  former 
president  of  Ryan  Aircraft. 

Then  there  is  Singleton.  "Henrv  is 
the  most  stubborn  man  I've  ever 
met,"  says  an  old  friend.  "We've  ex- 
plained to  him  a  hundred  times  why 
he  should  declare  a  dividend.  He  just 
won't  change  his  mind.  In  managerial 
matters,  this  has  been  a  great  asset; 
he  knew  just  when  to  stop  buying 
companies  in  1969,  and  hasn't  started 
again  since." 

Even  some  of  his  closest  colleagues 
criticized  him  for  stubbornly  buying 
up  his  own  shares  when  for  several 
years  the  shrinking  capitalization 
(and  consequently  rising  earnings  per 
share)  did  nothing  at  all  for  the 
stock's  market  price.  But  last  year  and 
this,  Henry  Singleton  has  had  his  pay- 
off. First-quarter  earnings  are  up  55%, 
$33.3  million  vs.  $21.4  million  in 
1975;  but  earnings  per  share  are  up 
over  100%,  $2.34  vs.  $1.10. 

The  Cheshire  cat  metaphor  is  valid. 
You're  never  quite  sure  what  Single- 
ton is  doing  or  what  he'll  do  next; 
he  almost  seems  to  enjoy  tavmting  us 
with  inscrutability.  But  if  the  details 
are  sketchy,  the  grin  is  there  and  it's 
a  very  broad  one  these  days.  ■ 
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WM  SWORD  &  CO 

INCORPORA TED 

announces  the  formation  of  an 

International  Investment 
Banking  Firm 

Managing  Directors 

Hoyt  Ammidon,  Jr. 

Daniel  J.  Conroy,  Jr. 

Donald  D.M^Cuaig 

Richard  D.  Nagel 

James  M.  Revie 

S.  Wyman  Rolph  III 

Joseph  M.  Self 

William  A.  Stoltzfus,  Jr. 

Charles  Barnwell  Straut 

William  Sword 


22  Chambers  Street,  Princeton,  New  Jersey  08540 
Telephone :  609-924-67 1 0     Telex :  WmSwordCo  Prin  843369 
Cable:  WMSWORDCO  Princeton  N J 


'Feisty . . .  deep- reaching  ...  a 

higliiy  diverting  account  off 

one  ffree  spirit's  reactions  to 

great  and  small  happenings." 

Saturday  Review 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


The  Quite 
Contrarians 


Reeves  Brothers  has 
prospered  by  refusing 
to  follow  the  crowd. 

Your  typical  textileman  must  be  on 
the  ball  as  far  as  fast-changing  fads 
and  fashions  are  concerned,  but  there 
is  another  way  to  play  the  game,  the 
Reeves  Brothers  way.  Reeves  isn't 
much  interested  in  fashion.  It  is  more 
interested  in  trying  to  do  what  it 
knows  best.  It  has  stuck  to  rubber- 
ized fabrics  and  polyurethane  foam 
and  textiles  for  the  garment  trade. 

Based  in  New  York  and  South  Car- 
olina, Reeves  Brothers  (1975  sales: 
$188  million)  has  held  to  that  prin- 
ciple for  over  a  decade.  The  result 
is  the  company's  five-year  average  re- 
turn on  equity,  9.6%,  far  superior  to 
those  of  companies  like  Springs  Mills 
(4.5%),  J. P.  Stevens  (5%)  and  Burl- 
ington Industries  (7.9%).  This  year 
will  be  a  good  one  for  all  textile 
companies,  but  it  could  be  a  great 
one  for  Reeves  Brothers.  Analysts  esti- 
mate Reeves  could  report  over  $6  a 
share  in  the  fiscal  year  ending  this 
June.  That  would  be  up  better  than 
200%  from  last  year,  and  some  10% 
better  than  its  prior  record  year.  The 
common  dividend,  which  was  raised 
last  year  in  spite  of  the  recession, 
may  go  up  again  this  year  from  the 
current  $1.80  a  share. 

Reeves  has  stuck  mainly  to  unfin- 
ished garment  textiles  sold  to  con- 
verters and  finished  apparel  goods 
produced  on  a  made-to-order  basis. 
And  the  company  has  eschewed  high- 
volume,  low-profit  sheets,  towels  and 
printed  domestic  fabrics.  Thus  Ree\es 
has  avoided  the  headache  of  chasing 
the  whims  of  fashion.  "We  let  the 
garment  makers  determine  the  fash- 
ions," says  John  E.  Reeves  Sr.,  62,  a 
nephew  of  the  founding  Reeves  broth- 
ers and  head  of  the  company  until 
last  year  when  he  turned  his  chief  ex- 
ecutive's office  and  title  over  to  long- 
time employee  Joe  D.  Moore,  60. 

Take  the  men's  doubleknil  cra/.c 
of  a  few  years  back,  for  example.  "I 
was  under  a  lot  of  pressure  from 
some  of  my  best  customers  and  top 
people  to  get  into  the  business," 
Reeves  says.  Instead,  he  stuck  to 
women's  doubleknits— which  have 
since  fallen  off  badly,  but  not  so  bad- 
ly as  men's  doubleknits.  A  big  outfit 
like  M.  Lowenstein  &  Sons,  which 
dived  into  doubleknits,  shut  down  its 
doubleknit  production  last  year,  at  ii 
cost    to    shareholders    of    $9    million. 
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Says  Reeves,  "I've  never  been  so 
damned  glad  about  a  decision." 

Then  there  was  the  textile  industry 
building  spree  of  the  mid-  and  late 
1960s.  Instead,  in  1967  Reeves  began 
to  reduce  capital  outlays.  Thus,  when 
the  textile  glut  developed  in  1970  and 
1971,  Reeves  Brothers  suffered  a 
moderate  dip  in  earnings,  but  not 
nearly  as  much  as,  say,  J. P.  Stevens 
or  Burlington  Industries.  One  result 
is  that  Reeves'  debt-to-capital  ratio  to- 
day is  only  20%,  compared  with  an  in- 
dustry average  of  50%. 

While  the  others  were  out  building 
textile  plants  and  creating  fashion  im- 
ages. Reeves  was  modestly  expanding 
its  industrial  products  division— a  rub- 
berized fabrics  division  acquired  in 
the  early  1950s  and  a  polyurethane 
foam  business  bought  in  1961.  To- 
gether, industrial  products  accounted 
for  some  40%  of  Reeves'  sales  last 
year,  and  all  of  its  profits. 

Solid  Virtue 

Those  industrial  businesses  tend  to 
mitigate  the  textile  cycle's  disastrous 
effect  on  profits,  a  major  reason  why 
Reeves  Brothers'  five-year  average 
profitability  is  so  high.  Besides,  the 
margins  on  the  foam  and  coated  fab- 
rics average  about  twice  those  on 
most  textile  products.  Finally,  be- 
cause foam  is  bulky  and  costly  to 
transport,  foreign  producers  cannot 
readily  export  it,  and  so  Reeves'  prof- 
its are  somewhat  insulated  from  the 
foreign  competition  that  has  been  the 
scourge  of  U.S.  textilemen  for  years. 

But  the  big  gains  this  year,  Reeves 
says,  are  coming  from  the  textile  side 
of  the  business  that  hurt  him  so  badly 
last  year.  The  Multifiber  Trade  Agree- 
ment will  protect  U.S.  textilemen 
more  from  cheap  imports  as  more 
countries  come  under  the  pact's  pro- 
visions. And  the  Treasury's  recent  de- 
cision to  allow  faster  depreciation  on 
textile  assets  will  shelter  some  of  the 
industry's  earnings. 

Such  solid  virtue  has  brought  scant 
rewards  in  the  stock  market.  At  its 
recent  price  of  30,  Reeves  Brothers 
sells  at  a  big  discount  from  book  val- 
ue and  barely  five  times  expected 
1976  earnings:  With  the  Reeves  fami- 
ly owning  45%  of  the  1.7  million 
shares,  there  simply  isn't  enough  of 
a  float  to  interest  large  institutional 
investors.  But  John  Reeves  points  to 
the  fact  that  he  has  declared  two 
10%  stock  dividends  in  the  last  four 
years.  And*  with  plenty  of  treasury 
stock  to  back  him  up.  Reeves  says: 
"I  can  imagine  we  might  well  split 
again."  Quite  obviously  Reeves  Broth- 
ers isn't  ever  going  to  attract  the  go- 
go  types,  so,  says  Reeves,  "we  want 
to  appeal  to  investors  as  a  solid  in- 
come company."  ■ 


"Put  your  plaoit 
inlennessee 
andv^elltrs 
your 
work 
force 
free!" 


Write  to 
Fred  Harris 
for  details,  or 
call  toll-free: 
800-251-8594 


F.  B.  Harris 

Tennessee  Industrial  Development  Division 

1004  Andrew  Jackson  Bldg.,  Dept.  FB-3,  Nashville,  TN  37219 

Please  send  me  information  about  Tennessee's  advantages  for 

business  and  industry. 


Name  and  title - 


Firm. 


Address. 


City. 


.State. 


.Zip. 


lennessee. 
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iSILLON  PLAQUE  CO. 

.  F-5  ,  630  N.  ERIE  ST., 
5SILL0N.  OHIO  44646 

PHONE   (216)   833-8541 

RENEW  YOUR  ROOFS 


The  Randustrial®  Roof  Spray  System  resat- 
urates  and  renews  your  dried  out  felt  roofs. 
Our  premium  grade  SHIELD-TITE®  ROOF 
PRESERVER  is  sprayed  over  your  old  roofs 
by  your  own  men.  We'll  loan  you  our  equip- 
ment and  instruct  your  men  in  its  use.  You'll 
have  watertight,  pliable  roofs  that  will  resist 
the  roughest  weather  for  years  to  come  —  and 
you  save  the  cost  of  hiring  a  contractor. 
Inquire  for  a  copy  of  our  64  page  catalog 
which  contains  ail  the  details. 

Send  a  Free  copy  of  your  64  page  catalog  to: 


NAME,  TITLE. 


COMPANY, 
ADDRESS- 


CITY,  STATE,  ZIP. 
TEU.  NO 


(area  code) 


number 


I    Randustrial^ 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Avenue 
Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 
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The  Bargain  That  Wasn't 

In  rushing  to  buy  Grand  Union,  Britain's 

jimmy  Goldsmith  got  much  more  than  he  bargained  for. 


Late  in  1973  New  Jersey's  big  but 
ailing  Grand  Union  Co.  (No.  Nine 
among  U.S.  supermarket  chains  with 
$1.6  biUion  in  revenues)  looked  the 
perfect  takeover  target  to  British  fi- 
nancier James  M.  Goldsmith. 

A  cousin  of  the  French  Rothschild 
banking  family,  Goldsmith,  now  43, 
is  a  master  of  the  fast  takeover.  Fresh 
from  the  playing  fields  of  Eton,  Gold- 
smith started  his  career  in  the  1950s 
as  a  professional  horse  race  gambler, 
not  such  an  unusual  occupation 
among  Britain's  wealthy.  After  a  fast 
switch  from  turf  to  boardroom,  he 
went  into  pharmaceuticals  and  then 
made  his  name  and  fortune  by  using 
the  proceeds  of  the  sale  from  that 
venture  to  buy  up  undervalued  Eu- 
ropean food  manufacturing  and  re- 
tailing companies;  in  just  three  years 
in  the  early  1970s  Goldsmith's  Caven- 
ham  Ltd.  raised  its  sales  twelvefold, 
to  nearly  $1.4  billion. 

However,  with  Europe  slipping  in- 
to socialism,  Goldsmith  was  eager  to 
join  the  growing  throng  of  foreign 
capitalists  who  each  year  send  $2 
billion  to  the  still  capitalist-orient- 
ed U.S.  So  when  Goldsmith  heard  in 
November  1973  that  Grand  Union 
was  for  sale,  he  didn't  hesitate.  Work- 
ing with  New  York  investment  bank- 
ers Lazard  Freres,  he  was  ready 
with  his  tender  offer  in  a  mere  mat- 
ter of  days. 

Since  then,  there  must  have  been 
many    days   when    Jimmy   Goldsmith 


wished  he  had  never  heard  either  of 
Lazard  Freres  or  of  Grand  Union. 

Back  in  1973  Grand  Union  clearly 
had  its  attractions.  Its  widely  held 
stock  was  trading  at  less  than  half 
of  book  value,  reflecting  both  the 
price  wars  within  the  supermarket  in- 
dustry and  Grand  Union's  own  lack- 
luster management.  However,  in  his 
haste  to  win  control.  Goldsmith 
pitched  his  bid  too  high.  Wanting 
51%  of  Grand  Union's  stock,  he  of- 
fered $19— close  to  book  and  double 
the  recent  market  price— hoping  to 
scare  off  competitive  bids. 

Grateful  Grand  Union  investors 
dumped  5.2  million  shares  in  Gold- 
smith's lap,  far  more  than  the  3.2 
million  he  needed  for  control.  Gold- 
smith was  buying  the  shares  with  a 
$60.8-million  loan  from  a  consortium 
of  bankers  headed  by  Hambros,  the 
London  merchant  bankers.  With  ap- 
parently slim  prospects  of  increasing 
the  loan.  Goldsmith  returned  the  ex- 
tra shares  to  the  U.S.  investors. 

Upset  No.  Two  came  when  Gold- 
smith and  his  London  aides  tried  to 
trim  back  Grand  Union's  past  attempts 
at  diversification.  The  assignment  went 
to  Cavenham  director  James  Wood, 
46,  Goldsmith's  top  retailing  lieuten- 
ant in  England  and  now  Grand  Un- 
ion's president  and  chief  executive  of- 
ficer. "The  idea,"  says  Wood,  "was 
that  I'd  come  here  for  a  year,  do  the 
cleanup  job,  appoint  a  president  and 
step  out."  Two  years 
after   taking   charge 


at  Grand  Union's  Elmwood  Park,  N.J. 
headquarters,  he's  still  wrestling  with 
those  problems— principally  its  Grand 
Way  discount  operation. 

However,  as  Wood  and  Goldsmith 
soon  discovered,  it's  much  easier  in 
the  U.S.  to  acquire  than  to  divest. 
"One  of  the  first  things  I  asked  the 
fellas  when  I  arrived,"  says  James 
Wood  in  his  broad  North  of  England 
accent,  "was  how  much  would  it  cost 
and  how  easy  would  it  be  to  get  out 
of  Grand  Way?"  Wood  was  assured  it 
would  cost  no  more  than  $6  million 
to  dump  the  23  Grand  Way  units, 
mostly  located  on  the  Eastern  Sea- 
board. So  far.  Wood  has  succeeded 
in  closing  exactly  nine,  five  of  which 
he  has  yet  to  sell.  With  less  than  half 
the  job  done.  Grand  Union  has  already 
taken  a  $10-million  pretax  write-off. 
He  has  gotten  Grand  Union  out  of  an- 
other diversification  venture,  trading 
stamps,  but  only  after  an  $8.7-million 
charge  against  earnings.  "Stamps  cru- 
cified us  in  the  last  two  or  three 
years,"  says  Wood. 

Shortly  before  Cavenham  launched 
its  takeover.  Grand  Union  had  nego- 
tiated two  lines  of  credit  with  Chase 
Manhattan  Bank  and  Prudential  In- 
surance Co.  for  a  total  of  $60  mil- 
lion—seemingly a  nice  thing  to  have. 
But  as  Goldsmith  soon  learned,  some 
$24  million  of  those  funds  had  been 
invested  in  preferred  stocks  of  utility 
companies  by  the  previous  manage- 
ment. As  Grand  Union  drew  down  the 
balance  of  the  loans.  Wood  was 
dumping  the  investment  portfolio  dur- 
ing the  stock  market  doldrums  of 
1974  and  1975.  The  cost:  a  $6.7-mil- 
lion  capital  loss. 

Wood's   one   solid   success   is   that 
Grand    Union's  basic   super- 
market   business    is    consist- 
ently   showing    better    earn- 
ings. After  closing  82  small- 
er stores,  renovating  another 
80  and  adding  21  larger 
units.  Grand  Union  now 
has  some  486  viable  su- 
permarket   units,   vs.    an 
overweighted    565    units 
in    March    1974.    Grand 
Union  now  is  earning  an 
estimated    .72    cents    af- 
tertax on   the  sales   dol- 
lar, well  below  the  1.53 
cents    of    industry    giant 
Safeway  Stores,  but  con- 
siderably better  than  the 
.15   cents   Grand   Union 
netted       before      Wood      took 
charge.   In  its  fiscal  year  ended 
Apr.     3,     1976     Grand     Union 
probably    raised    earnings    13%, 
to  $1.70  a  share— still  a  far  cry 
from     1970's    peak    $2  42,    but 
clearly  moving  in  the  right  di- 
rection. Says  an  exultant  Wood, 
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Wood  of  Grand  Union 

"Now  that  the  supermarket  industry 
has  gone  through  its  bath,  I  think  it 
will  start  gathering  steam  again." 

And  who  would  benefit  most?  Late 
last  year,  Goldsmith  tendered  for  1.9 
million  more  Grand  Union  shares  to 
bring  its  stake  to  82%.  Why? 

For  tax  reasons.  He  found  himself 
paying  at  least  $6  million  annually  in 
interest  on  the  borrowed  money,  and 
only  getting  back  $2.5  million  in 
Grand  Union  dividends.  And  so,  as 
they  have  for  so  many  other  foreign 
investors  who  came  to  the  U.S.,  the 
tax  laws  forced  Goldsmith  to  go  for 
80%,  so  that  he  could  offset  his  interest 
costs  in  large  part  with  Grand  Un- 
ion's taxable  earnings. 

He  did  so  in  late  1975  by  offering 
to  trade  11/2%  debentures  of  his  U.S. 
company  for  another  30%  of  Grand 
Union.  These  debentures  were  hard- 
ly prime  paper,  but  Grand  Union 
stockholders  apparently  preferred  own- 
ing them  to  being  minority  holders  in 
a  not-very-healthy  enterprise.  Gold- 
smith got  hi^  stock.  True,  he  was  still 
stuck  with  annual  interest  payments 
of  roughly  $6  million,  but  that  was 
now  a  taxable  expense.  The  move  cut 
tax  payments  in  the  U.S.  signifi- 
cantly, by  enabling  the  consolidation  of 
82%  of  Grand  Union's  earnings— about 
$9  million  last  year. 

In  London,  .Goldsmith  is  known  for 
his  agibt>'  in  dressing  up  the  balance 
sheets  of  his  various  companies  with 
transfers  not  always  apparent  to  out- 
siders. What  he  is  learning  is  that— 
in  this  country  at  least— buying  com- 
panies isn't  enough.  You  also  have  to 
nui  them  well.   ■ 
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Prestwick  Plaids 

Or  plains.  Both  experienced 
travelers,  at  ease  on  a  747 
or  the  7 :47.  Because  these 
remarkable  suitings  are 
Forum  Cloth®,  a  well- 
nigh  unmussable  blend 
of  polyester  and  fine- 
spun wool.  Tailored 
by  Graham  &  Gunn 
in  the  natural-line 
Glynford  suit,  with 
vest,  for  an  impressive 
appearance  at  home 
or  afar. 


GRAHAM  &  GUNN,  LTD.® 


Graham  &  Gunn  suits  from  $175  to  $275,  sport  coats  from  $135  to  $145  at  these  and  other  fine  stores: 
CAPPER  &  CAPPER,  Chicago,  Detroit  •  TODD  GARLAND.  Baton  Rouge  •  COLE'S,  Battle  Creek 

•  LEW  HUBBARD,  Kalamazoo  •  JACK  HENRY,  Kansas  City  •  ROOTS,  Summit,  Red  Bank 

•  F.  R.  TRIPLER,  New  York  •  VITULLO,  Utica  •  PEER,  GORDON,  LTD.,  Cleveland  •  KOUNTZ 
&  RIDER,  Pittsburgh  •  WASHER  BROS.,  Ft.  Worth  •  LITTLER,  Seattle.  ©1976,  Hart  Services,  Inc. 
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Perform  a 
death-'defisriiig  act. 

Give  Heart  Fund. 


American  Heart  Association 
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Who's  Afraid  Of 
The  Seven  Sisters? 

Not  Louis  Marx  and  Stanley  Rawn, 

who  took  on  the  major  oil  companies  on  their  own  ground 

and  made  a  huge  killing. 


"The  most  phenomenal  oil  company 
sale  in  recent  history!"  exclaims  Louis 
Marx  Jr.  It  is  indeed:  A  total  cash  in- 
vestment of  $16  million  in  Pan  Ocean 
Oil  Corp.  became  $260  million  in  only 
seven  years. 

Marx,  44,  is  a  son  of  the  toy  manu- 
facturer and  a  highly  successful  ven- 
ture capitalist  in  his  own  right.  He 
recently  concluded  the  sale  of  Pan 
Ocean,  which  he  founded  and  con- 
trolled, to  Marathon  Oil  for  more  than 
a  quarter  of  a  billion  dollars. 

Marx  started  Pan  Ocean  in  1969 
with  $300,000  and  a  talented  engi- 
neer, Stanley  R.  Rawn  Jr.,  lured  from 
Standard  Oil  of  California.  The  sale 
to  Marathon  has  made  Louis  Marx 
a  good  deal  richer  than  he  already 
was— a  total  investment  of  $4.5  mil- 
lion by  the  Marx  family  brought  $30 
milhon  in  cash.  It  also  made  Stanley 
Rawn,  now  48,  a  rich  man:  The  stock 


he  bought  for  $1  million— mostly  by 
loan— went  to  Marathon  for  $6  million. 

Why  such  an  incredible  increase 
in  value  in  only  seven  years?  "We  de- 
cided we'd  concentrate  on  hunting  for 
elephants,"  says  Stan  Rawn.  "Look  for 
giant  oil  fields  as  opposed  to  what 
most  small  independent  oil  companies 
do.  They  drill  low-risk,  low-potential 
prospects,  often  on  land  controlled  by 
the  major  oil  companies  and  not 
drilled  by  the  majors  because  it's  rel- 
atively less  attractive." 

To  get  high-potential  prospects  to 
drill  on  cheaply.  Pan  Ocean  had  to  go 
abroad.  The  big  companies  dominate 
foreign  drilling,  but  Pan  Ocean  none- 
theless broke  into  the  charmed  circle. 
The  idea  for  Pan  Ocean  came  in  1965 
in  the  Norwegian  North  Sea.  Penta- 
gon Oil,  a  Marx-controlled  private 
company,  was  then  on  such  a  tight 
budget  that  Rawn  sent  an  associate  to 


Shy  Entrepreneur.  Duluth-born,  Gal 
Tech-educated  Stanley  R.  Rawn  Jr. 
made  spectacular  oil  finds  for  little 
Pan  Ocean.  Yet  he  left  the  security 
of  Standard  Oil  of  California,  he 
concedes,  only  because  Louis  Marx 
Jr.  called  him  every  night  for 
months  saying,  "If  you  are  ever 
going  to  try  something,  try  it  now." 


Lease  On  Life 

Its  damage  payment  was  but  a  pinprick 
to  Armstrong  Cork.  For  Congoleum^ 
it  makes  all  the  difference  in  the  world. 


For  nine  years  Milwaukee-based 
Congoleum  Corp.  hounded  its  big  ri- 
val, Armstrong  Cork,  through  the 
courts.  Its  suit,  over  floor-covering 
patents,  cost  both  sides  $3  million  in 
lawyers'  fees  plus  countless  hours  of 
executive  time.  But  when  the  dust  fi- 
nally settled  last  month,  it  was  worth 
every  hour  and  every  penny.  Con- 
goleum (formerly  Bath  Industries)  not 
only  won  $35  million  in  damages,  it 
won  a  brand-new  lease  on  life. 

"This  is  simply  delightful,"  says 
Chairman  William  D.  Kyle  Jr.,  60, 
who  quickly  used  the  $35-million 
windfall  to  repay  the  bulk  of  Congo- 
leum's  debt.  "We  are  now  in  an  excel- 
lent financial  position  to  think  in  terms 
of  acquisitions  and  expansion." 

That  this  less-than-princely  sum 
should  mean  so  much  to  a  company 
with  $403  million  in  sales  is  a  measure 
of  its  weak  finances.  Congoleum  has 
been  capital-shy  ever  since  shipbuild- 


ing losses  wiped  out  its  common  stock- 
holders' equity  over  a  period  of  four 
years  in  the  late  Sixties.  But  the  bind 
has  been  especially  tight  during  the 
last  two  years.  As  debt  swelled  to 
$75  million,  or  about  84%  of  equity, 
earnings  went  into  a  nose  dive— fall- 
ing from  $22  milhon  in  1973  to 
$500,000  in  1974  and  remaining  de- 
pressed at  $9.5  million  in  1975.  What 
little  cash  flow  Congoleum  could 
scrape  together  had  to  go  toward  re- 
paying and  servicing  its  debt,  with  al- 
most nothing  left  over"  for  operating 
improvements. 

Were  it  not  for  the  damages  from 
Armstrong— equal  to  twice  last  year's 
cash  flow— Congoleum  could  look  for- 
ward to  this  same  struggling  exis- 
tence for  at  least  the  next  several 
years.  Now,  in  one  dramatic  stroke,  it 
has  been  alale  to  pay  off  all  but  $20 
million  of  its  debt,  reducing  its  debt- 
to-equity  ratio  to  an  insignificant  15% 


—and  eliminating  a  sizable  chunk  of 
interest  charges.  For  the  first  time 
in  many  years  Congoleum  is  virtually 
out  of  hock. 

After  years  of  starting  up  new 
companies  and  selling  them  off.  Bill 
Kyle  bought  into  Congoleum  (then 
Bath  Iron  Works,  the  nation's  oldest 
shipbuilder)  in  1964.  When  Bath 
splashed  into  the  red  in  1966,  he  took 
over  as  chief  executive  and  began  to 
diversify.  In  1968  he  acquired  Con- 
goleum-Naim,  a  medium-sized  floor 
tile  outfit  whose  suit  against  Arm- 
strong Cork  was  then  two  years  old. 
He  also  acquired  half  a  dozen  small- 
ish companies  specializing  in  home 
furnishings— carpets,  furniture,  lamps, 
upholstery  and  the  like.  Today  ship- 
building makes  up  30%  of  Congo- 
leum's  total  sales,  home  furnishings 
another  25%  and  floor  and  wall  cov- 
erings 42%.  The  remaining  3%  comes 
from  industrial  machinery. 

Still  Mending 

Unhappily,  all  three  of  its  main 
businesses  came  up  short  in  1974. 
On  an  operating  basis,  before  cor- 
porate overhead  and  taxes,  home  fur- 
nishings dropped  $3.2  million  into 
the  red,  thanks  to  the  homebuilding 
depression.   Floor-   and   wall-covering 
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Norway  on  a  21 -day  tourist  package. 
When  the  awards  were  announced  to 
nine  firms,  one  was  Pentagon— later 
absorbed  into  Pan  Ocean. 

The  Norwegian  award  gave  Pan 
Ocean  the  credibihty  it  needed  to  deal 
with  other  countries  and  to  stress  the 
advantages  of  dealing  with  a  small 
company  rather  than  the  Seven  Sis- 
ters. "The  prime  concern  of  foreigners 
was  getting  development  started," 
Rawn  says.  "We  could  move  faster, 
be  more  aggressive  on  exploration." 

New  awards  were  won  by  shrewd- 
ness. Rawn  gambled  in  the  Dutch 
North  Sea  by  bidding  on  just  one  odd- 
shaped  undersized  block.  The  only 
other  bidder  was  Royal  Dutch/ Shell, 
which  ordinarily  would  be  favored 
against  any  other  bidder  but  had  also 
bid  on  many  other  blocks.  Since  the 
Dutch  wanted  as  many  developers  as 
possible.  Pan  Ocean  won.  Later,  be- 
cause of  some  geological  detective 
work,  Rawn  figured  the  big  strike  in 
the  British  North  Sea  would  come  in 
an  area  neglected  by  the  majors. 

Picking  basins  where  big  strikes 
were  possible,  Pan  Ocean  won  drilling 
rights  in  Nigeria,  the  Persian  Gulf, 
the  North  Sea,  Peru  and  Indonesia, 
and  hit  oil  in  the  first  three.  It's  an 
extraordinary  record,  the  result— as 
Rawn  points  out— of  competing  head- 
on  with  the  majors  rather  than   set- 


tling for  their  rejected  prospects. 

For  all  this,  these  discoveries  in 
1975  yielded  less  than  $1  million  in 
net  income.  Why  did  Marathon  pay 
260  times  earnings?  Says  Rawn,  "If 
you  look  only  at  the  properties  we 
established— oil,  coal  and  uranium- 
even  with  no  new  discoveries  they 
should  be  earning  $150  million  after 
taxes  in  seven  years.  However,  to  get 
there  will  take  maybe  a  $700-million 
investment.  That's  why  we  had  to  sell 
to  a  company  like  Marathon,  strong 
enough  to  finance  it. 

"Financially  Pan  Ocean  was  a  boot- 
strap operation." 

Financial  Ammo 

Starting  in  1969  with  only 
$300,000,  mostly  from  Marx,  Pan 
Ocean  later  in  the  year  made  its  first 
public  offering  (at  $8  a  share)  and 
brought  in  another  $3  million.  A  sec- 
ond 1972  public  offering  for  $15  mil- 
lion (at  $11  a  share)  almost  failed, 
but  Marx  took  about  $4  million  of  it 
and  Rawn  borrowed  enough  to  take 
$1  million  more.  So  the  total  cash 
investment  was  only  $16.3  million. 

Along  the  way,  Rawn  also  made  a 
series  of  advantageous  acquisitions, 
using  Pan  Ocean  stock.  "We  had  no 
reserves  proven,  no  income,"  Rawn 
says,  "just  speculative  leases.  So  I  de- 
cided  we'd  better  acquire   some  re- 


sources for  an  income  base."  One  such 
deal  brought  him  a  Canadian  min- 
ing operation  that  later  became  the 
base  for  some  big  coal  and  uranium 
strikes.  Another  involved  the  acquisi- 
tion of  a  corporation  whose  prime 
asset  was  $4.7  million  worth  of  Avon 
stock,  which  Rawn  promptly  sold— 
before  Avon  stock  collapsed— to  help 
finance  exploration.  It  was  such  deals 
that  provided  the  funds  that  enabled 
Pan  Ocean  to  become  the  first  non- 
French  private  company  to  enter 
French  West  Africa  (which  could  be- 
come, Rawn  says,  the  "Middle  East  of 
uranium")  and  to  pursue  its  search 
for  giant  oil  fields. 

In  all,  counting  the  price  paid  for 
the  acquisitions,  Pan  Ocean  repre- 
sented a  capital  investment  of  only 
$111  million.  It  was  one  of  those  rare 
cases  where  even  the  ordinary  pub- 
lic stockholders  did  well:  Marathon 
is  tendering  for  their  shares  at  $18, 
vs.  the  new -issue  price  of  $8  and  $11. 

"The  risks  were  huge,"  says  Rawn. 
"Statistically,  the  odds  of  finding  a 
major  oil  field  are  very  long."  With 
his  $6  million  (before  capital  gains 
taxes)  in  hand,  Rawn  doesn't  yet 
know  what  he's  going  to  do  the  rest 
of  his  hfe.  "I  had  mixed  feelings  just 
before  the  closing,"  he  says.  "You  see 
your  discoveries  as  children;  you'd 
like  to  stay  and  see  them  mature."  ■ 


profits  slumped  from  $38  million  to 
$21  million  for  roughly  the  same 
reason.  Worst  of  all  was  shipbuild- 
ing, which  lost  $10.7  million  when  ex- 
penses got  out  of  hand  on  a  fixed- 
price  tanker  contract. 

Today  all  three  are  still  on  the 
mend.  The  home-furnishings  loss  nar- 
rowed to  $2  million  in  1975.  Floor- 
covering  profits  improved  from  $21 
million  to  $25  million,  with  the  pick- 
up in  homebuilding.  Their  com- 
bined backlog  was  up  75%  at  the 
start  of  this  year.  And  with  the  com- 
pletion of  the  tankers,  shipbuilding 
moved  $1  million  into  the  black. 
"They're 'Out  of  the  yard  now,  thank 
God,"  says  Kyle.  "From  here  on  we 
are  taking  no  contracts,  not  even  from 
the  Government,  without  escalation 
for  labor,  materials  and  the  whole  kit 
and  kaboodle." 

Shipbuilding  could  provide  the 
heftiest  profit  kicker.  Congoleum's 
Bath  Iron  Works  division,  which  over 
the  years  *has  built  more  Navy  de- 
stroyers than  anyone,  has  just  nailed 
down  a  contract  (with  escalation 
clauses)  for  $224  million  worth  of  pa- 
trol frigates— small  defensively  armed 
destroyers.  That  boosted  its  ship- 
building backlog  from  $97  million  at 
the  year's  end  to  around  $360  million. 


Tankers:    Fixed    prices    nixed    profits. 


It  will  take  several  years  to  restore 
Congoleum's  earnings  to  where  Kyle 
thinks  they  ought  to  be-"at  least  12% 
to  13%  on  invested  capital,"  as  against 
last  year's  5%.  So  for  the  time  being 
Kyle  says  he  will  curb  his  appetite 
for  acquisitions  and  concentrate  on 
the  businesses  at  hand— a  wise  deci- 
sion. Branching  out  from  a  marginal- 
ly profitable  base  would  only  be  ask- 
ing for  more  trouble. 

But  at  least  Kyle  can  now  dream 
about  making  acquisitions  and  even 
lay  specific  plans  for  the  ones  he 
might  make  two  or  three  years  hence. 
And  he  can  now  concentrate  his 
cash  flow  on  mal'ing  improvements 
for  the  future  instead  of  on  paying 
off  past  debts.  He  even— if  he  should 
so  desire— has  the  capacity  to  borrow 
more  money. 

The  irony,  of  course,  is  that  Con- 
goleum's new  lease  on  life  has  been 
pvirchased  at  the  expense  of  one  of  its 
biggest  competitors.  The  $35-million 
damage  payment  was  only  a  nibble 
from  Armstrong  Cork's  $741  million  of 
assets.  But  now,  instead  of  being 
hounded  in  the  courts,  it  has  been 
forced  to  provide  the  wherewithal  for 
Congoleum  to  hound  it  much  more 
aggressively  in  the  floor-  and  wall- 
covering market.  ■ 
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Where  Is  The  Old  Razzle-Dazzle? 


PSA's  diversification  flopped.  Now  its  airline  business  is  in  trouble  as  well. 


San  Diego's  Pacific  Southwest  Air- 
lines, which  advertises  itself  as  the 
"unofficial  state  bird  of  California," 
more  closely  resembles  the  great  auk 
these  days  than  the  highflyer  of  a 
few  years  back.  During  the  Sixties, 
PSA  captured  the  imagination  of  the 
airline  industry  by  flying  the  wings 
ofF  the  competition  through  a  com- 
l)ination  of  rock-bottom  fares  and 
colorful  promotional  schemes  (like 
painting  big  smiles  on  the  front  of 
all  its  aircraft).  In  the  process  it  be- 
came the  biggest  intrastate  air  carrier 
in  the  U.S.  with  1975  revenues  of 
$152.5  million. 

A  disastrous  diversification  pro- 
gram in  the  late  Sixties  into  rental 
cars,  hotels  and  broadcast  properties 
cost  the  company  almost  $18  million. 
But  the  sky  really  fell  this  year  when 
PSA  announced  that  it  was  establish- 
ing a  loss  provision  of  almost  $15  mil- 
lion for  its  Lockheed  L-1011  program, 
which,  coupled  with  losses  from  dis- 
posing of  nonairline  businesses,  meant 
a  1975  loss  of  $16.6  million,  or  $5.24 
a  share.  In  March  Chairman  J.  Floyd 
Andrews,  a  PSA  founder,  gave  up  the 
chief  executive  spot  to  former  pilot 
William  R.  Shimp,  51,  and  in  late 
April  resigned  as  chairman  to  become 


a  PSA  consultant.  The  hope,  of 
course,  was  that  Shimp  could  fly  the 
company  back  to  prosperity  again. 

PSA's  bright  pink-and-orange  grin- 
ning birds  are  still  in  control  of  the 
world's  most  heavily  traveled  two-city 
market  (Los  Angeles  to  San  Francis- 
co), a  market  it  in  effect  created  by 
scheduling  hourly  flights  and  offering 
fares  well  below  its  interstate  com- 
petitors. Recently,  however,  competi- 
tion has  grown  stiffer.  Today  United 
offers  the  same  frequent  service  and 
the  same  $25.50  one-way  fare  as 
PSA,  with  the  additional  advantage 
of  being  able  to  check  baggage 
through  for  passengers  going  on  to 
destinations  outside  the  state.  And 
Hughes  Air  West  flies,  although  not 
with  the  same  frequency,  for  a  bar- 
gain $22.10. 

Privately  owned  Hollywood-Bur- 
bank  Airport,  where  PSA  accounts  for 
80%  of  the  traffic  (over  a  million  pas- 
sengers last  year),  has  been  put  on  the 
block  by  its  financially  beleagured 
owner— Lockheed— which  may  close  it 
down  until  a  buyer  can  be  found. 
"The  resolution  of  this  problem  is  cru- 
cial to  PSA,"  says  Shimp  emphatically. 
"Burbank  is  our  fastest-growing  sta- 
tion,  and  we'd  lose   that  if  we  had 
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Unlike  these  grinning  jets, 
PSA's  boss  Bill  Shimp  doesn't 
have    much    to    smile    about. 


to  move  to  Los  Angeles  International." 
Also  in  doubt  is  the  future  of  two 
L-lOlls,  on  which  PSA  took  delivery 
in  ld74,  flew  for  eight  months  and 
'then  mothballed  when  lack  of  pas- 
sengers and  rising  fuel  costs  made 
them  uneconomical.  In  addition,  there 
are  three  other  L-lOlls  that  PSA  or- 
dered, but  then  refused  delivery  of 
last  year  when  it  found  itself  fighting 
for  survival.  PSA  and  Lockheed  are 
negotiating  right  now  over  the  $52- 
million  contract  for  the  undehvered 
planes. 

In  an  attempt  to  regain  its  cost- 
competitive  edge,  PSA  has  added 
"bargain  bird"  flights  that  reduce  the 
Los  Angeles  to  San  Francisco  fare 
to  $20  ($17  for  standby)  for  those 
passengers  able  to  fly  later  in  the  eve- 
ning. Andrews,  in  his  role  as  con- 
sultant, is  off  to  Washington  to  pursue 
his  decade-old  dream  of  getting  fed- 
eral certffication  for  PSA  to  fly  out  of 
state.  Shimp  regards  certffication  as  a 
top-priority  item  in  rebuilding  PSA. 
Federal  certffication,  he  says,  "is  the 
only  way  I  see  of  any  continuing 
growth." 

Freedom  To  Err 

Ironically,  PSA  has  been  used  as 
an  example  by  those  who  favor  de- 
regulation of  the  airlines.  As  an  in- 
trastate carrier,  PSA  escaped  Civil 
Aeronautics  Board  regulation  and  was 
thus  able  to  offer  cheap  air  fares— 
and  still  make  money.  PSA's  recent 
experience  would  seem  to  give  the  lie 
to  those  arguments.  Lack  of  federal 
regulation  could  not  protect  it  from 
market  saturation.  And  it  had  to  wait 
over  a  year  for  its  full  18%  rate  in- 
crease to  issue  from  California's  no- 
toriously tough  Public  Utilities  Com- 
mission, during  a  time  when  both  fuel 
and  wages  were  rising  so  fast  that  it 
was  costing,  according  to  company 
estimates,  $38,000  for  each  day  the 
rate  hike  was  not  in  effect.  "We  cer- 
tainly don't  fear  CAB  regulation," 
says  Shimp.  "But  I  don't  think  I  can 
say  we  would  have  done  better  or 
worse  with  the  CAB." 

With  its  new  rate  increases,  fuel 
prices  holding  steady  and  a  4%  in- 
crease in  air  traffic  in  the  first  three 
months  of  1976,  Shimp  professes  the 
standard  cautious  optimism  about 
PSA's  future.  Stripped  of  its  money- 
losing  operations,  he  claims  PSA  can 
make  it  as  an  airline  for  the  time 
being.  But  it  will  take  a  lot  more  do- 
ing to  get  those  big  birds  really 
grinning  again.  ■ 
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Atlantic  Richfield  invites  you  on  a  journey  into  the  future. 

The  Tricentennla! 


America  will  change  a  great  deal  by  the  year  2076. 
Tell  us  what  you  think  those  changes  should  be. 


We  have  always  been  a  nation  more  interested 
in  the  promise  of  the  future  than  in  the  events 
of  the  past. 

Somehow,  the  events  of  the  past  few  years  have 
made  us  doubt  ourselves  and  our  future. 

Here  at  Atlantic  Richfield,  however,  we  see  the 
future  as  ah  exciting  time.  The  best  of  times. 
And  we  know  that  all  of  us  can  achieve  a  splendid 
future  by  planning  for  it  now. 

We'd  like  your  help.  We  need  your  vision. 
We  want  you  to  tell  us  about  the  changes  you 
would  like  to  see  take  place  in  America-  and  in 
our  American  way  of  life. 

For  example: 

What  ideas  do  you  have  for  making  life  more 

fun  than  it  is  now? 

What  changes  would  you  like  to  see  in  govern- 
ment? (City?  State?  Federal?) 

What  do  you  envision  as  the  best  way  to  solve 
our  energy  problems? 

What  about  the  future  of  business? 
(More  regulation  by  government?  Less?) 

What  measures  would  you  take  to  protect  the 
environment? 

Or,  if  those  topics  don't  appeal  to  you,  pick  one 
that  does. 

How  should  our  physical  world  be  altered? 
Do  you  recommend  that  we  live  underground? 
In  plastic  bubbles? 

Will  family  life  change?  Will  we  choose  a  spouse 
by  computer?  Will  divorce  become  illegal? 


What  should  our  schools  be  like?  Should 
machines  replace  teachers? 

What  will  make  us  laugh?  What  will  be  funny  that 
isn't  funny  now? 

What  new  major  sports  would  you  like  to  see? 
Three-dimensional  chess?  Electronic  billiards? 

Whatever  your  idea  may  be,  we  want  to  know 
about  it.  Write  it.  Draw  it.  Sing  it.  But  send  it. 

In  about  six  months  we  plan  to  gather  your 
responses,  analyze  them,  and  make  a  full  report 
on  what  we've  found  out.  We  believe  the  report 
will  provide  a  fascinating  and  valuable  view  of 
America's  hopes,  dreams,  fears,  and  visions. 
We'll  make  sure  it  reaches  the  people  who  are  in 
positions  to  consider  and  act  on  it. 

Along  the  way  we  will  make  television  commer- 
cials and  newspaper  and  magazine  ads  out  of 
many  of  the  ideas  so  you  can  see  what  other 
people  are  thinking. 

Please  note  that  all  ideas  submitted  shall  become 
public  property  without  compensation  and  free 
of  any  restriction  on  use  and  disclosure. 


Send  your  Idea  to: 

Tricentennial 

Atlantic  Richfield  Company 

P.O.  Box  2076 

Los  Angeles,  CA  90053 


ARCO 


Petroleum  Products  of 

AtlanticRichfieldCompany 


Celebrate  America's  Tricentennial  100  years  early. 


\ 
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We  unrolled  these  two  sheets  of 
magazine  paper  to  show  something 
runaway  postal  costs. 


•  !• 


You're  looking  at  two  rolls  of 
St.  Regis  magazine  paper  being 
unrolled.  We  started  in  the  city  and 
ended  up  in  the  country. 

Both  rolls-our  1950-style  45  lb. 
paper  on  the  left  and  our  1976-style 
30  lb.  lightweight  on  the  right- 
weigh  the  same.  But  the  1976-style 
paper  uses  25  %  less  wood  pulp. 
And,  as  you  can  see  from  the  above 
picture,  it's  50%  longer  than  the 
old  style. 

The  longer  the  lighter. 

We've  spent  more  than  25  years 
in  the  development  of  this  light- 
weight grade.  Why?  Because  the 
resulting^heet  of  magazine  paper 
ends  up  being  much  lighter  in 
weight.  And  the  magazine  industry 
needs  lighter  paper  to  cope  with 
rising  postal  costs. 

We  were  the  first  to  offer  30  lb. 
coated  paper.  And  the  first  com- 
pany to  produce  it  in  commercial 
quantities.  In  fact,  it's  lighter  than 
anyone  thought  attainable  even 
ten  years  ago.  We've  been  able  to 
get  a  full  50%  more  paper  per  roll 
by  spreading  the  pulp  fibers  and 


the  coating  thinner  and  thinner. 
It  sounds  easier  than  it  is. 

The  light  is  sometimes  darlcer. 

One  of  the  biggest  problems  in 
thinning  paper  is  that  you  can  get 
show-through.  The  print  from  the 
other  side  of  the  paper  shows 
through. 

But  we  found  a  solution:  an 
entirely  new  kind  of  paper  coating. 

Usually  publication  paper  is 
coated  with  clay— the  scaly  surface 
shown  in  the  micro  photographs. 
It's  very  opaque.  But,  when  you 
begin  to  thin  it  down  (to  make  it 
lighter  in  weight)  it  loses 
its  opacity. 

Now  look  at  the 
other  micro  photo- 
graph. Those  tiny 
balls  are  a  light- 
weight plastic  that, 
when  mixed  with 
the  clay,  gives  us 
lighter  weight  and 
more  opacity.  Because 
the  balls  refract  the  light 

Light,  lighter,  lightest. 

Only  a  handful  of  magazines 


are  now  working  with  our  30  lb. 
paper.  But,  through  the  years  many 
magazines  in  the  country  have 
benefited  from  our  lightweight 
technology.  And  many  of  them  are 
using  one  of  our  lighter  grades. 
But  we're  not  going  to  stop 
there.  As  one  of  the  world's  leading 
publication  papermakers,  we  feel 
an  obligation  to  help  keep  the  cost 
of  mailing  magazines  down.  We're 
investing  millions  to  produce  this 
new  paper.  Because  we  believe  in 
the  future  of  the  magazine  business. 
Technology  and  marketing. 
In  fact,  this  is  the  marketing 
stance  of  St.  Regis  toward 
all  of  our  packaging, 
paper  and  lumber 
and  construction 
products:  to  put 
the  full  weight  of 
our  technology  at 
the  disposal  of  our 
marketing  effort. 
Because,  we  at 
St.  Regis  believe  the  way 
to  get  ahead  is  to  have  the  pro- 
ducts of  the  future  today. 


The  future  belongs  to  those  who  stay  up  to  the  minute. 


(B  COPYRIGHT  1976  ST.  REGIS  PAPER  COMPANY,  150  EAST  42ND  STREET,  N.Y.,  N.Y.  10017.  ALL  RIGHTS  RESERVED. 


.^^^x    ■yi-'ttrs! .:  ".'Nj'Pa^iiias 


h  every  life  there  comes  a  time 
to  move  beyond  compromise. 


Like  all  Jaguars,  the  XJC  is  built  without  compromise 
to  blend  the  most  satisfying  elements  of  a  great  luxury 
car  and  a  great  sports  car. 

The  XJC  moves  like  a  sports  car:  it  is  quick, 
responsive  and  precise.  These  virtues  are  enhanced  by 
power-assisted  disc  brakes,  independent  suspension 
on  all  four  wheels  and  power-assisted  rack  and  pinion 
steering. 

The  superb  road-manners  of  the  XJC  would 
not  be  fully  appreciated  without  an  exceptional  source 
of  power,  and  Jaguar  offers  two.  You  may  choose 
either  the  famous  twin-overhead  cam  Six  or  the  tur- 
bine-smooth electronically  fuel-injected  V-12. 

Jaguars  have  always  been  famous  for  under- 
stated luxury,  and  the  XJC  carries  on  that  tradi-  r^ 
tion  in  style.  Real  leathfer  seats,  burled  walnut  ~ 
dashboard,  automatic  transmission,  thermostati-  i 
cally-controlled  air-conditioning  and  even  the  * 
^^  AM/FM  stereo  radio  and  tape  deck  are  all  stan-     t« 


dard.  In  fact,  there  are  no  factory  options  listed  what- 
ever for  either  the  XJ6C  or  the  XJ 1 2C. 

An  unseen  but  reassuring  extra  feature  of 
the  car  is  Jaguar's  warranty.  For  12  months,  re- 
gardless of  mileage.  Jaguar  will  replace  or  repair 
any  part  of  the  car  that  is  defective  or  that  simply 
wears  out,  provided  only  that  the  car  is  properly  main- 
tained. The  only  exceptions  arc  the  tires,  which  are 
warranted  by  the  manufacturer,  and  spark  plugs  and 
filters,  which  are  routine  replacement  items.  Fvcn 
so,  if  they  are  defective.  Jaguar  will  pay  to  replace 
them. 

Very  few  things  in  life  are  absolutely  uncom- 
promising. We  are  proud  to  count  the  Jaguar  XJC 
^    among  them.  And  so  will  you.  For  the  name  of  the 
Jaguar  dealer  nearest  vou,  call  these  numbers  toll- 
free:  (800)  447-4700,  or,  in  Illinois.  (800)  .-^22- 
4400.  British  Lcyland  Motors  inc.,  Lconia,  New 
So]    Jersey  07605. 
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Jaguar 


R.I.P.-C.O.D. 


The  Hillenbrands  don't  mind  the  bad  jokes  about 
their  line  of  business.  Why  should  they? 
They  are  laughing  all  the  way  to  the  bank. 


"When  I  die,  I  don't  care  if  they  put 
me  in  a  burlap  bag  and  dump  me  in 
the  ground,"  says  John  A,  Hillenbrand 
II,  45,  vice  president  of  $126-million 
(sales)  Hillenbrand  Industries.  His  un- 
cle, brother  and  cousin— all  executives 
of  the  company  founded  by  John's 
grandfather  in  1880— nod  in  agree- 
ment. Lucidly  for  the  50-odd  family 
members  who  control  68%  of  the  com- 
pany, not  everyone  feels  that  way 
about  his  final  resting  place.  If  he 
did,  Hillenbrand  would  lose  the  62% 
of  its  sales  that  come  from  making 
and  selling  caskets  through  its  Bates- 
ville  Casket  subsidiary. 

Not  only  does  Hillenbrand  get  you 
at  the  end,  it  also  gets  you  on  the 
way  out.  Another  38%  of  sales  comes 
from  specialty  hospital  beds  made  by 
another  subsidiary,  Hill-Rom. 

Discussing  death  over  lunch  at  the 
company-owned  hotel  in  Batesville, 
Ind.  is  just  business  as  usual  for  the 
Hillenbrands.  Years  in  the  trade 
have  revealed  some  little-known  facts: 
Southerners  choose  the  most  colorful 
caskets,  Northeastemers  opt  for  hard- 
wood, and  the  poor  man  is  just  as 
likely  to  end  up  in  the  deluxe,  velvet- 
lined,  embroidered  $1,500  model  as 
is  the  rich.  (The  poor  man's  relatives 
sometimes  feel  that  what  he  hasn't 
had  in  life,  he  should  get  in  death. ) 

Unfortunately,  not  everyone  is  so . 
casually  conversational  about  death. 
Only  the  unusual  broker  is  willing  to 
urg6  Hillenbrand  stock  on  his  along- 
in-years  customers  who  may  feel 
queasy  about  a  hot  little  casket  com- 
piany.  Not  surprisingly,  therefore,  Hill- 
enbrand, with  a  return  on  equity  of 
19.5%,  aftertax  margins  in  both  busi- 
nesses of  over  10%,  no  long-  or  short- 
term  debt  and  stockholders'  equity  of 


Hospital  beds  and  caskets  are  bad  news 
to  just  about  anybody  but  the  Hillen- 
brands. For  them,  they're  the  solid  base 
for  a  very  profitable  family  company. 


$76  million,  sold  at  a  recent  price/ 
earnings  ratio  of  seven.  (The  compa- 
ny's float  of  only  1.6  million  shares 
discourages  institutional  investors. ) 

Caskets  have  changed  greatly  from 
the  plain  black  box  of  half  a  century 
ago.  Batesville  was  the  first  to  mass- 
market  an  air-  and  water-tight  cofiin 
just  after  World  War  II.  The  company 
also  raised  local  casket  distribution 
to  a  national  operation;  previously 
casket-making  was  largely  a  local 
business.  Now  Hillenbrand's  Bates- 
ville Casket  subsidiary  runs  44  re- 
gional warehouses  that  stock  up  to 
2,000  caskets  each.  It  has  13.4%- 
in  total  irnit  sales— of  the  nearly  $600- 
million  casket  industry,  double  the 
share  of  its  next  largest  competitor, 
Walco's  National  Casket  Co. 

Like  Batesville  Casket,  Hill-Rom  is 
the  technological  leader  in  its  field, 
electric  hospital  beds.  The  company 
was  the  first  to  market  successfully  a 
hospital  bed  to  be  cranked  up  and 
down  and,  later,  the  first  electric  bed. 
The  newest  Hill-Rom  product  is  a  wall 
unit  for  patient  rooms  with  oxygen 
and  electrical  connections  that  serves 
the  hospital-renovation  market.  Unlike 
its  major  competitors,  who  sell  pri- 
marily through  hospital  supply  com- 
panies, Hill-Rom  has  its  own  sales 
force.  Like  a  Batesville  Casket  sales- 
man, a  Hill-Rom  representative  can 
earn  as  much  as  $100,000  a  year  in 


commissions.  Some  obviously  do:  The 
average  is  $47,000. 

Not  every  Hillenbrand  venture  has 
been  successful.  Four  years  ago  the 
company  ventured  into  consumer  fi- 
nancing of  casket  purchases.  When 
interest  rates  took  off,  the  company 
made  a  quick  exit,  but  not  before  the 
acceptance  subsidiary  had  lost  $1  mil- 
lion. In  an  unusual  move  for  Hillen- 
brand Industries,  the  company  had 
borrowed  money  from  the  banks  to 
set  up  the  new  operation. 

The  failure  has  made  Hillenbrand 
cautious,  but  not  obsessively  so.  The 
family  is  looking  for  acquisitions.  But 
that's  not  because  the  Hillenbrands 
see  no  growth  in  the  two  markets 
they  now  dominate. 

True,  the  number  of  U.S.  deaths, 
which  has  tended  to  increase  by  1% 
or  2%  a  year,  has  been  dropping  for 
the  last  two  years— the  first  dip  in 
two  decades.  (The  55-mile-an-hour 
speed  limit  turned  out  to  be  a  minor 
setback  for  the  casket  business.)  But 
with  only  13%  of  the  casket  market, 
Hillenbrand  has  plenty  of  room  for 
expansion— as  long  as  it's  not  through 
acquisitions  which  would  expose  the 
company  to  zealous  antitrusters. 

The  main  reason  the  company  is 
considering  acquisitions  outside  the 
casket  business  is  an  excess  of  cash- 
some  $12  milhon  at  last  count— and 
that  clean  balance  sheet  gives  Hillen- 
brand plenty  of  borrowing  power.  The 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


At  your 

finger 

tips 


•STOCKS    'VOLUME     •DOW 

•OPTIONS   •TICS  •OPEN 

•NASDAQ   •HIGH    •CLOSE 

Stay  on  top  of  the  market  with  the  portable, 
computer-linked  console.  ■  Press  a  few 
iHittons  and  an  electronk:  screen  displays 
pnce  and  other  timely  data  on  over  7,000 
stocks  and  options.  Listed  stocks  and  options 
lag  the  tapes  by  only  15  minutes.  ■  No 
installation  necessary.  Tax  deductible.  As  low 
as  $25  per  month.  ■  Send  the  coupon  bek>w 
for  full  informatk>n. 


MARKETLINE 


2337  Philmont  Ave,, 
Huntingdon  Valley, 

Pa.  19006 
Phone  (215)  947-6670 
Q  Please  send  me 
complete  information 
a  Please  call  me  to  arrange  demonstration. 


Name 


-Co- 


Street  . 


-Phone- 


City- 
0  1 


-State- 


-^ip- 


Territories  open  for  qualified  representatives 


trouble  is  that  the  Hillenbrands  don't      same   market   dominance   that   we've 


want  just  any  business.  Dan  Hillen- 
brand, 53,  John's  uncle  and  chair- 
man and  president,  describes  what 
he's  looking  for:  "We  want  a  company 
with  the  same  fiscal  conservatism,  the 


got.  We're  also  hoping  to  buy  a  good 
management  team." 

But  where  can  you  find  a  market      J 
as  certain  as  death  and  sickness?  | 

Taxes  maybe?  ■  ' 


Norman  Rockwell  Country 


Old-fashioned  smalltown  America 
lives  on  in  Batesville,  Ind.,  a  pleasant, 
church-dotted  town  of  4,000  where 
maybe  half  the  population  works  for 
Hillenbrand  Industries  and  most  of 
them  use  the  Hillenbrand-financed 
hospital,  library  and  country  club, 
eat  in  the  excellent  restaurant  of  the 
Hillenbrand-owned  hotel.  (And,  until 
two  years  ago,  banked  in  the  Hillen- 
brand's bank  and  read  the  Hillen- 
brand's newspaper. ) 

The  first  Hillenbrand,  August  Wil- 
helm,  an  immigrant  from  Germany, 
came  up  the  Ohio  River  from  New 
Orleans  in  1837  to  begin  farming  and 
lumbering  in  the  hardwood  country 
near  Batesville.  His  son  John  branched 
out  into  furniture  making,  started  the 
local  bank,  and  eventually  went  into 
caskets  and  hospital  furniture.  "My 
grandfather  wasn't  above  the  law  or 
below  the  law,"  says  John  Hillen- 
brand n.  "He  was  the  law."  In  1928 
the  first  John  turned  over  all  but  the 
furniture  company  to  three  of  his 
sons  who  were  fresh  out  of  college.  A 
fourth  and  younger  son  later  joined 
them.  The  elder  three  are  now  retired 
but  they  still  serve  on  the  board;  the 
youngest  son,  Daniel,  now  53,  is 
chairman  and  president. 

The  furniture  company,  run  by  an- 
other branch  of  the  family,  has  shown 
scarcely  any  growth,  but  the  casket 
and  hospital  furniture  businesses  have 
grown  impressively.  "We  just  kept 
plowing  the  profits  back  into  the  com- 
pany and  working  Saturdays  and 
Sundays,"  says  John,  vice  president 
and  Dan's  nephew.  It's  true.  The  Hil- 
lenbrand homes,  all  in  close  proximity 


to  each  other  and  only  a  short  drive 
from  corporate  headquarters,  are  big 
and  roomy  but  hardly  palatial.  While 
the  family  contributes  liberally  to 
town  facilities,  family  members  do  not 
serve  on  their  boards  for  fear  of  ap- 
pearing domineering.  Vice  President 
John  earns  $127,000  a  year— not 
much  more  than  a  few  of  his  sales- 
men earn. 

The  Hillenbrands  never  wanted  to 
go  public,  but  they  reabzed  that  es- 
tate taxes  could  devastate  the  compa- 
ny. Dan  Hillenbrand  admits  being 
public  changes  things,  but  he  hopes 
a  Hillenbrand  will  always  run  the 
company.  Besides  John,  there  are  only 
two  other  fourth-generation  Hillen- 
brands, out  of  36  cousins,  in  the  com- 
pany. And  there  is  a  burgeoning  fifth 
generation  coming  up.  Although  none 
of  those  relatives  has  yet  graduated 
from  college,  a  number  of  them  work 
during  the  summer  vacations,  at  first 
on  the  family  farm  and  later  on  in 
the  factory.  Says  Chairman  Dan: 
"From  now  on  Hillenbrands  will  have 
to  come  into  the  company  at  the  bot- 
tom and  prove  themselves."   -- 

A  seeming  touch  of  extravagance 
in  this  generally  austere  company  is 
the  company's  two  Gulfstream  I  prop 
jets— until  one  realizes  they  are  kept 
busy  flying  in  funeral  directors  and 
hospital  administrators  who  are  in- 
structed, entertained— and  then  sold. 
The  potential  customers  arc  put  up 
in  the  old  family  farm— which  is  used 
for  business  11  months  a  year  but  still 
serves  in  July  as  the  site  for  a  reunion 
of  as  many  Hillenbrands  as  the  prop- 
erty will  hold. 


! 
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Sharing  The  Wealth 

There's  a  boomlet  in  the  shares  of  newly  public 
savings  &  loan  associations.  What's  going  on? 


If  you  hold  one  of  the  55  million  ac- 
counts in  U.S.  mutual  savings  &  loan 
associations,  you  may  get  a  letter  some 
day  announcing  that  your  "mutually 
owned"  S&L  intends  to  convert  to  a 
stock  S&L.  You  will  have  rights  to 
buy  a  certain  amount  of  the  stock,  de- 
pending on  the  size  of  your  account. 

The  Federal  Home  Loan  Bank 
Board  revised  the  regulations  govern- 
ing such  conversions  in  October  1974, 
and  seven  have  been  completed  so  far 
this  year,  the  first  since  1963  with  one 
exception.  The  most  recent,  and  the 
largest,  was  managed  by  Thomas  Bo- 
mar,  38,  former  FHLBB  chairman 
who  helped  get  the  regulations 
through.  Bomar  now  is  president  of 
$540-million  (assets)  American  S&L 
of  Florida,  in  Miami  Beach.  "Up  to 
now,"  says  Bomar,  "the  number  of 
conversions  has  been  relatively  mod- 
est. But  others  are  certainly  going 
to  come  upon  the  same  need  for  capi- 
tal that  we  faced." 

Capital?  Why  should  an  S&L  need 
capital,  when  the  public  puts  up  the 
money  through  its  deposits?  The  an- 
swer is  that  federal  regulations  re- 
quire $1  in  capital  or  surplus  behind 
every  $20  in  deposits.  Garth  Mars- 
ton,  actilig  chairman  of  the  Federal 
Home  Loan  Bank  Board,  explains: 
"We're  absolutely  determined  to 
strengthen  the  industry's  capital  posi- 
tion—and not  just  by  cutting  back  our 
reserve  requirements.  This  infusion 
of  capital  is  one  of  our  main  hopes." 
That  is  precisely  the  point  of  the  new 
regulations':  Under  the  old  conver- 
sions, depositors  received  their  stock 
free;  now  they  must  pay.  The  new 
regulations,  then,  are  designed  to 
help  the  housing  industry  rather  than 
simply  enrich  depositors  and  manage- 
ments. The  $6.5  million  realized  by 


American  would  in  theory  at  least 
support  a  35%  expansion  in  deposits— 
and  ultimately  in  mortgage  loans. 

By  and  large  the  new  regulations 
look  fair.  The  S&L  must  be  carefully 
appraised  by  an  outside  party,  and 
the  stock  is  priced  according  to  the 
association's  net  worth,  its  earnings 
history  and  prospects  and  the  climate 
of  the  capital  markets.  In  the  current 
market  environment,  this  means  that 
the  offering  is  usually  well  under  book 
value.  The  stock  must  be  offered  first 
to  depositors  in  proportion  to  the 
size  of  their  accounts.  Next  in  line, 
usually,  come  noneligible  account 
holders  (who  established  accounts  af- 
ter the  eligibility  record  date)  and 
borrowers.  Then  come  the  managers, 
and,  finally,  the  general  public.  These 
conversions  can  be  very  nice  pieces  of 
business  for  investment  bankers:  In 
the  American  conversion,  Wall  Street's 
Loeb,  Rhoades  &  Co.  went  away  with 
a  fee  of  $300,000. 

Out  of  six  conversions  completed 
under  the  new  regulations,  only  the 
largest,  American,  has  gotten  far 
enough  down  the  priority  list  to  oflFer 
any  shares  to  the  public.  Its  $3.6- 
miUion  oflFer  sold  out  the  first  day, 
even  though  Loeb,  Rhoades,  the  lead 
underwriter,  limited  most  buyers  to 
500  of  the  $14.50  shares.  Over  55,000 
of  Loeb,  Rhoades'  78,355  shares  were 
sold  in  Florida.  By  the  following  week, 
the  stock  had  risen  to  $15.50. 

Three  Texas  S&Ls,  with  about  $35 
million  in  assets  each,  sold  their  shares 
exclusively  to  account  holders,  leav- 
ing unsatisfied  demand.  Now  one  of 
them,  First  Federal  of  Conroe,  hav- 
ing converted  at  the  appraised  "fair 
market  price,"  is  considering  another 
oflFering  of  stock— which  the  FHLBB 
isn't  so  sure  it  likes,  at  least  so  soon. 


Why  do  shares  of  newly  convert- 
ed S&Ls  sell  at  premiums  when  the 
shares  of  big  existing  S&Ls  sell  for 
as  little  as  50%  of  book  value?  Good 
question.  Perhaps  the  best  explana- 
tion comes  from  Joel  Arndt,  general 
counsel  of  the  FHLBB:  "Someone  I 
know  went  out  to  one  of  those  [de- 
positors'] meetings,  and  heard  some- 
one say,  T  read  this  proxy  and  I  don't 
understand  a  word  of  it,  but  that 
guy  over  there  is  a  rich  doctor  and 
he's  buying,  and  this  one  here's  a 
lawyer  and  he's  buying,  so  I'll  buy  just 
hke  them!' "  There  is  also  strong  local 
identification  with  the  management, 
usually  highly  successful  people  well- 
known  in  the  area. 

There  is  no  doubt  that  insiders  also 
eagerly  buy  the  shares.  The  dominant 
group  at  American  S&L  is  still  Flori- 
da's Broad  family,  which  founded 
and  for  many  years  ran  the  associa- 
tion. The  family's  other  businesses  do 
hundreds  of  thousands  of  dollars  a 
year  in  legal  and  insurance  business 
with  American,  and  the  Broads  ended 
up  (with  their  associates)  buying  20% 
of  the  stock. 

At  $14.50,  the  stock's  apparent  ap- 
peal was  a  cool  $41  book  value.  But 
for  the  Broads  and  their  associates, 
there  was  also  a  special  relationship 
to  protect.  Says  Arndt:  "We  never 
viewed  conversion  as  a  way  to  shift 
control."  So,  the  conversion  move- 
ment rolls  on.  Kenneth  L.  Rilander 
of  Bankers  Trust's  financial  consulting 
department  predicts  we  will  be  see- 
ing as  many  as  50  of  them  a  year. 
As  long  as  the  shares  continue  in  high 
demand,  it  makes  sense  for  depositors 
to  exercise  their  rights  to  buy  shares 
when  conversion  takes  place— and 
then  sell  them  if  they  go  to  a  pre- 
mium. Why  let  insiders  get  it  all?  ■ 
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FM  Radio  Is  Hot 


Unfortunately^  at  today's  prices  the  buyer  can  also  get  scorched. 


WHiiN  Arch  Madsen,  president  of  the 
Mormon  Church's  Bonneville  Interna- 
tional Corp.,  paid  $850,000  for  the 
New  York  FM  station  WRFM  in 
1966,  as  he  puts  it,  "The  board 
thought  I'd  slipped  a  cog."  Now  Mad- 
sen  revels  in  the  fact  the  station  is 
valued  in  excess  of  $8  naillion. 

FM  has  gone  from  a  medium  pa- 
tronized only  by  engineering  freaks 
and  classical  music  buffs  to  a  mass 
medium.  Station  prices  have  bal- 
looned. In  the  last  five  years  the  price 
of  an  FM  station  in  Miami  soared 
800%,  in  Atlanta  500%.  FM  has  al- 
most doubled  its  listeners  since  1971, 
to  an  estimated  84  million  a  week  vs. 
126  million  for  AM  radio  and  154 
million  for  TV.  Now,  of  the  top  ten 
stations  in  the  top  ten  radio  markets, 
almost  half  are  FM,'  including  the  No. 
One  station  in  Los  Articles,  KBIG, 
and  the  No.  Three  station  in  New 
York,  WRFM.  However,  this  is  a  fu- 
tures market  in  which  station  buyers 
are  trading;  very  few  FM  stations 
now  justify  their  price  tags.  Recent 
purchasers,  betting  that  FM  will  con- 
tinue to  grow  at  its  current  rate,  have 
willingly  bid  up  prices.  But  turning 
an  FM  station  into  a  bonanza  is 
tricky:  It  takes  technical  capability, 
the  right  sound  and  promotion. 

James  Gabbert,  a  onetime  Stan- 
ford University  engineering  student, 
was  one  of  the  early  shrewd  investors. 
Gabbert  and  two  partners  put  up 
$6,000  in  1957  for  an  unused  FM 
station  license  in  San  Francisco.  To- 
day his  station  KIOI,  which  offers  a 
potpourri  of  music  and  talk,  is  worth 
over  $3.5  million.  Says  Gabbert,  "It 
was    the    best    $2,000    investment    I 


ever  made.' 

But  you  can  also  flop  with  FM,  and 
lots  of  people  do.  FM  broadcast  reve- 
nues for  1974,  the  most  recent  year 
for  which  Federal  Communications 
Commission  figures  are  available,  in- 
creased 25.3%,  to  $284  million-but 
profits  dropped  23.6%.  Independent 
FM  stations  reported  that  their  in- 
creased costs  resulted  in  losses  of 
$13.1  million,  up  $3.1  million  from 
the  previous  year. 

Into  The  Black 

Nevertheless,  the  futme  of  FM 
looks  good.  American  Broadcasting 
Cos.'  six  FM  stations  made  an  esti- 
mated $100,000  on  revenues  of  $7.4 
million  in  1975,  their  first  profits  ever. 
Taft  Broadcasting  and  Capital  Cities 
Communications  also  reported  profits 
last  year.  And  Bonneville's  KBIG 
pulled  an  estimated  30%  pretax  profit 
in  1975,  its  first  year  of  profit-making. 

Station  owners  and  brokers  are  en- 
couraging buyers  to  jump  in.  The  FM 
band  is  close  to  saturation  with  3,713 
channels  in  use  and  only  about  300 
unused  channels,  according  to  FCC 
estimates.  "Stations  are  like  real  es- 
tate," says  FM  investor  and  venture 
capitalist  Wayne  Van  Dyck  in  Los 
Angeles.  "All  of  a  sudden  people  real- 
ized they  weren't  making  any  more  of 
them."  Station  sellers  drive  hard  bar- 
gains for  high-wattage  stations  that 
cover  a  broad  population  area,  for 
stations  with  antennas  located  in  flat 
areas  near  audiences,  and  even  for 
stations  in  the  middle  of  the  radio 
band.  "Being  on  the  extreme  end  of 
the  dials,"  says  broker  Colin  Selph  of 
Blackburn  &  Co.  Inc.,  "is  like  being 


the  last  store  on  a  dead-end  block." 
Purchasers  look  for  markets  lacking 
formats  so  they  can  carve  out  an  au- 
dience. Unlike  the  AM  market,  with 
<  its  broad-spectrum  appeal,  the  FM 
market  is  highly  fragmented.  In  Los 
Angeles  alone  there  are  35  commer- 
cial FM  stations,  and  a  station  owner 
can  pick  his  target  audience.  For  ex- 
ample, the  city's  No.  Two  station, 
KNX,  broadcasts  "mellow  sound"  for 
yoimg  adults  who  prefer  soft  rock 
to  a  strident  sound,  or  Paul  Simon  to 
the  Rolling  Stones. 

The  appeal  of  FM  stations  is  in- 
creased by  their  low  operating  costs. 
Broker  Roy  Rowan  of  Blackburn  & 
Co.  estimates  it  takes  only  $65,000 
a  month  to  operate  a  successful  FM 
station  in  a  major  market  like  LA  (not 
including  interest  payments).  FM  sta- 
tions need  small  operating  staffs  (from 
one  to  a  maximum  of  perhaps  50  per- 
sons ) .  They  don't  run  costly  news  op- 
erations. They  receive  albums  from 
record  companies  anxious  to  break  in 
new  sounds  that  AM  with  its  Top-40 
format  won't  play.  If  need  be,  they 
can  rely  on  syndicated  programming. 
The  programming  consists  of  tapes 
with  music  and  announcements  that 
run  automatically  and  eliminate  the 
need  for  expensive  disc  jockeys  and 
engineers.  Over  240  stations  use  syn- 
dicated programs. 

FM  relies  for  revenues  on  what  the 
ad  agencies  call  "superior  demograph- 
ics"—a  relatively  aflBuent  audience  of 
25-to-49-year-olds  who  make  more 
than  their  share  of  buying  decisions. 
Advertisers  traditionally  sell  high- 
priced  items  like  stereo  sets  on  FM, 
while    AM    pushes    low-priced    items 


1 

I 
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FM  ghosts?  The  picture  reflects  the  shadowy  technical  staff  needed  to  run  an  FM  station  when  recorded  music  is  used, 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


500,000  Shares 

Dravo  Corporation 

Common  Stock 

(Par  Value  $1.00  Per  Share) 


Price  $22.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  legally  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co. 

» 

Bache  Halsey  Stuart  Inc.         The  First  Boston  Corporation         Blyth  Eastman  Diljon  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Kidder,  Peabody  &  Co.      Lazard  Freres  &  Co.      Lehman  Brothers      Loeb,llhoades  &  Co. 

»    Incorporated  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Bear,  Stearns  &  Co.  L.  F.  Rothschild  &  Co.  Shields  Model  Roland  Securities 

Incorporated 

April  14, 1976 


Youll  find  40,000  new  workers 
each  year  in  a  pretty  surprising  state. 


_     The  state  is  Virginia 
\«iiat's  surprising  is  not  just 
way  our  work  force  is  growing, 
but  the  way  it's  working. 

You  see,  the  latest  fig- 
ures show  that  the  work 
time  lost  by  Virginians 
through  strikes  and 
stoppages  is  less  than 
half  the  national  average 
(0.16%vs0.6%): 

This  means  we  have 
a  work  force  that's  proven 
it  likes  to  work.  And  that 
means  a  surprisingly  high 
level  of  productivity  for  our 
manufacturers. 

Now,  if  this  is  the  kind  of  sur 

prise  you  could  get  to  like.you 

should  get  to  know  more  about 

a  state  that's  full  of  them. 

Profit  from  the 
Vigor  of  Virginia 


us  Bureau  of  Labor-  197.' 


A 


Write  Frank  Akpaugh.  Dh/  of  Industrial  Development  Rm.ClOState  Office  Bldg  Richmond.  Va.  23219  Phone  (804)  7863791 


Our  111th  consecutive 
cash  dividend.^ 


This  dramatic  chain  of 
dividend  payments  is  forged  of 
the  growing  sales  strength  of 
products  like  the  world  famous 
Beechcraft  Bonanza  V35B. 
You'll  see  it  reflected,  too,  in 
record-smashing  sales,  gross 
earnings  and  net  income. 

Beech  Aircraft  Corporation 
Department  K 
Wichita,  Kansas  67201 


^^» 


« 
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like  records.  Under  the  most  favorable 
combination  of  circumstances,  ana- 
lysts say,  FM  stations  can  make  pre- 
tax profits  of  as  much  as  80%. 

At  the  base  of  FM's  success  is  the 
medium's  technological  superiority  to 
AM.  Music  sounds  so  much  better  on 
FM's  static-free  stereo  waves  that 
analysts  and  industry  people  alike 
predict  AM  will  ultimately  be  left  on- 
ly with  news  and  talk  shows.  CBS,  for 
example,  has  already  converted  six  of 
its  seven  AM  stations  to  an  all-news 
format.  Shields  Model  Roland  analyst 
Anthony  Hoffman  calls  the  CBS  move 
"a  preemptive  action.  They  hope  to 
outclass  their  competition  and  build 
a  tremendous  franchise  against  the 
time  that  AM  stations  go  to  all  news." 

FM  is  soon  expected  to  be  on  a  par 
with  AM  in  terms  of  audience  ac- 
cessibility. The  only  thing  stopping 
parity  now  is  the  lack  of  FM  radios 
in  two-thirds  of  U.S.  autos.  This  pre- 
vents FM  from  tapping  many  poten- 
tial listeners  during  peak  listening 
times,  early  morning  and  early  eve- 
ning. All-channel  legislation,  which 
would  require  all  radio  sets  costing 
more  than  $15  to  be  equipped  with 
both  FM  and  AM  capability,  has  so 
far  been  blocked  in  Congiess  by  op- 
position of  the  automakers.  But  a  per- 
sistent industry  story  has  it  that  the 
automakers'  ranks  will  soon  be 
breached,  reportedly  by  Chrysler 
shifting  its  radio  production  to  AM/ 
FM  receivers. 

More  Music,  Less  Sell 

FM's  commercial  potential  has 
built-in  limitations.  One  reason  people 
listen  to  FM  is  that  it  has  fewer  com- 
mercials (eight  minutes  per  hour, 
compared  with  18  minutes  for  AM). 
An  owner  who  tries  to  increase  the 
number  of  commercials  is  bound  to 
jeopardize  the  very  advantage  that 
brought  him  listeners  in  the  first  place. 

FM  is  still  the  cheapest  advertising 
medium.  Advertisers  and  stations  hag- 
gle over  advertising  rates,  as  is  com- 
mon in  broadcasting,  but  a  60-sec- 
ond  spot  on  an  average  FM  station 
costs  between  $10  and  $100,  t;.s.  $45 
to  $200  for  the  same  spot  on  an  av- 
erage AM  station  and  around  $1,000 
for  a  spot  on  early  evening  TV.  To 
gain  more  advertising  and  better 
rates,  FM  must  overcome  an  advertis- 
ing industry  prejudice  that  FM  can- 
not move  products. 

But  those  in  the  know  continue  to 
give  FM  a  vote  of  confidence.  Only 
recently  Bonneville  paid  $2.8  million 
for  a  San  Francisco  station,  KRON, 
with  no  ratings  at  all.  "We'd  like  the 
station  to  be  profitable  within  36 
months,"  says  Madsen.  "We've  done 
it  in  more  time,  but  we've  also  done 
it  in  less."  ■ 
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Reviving 
A  Railroad 

How?  On  the  cheap. 

When  the  bankrupt  Penn  Central 
disappeared  into  Conrail  last  April 
Fools'  Day,  it  left  behind  a  new 
railroad,  the  250-mile  Michigan 
Northern,  and  a  new  raihoad  presi- 
dent, Mark  Campbell,  25,  an  auto- 
worker's  son  who  has  been  working 
to  take  over  the  line  since  1971. 

Campbell's  new  road  was  carved 
from  3,100  miles  of  Penn  Central 
branches  being  abandoned  as  a  con- 
gressional subsidy  program  runs  out. 
In  most  states,  Conrail  will  run  the 
branch  line  service  itself  under  con- 
tract from  the  states.  But  Michigan 
contracted  the  MN  operation  out  to 
Campbell  and  a  group  of  private  in- 
vestors with  a  $100,000  kitty.  Camp- 
bell hopes  to  prove  that,  by  the  time 
the  subsidy  expires,  the  Michigan 
Northern  can  pay  its  own  way. 

Campbell  figures  his  run-down  sys- 
tem will  gross  $500,000  annually,  and 
he  hopes  its  profits  will  exceed  the 
$60,000  fee  he  will  get  from  Michi- 
gan. MN's  assets  include  two  aging 
$25,000  locomotives  bought  from 
Southern  Railway  and  14  eager  em- 
ployees—several of  them  former  rail- 
road men.  "We're  young,"  says  Camp- 
bell, "so  we  can  avoid  a  lot  of  the  in- 
dustry's traditional  problems." 

MN  won't  have  to  hire  union  labor 
or  follow  union  work  rules,  which 
should  make  cutting  costs  easy.  MN 
will  use  a  two-man  crew  vs.  Penn 
Central's  five,  and  it  won't  need  ca- 
booses: "Penn  Central  just  needed 
them  to  give  the  extra  people  some 
place  to  sit."  And  Campbell  has 
pleased  shippers  by  doubling  sched- 
uled service  to  16  trains  weekly. 

Unlike  many  short-line  railroaders, 
Campbell  doesn't  expect  MN's  now- 
depressed  service  area  ever  to  gen- 
erate enough  revenues  to  cover  all 
its  costs.  Bitt  it  may  not  need  to.  It 
hopes  for  ati  $800,000  federal  grant 
to  improve  its  track,  and  its  right-of- 
way  is  leased  by  the  state  from  Penn 
Central's  trustees.  Campbell's  first  goal 
is  to  cover  MN's  operating  costs,  but 
he  hopes  to  do  more  than  that.  And 
that  means  keeping  the  overhead  low. 
So  Campbell  is  maintaining  a  Spartan 
executive  style.  The  MN  head  ofiice 
is  in  a  former  auto  parts  store,  its 
president  is  paid  only  $16,000  and 
there  isn't  any  elaborate  rolling  stock. 
"My  first  inspection  trip,"  says  the 
U.S.'  youngest  and  poorest-paid  rail 
executive,  "will  probably  be  in  an  old 
boxcar."  ■ 
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ATOUCH  OF 
HYATT 

you'll  never 

wait  in  line 
again. 


PASSPORT 


Cver  find  yourself  running  a  little  late,  especially  at  checkout  time?  We 
make  checking  out  as  effortless  as  possible  with  this  convenient  Passport 
Book,  at  many  Hyatt  Hotels.  When  bidding  us  farewell,  just  leave  it 
at  the  front  desk. . . and  you're  on  your  way.  No  more  endless  waits  in 
checkout  lines. 

The  Hyatt  Passport  Book.  One  of  the  many  special  touches...  all  uniquely 
Hyatt.  A  Touch  of  Hyatt.  It  means  we're  doing  whatever  it  takes  to  make 
you  want  to  stay  with  us. .  .again. 


HYATT  HOTELS  © 

We'rp  looking  forward  for  vou.      ^^^^ 


® 


We're  looking  forward  for  you. 


800-228-9000  Gets  you  Hyatt. 
Worldwide. Toll  Free.  yoSJ'Leiagem 


'T'his  year,  logic  will  drive  many  thinking  people  to  Volvo  showrooms. 

Because  Volvo  has  a  reputation  for  being  one  of 
the  world's  most  intelligently  thought  out  cars. 
But  not  all  these  people  will  drive  out  with 
the  same  Volvo. 
^**       For  1976,  we  have  six  different 
Volvos  to  choose  from. 
If  you  Ye 
interested  in 
spending  less 
money,  you 
can  choose 
of  our  basic 
Volvo  240s. 


!nd 


NOTAU 


Also  on  the  Volvo  240s,  you  get  steel-belted 
radials.  And  orthopedically  designed  front 
bucket  seats  with  adjustable  lumbar  supports. 

If  you  want  to  exceed  these  standards,  you  can 
order  options  like  air  conditioning, 
power  steering  with  automatic 
transmission,  overdrive  and  a 
sunroof. 

Of  course,  for  some 
people  even  these  options 
won't  be  enough. 

So  for  them,  there's 
another  option.  i^ 

For  thoughtful        jl 
car  buyers  to  whom 
money  is  not  as  big 
an  object,  we 
have  the  three 
objects  on  your 
immediate 
right. 

The 
luxurious 
new  Volvo 
260s.  ^ 


O    1&76   VOLVO   OF  AMEBICA   CORPORATION 
LEASING   AVAILABLE. 


THINK 

You  can 
choose  either 
the  2-  or  4- 
door sedan. 
Or,  if  you  carry* 
many  of  your^ 
worldly 
possessions 
around  with 
you,  a  5-door 
luxury  wagon. 
The  Volvo  260s 
come  with 
everything  the  Volvo '^ 
240s  do  and  more.      , 
You  get  a  bigger  ^ 
engine:  an  overhead  can 
fuel-injected  V-6.  ^ 

^  ^  You  also  get  power  steerini' 
^'  and  your  choice  of  automal 
Iransmission  or  4-spccd  manui 
with  overdrive...allat  no  extra  cos 


Either  our  2-or  4-door  sedan.  Or  our  roomy  5-door  wagon. 

While  you  may  be  getting  the  lower  end  of  our  line,  you  won't  be  getting  the  short 
;nd  as  far  as  a  car  is  concerned. 

Every  Volvo  240  comes  loaded  with  standards  that  are  well  above  the 
standard.  You  get  a  quiet, 
responsive  overhead  cam 
fuel-injected  engine. 
4-speed  manual 
1  ^n^^H«transmission . 
^4-wheel 


MJKE. 


In  the  260  GL  sedans, 
you'll  find  many  other 
luxuries  that  people  of 
means  consider 
^necessities.  Things  like  air  conditioning.  Real 
leather  to  sit  on.  Power  front  windows 
A  sunroof.  A  heated  drivers  seat. 
And  metallic  paint.  All  standard. 
We  realize  that  by  giving  you 
six  Volvos  to  choose  from, 
we  haven't  made  things 
easy  for  you. 

But  look  at  it  this 

way:  when  you're 

intelligent  enough 

to  make  the  basic 

decision  to  buy 

^a  Volvo,  youVe 

intelligent 

enough  to 

decide 
Just  how 
basic  tha 
Volvo 
.should  be. 


pie  who  think. 


Chase 
delivers. 

Unequalled  help  in  financing  import/export  trade. 


International  commerce.  It  can  be  incredibly 
omplex.  A  nightmare  of  regulation  and  red  tape. 

Or  you  can  make  it  considerably  simpler.  With 
mply  a  phone  call  to  Chase. 

If  you're  having  problems,  Chase's  Trade 
pecialists  can  help.  In  collecting  foreign  receiv- 
Dles.  In  accelerating  payment  under  letters  of 
'edit.  In  financing  your  exports  of  capital  equip- 
ient. 

Because  Chase  delivers.  In  all  areas  of  trade 


financing.  Including  import  letters  of  credit,  and 
arranging  of  Eximbankand  FCIA  financing.  More- 
over, we  pay  letters  of  credit  at  any  of  our  four  Edge 
Act  banks,  in  addition  to  New  York,  without  special 
arrangements. 

Take  advantage  of  Chase  trade  financing.  And 
profit  from  banking  that  can  save  you  money  as 
well  as  lend  it.  To  get  started,  contact  your  Chase 
Relationship  Manager  Today. 
Give  your  company  The  Chase  Advantage.  I 
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John  Reed's  Sweet-Smelling  Diesels 


The  Santa  Fe  chairman  keeps  his  locomotives  clean  and  his 

income  statement  oily.  He  thinks  that's  just  the  way  to  run  a  railroad. 


In  the  Fifties  and  earlier,  the  men 
who  ran  the  Atchison,  Topeka  &  Santa 
Fe  raikoad  regarded  diversification  as 
red-blooded  he-men  regarded  homo- 
sexuahty— a  pansy  deviation.  The  rail- 
road was  all— or  nearly  all.  Diversi- 
fication? The  principal  oil  wells  were 
sunk  way  back  in  1912.  When  urani- 
um was  discovered  on  company  prop- 
erty in  1950,  it  was  by  an  Indian 
named  Paddy  Martinez— not  by  a 
company  survey  team.  During  the 
1960s,  when  southern  timbermen 
were  planting  an  eventual  rich  harvest 
of  trees,  Santa  Fe  was  content  to 
run  its  East  Texas  timber  acreage 
more  as  a  forest  than  as  a  tree  farm. 
To  be  sure,  Santa  Fe  moved  into 
other  lines  of  transportation:  pipe- 
lines, trucking,  air-freight  forwarding. 
But  far  from  helping,  all  these  hurt. 
None  has  turned  a  profit  for  the  rail- 
road. In  1966,  a  record  year  up  to 
then,  railroad  operations  contributed 
a  good  80%  of  pretax  income. 

Suddenly  A  Gusher 

Since  John  Reed  took  over  as  chair- 
man in  1968,  however,  Santa  Fe  In- 
dustries, as  the  company  is  now 
called,  has  begun  to  take  on  an  al- 
together different  look.  Last  year  nat- 
ural resources  contributed  $88.7  mil- 
lion, or  nearly  60%  of  Santa  Fe's  pre- 
tax profit,  more  than  1.5  times  as 
much  as  the  railroad,  and  more  than 


the  railroad  earned  in  its  peak  year 
of  1972.  As  a  result,  despite  a  pre- 
cipitous 33%  drop  in  railroad  earnings, 
Santa  Fe's  1975  net  income  of  $109.2 
million  was  still  the  second-best  year 
in  history.  Oil  and  gas  profits  alone 
covered  Santa  Fe's  $1.80  dividend. 
And  this,  of  course,  is  just  the  way 
the  textbooks  say  diversification  is 
supposed  to  work. 

Reed  says  the  Santa  Fe's  new  look 
is  "nothing  new."  He's  partly  right. 
Most  of  the  Santa  Fe's  nontransporta- 
tion  net  comes  from  oil,  and  the 
groimdwork  for  today's  fat  natural  re- 
source earnings  was  set  during  a 
memorable  1964  board  meeting  in 
New  York  when  the  railroad  decided 
to  push  ahead  with  secondary  recov- 
ery techniques— waterflooding  and 
steam— recommended  by  a  petroleum 
consultant  for  its  Chanslor-Westem 
California  wells.  The  result:  Despite 
60  years  of  steady  production,  Santa 
Fe's  proven  reserves  soared  to  an  all- 
time  high  of  155  million  barrels  in 
1970  us.  43  milUon  in  1964. 

It  was  a  nice  piece  of  timing. 
Spurred  on  by  higher  oil  prices,  Santa 
Fe  tripled  1964's  rate  of  production 
and  quadrupled  its  earnings  in  the  last 
four  years  alone.  Its  reserves  are  now 
down  to  132  million  barrels,  but  Reed 
is  stepping  up  Santa  Fe's  exploration 
efforts.  From  a  virtual  standing  start 
in    1970,    its    exploration    team    has 
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SANTA  FE'S 

GROWING  RESOURCE  BASE 

From  about  30%  of  Santa  Fe  Industries' 
pretax  profits  in  the  late  1960s, 
natural  resource  earnings— mostly  oil- 
have  grown  to  over  60%  of  the  total. 


Ik 


grown  to  40  professionals  combing 
over  an  onshore  land  bank  of  a  mil- 
lion acres,  plus  interests  in  offshore 
tracts  ranging  from  Alaska's  Cook  In- 
let to  the  Gulf  of  Mexico.  There  have 
been  successes.  Three  offshore  natu- 
ral gas  finds  haven't  begun  to  show  up 
in  company  earnings.  Meanwhile,  San- 
ta Fe  prospectors  are  even  combing 
Alaska's  Brooks  Range  north  of  the 
Arctic  Circle  for  metals  and  other 
minerals. 

Coal  in  His  Stocking 

Likewise,  Chairman  Reed  has  been 
edging  toward  coal.  As  natural  gas 
boilers  shut  down  throughout  the 
Southwest,  utilities  from  Los  Angeles 
to  Houston  are  going  into  the  mar- 
ket for  New  Mexico  coal.  Santa  Fe 
figures  it  owns  370  million  tons  of  it 
outright,  and  its  tracks  run  straight 
through  another  3  billion  tons.  Most 
of  it  is  relatively  high-sulfur  New 
Mexico  coal,  and  it's  not  clear  yet 
whether  the  Environmental  Protec- 
tion Agency  will  give  anyone  permis- 
sion to  burn  it. 

Santa  Fe's  most  striking  success— 
the  one  the  company  itself  refers  to 
as  a  "turnaround"— has  come  in  Kir- 
by  Lumber  Corp.  and  its  630,000 
acres  of  timber  in  East  Texas  and 
Louisiana.  Reed  shuffled  the  compa- 
ny's management  in  1970,  and  in  five 
years  more  than  doubled  its  earnings, 
to  $5.1  million.  Kirby's  plantings  have 
increased  tenfold,  and  the  company 
has  headed  straight  for  the  market- 
place with  what  it  grows.  Its  huge 
new  plywood  plant  at  Bon  Wier  op- 
erated at  capacity  throughout  1974 
and  1975,  while  dozens  of  competi- 
tors' saw  mills  and  five  plywood  plants 
shut  down.  Kirby  has  edged  whole- 
salers and  middlemen  out  of  its  selling 
business,  too.  Controlled  sales  have 
chmbed  to  90%  from  under  40%. 

Reed  has  been  just  as  piirposeful 
with  Santa  Fe's  losers.  He  closed  down 
the  company's  air-freight  operations 
two  years  ago,  after  the  business 
failed  to  make  it  into  the  black.  Pipe- 
line operations— whose  centerpiece  is 
the  1,885-mile  Gulf  Central,  built  to 
carry  anhydrous  ammonia  fertilizer 
throughout  the  Midwest— very  nearly 
broke  even  last  year,  after  five  years 
of  steady  losses  in  the  $5-million 
range  due  to  the  natural  gas  short- 
age. The  pipeline,  built  at  a  cost  of 
$105  million,  has  so  far  produced  only 
$22.6  million  in  revenues— hut  it  is 
expected  finally  to  run  in  the  black 
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WeVe  growing 
with  basic  products 


that  the  world  needs 


RdReynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  11  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  5, 1 976  to  stockholders  of  record 
at  the  close  of  business  tvlay  10,1 976. 

WILLIAM  R.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N  C.  April  15.  1976 

Seventy-Six  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
International  Petroleum 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Red  Cross. 
Ihe  Good 
Neighbor. 


this  year.  Trucking  operations  remain 
a  sore  spot:  Santa  Fe  entered  the 
business  40  years  ago,  has  20,000 
miles  of  routes  and  4,000  leased  trail- 
ers, and  still  loses  money. 

In  terms  of  its  earning  power,  Santa 
Fe  was  more  of  a  natural  resource 
company  last  year  than  a  railroad. 
But  Reed  doesn't  expect  oil  prices— 
which  were  responsible  for  much  of 
Santa  Fe's  gains— to  increase  as  much 
in  the  next  few  years  as  they  have  in 
the  past. 

"I  feel  like  the  man  watching  his 
wife  go  over  the  clifiF  in  his  Cadillac. 
I  have  mixed  feelings,"  he  says.  "High- 
er oil  prices  are  helping  us,  but  they're 
hurting  America  and  our  railroad." 

Faster  Than  Amtrak 

Santa  Fe  is  unarguably  a  Cadillac 
among  railroads.  It  can  run  a  freight 
train  practically  the  entire  way  from 
Chicago  to  Los  Angeles  at  80  miles 
an  hour— faster  than  Amtrak  can  mo\e 
passenger  trains  over  its  track.  Per- 
haps alone  among  world  fleets  of  loco- 
motives, Santa  Fe's  carefully  scrubbed 
diesels  do  not  reek  of  fuel  oil. 

Some  analysts  have  complained  that 
smellier  locomotives  would  make  for 
heftier  profits.  Reed  demurs.  "We 
don't  gold-plate.  We  even  tried  let- 
ting a  series  of  locomotives  go  on  a 
slower  maintenance  schedule.  It 
doesn't  work."  What  you  save  on 
maintenance,  he  means,  you  lose  on 
breakdown  time. 

Instead,  Reed  has  concentrated  on 
streamlining:  a  new  computerized 
freight-car  billing  system,  for  exam- 
ple; cost-center  accounting  instead  of 
the  old  blank-check  Interstate  Com- 
merce Commission  "score-keeping"  set- 
up. Santa  Fe  is  proud  of  its  brand- 
new  $50-million  yard  at  Barstow , 
Calif.  Critics  have  said  it  was  too 
costly.  Reed's  rejoinder  is  that  the 
yard  is  expected  to  return  20^  on  its 
cost— which  could  add  $5  million  to 
the  bottom  line  this  year  alone. 

With  rail  traffic  picking  up,  Santa 
Fe  stands  to  benefit  handsomely  from 
the  recovery— in  this  highly  leveraged 
business,  costs  rise  much  more  slow- 
ly than  revenues.  And  whatever  tl>e 
outcome  of  the  merger  movement 
among  western  railroads,  Santa  Fe  is 
a  sure  bet  to  survive.  Has  the  compa- 
ny a  merger  proposal  of  its  own  up 
its  sleeve?  Reed  smiles,  but  he  isn't 
talking— yet. 

"We  run  the  best  railroad  in  the 
world,"  says  John  Reed.  "But  people 
are  just  beginning  to  notice  we  arc  a 
fine  little  oil  company,  too."  An  ob- 
jective statement,  that,  from  a  vet- 
eran railroader  who  as  a  child  staged 
a  temper  tantnim  each  time  a  trip  on 
The  California  Limited  ended,  and  lie 
had  to  get  off  ibc  train.  ■ 
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We  were  helping  the  oil  business 
befiDie  it  was  a  world  business. 


r^f.tt^ 


And  we  still  are 


We're  Marsh  &  McLennan  and  we've  been  ar- 
ranging insurance  protection  for  the  oil  industry 
for  over  100  years. 

Back  then,  oil  rigs  and  their  ris^.  coverage  were 
both  brand-new  ideas.  Compare  that  to  today, 
when  a  mammoth  mobile  offshore  platform  can 
cost  more  than  $40  million!  Its  insurance  is  much 
more  complex,  but  should  be  no  less  innovative. 

To  everybody's  advantage,  the  Marsh  & 
McLennan  expertise  in  this  area  has  kept  pace. 


If  you're  in  petroleum  — or  any  other  energy 
industry— we  stand  ready  with  trained  staffs  of 
acknowledged  insurance  specialists  in  oil. ..gas... 
hydroelectric  power.. .nuclear  energy. 

Add  to  this  our  experts  in  loss  prevention,  pollu- 
tion control  and  safety  engineering  and  you  can  be 
fully  confident  of  getting  the  kind  of  sensible,  effi- 
cient risk  management  program  you  need. 

Call  us.  You'll  quickly  see  how  we  grew  to  be  the 
world's  leading  insurance  broker. 


When  it  comes 
to  insurance^ 
come  to 
the  leader. 


Faces  Behind  the  Figures 


The  Reluctant 
Proxy  Fighter 

There  are  times  when  the  oil  indus- 
try seems  more  hke  a  private  club 
than  a  business.  Take  56-year-old 
Donald  B.  Anderson,  for  example. 
He's  the  brother  of  Robert  O.  Ander- 
son, chairman  of  Atlantic  Richfield, 
which  bought  out  the  Andersons'  oil 
company  back  in  1963.  He's  the  own- 
er of  two  Uttle  southwestern  oil  com- 
panies, Anderson  Oil  and  Anderson 
Drilling,  with  oil  leases  on  some  1.5 
million  acres.  And  he  is  also  a  major 
stockholder  in  Salt  Lake  City's  Moun- 
tain Fuel  Supply,  a  gas  utility  that 
derived  45%  of  its  $17-million  profits 
and  17%  of  its  $156-million  sales  last 
year  from  a  flourishing  oil  and  gas 
production  business. 

Anderson  hasn't  been  happy  with 
Mountain  Fuel's  management,  how- 
ever. The  company  owns  2.6  miUion 
acres  of  oil  leases  that  Anderson 
thinks  aren't  being  developed  aggres- 
sively enough.  To  accomplish  that,  he 
thinks  the  company  ought  to  be  bro- 
ken into  two  parts— gas  utility  and 
oil  company.  But  he's  a  shy  man,  so 
he   sold   off   some   two-thirds   of   his 


150,000  shares  before  Houston  ranch- 
er W.K.  (Buck)  King  persuaded  him 
to  launch  a  proxy  fight.  "If  you  don't 
like  management,  sell,  is  what  they 
tell  you  in  Wall  Street,"  King  says. 
"Well,  that  kind  of  thinking  hasn't 
filtered  out  to  Texas  yet.  When  we 
don't  like  management,  we  fight."  The 
issue  comes  to  a  vote  May  11. 

Says  Mountain  Fuel's  strong-willed 
president,  lawyer  B.Z.  Kasder:  "Of 
course,  we  could  spend  $100  milUon 
or  $200  million  on  exploration  and 
development  [vs.  $29  million  last 
year]  but  we  couldn't  spend  it  pru- 
dently." Kastler  thinks  Anderson  has 
a  more  basic  motive  in  laimching  his 
fight  for  control.  "Anderson  owns  oil 
and  gas  leases  all  around  us,"  he  says. 
He  figures  Anderson  could  develop 
his  own  holdings  on  the  results  of 
Mountain  Fuel's  drilling  program. 

Anderson  scoffs  at  such  a  sugges- 
tion. After  all,  he  isn't  even  asking 
for  a  seat  on  the  board.  Only  a 
change  in  policy.  "It  stands  to  reason 
some  of  my  acreage  is  going  to  be 
next  door,"  he  says.  "Any  two  oil 
companies  are  bound  to  run  into  each 
other  somewhere."  He  adds,  "This 
whole  thing  is  completely  foreign  to 


Anderson  of  Anderson  Oil 

us.  We  are  more  private-type  people. 
But  we  have  this  interest  in  a  public 
business.  .  .  ."  As  Anderson  sees  it,  if 
he  and  King  gain,  so  do  Mountain 
Fuel's  10,000  other  shareholders.  ■ 


Let  ^Em  Eat  Ricetein 

The  U.S.'  cookie  and  cracker  king, 
Nabisco  Chairman  Robert  Schae- 
berle,  53,  thinks  he  has  found  "a 
practical  solution  to  the  need  for 
raising  world  nutritional  levels."  He 
calls  it  Ricetein.  The  largest  new- 
product  ventiure  in  Nabisco's  78- 
year  history,  it  came  out  of  a  four- 
year,  $15-million  research  program. 
Ricetein  is  a  rice  and  soy  blend  con- 
taining three  times  the  protein  of  reg- 
ular rice,  the  main  diet  of  two-thirds 
of  the  world.  With  it  Schaeberle  and 
Nabisco  hope  to  fill  the  world's  hun- 
gry beUies  at  only  10%  additional  cost. 
Ricetein  is  a  free-enterprise  prod- 
uct, launched  without  U.S.  Govern- 
ment support  or  U.S.  tax  dollars,  and 
whatever  money  Nabisco  makes  from 
it,  Schaeberle  expects  to  glean  from 
the  sales  of  royalty  rights  to  underfed 
nations.  Nabisco  has  already  signed 
up  Senegal  to  buy  Ricetein,  and  last 
November  penned  an  agreement  with 
the  West  African  nation  to  aid  in 
building  a  Ricetein  plant  outside  the 
capital  city  of  Dakar.  Senegal,  Schae- 
berle hopes,  will  be  only  the  first  of 
many  such  customers.  "Ricetein  is  not 
going  to  be  a  source  of  immediate 
profit  to  the  company,"  he  says,  "but 


Schaeberle  of  Nabisco 


our  responsibility  in  the  world  is  feed- 
ing people.  Do  you  know  a  better 
way  to  have  worldwide  cooperation?" 

Nabisco's  critics  are  not  quite  so 
confident.  It's  not  simply  that  Schae- 
berle's  solution  smacks  somewhat  of 
Marie  Antoinette's  suggestion  that 
those  who  could  not  afford  bread 
should  eat  cake.  It's  also  that  nutri- 
tionists are  split  over  whether  the 
world's  hungry  really  need  all  that 
additional  protein;  conceivably  they 
could  make  up  that  deficiency  by 
consuming  more  readily  available 
calories.  "The  concept  is  good,"  is  how 
one  investment  analyst  puts  it,  "but 
it's  an  idea  before  its  time." 

For  Nabisco,  that  may  be  con- 
siderably better  than  being  after.  Na- 
bisco was  late  in  moving  overseas  a 
decade  or  so  ago,  and  while  then- 
Chairman  Lee  Bickmore  declared  that 
Nabisco's  goal  was  to  create  a  foreign 
operation  with  bestselling  U.S.  prod- 
ucts like  Oreo  cookies  and  Ritz  crack- 
ers that  would  yield  25%  of  total  sales, 
30%  of  profits,  the  competition  had 
got  there  first.  Though  in  1975  Na- 
bisco's foreign  sales  hit  30%  of  the 
total  of  $1.9  billion,  its  profits  laggetl 
well  behind-at  around  16%.  With 
Ricetein,  Nabisco  has  a  clear  start  on 
all  the  competition.  ■ 
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A  Conflict  Of  Interest? 

William  Woodward,  31,  is  ac- 
customed to  starting  at  the  top  of  the 
liberal  ladder.  Fresh  from  Harvard  in 
1967,  he  landed  a  position  in  the  late 
Senator  Robert  Kennedy's  presidential 
campaign.  Then  it  was  a  top  reporting 
job  on  the  New  York  Post,  which  led 
to  a  coveted  Vietnam  war  correspon- 
dent's position.  In  1970  Woodward 
flew  off  to  co-found  [More]  maga- 
zine, a  money-losing  and  rather  paro- 
chial journalism  review.  Frustrated 
by  journalism  ("I  got  tired  of  looking 
through  the  keyhole").  Woodward 
traded  his  presscard  for  a  Harvard 
MBA,  then  signed  on  as  press  aide 
for  Hugh  Carey's  successful  New 
York  gubernatorial  bid. 

Last  May  a  grateful  Carey  ap- 
pointed Woodward  to  a  $35,000-a- 
year  State  Banking  Department  dep- 
uty superintendency. 

Woodward's  only  on-the-job  bank- 
ing experience  was  a  summer  job  he 
held  14  years  ago  at  Manufactmers 
Hanover  Trust,  which  he  barely  re- 
calls. But  the  lack  of  experience 
doesn't  bother  him:  "There's  nothing 
magical  or  mysterious  about  bank  reg- 
ulation," says  the  soft-spoken  golden 
boy.  "It's  just  a  matter  of  reading  a 


lot,  and  talking  to  a  lot  of  people." 
Apparently  Woodward  has  been 
talking  to  a  lot  of  people  about  the 
mortgage  lenders'  practice  of  redlin- 
ing—or indiscriminately  refusing  loans 
to  decaying  urban  neighborhoods.  A 
Woodward-inspired  regulation  due 
May  1  requires  state-chartered  banks 
with  some  $50  million  in  assets  to  dis- 
close their  mortgage  loans  by  geo- 
graphic division.  (Similar  disclosure 
is  already  required  by  the  Federal 
Reserve  of  national  lenders. ) 

The  data  will  doubtless  show  that 
redlining  exists  in  New  York.  You 
can  expect  Woodward  to  push  the 
banks  into  evaluating  their  loans  on 
the  merits  of  each  request,  and  not 
on  the  neighborhood  origin  of  the  re- 
quest. "We  want  to  see  that  there  is 
equal  opportunity  for  the  citizens  of 
this  state  to  avail  themselves  of  the 
banks'  product,  and  be  sure  the  banks 
are  taking  their  fair'  share  of  the  risks 
they  ought  to  be  taking." 

Like  most  political  statements,  that 
makes  great  copy.  But  Woodward 
and  his  federal  and  state  counterparts 
have  a  problem  if  they  push  too  far: 
Should  risk-wise  bankers  be  required 
to    risk    their    depositors'    money    in 


Woodward  of 

N.Y.  State  Banking  Department 

blighted  neighborhoods?  Isn't  there  a 
conflict  of  interest  for  the  regulators, 
whose  main  task  has  been  to  safe- 
guard depositors'  interests?  Wood- 
ward hints  he  is  not  overly  impressed 
by  the  bankers'  past  evaluations:  "I 
tell  the  bankers,  If  you're  so  good  at 
taking  risks,  how  come  you're  in  so 
much  trouble  today?'  "  ■ 


Prodigal  Son 


At  33,  Sum  D.  Battistone  already  had 
what  most  men  work  for  all  their 
lives.  As  president  of  Sambo's  Res- 
taurants, Inc.,  the  fast-growing  cof- 
fee house  chain  his  father  founded, 
he  was  successful— and  rich,  with  al- 
most  $10   million  in   Sambo's   stock. 

But  Sam  D.,  as  he  is  called  to  dis- 
tinguish him  from  his  father,  Sam 
Sr.,  wanted  a  chance  to  do  something 
on  his  own.  So  in  1973  he  quit  his 
job  and  went  off  to  organize  some- 
thing called  Invest  West  Sports,  which 
soon  owned  such  things  as  50%  of  a 
World  Football  League  team,  a  piece 
of  the  new  National  Basketball  As- 
sociation's New  Orleans  franchise  and 
a  bunch  of  sports  camps.  At  the  time, 
sports  franchises  were  selling  like 
Sambo's  famous  hotcakes,  but,  un- 
fortunately, were  nowhere  near  as 
profitable.  By  1975  Sam  and  his 
friends  were  looking  at  milhon-doUar 
losses  rather  than  the  million-dollar 
profits  that  Sambo's  showed  regularly. 

Luckily,  Sam  D.  never  really 
burned  his  bridges  behind  him.  When 
he  left,  he  agreed  to  be  on  tap  in 
case  the  company  ever  needed  him 


again,  and  last  January  it  did.  After 
three  years  on  the  job,  his  successor, 
Wayne  Kees,  53,  suddenly  decided  to 
retire.  A  funny  coincidence?  Company 
executives  insist  that  it  was. 

Battistone  comes  back  to  the  job 
at  a  time  when  Sambo's  has  begun 
to  lose  some  of  its  momentum.  Though 
earnings  were  up  over  37%,  to  $17.6 
million  last  year  on  a  38%  sales  in- 
crease to  $138  million,  at  the  res- 
taurant level  virtually  all  of  the  gain 
came  from  price  increases  rather  than 
any  inherent  growth  in  the  business. 
In  a  year  when  other  restaurant  chains 
boasted  substantial  imit  volume  sales 
increases,  Sambo's  averaged  less  than 
a  1%  increase  for  the  whole  year  and 
volume  was  actually  flat  in  the  third 
quarter.  Competitors  blame  Sambo's 
more  limited  and  relatively  lackluster 
menus  and  off-highway  locations— a 
disadvantage  now  that  the  oil  crisis 
has  ebbed.  Battistone  concedes  the 
problem,  but  feels  that  marketing 
—including  national  TV  advertising- 
is  the  answer. 

"When  I  left  to  do  other  things,"  he 
says,  "that  was  something  I  had  to 
do.  I  love  the  restaurant  business. 
Those  tliree  years  gave  me  a  chance 


to  look  at  Sambo's  objectively.  We 
want  to  do  in  our  segment  of  the  in- 
dustry what  McDonald's  did  in 
theirs."  So  what  else  is  new?  ■ 

Battistone  of  Sambo's 
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Faces  Behind  the  Figures 


Salton  of  Salton 


When  Petter  Rocks  Are  Made 


Lewis  Salton  is  the  engineer  who 
brought  you  the  electric  peanut  but- 
ter maker,  the  automatic  egg  boiler, 
the  home  yogurt  maker,  the  ice  cream 
machine  and  the  gadget  that  started 
it  all,  the  Salton  Hotray.  Now  64, 
Salton  came  up  with  the  Hotray  in 
1948  in  order  to  keep  his  wife  from 
running  to  the  kitchen  in  their  Man- 
hattan apartment  during  dinner. 

While  the  food  warmer  still  con- 
tributes 40%  of  Salton  Inc.'s  in  excess 
of  $10  million"  in  sales,  Salton's  mar- 
keting strategy  is  to  offer  a  new  gad- 
get each  year  to  buyers  at  a  July 
trade  show  for  sale  in  time  for  the 
eventual  Christmas  rush.  Last  year 
Salton  came  up  with  the  automatic 
peanut  butter  machine,  which  sold 
over  100,000  in  the  two  months  be- 
fore Christmas.  If  it  hadn't  taken  off 
—as  the  pizza  warmer  didn't  a  few 
years  ago— Salton  Inc.  would  simply 
have  taken  it  off  the  market.  Lew  Sal- 
ton won't  produce  anything  that 
won't  break  even  on  the  initial  fall  or- 
ders alone.  What  Salton  counts  on  is 
that  even  the  man  who  has  every- 
thing doesn't  have  an  automatic  pea- 


nut butter  maker. 

In  1970,  feeling  that  the  creative 
juices  might  not  be  flowing  as  freely 
as  they  once  did,  Salton  sold  out  to 
Corning  Glass  Works  for  $5  million 
in  stock.  But  Coming's  president  soon 
reached  mandatory  retirement,  and 
'Salton  Inc.,  Salton  says,  no  longer 
seemed  to  have  any  "working  aflBnity 
with  its  parent."  So  in  1973  a  group 
of  longtime  employees  talked  Salton 
into  buying  back  his  own  company. 

Salton  himself  took  70%  in  the  buy- 
back,  and  the  rest  of  the  corporation 
was  split  among  15  other  Salton  em- 
ployees. Luckily  for  Lew  Salton,  the 
$67  Coming  shares  he  had  received 
in  1970  were  worth  $120  by  the  time 
he  wanted  to  cash  a  good  part  of 
them  in  for  the  repurchase.  They  are 
now  under  $70  again.  "I  made  some- 
what of  a  profit,"  admits  Salton,  al- 
though he  won't  say  how  much. 

Like  most  other  makers  of  small  ap- 
pliances, including  toasters  and  blend- 
ers, Salton  concedes  his  business 
proved  especially  vulnerable  to  the  re- 
cession. Will  it  recover?  Much  de- 
pends on  Salton's  gadget  for  1976, 
about  which,  at  the  moment,  he  re- 
fuses to  say  anything  at  all.  ■ 


The  Disciple 

Scratch  Herman  E,  Goodman,  presi- 
dent of  Franklin  Corp.,  and  you'll 
find  a  Textron  man.  "I  fell  in  love  with 
Royal  Little's  thinking,"  says  the  stout, 
jovial  Goodman,  recalling  the  days 
when  both  he  and  Little  headed  tex- 
tile companies.  In  fact,  they  got  on 
so  well  that  Goodman  eventually 
joined  Little  in  the  famous  three-part 
1955  mergers  of  Little's  Textron, 
Goodman's  Robbins  Mills  and  Ameri- 
can Woolen  out  of  which  the  proto- 
typical conglomerate  emerged. 

Now  70,  Goodman  still  looks  and 
behaves  like  the  54  he  was  when  Tex- 
tron left  him  in  1960  and  moved  its 
headquarters  to  Providence,  R.I. 
Goodman,  a  born  New  Yorker,  re- 
fused to  leave.  Instead,  he  got  his 
friend  Arthur  Roth— chairman  of 
Frankhn  National  Bank  before  Ital- 
ian financier  Michele  Sindona 
brought  it  down— to  let  him  take  over 
Franklin  Corp.,  the  bank's  inactive 
Small  Business  Investment  Company 
(SBIC).  Together  they  took  it  public. 

Scratch  Goodman  a  little  harder 
and  you'll  find  a  born  salesman.  "We 
were  the  first  SBIC  to  go  public,"  he 
points  out  with  pride.  "In  fact,  Roy 
Little  said  to  me,  Tf  yours  goes  over. 


Goodman  of  Franklin  Corp. 


I'll  do  my  own.' "  It  did,  and  he  did. 
Little's  Narragansett  Corp.  and  Frank- 
lin together  put  up  $2.5  million  to 
help  launch  $12-miUion-sales  Amtel, 
Inc.,  a  diversified  industrial  compa- 
ny. Amtel,  with  $349  million  sales,  is 
now  the  pride  of  Franklin's  portfolio. 
Franklin's  remaining  7%  interest— some 
was  sold  earlier— is  now  worth  about 
$2.2  million. 

Franklin's  other  investments  (40 
companies,  $8.3  million)  have  not 
fared  as  spectacularly  as  Amtel,  of 
course— although  they  did  produce 
over  $700,000  in  dividends  and  in- 
terest in  the  year  ended  last  Mar.  31. 

Franklin's  stock  sold  at  4%  last 
month,  down  from  a  1962  high  of  24. 
Even  so,  it  is  doing  better  than  many 
other  SBIC  stocks.  In  general,  Good- 
man concedes,  there  hasn't  been  much 
interest  in  SBICs  in  the  Seventies. 
Why?  "They  were  oversold  in  the  Six- 
ties. In  the  go-go  days  nothing  was 
more  go  than  publicly  owned  SBICs." 

Say  this  for  Franklin:  It  may  not 
have  prospered,  but  it  has  survived, 
and  helped  get  other  companies  go- 
ing. Says  Goodman:  "My  exposure  to 
Textron  e(iuipped  me  in  a  unique 
fashion  to  run  an  SBIC.  It's  the  same 
damn  scenario,  only  with  a  smaller 
stage  .  .  .  and  a  smaller  audience."  ■ 
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''A  grounded  plane  is  naexcuse  for 

a  ^XNinded  passen^if  ^ 


When  a  plane  is  grounded,  it's 
isy  for  an  airline  to  cancel  the 
ght  and  say  "tough  luck"  to  the 
aiting  passengers. 

But  at  Eastern  Airlines  we  be- 
've  that  our  primary  duty  is  to 
tt  you  where  you're  going— on 
ne  if  at  all  possible.  We  don't  be- 
^ve  in  cancelled  flights,  and  last 
?ar  we  avoided  them  99. 2%  of 
^e  time. 

Here  are  5  good  reasons 
astern  rarely  has  to  cancel 
)ur  flight. 

First,  Eastern's  regular  main- 
nance  centers  keep  our  fleet  of 
12  jets  in  such  superb  condition 
lat  mechanical  problems  are  few 
id  far  between.  Still,  if  an  engine 
ims  even  a  little  off  key,  we 


Frank  Borman,  President,  Eastern  Airlines 


ground  the  plane  immediately. 

Second,  our  ground  crews  at 
96  airports  can  find  and  fix  almost 
any  problem  before  you  can  find 
your  seat. 

Third,  if  it's  likely  that  repairs 
will  take  too  long,  we  try  to  find 
a  spare  plane  available  at  the  same 
airport. 

Fourth,  if  it's  certain  that  a 
plane  won't  be  ready  on  time,  we 
can  call  in  a  replacement  from  two, 
three  or  four  hundred  miles  away. 
Eastern  keeps  an  average  of  five 
planes  on  standby  at  terminals 
from  Miami  to  New  York  to  cover 
these  situations. Not  all  airlines  do 
this. 

Fifth,  if  we  can't  bring  in  an- 
other plane  soon  enough,  we'll 


book  you  on  another  airline.  No  air- 
line can  do  more  than  that. 

The  better  we  do  for  you, 
the  better  we  do  for  ourselves. 

Why  do  we  work  so  hard  to  get 
you  where  you're  going?  Because 
where  you're  going  is  what  you 
paid  for  And  since  Eastern  is  the 
first  and  only  airline  with  a  profit- 
sharing  plan  for  more  than  30,000 
employees,  now  each  of  us  has  a 
personal  stake  in  your  goodwill 
and  repeated  patronage. 

We  know  there  are  a  lot  of  air- 
lines out  there  you  could  fly  be- 
sides Eastern. 

So  if  we  want  you  to  fly 
Eastern  all  the  time,  and  we  do,  we 
have  to  earn  our  wings 
every  day. 


©   EASTERIM  THE  WINGS  OF  MAN 


"THE  WINGS  OF  MAN"  IS  A  REGISTERED  SERVICE  MARK  OF  EASTERN  AIR  LINES,  INC. 


THE  COMPETITIVE 

We  believe  in  it... 


The  Modem  Little  Red  Hen 


Once  upon  a  time,  there  was  a  little  red  hen  who 
scratched  about  the  barnyard  until  she  uncovered 
some  grains  of  wheat.  She  called  her  neighbors  and 
said,  "If  we  plant  this  wheat,  we  shall  have  bread 
to  eat.  Who  will  help  me  plant  it?" 

"Not  I,"  said  the  cow. 

"Not  I,"  said  the  duck. 

"Not  I,"  said  the  pig. 

"Not  I,"  said  the  goose. 

"Then  I  will,"  said  the  little  red  hen.  .And  she 
did.  The  wheat  grew  tall  and  ripened  into  golden 
grain.  "Who  will  help  me  reap  my  wheat?"  asked 
the  little  red  hen. 

"Not  I,"  said  the  duck. 

"Out  of  my  classification,"  said  the  pig, 

"I'd  lose  my  seniority,"  said  the  cow. 

"I'd  lose  my  unemployment  compensation," 
said  the  goose. 

"Then  I  will,"  said  the  little  red  hen,  and  she  did. 


At  last  it  came  time  to  bake  the  bread.  "Who 
will  help  me  bake  the  bread?"  asked  the  little  red 
hen. 

"That  would  be  overtime  for  me,"  said  the  cow. 

"I'd  lose  my  welfare  benefits,"  said  the  duck. 

"I'm  a  dropout  and  never  learned  how,"  said 
the  pig. 

"If  I'm  to  be  the  only  helper,  that's  discrimina- 
tion," said  the  goose. 

"Then  1  will,"  said  the  little  red  hen. 

She  baked  five  loaves  and  held  them  up  for  her 
neighbors  to  see. 

They  all  wanted  some  and,  in  fact,  demanded  a 
share.  But  the  little  red  hen  said,  "No,  I  can  eat 
the  five  loaves  myself." 

"Excess  profits!"  cried  the  cow. 

"Capitalist  leech!"  screamed  the  duck. 

"I  demand  equal  rights!"  yelled  the  goose. 

And  the  pig  just  grunted.  And  they  painted 
"unfair"  picket  signs  and  marched  round  and 
round  the  little  red  hen,  shouting  obscenities. 

When  the  government  agent  came,  he  said  to  the 
little  red  hen,  "You  must  not  be  greedy." 

"But  I  earned  the  bread,"  said  the  little  red  hen. 

"Exactly,"  said  the  agent.  "That  is  the  wonder- 
ful free  enterprise  system.  Anyone  in  the  barnyard 
can  earn  as  much  as  he  wants.  But  under  our 
modern  government  regulations,  the  productive 
workers  must  divide  their  product  with  the  idle." 

And  they  lived  happily  ever  after,  including  the 
little  red  hen,  who  smiled  and  clucked,  "I  am 
grateful.  I  am  grateful." 

But  her  neighbors  wondered  why  she  never 
again  baked  any  more  bread. 


At  the  conclusion  of  the  required  business  of  the  1975  Pennwall  Annual 
Meeting,  Chairman  and  President  tfilliam  P.  Drake,  commentinf,  on 
the  state  of  the  company  in  today  s  economy,  read  this,  his  own  adaptation 
of  a  modern  version  of  the  well-ltnottn  fable  of  The  Little  Red  Hen. 


For  125  years  we've  been  making  things  people  need -including  profits. 


CORPORATION 


ENTERPRISE  SYSTEM 

...here's  why: 


Dedication  to  the  simple  truths  implied  in  the  story  of 
"The  Modern  Little  Red  Hen"  built  this  company,  and  has 
guided  its  successful  growth. 

Today,  Pennwalt  supplies  socially  useful  products, 
including  chemicals,  dental  products,  pharmaceuticals 
and  equipment.  80  percent  of  our  sales  are  concentrated 
in  these  five  major  markets: 

•  Agriculture  and  food  processing 

•  Chemical  process  industries 

•  Environmental  cleanup 

•  Health 

•  Plastics 
But  unlike  the  unfortunate  Modern  Little  Red  Hen,  we 

have  been  able  to  share  our  "bread"  with  the  many  who  have 
helped  produce  it,  while  at  the  same  time  fulfilling  the  other 
obligations  to  society  expected  of  a  responsible,  profitable 
corporate  citizen.  This  sharing  is  in  the  form  of  equitable 
wages  and  fringe  benefits,  quality  products  fairly  priced, 
substantial  purchases,  taxes,  the  support  of  charitable  and 
cultural  organizations  and,  from  what's  left,  dividends  to  our 
shareholders. 

That  we  have  been  successful  is  evidenced  by  the 
fact  that  we  started  paying  a  regular  dividend  on  our 
common  stock  114  years  ago  and  have  not  missed  a 
payment  since. 

We  think  our  performance  bears  this  out: 


operating  Record  (000): 

1971 

1972 

1973 

1974 

1^5 

Net  Sales 

. .  $405,507 

$441,010 
$  16,072 
$       1.58 

1504,034 
$  20,113 

$      2.13 

$641,002 
$  26.983 
$      2.81 

$713,736 
$  31,633* 
$      3.25* 

Net  Earnings 

Per  Share  of'Common  Stock 

. .  $  13,050 
.  $       1.22 

V 

•Before  special  credit  o£  $1,813,000  or  S.19  per  share. 

1 

For  125  years  weVe  been  malcing  things  people  need-including  profits. 

^  PEwmn 

CORPORATION 

Three  Parkway,  Philadelphia,  Pa.  19102 
Chemicals  •  Dental  Products  •  Pharmaceuticals  •  Specialized  Equipment 
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ific  Overtures? 


IBM's  small  competitors  no  longer  want  to 
see  their  giant  rival  broken  up. 


Jack  W.  Biddle,  45,  heads  the  Com- 
puter Industry  Association,  whose 
membership  comprises  a  group  of  36 
small  data  processing  companies.  A 
year  or  so  ago,  Biddle  and  friends 
were  urging  the  Government  to  pros- 
ecute International  Business  Ma- 
chines for  alleged  monopolistic  prac- 
tices. Now,  says  Biddle,  the  industry 
group  wants  to  settle  out  of  court. 

What's  behind  the  association's 
about-face?  One  thing  is  the  reversal 
of  the  Telex  case  in  IBM's  favor.  An- 
other is  the  long  drawn-out  (seven 
years)  nature  of  the  IBM  case.  "It 
has  become  evident,"  Biddle  says, 
"that  the  antitrust  laws  are  unable  to 
deal  with  a  monopoly  situation  in  a 
complex  and  fast-moving  industry  like 
computers.  It  could  be  1981  before 
the  IBM  case  is  decided,  and  even 
longer  before  relief  is  implemented. 
By  then  it  will  be  irrelevant." 

Time  isn't  on  their  side.  Many  of 
the  smaller  independents  may  not 
survive  until  the  Government  wins, 
and  those  that  do  may  face  eight  for- 


midable IBMs  instead  of  one.  If  the 
Government  loses,  as  most  observers 
now  feel  is  likely,  Biddle  sees,  Con-*^ 
gress  and  government  agencies  mov- 
ing to  regulate  both  IBM  and  the  rest 
of  the  industry— "a  result  that  would 
have  a  chilling  effect  on  the  industry, 
the  users  of  our  products  and  the  na- 
tion." Given  his  druthers,  Biddle  will 
take  IBM  over  the  regulators  any  day. 

Don't  assume  from  this,  however, 
that  Biddle's  clients  are  willing  to  take 
their  chances  against  IBM  in  the 
marketplace.  If  they  no  longer  hope 
to  see  IBM  broken  up,  they  would 
like  to  put  shackles  on  it.  For  exam- 
ple, Biddle  wants  IBM  to  tip  its  com- 
petitors in  advance  about  new  devices 
and  products,  so  competitors  can 
adapt  to. the  IBM  standard— the  way 
Eastman  Kodak  now  alerts  its  com- 
petitors when  it  is  about  to  alter  the 
rules  of  the  game.  He  wants  IBM  to 
imbundle  all  its  products  and  service 
offerings— that  is,  to  price  and  offer 
each  function  separately. 

He  also  wants  the  Government  to 


extend  the  ban  on  IBM  going  into 
data  services  for  another  ten  years  be- 
\'ond  1979  and  to  prohibit  IBM  from 
going  into  the  domestic  satellite  busi- 
ness, even  through  a  minority-owned 
subsidiary.  And— get  this— he  wants 
IBM  to  help  finance  its  competitors: 
He  would  have  the  Government  re- 
quire IBM  to  invest  $2  billion  in  a  fi- 
nance company  that  would  finance 
lease  contracts  between  all  producers 
and  their  customers. 

Aren't  these  pretty  stiff  conditions? 
"I  think  our  plan  represents  a  start- 
ing point  that  can  be  negotiated," 
Biddle  replies.  IBM  replies  tersely, 
"We  find  it  difficult  to  believe  it  is  a 
serious  proposal."  Would  the  Justice 
Department  consider  an  out-of-court 
settlement?  Its  even  terser  reply:  "No 
comment." 

Does  that  mean  that  Biddle's  trial 
balloon  has  been  shot  down  before  it 
ever  got  off  the  ground?  Perhaps.  Af- 
ter all,  why  should  IBM  compromise 
when  its  chances  of  winning  the  court 
case  presently  look  so  good?  Simply 
this:  IBM  might  well  find  a  consent 
decree  far  less  restrictive  than  the 
government  regulation  a  victory  might 
bring.  "If  government  regulation  of  the 
computer  industry  becomes  a  reality," 
says  Biddle,  "everyone,  including 
users,  will  be  losers."  ■ 


"Make  it  beautiful,  craft  it  lovingly,  and  stand  behind  it. 

People  will  love  it." 

A     -•___!_      _i_'i _i_  r\     L    A    ^ti  -  .  l: *  iiii-*i_    !_-    1 .    ij    -ii_ -i- i.__i_ il.  _ 


A  simple  philosophy.  But  most  effective. 


Which  in  turn  would  allow  us  to concentrateon  the 


With  it,  we've  made  the  GMC  MotorHome  something  that       thing  we  wanted  most  to  offer  the  buyer:  quality. 


captures  the  imagination. 

We  made  it  sleek.  We  made  it  low.  We  made  it  so  it 
would  slip  through  the  air  easily  and  handle  responsively. 
We  gave  it  front  wheel  drive.  And  tandem  rear  wheels. 
And  air  suspension.  But  that  wasn't  enough.  We  decided  to 
offer  it  in  a  series  of  special-edition  models.  Each  with  its 
own  special  color.  And  each  with  a  well  thought-out  interior 
d,ecor  that  combines  beauty  with  easy,  pleasant  living. 


Quality  supported  by  a  nationwide  dealer  network.  One 
stop.  For  everything. 

One  more  thing  we  have  to  offer.  A  handsome  4-color 
catalog  that  goes  into  a  lot  more  detail.  We'll  be  happy  to 
send  one  to  you.  Just  write  GMC  MotorHome  Headquarters- 
Drawer  9600- Dept.  602,  Lansing,  Michigan  48909. 

THE  MOTOR  HOME  FROM  GENERAL  MOTORS  |C3MC 
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State  Of  The  Economy 


A  Different  Set  Of  Rules 


The  standard  economic  forecast  now  has  a  killjoy  tone: 
Business  will  continue  picking  up,  but  as  a  result  infla- 
tion will  start  accelerating  toward  the  end  of  the  year, 
getting  even  worse  next  year;  the  decline  in  interest  rates, 
which  started  last  October,  will  soon  end  and  short-term 
yields  in  particular  should  start  moving  up  again. 

We  agree  with  the  first  part  of  the  statement  about  a 
strong  economy.  We  disagree  with  the  second  part— that 
prices  and  interest  rates  will  start  climbing  again  other 
than  for  brief  periods. 

The  basic  money  market  yield  is  the  price  for  overnight 
federal  funds  that  banks  lend  to  each  other.  The  rate  has 
been  hanging  around  4%%  since  January,  well  down  from 
the  6J2%  rate  of  early  October. 

The  consensus  view  is  that  this  rate  will  move  up  as  the 
Fed  starts  to  restrain  further  credit  growth.  If  this  assump- 
tion is  right,  we  could  be  back  to  tight  and  dear  money 
before  the  snows  fall.  If  so,  we  had  all  better  enjoy  the 
spring  and  summer,  because  autvunn  will  bring  bad  news 
for  borrowers— and  probably  for  the  stock  market. 

With  due  respect  to  the  economists,  they  are  like  gen- 
erals, always  fighting  the  last  war.  But  there  is  no  neces- 
sary reason  for  this  to  happen  this  time.  Glance  at  the 
chart  at  the  bottom  of  this  page.  It  shows  an  economy 
that  has  been  improving  so  fast  that  most  of  the  fore- 
casts—not ours— have  had  to  be  repeatedly  scaled  upwards. 
At  the  same  time,  short-term  and  long-term  interest  rates 
have  been  falling.  This  isn't  what  is  supposed  to  be  hap- 
pening. But  there  is  a  logical  explanation  for  it:  There 
was  a  large  inflationary  element  in  the  interest  rates  of 
recent  years;  some  of  this  is  coming  out.  Hence  the  ap- 
parent paradox  of  a  rising  economy  and  falling  interest 
rates. 

Because  of  declining  expectations  of*inflation,  it  is  quite 
possible  that  interest  rates  will  stay  down  in  spite  of  a 
steadily  improving  economy.  Remember,  we  had  high  pros- 


perity in  the  Fifties  with  an  interest  rate  of  4%.  We're  not 
predicting  4%  again,  but  there  is  no  reason  we  have  to  go 
back  to  10%  or  12%.  Markets  are  dynamic.  It  is  only  think- 
ing about  them  that  is  static. 

Our  predictions  of  lower  interest  rates  depend,  of  course, 
on  a  continued  decline  in  the  rate  of  inflation.  Inflation  has 
already  come  down  from  13%  at  the  end  of  1974  to  7% 
in  1975  and  is  on  its  way  to  5)2%;  a  decline  even  of  a 
further  half  point  in  1977  would  be  in  the  right  direction. 

If  this  is  correct,  Arthur  Bums  should  be  able  to  man- 
age monetary  policy  with  only  fractional  changes  in  in- 
terest rates  over  the  next  few  months.  The  stop-and-go 
policies  of  recent  years  will  be  avoided  this  time  because 
the  Fed,  too,  leams  from  experience. 

Unless  inflationary  expectations  heat  up  again,  there  is 
every  reason  why  interest  rates  should  stay  down.  Con- 
sumers are  saving  at  a  record  rate  even  though  spending 
at  a  record  rate;  they  are  no  longer  frightened  to  death 
by  inflation,  but  neither  are  they  living  as  if  there  were 
no  tomorrow.  The  cash  is  starting  to  pile  up  in  banks' 
vaults.  Life  insurance  companies,  too,  are  loaded  with 
money;  policyholders  have  stopped  borrowing  against  their 
policies  and  started  to  repay.  Corporate  liquidity  (Forbes, 
Apr.  15)  has  improved  greatly. 

Yes,  your  Economics  I  teacher  was  correct  when  he 
taught  you  that  improved  business  usually  means  higher 
interest  rates.  But  there  are  exceptions  and  we  are  prob- 
ably seeing  one  now. 

This  is  good  news,  because  stepped-up  inflation  and 
higher  inflation  interest  rates  would  inevitably  breed  a 
recession.  But  as  Robert  P.  Mayo,  president  of  the  Fed- 
eral Reserve  Bank  of  Chicago,  puts  it:  "Economists  have 
shifted  their  expected  slowdown  forward  to  mid-1977 
or  even  into  1978.  I  suspect  that  as  the  year  progresses 
the  pessimists  will  be  pushing  their  forecasts  of  a  slow- 
down further  and  further  ahead  in  time."  ■ 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Selected  Municipals 
Are  A  Buy 

By  Ben  Weberman 


I  hree  times  in  the  past  ten  years 
efforts  have  been  made  in  Congress 
to  provide  a  federal  subsidy  to  en- 
able state  and  local  governments  to 
sell  bonds— if  they  choose— paying  tax- 
able interest.  The  subsidy  would  com- 
pensate the  localities  for  the  higher 
interest  rate  they  would  have  to  pay 
for  selUng  bonds  whose  interest  is  not 
free  from  federal  income  taxes.  The 
general  idea  is  that  this  higher  inter- 
est would  broaden  the  market  for  mu- 
nicipal bonds  among  pension  funds 
and  life  insurance  companies,  which 
pay  little  or  no  tax,  and  with  lower- 
income  investors  who  don't  worry 
about  taxes.  The  Treasury  would  re- 
capture the  subsidy,  or  most  of  it, 
from  income  taxes  paid  on  the  inter- 
est. The  taxable  financing  would  not 
be  obligatory;  the  local  government 
would  have  an  option  of  financing 
either  way,  depending  on  which 
would  cost  less  at  the  time. 

The  70%  Rule 

Right  now  the  proposal  is  academic 
because  credit  is  plentiful  and  inter- 
est rates  are  falling,  so  the  latest  pro- 
posal is  apt  to  die  as  did  its  two  re- 
cent predecessors.  I  mention  it  be- 
cause the  concept  contains  an  excel- 
lent guideline  for  investors.  The  sug- 
gested federal  subsidy  is  usually  in 
the  range  of  33%  to  35%-the  historic 
diflFerence  between  taxable  and  tax- 
free  yields.  This  relationship  is  a  good 
one  for  investors  to  follow. 

When  the  tax-free  return  on  a  mu- 
nicipal is  less  than  70%  of  the  return 
of  a  similar  quality  taxable  debt  is- 


sue, forget  it;  buy  the  taxable  security 
instead.  When  the  tax-exempt  return 
is  within  30%  of  the  yield  on  a  tax- 
able bond,  the  tax-exempt  is  prob- 
ably the  better  choice. 

As  this  column  is  written,  the  re- 
turn on  a  new  offering  of  Aaa-rated 
Washington  Public  Power  System  nu- 
clear project  bonds  due  in  34  years 
has  been  set  at  a  tax-free  6.53%.  Al- 
most simultaneously,  a  very  high  qual- 
ity Southern  Bell  Telephone  27-year 
debenture  is  being  offered  at  8.29^. 
Thus  the  tax-free  yield  is  within  21% 
of  the  taxable  yield.  At  that  rate,  the 
tax-free  remains  relatively  attractive. 

Since  February  I  have  predicted  in 
this  column  that  the  returns  on  long- 
term  bonds  will  end  the  year  consid- 
erably lower  (and  bond  prices  con- 
siderably higher)  than  they  are  to- 
day. There  may  be  a  slight  upward 
bulge  of  long-term  rates  in  the  third 
quarter,  but  by  early  autumn  long- 
term  yields  will  be  on  the  downslope 
again.  Assuming  I  am  right,  tax-ex- 
empt bonds  are  attractive  today— both 
because  interest  rates  are  going  down 
and  because  tax-exempt  yields  are 
attractive  relative  to  other  bonds. 

Pick  And  Choose 

But  hold  a  minute.  What  I  say 
doesn't  apply  to  every  tax-exempt  is- 
sue. New  York  State  made  it  past  the 
crucial  Apr.  15  deadline  by  raising 
$4  billion— but  it  was  a  close  shave 
and  there  are  some  more  cliffhangers 
ahead  for  the  state,  to  say  nothing  of 
New  York  City  and  other  large  ur- 
ban centers. 

In  the  municipal  field  I  would  sug- 
gest sticking  with  revenue  bonds  rath- 
er than  general  obligations  at  this 
time.  "Full  faith  and"  credit"  doesn't 
have  the  same  reassuring  ring  it  once 
had;  the  earmarked  revenues  from 
specific  public  sewer  or  water  or  elec- 
trical systems  look  much  more  de- 
pendable right  now. 

Again,  there  are  revenue  bonds  and 
revenue  bonds.  Some  of  them  have 
been  known  to  default  on  interest,  so 
look  carefully  at  what  you  are  buying. 


Look  for  such  things  as  a  comprehen- 
sive prospectus  disclosing  the  use  of 
the  proceeds  and  a  documented  pro- 
jection of  revenues.  A  tight  restric- 
tion on  sale  of  additional  bonds  and 
secure  claims  on  revenues  are  desired 
features. 

Top  Quality  vs.  Medium 

At  the  high-quality  end,  the  State 
of  Ohio  has  sold  $45  million  of  Aa- 
rated  mental  health  facilities  bonds 
due  in  annual  installments  from  1977 
through  2001.  The  highest  annual 
debt  service  of  these  and  $118  mil- 
lion of  previously  issued  bonds  is  $14 
million,  and  revenues  from  treatment 
now  are  at  least  double  that  sum.  A 
reserve  fund  must  be  maintained  that 
is  at  least  equal  to  the  highest  an- 
nual debt  service  charge. 

For  these  Aa-quality  bonds,  an  in- 
vestor can  receive  3.5%  when  buying 
the  one-year  1977  maturity,  or  6.75% 
when  going  way  out  to  final  maturity 
in  2001.  A  1988  maturity  carries  a  re- 
turn of  5.75%. 

A  typical  medium  quality  issue  is 
the  $4.7-million  Appleton,  Wis.  sew- 
erage system  mortgage  revenue  bond 
sold  Apr.  15.  The  city  has  agreed  to 
keep  sewer  charges  high  enough  to 
cover  debt  service.  And  the  bondhold- 
ers do  have  a  firm  mortgage  lien  on 
the  sewer  under  state  statutes.  For 
investor  protection,  additional  bonds 
cannot  be  issued  unless  debt  service, 
including  the  new  bonds,  is  earned  at 
least  1.25  times. 

Revenues  should  be  $1.35  million 
in  1977  and  $1.6  million  in  1980. 
Even  after  expected  sale  of  $4.5-mil- 
lion  in  additional  bonds  in  1977  or 
1978,  the  maximum  debt  service  re- 
quirement would  be  only  $980,500  in 
1981,  so  the  coverage  is  pretty  good. 

The  Ohio  issue  is  top  grade  and 
yields  5.8%  in  1988.  The  Wisconsin 
issue  is  not  as  strong  in  quality,  but 
the  yield  is  4.75%  for  three  years. 

As  an  investor  you  must  decide 
how  much  risk  you  will  take  to  get 
better  return.  Don't  forget,  nothing 
for  nothing  is  my  motto.  ■ 
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INVESTMENT  BONUS  PACKAGE  FEATURES  BUY  -  SELL  ■  HOLD  ON  185  VITAL  STOCKS 

Put  Babsorfs  on  your 
Investment  Team  for  the  next 
Two  Months  for  only  $5. 


Here  is  a  great  opportunity  to  check  your  own  investment 
strategy  with  Babson's  —  one  of  the  Country's  oldest  and 
largest  independent  investment  advisory  organizations. 
Every  Monday  morning  for  two  full  months  you  will  get  pro- 
fessional investment  advice  on  the  market  —  buy,  hold  and 
sell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
All  for  only  $5.00  —  half  the  regular  fee. 

YOU  WILL  ALSO  GET  THESE  BONUSES 

BUY  -  SELL  -  HOLD  ADVICE  ON: 
■   33  LOW-PRICED  STOCKS 


AM.  STERILIZER 
AVCO 

BRUNSWICK 
CARRIER 
CHAMP.  SP.  PL. 
CLARK  OIL 
DELMARVA  P&  L 
FEDDERS 
FOREMOST-MC. 
GEN.  CIGAR 
G.  P.  CEMENT 


GREYHOUND 
HOUDAILLE 
INSILCO 
LIBBY,  MCN. 
LUDLOW 
MONROE  A.E. 
NARCO  SC. 
POTOMAC  EL. 
QUESTOR 
RAMADA  INNS 
RTE  CORP. 


SANDERS  ASSOC. 

SCM 

SCOVILL 

SEARLE 

SKIL 

SUN  CHEM. 

THIOKOL 

20TH  CENT-FOX 

UNIROYAL 

WANG  LABS. 

WEATHERHEAD 


BUY  -  SELL  ■  HOLD  ADVICE  ON 
100  MAJOR  STOCKS 


GM 

EXXON 

AT4T 

FORD 

CHRYSLER 

GE 

TEXACO 

MOBIL  OIL 

IBM 

IT&T 

GULF  OIL 

STD.  OIL  CA. 

U.S.  STEEL 

WESTINGHOUSE 

STD.  OIL  INO. 

DUPONT     . 

GEN.  TEL. 

CONT.  CAN 

SINGER 

R.  PURINA 

HONEYWELL 

ARMCO  STEEL 

R.  J.  REYNOLDS 

INT.  PAPER 

WEYERHAEUSER 

SUN  OIL 

BENDIX 

GEORGIA  PAC. 

CHAMPION  INT. 

COLGATE-PALM. 

AMERICAN  CAN 

TRW 

ALCOA 

DEERE 


SHELL  OIL 

GOODYEAR 

RCA 

CONT.  OIL 

INT.  HARVESTER 

LTV 

BETH.  STEEL 

KODAK 

AT.  RICHFIELD 

ESMARK 

U.  CARBIDE 

TENNECO 

P&G 

KRAFTCO 

GREYHOUND 

BOEING 

CATERPILLAR 

COCA-COLA 

NAT.  STEEL 

BURL.  IND. 

UNIROYAL 

REP.  STEEL 

UNITED  BRANDS 

ASHLAND  OIL 

CITIES  SERVICE 

GULF  &  WESTERN 

AMERADA  HESS 

CPC  INT. 

AM.  BRANDS 

TEXTRON 

OWENS-ILL. 

INLAND  STEEL 

NCR 

AM.  HOME  PROD. 


ROCKWELL 

OCCIDENTAL  PET. 

FIRESTONE 

DOW 

McDONNELL-DOUG. 

PHILLIPS  PET. 

XEROX 

W.  R.  GRACE 

BEATRICE  FOODS 

LOCKHEED 

MONSANTO 

GEN.  FOODS 

LITTON 

BORDEN 

U.  OIL  CAL. 

3M 

SEARS 

AMC 

GOODRICH 

FMC 

SIGNAL  CO. 

PHILIP  MORRIS 

PEPSICO 

WARNER-LAMBERT 

ALLIED  CHEM. 

GEN.  DYNAMICS 

WHIRLPOOL 

U.S.  IND. 

JOHNSON  &  JOHN. 

CELANESE 

FED.  DEPT.  ST. 

RAPID  AM. 

UAL 

PENN.  CENTRAL 


■  30  DEPRESSED  STOCKS 

We  believe  some  of  the  best  opportunities  today  may  be 
among  these  depressed  issues.  All  are  well  known  stocks 
down  substantially  from  their  highs  of  the  last  5  years. 


ADDRESS-MULTI. 
AM.  AIRLINES 
AVON  PROD . 
BELL  &  HOWELL 
BOISE  CASCADE 
CHASE  MAN. 
CHRYSLER 
DR.  PEPPER 
GILLETTE 
HELLER  (W.E.) 


HOUGHTON  MIFF 
HOUSTON  L.&  P. 
HOWARD  JOHNSON 
JOHNS-MANVILLE 
LIGGETT  &  MYERS 
McDONNELL-DOUG. 
PENNEY 
POLAROID 
RIVIANA  FOODS 
SEARS 


SIMPLICITY  PAT. 
SOUTHERN  CO. 
SUN  OIL 
TEXAS  OIL  &  G. 
TRAVELERS 
UPJOHN 

WESTERN  UNION 
WESTINGHOUSE 
XEROX 
ZENITH 


We  don't  rate  all  as  buys  by  any  means.  But  we  believe 
several  can  be  bought  now  for  their  recovery  prospects.  As 
a  Bonus  with  your  trial  subscription  you  will  receive  Buy  — 
Sell  —  Hold  advice  on  all  these  Depressed  Stocks. 

■  BABSON'S  CURRENT  ADVICE 


ON  25  UTILITIES 


AM.  EL.  PWR. 
ARIZ.  P.  SERV. 
ATL.  CITY  EL. 
CAROLINA  E.  &  L. 
CENT.  LA.  EL. 
CENT.  &  SW . 
CITIZENS  U. 
COLO.  &  SO.  O. 


DUQUESNE  LT. 
FLA.  POWER 
FLA.  PWR.  &  LT. 
GEN.  PUBLIC  U. 
HOUSTON  L.  &  P. 
IDAHO  POWER 
INDIANAP.  P.  &  L. 
KY.  UTILITIES 
LONG  ISL.  LTG. 


N.E.  GAS  &  EL. 
NIAGARA  MOHAWK 
NO.  STATES  PWR. 
OHIO  ED. 
ORANGE  &  ROCK 
PHILA.  ELEC. 
SOUTHERN  CO. 
TEXAS  UTIL. 


Whether  you  are  an  experienced  investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased,  investment  advice. 

You  will  get  straight-forward,  carefully  considered  invest- 
ment advice,  unhedged,  unbiased,  sometimes  unpopular  — 
but  always  with  the  facts  as  we  know  them.  Our  judgments 
and  opinions,  the  very  best  we  are  capable  of,  will  be  yours 
as  a  trial  subscriber. 

GUARANTEE  —  We  sincerely  believe  you  will  be  pleased 
with  your  trial  subscription.  However,  if  it  any  time  you  are 
not  entirely  satisfied,  we  will,  at  your  request,  send  you  a 
full  refund  by  return  mail  —  fair  enough? 
Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  Ist-class  mail. 

■^igglH  babson's  reports  inc- 

Wellesley  Hills,  Mass.  02181 

FOUNDED  IN  1904  BY  ROGER  W    BABSON 

Please  send  my  2-month  trial  PLUS  BONUSES.    $5  enclosed 
Name  _^ 


Street  &  No. 

City State 

Subscription  will  not  be  assigned. 


Zip 


Dept.  FB-2 
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Beneficiaries  Of  Conraii^s 
$2  Billion 

< 
By  Lucien  O.  Hooper 


n  Apr.  1  what  may  be  described 
as  a  government-financed  private  cor- 
poration, Conrail  Corp.,  took  over 
most  of  the  railroad  properties  of  the 
bankrupt  eastern  Hnes:  the  Penn  Cen- 
tral, Erie  Lackawanna,  Reading,  Le- 
high Valley,  Central  Railroad  of  New 
Jersey  and  the  Lehigh  &  Hudson 
River.  Conrail  now  owns  and  operates 
some  17,000  miles  of  track.  The  area 
serves  100  million  persons  and  con- 
tains about  55%  of  the  manufacturing 
capacity  of  the  U.S.  There  are  not  as 
yet  any  shares  available  to  private 
investors. 

The  physical  condition  of  most  of 
the  track  and  equipment  is  very  poor 
and  is  to  be  rehabilitated  with  $2.1 
billion  of  government-contributed  cap- 
ital and  by  retained  earnings  and  cash 
flow.  To  give  some  idea  of  what  will 
be  needed  to  put  these  properties  into 
reasonable  operating  condition,  it  has 
been  estimated  that  more  than  700 
miles  of  track  will  have  to  be  repaired 
or  replaced  each  year  for  the  next  ten 
years. 

Prosperity  Ahead 

There  are  many  companies  that 
should  benefit  from  this  business  over 
a  fairly  long  period  of  time.  One  is 
Portec  Inc.  (30).  Its  main  business  is 
the  manufacture  of  railroad  accesso- 
ries. The  company  is  relatively  small, 
with  sales  of  $107.6  million  and  earn- 
ings of  $3.69  a  share  last  year.  The 
current  annual  dividend  rate  is  $1. 
With   the  enormous   requirements   of 

Mr.    Hooper   is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


Conrail  it  is  logical  to  expect  this  com- 
pany and  others  in  the  field  to  be- 
come more  prosperous  than  ever. 

Another  company  in  the  railroad 
accessory  field  is  Pittsburgh  Forgings 
(20).  Pettibone  Corp.  (26  over-the- 
counter)  has  traditionally  been  an  im- 
portant factor  in  track  accessories,  al- 
though it  has  moved  out  into  basic 
mining  machinery  and  road-building 
equipment  in  late  years.  IC  Indus- 
tries' ( 19 )  Abex  division  has  as  its 
nucleus  the  old  American  Brake  Shoe 
Co.;  Abex  should  be  a  major  bene- 
ficiary of  railroad  rehabilitation.  The 
large  freight-car  manufacturers,  such 
as  Pullman  (33)  and  ACF  Industries 
(49)  should  receive  new  business 
from  Conrail.  Amsted  Industries  (37) 
is  an  important  factor  in  freight-car 
components  such  as  wheels  and 
frames.  This  company  is  outstanding 
because  of  its  fine  record. 

In  the  past  a  great  deal  of  money 
has  been  made  in  the  reorganization 
of  bankrupt  railroads  in  spite  of  the 
fact  that  the  railroad  reorganization 
has  always  been  a  treasure  trove  for 
lawyers.  Eventually  Conrail  must  set- 
tle with  the  bankrupt  estates  for  the 
acquired  railroad  facilities.  This  liti- 
gation seems  destined  to  take  a  long 
time  and  probably  will  not  be  as  prof- 
itable to  bondholders  as  rail  reor- 
ganizations of  the  past  have  been.  Only 
the  experts  are  in  a  position  to  deal 
with  the  speculative  possibilities.  In 
some  cases,  of  course,  nonrailroad  as- 
sets, especially  land,  may  provide  in- 
denture protection  to  bondholders. 

Perhaps  it  is  academic  now  to  think 
about  the  long-term  implications  of 
possible  nationalization  of  all  Ameri- 
can railroads.  If  nationalization  is  to 
be  avoided,  it  is  important  that  Con- 
rail be  successful  in-  developing  a 
more  efficient  and  profitable  system 
for  almost  half  of  the  railroad  facili- 
ties in  the  U.S. 

just  A  Pause 

It  is  my  solid  opinion  that  the  re- 
cent irregularity  in  the  stock  market 
is    nothing    more    than    a    traditional 


correction  in  a  bull  market  which  is 
destined  to  last  much  longer  and  to  go 
much  f\irther.  The  economy  is  recov- 
ering faster  than  most  of  us  expected 
and  the  earnings  reports  coming  to 
hand  show  profits  much  larger  than 
had  been  anticipated.  This  is  particu- 
larly true  of  the  auto  companies.  I  be- 
lieve I  seriously  underestimated  the 
probable  1976  earnings  of  Ford  Mo- 
tor (59)  and  General  Motors  (69) 
in  my  last  column.  I  think  CM  prob- 
ably will  earn  better  than  $9  this 
year,  Ford  $10  a  share  or  more. 

In  reading  the  very  complete  an- 
nual report  of  Kerr-McGee  (67),  I 
get  the  impression  that  the  company 
is  building  a  potential  for  much  high- 
er earnings  in  the  future  but  that  prof- 
its in  1976  will  probably  not  be  sig- 
nificantly higher  than  profits  in  1975. 
I  like  the  stock  as  an  overall  invest- 
ment in  petroleum,  coal,  uranium,  fer- 
tilizer and  oil  drilling,  but  it  is  a 
long-term  investment  rather  than  a 
hit-and-run  issue. 

Convertible  Preferreds 

U.S.  Gypsum  convertible  preferred 
(26)  pays  $1.80  annually  to  yield 
6.9%  and  is  convertible  into  nine- 
tenths  of  a  share  of  common  that  cur- 
rently sells  at  around  24.  I  think  it  is 
an  outstanding  issue  to  own  for  con- 
servative participation  in  any  recov- 
ery in  residential  building  ....  I  would 
also  like  to  call  attention  to  Lykcs- 
Youngstown  preferred  (44),  which 
pays  $2.50  to  yield  5.6%  and  is  con- 
vertible into  1.94  shares  of  common 
stock  for  each  share  of  preferred.  The 
common  currently  sells  at  around  23 
and  pays  $1.  A  good  recovery  in  earn- 
ings is  in  prospect. 

Some  stocks  which  have  dropped 
enough  in  price  to  make  them  more 
interesting  are  Timken  around  45, 
down  from  a  1976  high  of  53%;  Hon- 
eywell 46  from  56)^;  U.S.  Steel  79 
from  89;  International  Paper  72  from 
795ii;  Kimberly-Clark  39  from  47«; 
Fluor  31  from  39;  Hughes  Tool  42 
from  52Ji;  and  Union  Carbide  around 
70  from  765ii.  ■ 
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Is  this  man  wakii^  up 
to  a  tender  offer? 


It  could  be  the  shock  of  his  busi- 
jess  life.  His  job  will  be  at  stake.  His 
tockholders  bewildered. 

The  "tender"  offer  is  anything  but 
ender.  A  bold  advertisement  in  the  busi- 
ness pages  of  hi§  daily  newspaper  offer- 
ng  to  buy  a  controlling  interest  in  his 
ompany  at  a  price  above  the  market,  but 
ess  than  the  value  of  the  shares. 

When  he  gets  to  his  office  he'll  get 
iZ/  of  the  bad  news.  Schedule  13  D- 
vhich  has  been  filed  with  the  Securities 
ind  Exchange  Commission  and  states 
he  intentions  of  the  raider. 

"Ruthlessness  by  the  Rules" 
s  how  Forbes  Magazine  headlined  a  re- 


cent cover  story  on  the  tender  offer. 

It  details  some  of  the  more  impor- 
tant of  the  58  tender  offers  for  publicly 
held  companies  last  year. 

But  top  management  expects  a  lot 
more  from  Forbes  on  the  expected  in- 
crease in  takeovers  in  1976.  And  gets  it. 
Colorfully.  Comprehensively.  Clearly. 

From  a  review  of  the  vicious  tac- 
tics used,  lb  the  legal  eagles  who  spe- 
cialize in  them. 

From  the  risks  to  public  relations 
firms  and  to  shareholders— the  not-so- 
powerless  pawns,  lb  the  arbitrageurs  and 
their  role. 

It's  powerful  editorial  like  this 


takeover  story  that  explains  why  Forbes 
is  taking  off. 

Why  Forbes  last  year  went  ahead 
of  Fortune  in  advertising  pages. 

Why  Forbes  is  the  only  leading 
business  or  news  magazine  that  was  up 
in  advertising  pages  in  1975  (Forbes  -1-32, 
Fortune  -247,  Business  Week  -294,  U.S. 
News  -393,  Newsweek  -580,  Time 
-709). 

And  why  more  of  America's  top 
corporate  executives  read  Forbes  regu- 
larly than  any  other  major  business  or 
news  magazine. 

FORBES:  CAPITALIST  TOOL 


Money  And  Investments 


Stock  Comments 


I 


n  my  last  column  before  my  reg- 
ular activities  suflFered  a  somewhat 
involuntary  interruption  (with  a  rela- 
tively brief  hospital  stay ) ,  I  discussed 
"The  Mystique  of  1000"— the  prob- 
lems the  stock  market  invariably 
seems  to  encounter  whenever  the 
Dow  comes  close  to  the  1000  mark. 
This  year  has  been  no  exception.  The 
mystique  is  still  at  work. 

The  Dow  first  touched  1000  a  cou- 
ple of  times  in  February,  but  backed 
away.  After  several  rather  unconvinc- 
ing rallies,  it  managed  to  climb  all  the 
way  up  to  1009.21.  The  widely  ex- 
pected breakthrough  to  a  new  all- 
time  peak  never  came.  The  disap- 
pointment over  this  failure  was  com- 
pounded when  one  of  Wall  Street's 
favorite  gurus  predicted  a  100-point 
drop  in  the  Dow.  Some  technical  ana- 
lysts also  turned  cautious,  if  not  out- 
right bearish.  As  a  result  the  ranks  of 
the  bulls  have  thinned  considerably. 
This  is  good.  There  had  been  too 
much  unanimity  before. 

Necessary  Corrections 

It  is  a  common  but  mistaken  belief 
that  in  a  bull  market  stock  prices 
have  to  go  up  all  the  time  more  or 
less  continually.  If  this  were  the  case, 
bull  markets  couldn't  last  as  long  as 
they  usually  do.  One  should  substitute 
the  term  major  trend.  Then  there  is 
less  risk  of  this  misconception,  be- 
cause it  implies  that  major  trends  are 
interrupted  occasionally  by  inter- 
mediate trends,  moving  in  the  op- 
posite direction,  not  to  mention  the  far 
more  frequent  minor  trends.  Inter- 
mediate trends  can  be  quite  discon- 
certing. They  make  you  wonder 
whether  they  are  not  signaling  a 
trend  reversal.  This  goes  for  bull  mar- 
kets (with  their  "corrections")  as  well 
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as  for  bear  markets  ("rallies") . 

For  example,  last  summer's  correc- 
tion of  the  preceding  steep  and  un- 
usually long  advance  was  severe 
enough  to  raise  doubts  as  to  the  valid- 
ity of  the  major  uptrend.  It  caused 
a  sudden  proliferation  of  new  proph- 
ets of  gloom  and  doom,  some  of 
whom  I  quoted  in  this  column.  And 
now,  if  Mr.  Gould's  forecast  of  an  im- 
minent decline  should  come  true, 
which  is  quite  possible,  investors  once 
again  will  wonder  whether  the  up- 
trend is  still  intact. 


Keep  The  Faith 

The  present  rising  market  is  about 
1/2  years  old,  give  or  take  a  month, 
depending  on  whether  one  uses  Oc- 
tober or  December  1974  as  the  start- 
ing point.  Although  there  are  no  hard 
and  fast  rules  as  to  the  life  expectancy 
of  a  bull  market,  it  is  "usually"  con- 
siderably longer  than  just  18  months. 
Considering  that  a  major  uptrend  in 
the  market  can  last  as  long  as  two  or 
three  years,  is  it  conceivable  to  see 
stock  prices  rise  steadily  without  in- 
terruptions throughout  this  length  of 
time?  Of  course  not. 

It  requires  exceptional  skill  and  a 
great  deal  of  luck  to  "play"  the  mar- 
ket for  these  corrections,  even  if  they 
cover  a  range  of  100  points  in  the 
Dow.  You'd  have  to  sell  at  the  top 
and  buy  back  near  the  bottom  to 
make  a  worthwhile  profit.  Commis- 
sion rates  are  so  high  as  to  discourage 
trading.  A  further  point  to  consider  is 
that  a  "precautionary"  sale  interrupts 
the  holding  period  for  long-term  capi- 
tal gains.  While  a  trading  profit  of  a 
few  points  is  nice,  adverse  tax  con- 
sequences may  easily  ofl^set  it.  When 
an  intermediate  downtrend  seems  to 
be  in  the  making,  as  may  be  the  case 
right  now,  the  investor  must  ask  him- 
self whether  the  major  trend  is  in 
serious  jeopardy.  If  he  concludes  that 
it  is,  he  should  sell.  Otherwise  he 
should  sit  tight  and  merely  postpone 
new  purchases. 

My  own  opinion— whatever  it  may 
be   worth— is   that   we   have   not   yet 


seen  the  ultimate  peak  of  this  bull 
market.  If  there  should  be  a  signifi- 
cant setback  this  spring,  I'd  view  it  as 
a  buying  opportimity  rather  than  a 
cause  for  concern.  Obviously,  only 
time  will  tell  whether  this  appraisal 
is  right  or  wrong. 

Aside  from  the  fact  that  the  bull 
market  is  still  comparatively  young, 
our  economic  recovery  is  barely  a 
year  old.  Fortunately  it  is  progressing 
at  a  leisurely  pace  rather  than  bar- 
reling ahead  at  full  speed.  Some  seg- 
ments of  our  economy  are  only  be- 
ginning to  emerge  from  hibernation. 
The  upturn  in  Western  Europe  and 
Japan  is  well  behind  our  own.  While 
the  stock  market  "usually"  tops  out 
(and  bottoms  out)  some  six  months 
or  so  before  the  business  indices  do, 
it  seems  to  me  that  a  market  peak 
of  last  March  would  be  far  too  long 
a  lead  time. 

Unrealistic 

There  is  a  superficial  similarity  with 
1973-74,  years  in  which  the  stock 
market  declined  while  corporate  prof- 
its soared,  just  as  they  are  likely  to  do 
this  year.  But  this  earber  period  was 
an  end  of  a  boom  which  was  ac- 
companied by  serious  shortages  of  fa- 
cilities, of  certain  raw  materials  and 
of  manpower.  Such  conditions  cer- 
tainly do  not  prevail  today. 

No  one  claims  that  stocks  are  as 
"cheap"  as  they  were  a  few  months 
ago.  But  are  they  excessively  high? 
The  Dow  at  present  is  selling  at  less 
than  10  times  estimated  1976  earn- 
ings. In  1975  the  Dow  averaged  757 
and  earnings  turned  out  to  be  $75.66. 
You  can't  get  much  closer  to  a  multi- 
ple of  10.  Ben  Graham,  the  dean  of 
Wall  Street  gurus,  was  recently 
quoted  in  New  York  magazine  as  say- 
ing that  "with  solid  bonds  yielding 
up  to  9%  the  DJ  industrials  are  not 
worth  more  than  8  times  their  last 
12-month  earnings."  This  would  be 
605(1)  for  the  Dow,  less  than  30 
points  above  the  1974  low.  1  con- 
sider this  figure  utterly  unrealistic  as 
a  near-term  possibility.  ■ 
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Why  Value  Line 

Should  Work  for  You  Too 

As  It  is  Working 

Right  Now 

for  Thousands  of 

Professional  Investors 


Reason  1:  Value  Line  is  easy  to  use.  You 
don't  have  to  be  a  professional. 

Reason  2:  Value  Line's  ranking  system 
can  give  the  small  investor  as  well  as  the 
large  a  consistent  edge,  year  in  and  year  out. 

What  is  Value  Line? 

Value  Line  is  an  independent  stock 
advisory  service.  By  "independent"  is 
meant,  compensated  only  by  those  whom 
Value  Line  serves  regardless  of  the 
commissions  they  generate  or  the  brokers 
they  deal  through.  Hence,  Value  Line  is  not 
offered  "free  of  charge."  In  fact,  it  is 
probably  the  highest  priced  of  all  widely 
published  investment  advisory  services  ($248 
a  year).  Yet  it  has  the  largest  paid 
circulation  on  record  of  any  advisory  service 
in  the  world. 

Why? 

The  primary  reason  for  such  leadership, 
we  believe,  is  that  Value  Line  enables 
investors  to  crank  literally  thousands  of 
hours  of  professional  research  into  their  own 
decision-making  process  in  a  matter  of 
minutes.  If  you  are  going  to  be  a  partner  in 
American  business,  you  owe  it  to  yourself  to 
be  as  well  informed  on  the  range  of 
partnerships  available  to  you  as  others. 

Here's  How  Value  Line 
Worlis  for  You 

Value  Line  analysts  and  statisticians 
translate  the  mass  of  historical  data, 
price/earnings  ratios,  growth  rates  and 
other  relevant  statistical  evidence,  into  two 
easily  read  signals.  These  signals  tell  you, 
first,  how  each  stock  stands  in  relation  to  all 
others  currently  in  terms  of  its  probable 
future  safety:,  and,  second,  in  terms  of  its 
probable  price  performance  in  the  next  12 
months. 

Every  week— for  EACH  of  1600  stocks- 
Value  Line's  Summary  of  Advices  presents 
these  continually  updated  key  evaluations 
and  ratings: 

Estimated  Yield  in  the  next  12  months, 
based  on  dividends  estimated  in  the  year 
ahead  as  a  percentage  of  the  stock's  recent 
price. 

Rank  for  Investment  Safety — from  I 
(Highest)  down  to  5  (Lowest) — based  on 
each  stock's  price  volatility  around  its  own 
long-term  trend. 

Appreciation  Potential  in  the  next  3  to  5 
years — ba.sed  on  each  stock's  estimated  per- 
share  earnings  and  P/E  ratio  in  that  future 
time  span. 

Rank  for  Probable  Market  Performance 
in  the  next  12  months — from  I  (Highest) 


down  to  5  (Lowest)— relative  to  all  1600 
stocks  under  review. 

With  the  foregoing,  you  can  compare 
currently  each  of  the  1600  stocks  against  all 
the  rest  on  the  basis  of  compatible 
measurements  of  value. 

Suppose  You  Have 

the  Following  Investment 

Goals  in  Mind? 

You  want  your  stocks  to  provide: 

•  Yields  of  7%  or  more; 

•  Above-average  safety; 

•  The  possibility  of  doubling  in  the 
next  three  to  five  years; 

•  The  probability  of  average  or 
better-than-average  price 
performance  in  the  next  12 
months. 

For  example,  the  Value  Line  Investment 
Survey  (Jan.  16)  showed  that  of  the  1600 
stocks  under  its  continuing  year-round 
study.  .  . 

316  stocks  then  offered  prospective  year- 
ahead  yields  of  7%  and  up; 

Of  these  316  stocks,  175  also  offered  Ap- 
jireciation  Potential  of  100%  or  more,  based 
on  the  midpoint  of  their  estimated  average 
price  ranges  3  to  5  years  hence; 

Of  these  175  stocks,  50  were  also  ranked  I 
(Highest)  or  2  (Above  Average)  for  Safety; 

Of  these  50  stocks,  28  were  also 
ranked  Average  or  better  (3,  2,  or  1) 
for  Probable  Market  Performance 
in  the  next  12  months  relative 
to  the  other  1600  stocks.  The 
others  were  ranked  4  or  5 
and  were  best  avoided  for 
the  time  being. 

IThe  Value  Line  liv 


You  see,  in  this  example,  how  you  can 
sort  out  from  1600  stocks  the  28  that  qualify 
according  to  your  own  standard  and 
investment  goals.  With  a  minimum 
expenditure  of  your  own  time,  you  have 
incorporated  into  your  own  decision-making 
process  thousands  of  hours  of  professional 
research.  Value  Line's  70  analysts, 
statisticians,  programmers  and  economists, 
its  40  years  of  experience,  and  high-speed 
computers  have  done  the  spadework  for  you. 

Note:  Not  every  stock  will  always  per- 
form in  accordance  with  its  ranks,  but  such  a 
high  percentage  have  in  the  past,  for  reasons 
that  are  logical  and  cannot  be  explained  by 
chance,  that  you  can  reasonably  expect  to 
get  better-than-average  results  year  in  and 
year  out,  by  using  Value  Line's  ranks  to  help 
you  achieve  your  personal  investment  goals. 
And  you  do  so  with  disciplined  control  over 
your  risk. 

Comprehensive  Research 

Each  of  the  1600  stocks  under  review  is 
the  subject  of  a  comprehensive  new  full-page 
Report  every  13  weeks  in  a  regular  rotation. 
You  receive  about  125  new  Reports  each 
week — 1600  every  13  weeks.  Each  such 
stock  Report  gives  you  a  concise  analysis  of 
recent  developments  and  future  prospects,  a 
10-year  month-by-month  price-and-volume 
chart  and  23  series  of  vital  financial  and 
operating  statistics  going  back  10  to  15 
years  and  estimated  3  to  5  years  ahead. 

The  regular  weekly  Value  Line  Survey 
also  includes  the  Selection  <&  Opinion 
section — giving  Value  Line's  forecast  of 
Business  and  the  Stock  Market,  and  the  in- 
vestment strategy  Value  Line  recommends 
currently,  with  a  detailed 
analysis  of  an 
Especially  Recommended 
Stock  plus  a  wealth 
of  investment  back- 
ground including  the 
Value  Line  Stock 
Averages. 
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The  Value  Line  Investment  Survey 


Arnold  Bernhard  &  Co.,  Inc.,  5  East  44th  Street,  New  York,  N.Y.  10017 


n  Begin  my  introductory  (half-price)  12- 
wcek  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two 
years)  and  send  me  the  Investors 
Reference  Service  and  the  booklet 
"Investing  in  Common  Stocks"  as  a 
bonus.  My  check  or  money  order  for  $29  is 
enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

n   I  prefer  one  year  (52  weeks)  of  Value  Line, 

plus    the    bonus.    Investors    Reference 

Service   and    the   booklet,    "Investing   in 

Common  Stocks"  for  $248.  (There  are  no 

restrictions  with  this  offer.) 

n   Payment  enclosed     D  Bill  me  for  S248 

Guarantee:  If  dissatisfied  for  any  reason,  I 

may  return  the  material  within  30  days  for 


416F01 


Signature 


Name  (please  print) 


Address 


Apt.  No. 


City 


State  Zip 

Not  assignable  without  subscriber's  consent. 
Foreign  rates  on  request.  Subscription  fees 
are  fully  lax-deductible.  (NY  residents  add 


Liiiay  rciurn  inc  maicriai  wiinm  ju  uays  lor  are  luiiy  lax-aeauctiDie.  (IN  Y  resiaenis  aaa  _ 

a  full  refund  of  the  fee  I  have  paid.  applicable  sales  tax.)  H 


Money  And  Investments 


The  Street  Walker 


Are  The  International  Oils  Dirt  Cheap? 


On  a  commuter  train  from  Grand 
Central  Station  to  one  of  West- 
chester County's  most  gilded  bedroom 
communities,  one  day  last  month  sat 
three  well-tailored  gentlemen  with 
the  look  about  them  of  those  who  can 
buy  and  sell  in  huge  quantities.  Un- 
beknownst to  them,  the  fourth  facing 
seat  was  occupied  by  Forbes'  Street 
Walker,  who  was  silent,  but  taking 
mental  notes. 

The  conversation  went  something 
like  this: 

"What  stocks  are  you  buying?" 
asked  the  somewhat  swarthy  gentle- 
man, who,  as  it  turned  out,  had 
moved  at  least  temporarily  from  Bei- 
rut to  avoid  the  current  excitement 
there.  To  get  things  going,  he  him- 
self volunteered.  "Gold  stocks  are 
cheap  as  dirt." 

One  of  his  companions  objected: 
"With  the  Russians  and  the  Cubans 
on  the  South  African  border,  there 
are  too  many  risks  for  me  in  gold.  I'll 
tell  you  what  /  think  is  dirt  cheap. 
The  international  oils." 

The  Lebanese  and  his  companion 
nodded.  Unanimity. 

In  the  office  next  day,  our  reporter 
took  out  his  Mansfield  charts.  Sure 
enough.  The  Dow  industrials  were  up 
13%  from  their  mid- 1975  highs,  but 
most  of  the  international  oils  had 
barely  risen  at  all.  Were  the  Three 
Men  from  Scarsdale  onto  something? 
Are  the  international  oils  a  best  buy? 

We  started  by  telephoning  Charles 
Maxwell,  the  famous  oil  analyst  with 
Cyrus  J.  Lawrence.  Maxwell  plunged 
in  with  a  zoological  metaphor.  Said 
he:  "The  international  oils  are  like 
huge  elephants  with  enormous  mo- 
mentum, crashing  indestructibly 
through  the  jungle.  If  you  catch  hold 
now  they  will  carry  you  for  a  ride. 
Their  earnings  will  go  up  15%  this 
year  and  another  15%  next.  Why  so? 
Because  to  play  their  needed  role  in 
the  world,  they  must  be  allowed  rea- 
sonable rates  of  return. 

"Look  at  the  price/earnings  ratios: 
seven  to  eight,  vs.  12  times  for  the 
Dow  industrials  and  super  yields— 7% 
on  average.  There  is  a  lot  of  fear  in 
the  current  price  of  these  stocks." 

Maxwell  looks  for  some  dividend 
increases,  what  with  cash  flow  re- 
maining high  and  with  takeovers  by 
Middle  Eastern  governments  reduc- 
ing many  of  the  companies'  capital 
requirements.  "Even  those  with  big 
current  investments  in  the  North  Slope 


and  North  Sea  are  only  delaying  the 
huge  cash  flows  to  come." 

Maxwell  has  four  favorites  among 
the  internationals.  His  first  choice  is 
Mobil  (around  57)  for  its  superior 
management  both  financially  and  in 
a  public  relations  sense— he  digs  those 
outspoken  advertisements.  Mobil, 
Maxwell  says,  has  the  best  dividend 
record— 15  increases  in  15  years,  with 
plenty  of  room  for  another.  Earnings 
were  $7.95  in  1975.  He  sees  a  very 
big  jump  to  $10  in  1976  and  $11.60 
in  1977.  All  this,  and  good  positions 
on  the  Alaskan  Slope  and  North  Sea. 

Maxwell's  second  choice  is  Stan- 
dard Oil  of  California— whose  chief 
drawback  is  a  relatively  large  expo- 
sure in  Indonesia— and  after  that  Ex- 
xon and  Royal  Dutch.  Exxon  has  a 
higher  P/E  but  a  lower  yield  than 
Mobil.  Royal  Dutch's  drawback  is  a 
growth  rate  slower  than    Mobil's   or 


"Gold?  Too  many  risks. 
Ill  tell  you  what  I 

think  is  dirt  cheap. 
The  international  oils." 


Exxon's. 

At  Shearson  Hayden  Stone,  Leslie 
Pollack,  the  chief  investment  officer 
agreed  with  the  train  riders  that  the 
international  oils  are  "dirt  cheap"  on 
the  numbers.  He  threw  some  figures 
at  us:  "Exxon  should  earn  $13.50  this 
year,  vs.  $11.18  last  year;  Gulf  $4.50, 
vs.  $3.60;  Royal  Dutch  $10.50,  vs. 
$8.77;  Texaco  $3.80,  vs.  $3.06;  Socal 
$5.75  vs.  $4.55."  For  1977  Pollack's 
numbers  are  pitched  considerably 
higher.  He  sees  Exxon  earning  $14  to 
$16,  for  example.  Gulf  $5  to  $5.75. 

Only  one  problem,  says  Pollack: 
"On  a  technical  basis,  they  were  long 
dead.  On  the  charts,  they  had  all 
been  moving  sideways.  However,  the 
recent  upward  movement  of  just  a 
few  points  has  vastly  improved  their 
technical  picture." 

We  did  find  some  skeptics  on  the 
oils.  "We  have  been  underrepresented 
in  both  domestic  and  international 
oils,"  said  Leon  G.  Cooperman,  chair- 
man of  the  investment  f)olicy  com- 
mittee at  Goldman,  Sachs.  Cooper- 
man  worries  about  government  poli- 
cies, including  the  threat  of  breakup 
and  artificial   price   controls.   To   the 


extent  he  likes  oils  now,  the  Gold- 
man, Sachs  man  prefers  domestic  oils 
over  internationals.  "Our  philosophy  is 
to  recommend  those  companies  with 
new  amounts  of  producing  capacity 
coming  on  stream  in  poUtically  secure 
areas.  So  we  like  Marathon  as  it  gets 
its  big  Yates  field  in  Texas  into  pro- 
duction. We  like  Continental  with  its 
coal  and  North  Sea  finds.  We  Hke 
Standard  Oil  of  Ohio  for  the  North 
Sea  and  the  Alaskan  Slope." 

We  talked  to  some  other  analysts 
and  the  general  drift  of  their  views 
was  similar:  On  the  nvunbers  alone, 
the  international  oils  are  fabulous 
buys.  But  government  policy  is  some- 
thing to  worry  about,  and  technically 
the  stocks  aren't  exciting. 

So  take  your  choice:  If  you  are  a 
fundamentalist,  you  buy  the  interna- 
tional oils;  if  you  follow  political 
trends,  you'll  shun  them.  And  if  you're 
a  technician,  you'll  wait  and  see. 

In  the  course  of  all  this,  we  heard 
about  another  way  to  play  the  oils. 
We  were  talking  with  Peter  G.  Treves, 
the  lively  senior  partner  of  Treves  & 
Co.  Treves  wants  to  buy  oil  com- 
panies that  other  companies  want  to 
buy.  (His  mouth  waters  every  time 
he  thinks  about  the  Pan  Ocean  deal, 
p.  44).  Treves  says  it  costs  a  big  oil 
company  $8  to  $12  or  more  to  find 
a  barrel  of  new  oil,  but  they  can  buy 
reserves  through  existing  small  com- 
panies  for   as   little   as   $1   a   barrel. 

Treves  hkes  Petro- Lewis.  This 
American  Stock  Exchange  listed  com- 
pany has  only  1  million  shares  out- 
standing and  the  recent  price  was 
9}*.  Against  this,  it  owns  7.8  million 
barrels  of  oil  and  63  billion  cubic  feet 
of  natural  gas. 

Treves  names  some  other  possible 
takeover  candidates:  Austral  Oil 
(13),  which  last  year  turned  down  a 
tender  offer  less  than  $20  as  too  low; 
Kewanee  Industries  (24);  Forest  Oil 
(16)    and    Hamilton    Brothers    (12). 

Treves  concedes  that  he  sat  with 
Aztec  five  years  before  it  was  bought 
by  Southland  Royalty  Co.  at  $32 
a  share  after  a  lively  bidding  con- 
test. But  he  shrugs:  "I  am  buying 
oil  in  the  ground  at  $1  per  barrel.  I 
can  wait." 

By  the  way,  where  do  you  get  this 
information  about  oil  reserves?  In  the 
John  S.  Herold  Inc.'s  OU  Industry 
Comparative  Appraisals,  an  indepen- 
dent service.  Your  broker  can  get  it 
for  you.  ■ 
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Statistical  Spotlight 


A  Dow  Deflator:  How  High  is  The  stock  Market? 


Before  you  answer:  "Close  to 
1000  on  the  Dow  Industrials,"  study 
this  chart.  It  deflates  the  Dow  indus- 
trial average  by  the  amount  of  the  in- 
crease in  the  consumer  price  index. 
It  shows  that  in  constant  dollars,  the 
DJI  is  well  under  600,  even  after  its 
sharp  1975-76  rally.  So,  even  if  you 
have  broken  even  in  the  market,  you 
haven't  broken  even  as  far  as  your 
real  capital  is  concerned. 

This  deflated  DJI  is  either  com- 
forting or  discomforting,  depending 
on  how  you  look  at  it.  It  can  tell 
you  that  the  stock  market  still  isn't 
high  by  historical  standards.  Or  that 
the  market  is  a  lousy  hedge  against 
inflation.  ■ 
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Cashing  Out /Another  little  guy  gets  out  of  the  market. 


There  it  was  in  the  paper  again: 
odd-lot  purchases,  132,648  shares; 
odd-lot  sales,  357,571  shares.  For  half 
a  year  the  small  investor  has  been 
selling  two  and  often  three  shares 
while  buying  one.  That's  a  lot  of  mon- 
ey leaving  equities  for  everything 
from  savings  bonds  to  oil  swindles— 
as  much  as  $10  million  every  trading 
day,  $2  billion  or  so  in  a  year. 

So  we  called  the  man  who  knows 
the  most  about  the  little  guy  in  the 
market:  Sander  Landfield,  research 
partner  and  position-taker  of  Carlisle 
De  Coppet  &  Co.,  the  last  remaining 
odd-lot  brokers.  His  firm  doesn't  deal 
with  the  public  directly.  Say  you 
want  to  buy  50  shares  of  General 
Motors.  You  tell  your  broker,  and 
youi  broker  goes  to  Carlisle  De  Cop- 
pet,  which  supplies  the  shares  out  of 
inventory  or  buys  100  shares,  sells  50 
and  keeps  the  rest.  These  days,  of 
course,  it  works  mostly  the  other  way. 
What's  up?  we  wondered.  Do  odd- 
lot  sellers  know  something  that  we 
don't?     ^■ 

"Same  old  thing,"  replied  Land- 
field,  a  short,  nattily  attired  man  of 
65  or  so.  "This  time  the  odd-lotters 
are  selling  off  many  of  their  old 
Tier  One  stocks,  the  high  P/E  jobs 
like  Getty  and  Kodak,  and  also  a  fair 
number  of  the  great  old  companies 
-U.S.  Steel,  AT&T,  General  Motors 
and  such.  In  1960  odd-lot  trades  were 
about  22%  of  Big  Board  volume.  Now 
they're  imder  3%.  And  the  market  is 
suffering  as  a  result."  Since  1965,  in 
fact,  odd-lot  sales  have  exceeded  pur- 
chases by  nearly  $10  billion. 


So  what  about  the  old  theory  that 
the  odd-lotters  are  a  terrific  contrary 
indicator?  That  the  little  guy  buys  at 
the  peak  and  sells  into  a  decline?  Does 
this  odd-lot  selling  wave  presage  a 
further  big  market  rise? 

"Don't  underestimate  the  odd-lot- 
ters," retorts  Landfield.  "They're  much 
smarter  these  days.  They  have  to  be. 
Anyone  who  hasn't  succumbed  to  all 
the  marketing  lures  of  the  fimds,  the 
money  market  funds  and  so  forth  is 
a  pretty  savvy  individual. 

"It's  plain  dangerous  to  use  the  odd 
lots  for  prognostication,"  Landfield 
insisted.  "With  2,400  issues  being 
traded,  the  crosscurrents  can  be 
tricky.  But  here's  an  interesting  tech- 
nical detail.  We've  always  indexed  the 
ratio  of  odd-lot  short  sales  to  total 
odd-lot  sales.  Normally,  it's  about  1%. 
But  occasionally  it  gets  over  2%.  That 
happened  in  1947,  1962,  1966,  1970 
and— guess  what— in  1974.  In  every 
instance,  the  market  went  into  a  pe- 
riod of  strength  for  at  least  two  years 
after  that  took  place.  What  that  sug- 
gests is  that  the  current  sluggishness 
is  temporary,  and  that  it  will  be  a 
good  year  for  stocks.  Don't  forget, 
we're  only  talking  about  the  tech- 
nical underpinnings.  The  fundamen- 
tals? I  leave  that  to  the  economists." 

Does  a  sophisticated  odd-lotter 
have  a  decent  chance  now?  we  asked. 

"Sure.  He  has  one  of  the  best  free 
markets  open  to  him,  and  one  of  the 
cheapest.  He  also  has  the  advantage 
of  liquidity.  He  can  move  in  and  out, 
but  the  big  institutions  need  to  worry 
about  market  impact  every  time  they 


take  a  position.  These  days  profes- 
sionals unload  on  professionals. 

"In  fact,  that's  the  problem:  As 
the  market  loses  the  little  guy,  it  loses 
its  liquidity.  There's  a  big  difference 
between  12,000  people  investing  a  few 
billion  and  three  money  managers 
handling  it.  The  increasing  prevelence 
of  the  big  institutions  is  what's  re- 
sponsible for  these  jerky  days  where 
the  Dow  jumps  ten  points  one  way  or 
another.  It's  also  why  the  broad, 
steady  advance  has  given  way  to  the 
sawtooth  run-up  run-down. 

"It's  the  small  investor  that  sup- 
plies the  glue  that  holds  the  market 
together.  Without  him,  the  spreads 
become  wider  and  wider.  Eventually 
we  develop  a  dealers'  market.  I  re- 
member visiting  the  London  Stock 
Exchange  in  1961  and  thinking,  this 
is  what  we're  going  to  be  hke  ff  the 
little  guy  keeps  getting  out:  a  hand- 
ful of  stock  jobbers  with  negotiated 
prices  and  that's  that.  Well,  noth- 
ing lasts  forever." 

We  thanked  Landfield  and  said 
we'd  check  back  with  him  next  year. 
It  would  be  his  50th  anniversary  with 
the  firm. . .  . 

"Not  me,"  said  Landfield.  "It  isn't 
widely  known,  but  the  Stock  Exchange 
is  buying  us  out.  The  specialists  will 
make  the  odd-lot  market  from  now 
on.  You  won't  even  notice  the  dif- 
ference. But  we're  going  out  of  busi- 
ness." His  plans?  Sandy  Landfield  him- 
self isn't  going  out  of  business.  "I'll 
take  a  rest,"  he  says.  "Then  back  to 
work  for  someone  else.  I  can't  stop, 
because  I  love  it."  ■ 
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The  Newv  Leaders^ 
German  Industrials 


By  Walter  Oechsle 


ne  doesn't  have  to  travel  around 
the  world— as  I've  just  done  in  a  few 
weeks— to  note  that  the  general  mood 
abroad  is  not  nearly  as  optimistic  as 
in  the  U.S.  One  gets  the  same  mes- 
sage by  looking  at  the  performance 
of  the  world's  major  stock  markets 
during  the  first  3/2  months  of  this 
year.  Most  foreign  markets  have  just 
about  given  up  the  few  percentage 
points  that  they  had  gained  in  the 
first  two  weeks  of  January.  Are  the 
foreign  markets  telling  us  something 
that  the  U.S.  market  has  been  over- 
looking? Is  the  U.S.  market  giving 
clues  as  to  what  will  happen  to  for- 
eign markets,  or  do  economic  pros- 
pects in  the  various  countries  differ 
sufficiently  to  justify  these  divergent 
stock  market  trends? 

Not  So 

A  strong  case  could  be  made  for 
any  of  these  alternatives.  To  take  the 
last  first:  Political  developments  in  Af- 
rica and  southern  Europe  might  have 
a  severe  impact  on  the  European 
economies.  Also,  the  unraveling  of  the 
Lockheed  scandal  could  conceivably 
have  grave  political  implications  in 
Japan.  Moreover,  the  dramatic  cur- 
rency movements  of  the  past  few 
months  could  prove  to  be  much  more 
disturbing  to  the  heavily  foreign- 
trade-oriented  European  and  Jap- 
anese economies  than  to  the  U.S.  All 
of  this  would  imply  that  the  markets 
are  gauging  developments  properly 
and  that  the  trends  evidenced  so  far 
this  year— that  is,  superior  perfor- 
mance by  the  U.S.  market— are  likely 
to  continue  for  some  time. 

Despite  the  impeccable  logic  of  this 
view,  I  do  not  subscribe  to  it.  I  be- 
lieve that  the  U.S.  market  has  indeed 
set  the  tone  for  other  markets,   and 
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that  it  is  only  a  question  of  time  be- 
fore most  foreign  markets  resume  a 
much  more  bullish  trend.  In  fact,  I'd 
like  to  argue  again  that  the  upside 
potential  in  certain  foreign  markets  is 
greater  than  in  the  U.S.,  and  my 
thinking  is  as  follows. 

Worldwide,  there  is  one  big  pleas- 
ant surprise  left  in  the  current  busi- 
ness cycle:  Inflation  will  continue  to 
abate,  even  as  most  economies  grow 
somewhat  more  rapidly  than  had 
been  anticipated.  This  pleasant  sur- 
prise ought  to  be  worth  anywhere 
from  a  10%  to  20%  rise  in  most  major 
stock  markets. 

In  addition  to  this,  a  number  of 
foreign  markets  ought  to  benefit  from 
other  favorable  developments  that 
should  include: 

•  Italy,  Great  Britain  and  France 
will  muddle  through,  and  both  NATO 
and  the  Common  Market  will  survive. 

•  Africa  will  not  erupt  into  a  ma- 
jor international  crisis. 

•  Currency  unrest  will  subside. 

•  Political  developments  in  Japan 
will  return  to  normal. 

If  these  admittedly  optimistic  as- 
sumptions prove  to  be  correct,  then 
these  unexpected  favorable  develop- 
ments should  be  worth  an  additional 
10%  to  20%  on  the  upside  for  a  num- 
ber of  foreign  stock  markets. 

Superior  Quality 

There  can  no  longer  be  much  doubt 
that  the  leadership  in  the  current  bull 
market  is  in  basic  industrial  and  cycli- 
cal companies.  Earnings  growth  will 
still  be  the  key  determinant  of  stock 
market  performance,  but  earnings 
growth  this  time  around  will  be  in 
the  manufacturing  industries,  where 
costs  associated  with  I'evenue  growth 
are  minimal.  OI)viously  many  com- 
panies in  many  countries  qualify  on 
this  count.  But  there  is  one  stock  mar- 
ket that  stands  out  in  offering  a  great 
variety  of  high-quality  companies  fit- 
ting this  description— Germany's. 

A  very  convincing  case  to  this  ef- 
fect has  recently  been  made  in  a  well- 
reasoned    presentation   by    Schrocder, 


Muenchnieyer,  Hengst  &  Co.,  a  lead- 
ing private  banking  firm  in  Germany 
with  an  excellent  track  record  in  call- 
ing major  turns  in  the  German  stock 
market.  The  presentation  points  to 
some  interesting  contrasts  between 
Germany  and  the  U.S.  For  instance, 
manufacturing  in  Germany  accounts 
for  43%  of  the  gross  national  prod- 
uct, compared  with  27%  in  the  U.S. 
Pri\  ate  consumption  accounts  for  53% 
of  CMP  vs.  63%  in  the  U.S. 

20%  To  60%  Discounts 

The  study  also  points  out  that  there 
is  a  glaring  difference  in  the  valua- 
tions of  some  of  the  top  U.S.  and  Ger- 
man manufacturing  companies,  with 
tiie  German  companies  generally  ac- 
co:ded  a  much  lower  valuation.  In 
terms  of  earnings  and  cash  flow,  many 
German  companies  sell  at  a  discount 
of  from  20%  to  as  much  as  60%  from 
their  U.S.  counterparts.  Some  other 
interesting  discrepancies:  Thyssen  is 
valued  at  13%  of  sales,  U.S.  Steel  at 
53%;  total  investment  in  plant  and 
equipment  for  the  past  five  years  at 
Thyssen  was  equal  to  280%  of  its  cur- 
rent market  capitalization,  while  the 
figure  for  U.S.  Steel  is  85%. 

BASF,  the  German  chemical  giant, 
is  valued  at  34%  of  sales  compared 
with  109%  for  du  Pont.  During  the 
past  six  years  investments  were  166% 
of  BASF's  market  capitalization,  63%  of 
du  Font's.  Similar  differences  prevail 
in  the  valuations  of  other  leading  Ger- 
man and  U.S.  companies,  such  as 
General  Motors  and  Daimler-Benz; 
General  Electric  and  Siemens;  Beth- 
lehem Steel  and  Mannesmann. 

The  fact  that  these  German  stocks 
are  cheaper  than  their  U.S.  counter- 
parts, while  their  earnings  outlook  is 
every  bit  as  good,  still  does  not  guar- 
antee the  potential  investor  a  profit. 
But  I  strongly  suspect  they  will  out- 
perform their  U.S.  counterparts,  not 
only  long  term,  but  also  shorter  term. 
By  investing  in  these  companies,  it  is 
possible  to  kill  two  birds  with  one 
stone— diversify  your  risk  while  you  in- 
crease potential  return.   ■ 
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Now  the  Airline  Passengers  Association,  whicli  represents 
the  Interests  of  businessmen  who  fly,  offers  you  up  to 

a  half-million  dollars 
in  travel  insurance 


How  many  miles  a  year  do  you  fly? 

Chances  are,  it's  more  than  you  think.  A  con- 
vention here.  A  few  business  trips  there.  Maybe 
even  a  vacation. 

So  if  you  fly  once  a  week  . .  .  once  a  month  .  .  . 
or  just  a  few  times  a  year — ^you  need  the  kind  of 
insurance  protection  Airline  Passengers  Associa- 
tion can  give  you. 

1.  Low  cost  travel /accident  insurance 
at  special  member  rates. 

As  an  APA  member,  you  may  obtain  up  to  $500,- 
000  of  travel  accident  coverage  for  just  a  few  dol- 
lars a  month.  This  is  more  than  just  "flight"  in- 
surance too.  Your  APA  policy  covers  you  on  the 
job  or  off. .  .at  home  or  abroad. .  .on  ANY  li- 
censed common  carrier  in  the  world.  You're  cov- 
ered while  riding,  boarding  or  alighting — yes, 
even  if  you're  struck  by — ANY  common  carrier, 
including  planes,  buses,  trains,  even  taxis.  You're 
even  covered  while  on  the  premises  of  any  airport, 
bus  or  train  station,  or  any  other  facility  for  li- 
censed common  carriers.  Your  insurance  pays  in 
addition  to  any  and  all  other  insurance  you  may 
have.  YOUR  APA  TRAVEL  INSURANCE  IS 
UNDERWRITTEN  BY  FAMOUS  LLOYD'S, 
LONDON  AND  ISSUED  THROUGH  BOWES 
AND  CO.,  A  TEXAS  CORPORATION.t 
LLOYD'S,  LONDON  IS  NON-ADMITTED  IN 
TEXAS  BUT  MAINTAINS  U.S.  TRUST  FUND 
DEPOSITS  IN  EXCESS  OF  ONE  BILLION, 
TWO  HUNDRED  AND  FIFTY  MILLION  DOL- 
LARS FOR  THE  PROTECTION  OF  U.S.  POL- 
ICY HOLDERS. 

tTexas  certificates  are  countersigned  by  Bowes 
Agency,  a  licensed  Texas  Agency. 

2.  Hotel  and  Motel  Discounts— 
and  V.I. P.  benefits. 

Show  your  APA  privilege  card  and  you'll  enjoy 
preferred  rates  (and  service)  at  thousands  of  ho- 
tels/motels including  participating  Sheratons, 
Hilton  Inns,  Rodeway  Inns,  Holiday  Inns,  How- 
ard Johnson's,  Hyatt  Hotels  and  many  others  all 
over  the  world. 

And  now  another  dimension.  Fine  restaurants 
are  joining  the  APA  Accommodations  Program. 
If  we  publish  a  discount  or  preferred  rate  we  guar- 
antee you  will  receive  it. 

3.  Car  rental  discounts. 

Use  your  APA  Privilege  Card  at  all  Econo-Car 
and  American  International  offices  for  a  full  10% 
discount  there?  Going  abroad?  Be  sure  to  pack 
your  APA  Privilege  Card — it  gets  you  a  10%  dis- 
count at  more  than  1,400  InterRent  and  1,000 
Europcar  rental  agencies.  Discounts  good  on 
standard  time  and  mileage  charges. 

4.  Substantial  savings  on  vacations. 

APA  members  are  among  the  most  discriminat- 


at  low  group  rates! 


ing  travelers  in  the  world.  They  demand  unique, 
exclusive  vacation  travel  opportunities,  exacting 
service,  and  the  type  of  advice  and  information 
you  can't  always  expect  from  the  airlines  or  a 
travel  agent.  Staffed  by  full-time  professional 
travel  consultants,  APA  Travel  Service  works 
strictly  for  your  benefit.  They  will  help  develop 
your  personal  vacation  itinerary  at  the  lowest  pos- 
sible cost. 

5.  Luggage  Protection. 

As  an  APA  member,  your  baggage  is  protected  by 
our  exclusive  Bag-Guard  luggage  retrieval  and 
protection  system.  With  Bag-Guard  luggage  tags 
and  pressure-sensitive  labels  on  and/or  inside 
your  luggage,  briefcases  and  other  personal  prop- 
erty, they're  never  completely  lost.  If  your  prop- 
erty is  misplaced,  just  call  APA  at  the  special  toll- 
free  WATS  number  to  report  the  loss  and  your 
itinerary.  When  your  property  is 
located,  we  arrange  for  its  rapid 
return. 


compliments — about  your  travel  experiences. 
We'll  see  your  opinions  get  to  the  right  people 
with  the  full  force  of  your  35,000  fellow  APA 
members  behind  them. 


8.  Satisfaction  Guaranteed. 

Now  you  can  join  Airline  Passengers  Association 
with  this  guarantee:  If  at  any  time  within  30  days 
you  feel  that  APA  membership  is  not  worth  the 
annual  fee,  let  APA  know  and  we'll  refund  your 
membership  fee. 

Just  select  the  membership  class  that  best 
serves  your  needs,  fill  out  and  mail  the  coupon  ap- 
plication on  this  page.  You  can  even  charge  your 
membership  fee  (and  any  insurance  coverage  you 
wish  to  purchase)  on  your  credit  card. 


6.  Flight  Log  and 
Credentials  Case. 

A  handsome  credentials  case 
contains  your  valuable  Airline 
Passengers  Association  mem- 
bership card.  Flight  Log  and 
Handbook — an  easy-to-use  di- 
rectory of  domestic  and  interna- 
tional airports,  customs,  and 
local  accommodations  data  and 
information.  It's  an  ideal  place 
for  carrying  tickets,  passports 
and  other  documents. 

7.  APA  Communicates 
with  you  and  for  you. 

More  than  35,000  seasoned 
travelers  belong  to  APA.  They 
give  the  association  a  voice  that 
carries  important  weight  with 
airlines,  hotels  and  regulatory 
agencies.  We  were  instrumental 
in  repealing  the  infamous  pas- 
senger "head  tax"  and  are  con- 
stantly campaigning  for  greater 
passenger  safety  measures.  Even 
if  you  only  travel  a  few  times  a 
year,  your  APA  membership 
makes  you  part  of  this  public- 
interest  "lobby". 

As  an  APA  member,  you'll 
receive  our  special  "Flight-O- 
Gram"  forms.  Send  them  to  us 
with  your  complaints — or  your 


National  Advisory  Council  of  the  AIRLINE  PASSENGERS  ASSOCIATION 

ROCKY  H.  AOKI  Benihana  of  Tokyo,  New  York,  New  York  •  ALFRED  D.  BELL,  JR.  Travelers  Aid  Assoc,  of 
America  •  CHARLES  B.  BUSCHER  Schenely  Affiliated  Brarids,  New  York,  New  York  •  MILTON  CANIFF  Palm 
Springs,  California  •  JAMES  A.  CANNON  Dudco  Tire  Co  ,  Inc.,  Canton.  Georgia  •  STAN  DELAPLANE  Syndi- 
cated Travel  Columnist,  San  Francisco,  California  •  MORTON  DOWNEY  New  York,  New  York  •  LILLIAN  DUN- 
LAP  Brigadier  General,  ANC,  Cfiief,  Army  Nurse  Corps.,  Wilmette,  Illinois  •  DONALD  J.  FLEISHAKER  Inter- 
state Motels,  Inc.,  New  York,  New  York  •  RAYMOND  A.  GEIQER  Farmers  Almanac,  Lewlston,  Maine  •  HARRY 
OOLDEN  Charlotte,  North  Carolina  •  ERIC  HILTON  Hilton  Hotel  Corp.,  Houston,  Texas  •  RHEA  HOWARD 
Wichita  Falls,  Texas 'HON.  WALTER  JUDD  Washington,  O.C.  •  QEN.  J.  M.  KENDERDINE  Fori  Worth,  Texas 

•  JOEL  KRISCH  American  Motor  Inns,  Roanoke,  Virginia  •  JOHN  F.  LEYOEN  Professional  Air  Traffic  Control- 
lers Organizations  •  THOMAS  A.  MALTBY  Phoenix,  Arizona  •  HON.  A.  D.  MITCHELL  Judge,  Superior  Court, 
Ontario.  California  •  J.  J.  O'OONNELL  Air  Line  Pilots  Association  •  ALICE  L.  PATTERSON  Harrison,  Arkansas 

•  GABRIEL  PAUL  New  York  Yankees.  New  York,  New  York  •  RUSSELL  H.  PERRY  Republic  Financial  Services. 
Inc  ,  Dallas,  Texas  •  ROBERT  J.  SERLING  Potomac,  Maryland  •  BEN  0.  SISSON  New  Orleans,  Louisiana  • 
ASA  T.  SPAULOINQ  Durham,  North  Carolina  •  R.  M.  SWESNIK  General  American  Oil  Company,  Dallas,  Texas 

•  JAMES  D.  TILFORD  JR.  Tilford  Flying  Service,  Wast  Palm  Beach,  Florida  •  RUDY  VALLEE  Hollywood,  Cali- 
fornia •  OR.  ROBERT  C.  WEAVER  New  York,  New  York 


AIRLINE  PASSENGERS  ASSOCIATION 

P.O.  Box  2758  DALLAS,  TEXAS  75221 

Please  enroll  me  as  a  member  of  Airline  Passengers  Association. 
I  understand  that  my  membership  will  become  effective  on  the 
date  my  payment  is  received  and  that  the  amount  of  insurance  I 
receive  depends  on  the  class  of  membership  I  select. 

Check 
Annual         Maximum  Annual  Deaired 

First  Yaar  Renewal  Coverage  Membership  Membership 
Coverage  Bonus       after  5  years  Fee  Class 


$400,000 

$20,000 

$500,000 

$157.50 

AAA  D  * 

250,000 

12,500 

312,500 

112.50 

AA  C   * 

150,000 

7,500 

187,500 

75.00 

A  C   • 

100.000 

5,000 

125,000 

50.00 

B  C   • 

50,000 

3,000 

65,000 

25.00 

CC  * 

Basic  Membership  (no 

insurance  Included)  15.00 

RD 

'Includes  basic  membership  charge,  $5,000  spouse  coverage  and 
$100.00  dally  hospital  confinement  benefits. 

SATISFACTION  GUARANTEED:  If  you  join  APA  and  decide  any- 
time within  30  days  that  you  are  not  satisfied  let  APA  know  and 
we'll  refund  your  membership  fee. 
Check  enclosed  D      Please  Bill:  Company  D  Mo.  Yr. 


Or  Charge  To:      D 

U 
LJ 


American  Express  Valid  Datej 
Master  Charge  Bank  No. 
BankAmericard 


ACCOUNT 
NUMBER 

Expiration  Date  (All  Cards) 

Rigr^atiiro  


Mo. 


Yr. 


Beneficiary. 
Name 


(please  print) 


.Relationship. 


-Date  of  Birth. 


Company. 


_Position_ 


Preferred  Address. 


D  Home  D  Office 


City. 


-State. 


.Zip. 


WANT  TO  BE  COVERED  IMMEDIATELY?  Call  APAs  Membership 
Department  019  Toll  Free  800-527-6006,  in  Texas  call  collect  214- 
254-4266,  and  your  protection  can  start  today.  Want  more  infor- 
mation quickly?  Call  the  above  numbers,  or  check  the  box  below. 
D  I  am  very  interested  in  membership  in  APA.  However,  please 
mail  me  complete  details  about  your  APA  Travel  Insurance  Pro- 
tection and  the  other' services  and  benefits  before  I  join. 


Money  And  Investments 


The  Private  Placer 


The  private  placement  market  is  real- 
ly booming  these  days.  In  1974  the 
U.S.'  corporate  and  public  borrowers 
privately  placed  some  $10  biUion  in 
debt  with  insurance  companies  and 
similar  institutions.  In  1975  the  total 
had  soared  to  $12.5  billion,  a  fifth  of 
all  corporate  borrowing.  And  there's 
a  chance  this  year  that  the  amount 
will  top  $15  billion— and  do  so  in  a 
year  when  total  borrowing  is  ex- 
pected to  fall. 

It's  not  necessarily  that  the  U.S. 
public  capital  markets  have  lost  any 
of  their  renowmed  depth  and  flexi- 
bility; but  if  you're  really  serious 
about  raising  money  these  days,  there 
are  other  places  to  get  it  than  from 
the  general  public.  The  private  mar- 
ket has  gotten  particularly  choosy, 
but  it's  inherently  more  discriminat- 
ing, because  the  lenders  have  the 
skills  to  recognize  the  soundness  of 
companies  too  small  or  too  little 
known  to  dare  risking  the  public  mar- 
ket—small to  medium-sized  regional 
companies,  for  example,  with  maybe 
$100  million  in  sales.  That's  not  the 
only  reason  for  borrowing  privately. 
Some  prefer  it  to  avoid  public  dis- 
closure, others  because  it  is  quick,  be- 
cause they  suffer  a  poor  image  or  even 
because  the  flotation  costs  (though 
not  necessarily  the  interest  rates  and 
terms )  are  lower. 

The  acknowledged  king  of  the  pri- 
vate placement  market  is  Raymond  A. 
Charles,  Prudential  Insurance  Co.'s 
senior  vice  president  for  bonds  and 
commercial  loans.  Last  year  he  put 
out  over  $1.5  billion  in  long-term  debt 
to  some  190  borrowers  ranging  in 
size  from  giants  like  Standard  Oil  of 
Ohio  to  small  regional  finance  com- 
panies or  natural  gas  distributors  or 
furniture  makers.  That  amounted  to 
about  15%  of  the  booming  private 
placement  market  last  year,  and  raised 
Pru's  portfolio  of  such  long-term  se- 
curities to  $14  billion.  This  year 
Charles  expects  to  put  another  $3  bil- 
lion to  $3.5  billion  into  this  market. 

Is  it  profitable?  Says  Charles,  now 
57:  "We  received  a  record  10.7% 
yield  on  the  funds  we  lent  in  1975, 
compared  with  a  pretty  good  return 
of  10.1%  in  1974."  The  entire  fixed- 
income  portfolio  yielded  Pru  about 
$1  billion  in  interest  last  year. 

What  Charles  is  doing  is  taking  the 
lead  in— and  thereby  helping  to  cre- 
ate—the near-explosion  in  the  private 


placement  market.  The  deals  there 
are  getting  gigantic.  Last  Novem- 
ber Pru,  taking  $250  million,  was  the 
leader  among  76  institutions  in  a  pri- 
vate, $1.75-bilUon  issue  of  18-  and 
23-year  10^%  notes  to  finance  Sohio's 
and  British  Petroleum's  Alaskan  pipe- 
line. The  next  month  Pru  led  by  tak- 
ing $150  million  (Metropohtan  Life 
was  next  with  $100  miUion)  of  a  pri- 
vate $l-billion  10J4%  Hydro-Quebec 
bond  issue  maturing  in  20  years. 

Willing  Lender,  Willing  Borrower 

There  are  two  requirements  for  the 
growth  of  this  market,  and  the  conse- 
quent flourishing  of  money  men  like 
Ray  Charles:  There  must  be  lending 
institutions  with  plenty  of  money  that 
want  to  lend  it  out  this  way  rather 
than  in  other  ways.  And  second,  there 
have  to  be  borrowers  who  need  money 
and  who  prefer  to  borrow  this  way 
rather    than    on    the    public    market. 

The  life  insurance  companies  fit  the 
first  requirement  to  a  T.  Both  their 
life  premiums  and  their  specialty  an- 
nuity business  {see  box,  p.  84)  are 
sluicing  in  money  they  want  to  invest 
advantageously,  but  one  of  their  pri- 
mary investment  areas— commercial 
mortgages— is  still  in  the  doldrums. 
As  Charles  says,  "We  just  can't  put 
out  much  mortgage  money  in  the  real 
estate  market  now,  so  all  our  cash  flow 
is  piling  into  one  major  outlet,  the 
corporate  market." 

The  first  $1 -billion  private  place- 
ment took  place  in  1972,  when  40 
institutions  joined  in  a  Morgan  Stan- 
ley-engineered deal  for  that  little- 
known  company  named  American 
Telephone  &  Telegraph.  These  days 
mere  half-billion-dollar  deals  go  vir- 
tually unnoticed.  But  when  General 
Motors  issued  $600  million  in  the 
public  market,  as  it  did  last  year,  that 
market  was  unsettled  for  weeks.  Early 
this  year.  New  York  State's  Power 
Authority  quickly  sold  $610  million 
worth  of  20-year  9J2%  bonds  to  a  group 
of  insurance  companies  and  pension 
funds.  State  and  local  governments, 
which  normally  issue  tax-exempts,  are 
not  big  factors  in  this  market,  but 
these  are  not  normal  times. 

"That  was  an  issue,"  remarked  one 
private  placements  man,  "that  just 
couldn't  be  sold  in  the  public  market 
at  any  rate  today,  with  all  the  bad 
publicity  surrounding  New  York  and 
the  disclosures  that  would  have  to  bo 


Moneymen 


made  publicly.  Privately,  they  could 
lay  out  their  problems  and  projections 
of  how  they  would  cover  their  interest 
charges.  They  satisfied  the  institu- 
tions, but  to  make  it  worthwhile  to 
the  insurance  companies  they  had  to 
cpay  a  pretax  corporate  rate,"  instead 
of  the  usually  lower  tax-exempt  rate. 

Admittedly,  the  largest  private 
deals  have  some  of  the  characteristics 
of  the  public  market,  in  that  a  number 
of  investors  are  pulled  together  in  a 
single  flotation.  But  a  private  place- 
ment specialist  as  large  as  Prudential 
is  capable  of  handling  most  deals 
alone,  though  it  often  may  choose  not 
to;  and  such  solitary  deals  are,  of 
course,  solely  matters  of  negotiation. 
There  is  a  national  lending  staff  in 
Pru's  Newark,  N.J.  home  office  that 
works  mainly  with  large  national 
corporations,  whose  loans  of  $10  mil- 
lion and  up  get  the  scrutiny  of  a 
small  group  of  experts.  But  about 
60  of  Charles'  staff  of  100  are  scat- 
tered in  13  regional  field  offices.  They 
can  make  loans  of  up  to  $2  million; 
any  larger  amount  requires  approval 
by  an  executive  lending  committee 
that  meets  twice  a  month. 

Charles  runs  a  rather  flexible,  loose- 
ly organized  operation  in  keeping 
with  his  personality.  His  loan  people, 
for  example,  do  not  specialize:  There 
are  no  officially  designated  steel  or 
paper  or  retailing  specialists.  How- 
ever, over  the  years  one  man  may 
slowly  develop  a  special  competence 
in,  say,  natural  gas  that  will  lead  any- 


Ray  Charles  of  Prudential 


f 


82 


aUALITY 
FISHING. 

For  the   best  fishing   in   the   United 
States,  come  to  the  Wood  River-Tikchik 
Lake  region   of  western  Alaska. 

850   miles   of   remote   lakes   and 
streams  full  of  trophy-sized  rainbow, 
salmon,  arctic  char,  grayling  and 
lake  trout  will  test  your  skill. 

Limited  bookings,  send  now  for  our 
free  brochure:  Bill  Shoemaker,  Golden 
Horn  Lodge,  P.O.  Box'546A,  Anchorage, 
Alaska  99510.  (907)  344-6114. 


Slip 


for 
Forbes 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each.  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distijiery,  and  quantity  and  you 
will  receive  a  'prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

ACCRUED  EQUITIES,  Inc.     (smce  1954) 

Write  F.Y.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 
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one  else  with  a  loan  problem  or  a 
complex  deal  to  seek  his  advice. 

A  man  would  hardly  be  expected  to 
develop  expertise  in  private  place- 
ments out  of  a  textbook,  and  Ray 
Charles  didn't.  Bom  in  the  little  Illi- 
nois farming  town  of  Knoxville,  he 
went  to  work  for  Pru  in  1947  fresh  out 
of  the  University  of  Chicago  Business 
School.  His  low-paying  job  was  to 
drum  up  investment  business  in  the 
Midwest.  After  three  years  he  left  Pru 
strictly  for  an  economic  reason:  Ford 
Motor  oflFered  him  a  lot  more  money. 

But  after  six  years  at  Ford,  Charles 
realized  he  could  go  only  so  far  with- 
out an  auto  production  background. 
So  he  switched  to  Equitable  Life  as 
an  assistant  manager  in  the  industrial 
bond  section.  When  Prudential  real- 
ized he  was  again  in  the  insurance 
business,  it  began  wooing  him  back. 
He  accepted  in  1958,  and  for  the  last 
11  years  has  been  Pru's  top  man  in 
long-term  corporate  placements. 

Lovely  Year 

Charles  would  be  the  first  to  admit 
that  1975  was  a  remarkably  benign 
year  for  the  private  placement  boys. 
The  public  market  was  both  nervous 
and  thin,  so  companies  that  could  not 
postpone  their  financing  needs  had 
little  alternative  to  private  placements. 
As  a  result,  Charles  was  even  able 
to  upgrade  his  holdings  ("We  made  a 
policy  decision  to  go  for  better  credits 
for  a  good  part  of  1975")  without 
sacrificing  yield. 

Pru  even  got  the  benefit  of  a  rate 
lag.  For  example,  Hydro-Quebec 
agreed  in  December  to  pay  10)4%  on 
double-A-rated  20-year  bonds  that 
are  non-callable,  though  by  the  time 
the  deal  finally  went  through  in  Feb- 
ruary the  rate  on  the  public  mar- 
ket had  fallen  below  9%.  (Of  course, 
it  could  work  the  other  way,  too. ) 

In  most  years,  however— including 
this  year— Prudential  pays  for  its  high- 
er returns  with  higher  risks:  As 
Charles  puts  it,  "Recently  we  have 
been  looking  at  somewhat  lesser  cred- 
its." And  remember,  only  in  rare  in- 
stances can  a  private  placement,  once 
accepted,  be  got  rid  of.  Any  mistakes 
have  to  be  lived  with. 

What  mistakes?  Charles  can  be, 
and  is,  closemouthed,  citing  the  pri- 
vate nature  of  a  private  placement. 
But  the  Pru  cannot  be  very  happy 
about  the  $700  million  owed  to  it 
by  the  financially  shaky  airline  indus- 
try. In  1975  the  company  also  saw 
fit   to    raise    its    loss    reserves    on   its 
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For  the 
investor 
whose 
objective 
is  income... 


THE  DREYFUS  SPECIAL 
INCOME  FUND  is  designed  to 
maximize  current  income  through 
investment  in  high  quality 
bonds,  debt  securities  and  some 
specially  selected  preferred 
and  common  stocks. 

■  Also  seeks  the  possibility  of 
capital  gains,  but  not  at 
the  expense  of  its  income 
objectives. 

■  Has  no  sales  charge  when 
you  invest. 

■  Has  no  charge  when  you 
redeem. 

■  Provides  for  optional  automatic 
monthly  or  quarterly 
withdrawal. 

■  Permits  a  minimum  initial 
investment  of  only  $500. 

■  Welcomes  monthly  investments 
through  automatic  bank 
withdrawals  in  amounts  as 
small  as  $50  a  month. 

If  income  is  your  principal 
concern  — or  if  you  wish  to 
provide  a  solid  income 
base  before  making  other 
kinds  of  investments— send 
for  The  Dreyfus  Special 
Income  Fund  prospectus. 
Or  call  toll-free: 
800-325-6400 

In  Missouri:  1-800-342-6600 


Tax  Deferred  Accounts  Available 

■  Keogh  Plan  for  Self-employed 
($500  minimum;  $7,500  maximum) 

■  Individual  Retirement  Account 
($500  minimum;  $1,500  maximum) 


04 75 104 

DREYFUS 
Special  Income 
Furd,  Inc. 

600  Madison  Avenue, 
New  York,  N.Y.  10022 

For  more  complete  information, 
including  charges  and  expenses, 
obtain  a  prospectus  by  sending 
this  coupon.  Read  it  carefully  be- 
fore you  invest  or  send  money. 

Name  ___ 


Address. 
City 


State- 


-Zip- 


Vi 


Please  send 

n  Keogh  Plan     n  IRA  Information 


FORBES,   MAY   1,    1976 


83 


T.ROWE  PRICE 
GROWTH  STOCK 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 
Retirement  Plan    ' 
(Keogh  Act) 
Available 


T.  Ro-ve  Price  Growth  Stock  Fund,   Inc. 

too  Eost  Prott  Street,  Dept.  A6 

Boltimore,  Md.  21202  Phone:  (301)  547-2136 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refimd 
all  monies  unless  your  own  appraisal 
shows  value  V^toYz  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  Vz  rnil- 
lion  dollars.  DRAWINGS  are  adnninistered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Teias  75229  Ph.  (214)  243-4253 

Coll  toll  free  800-S27-26S4  eicept  from  Te>ai 


Money  And  Investments 


holdings  of  bonds  and  preferieds  from 
$25  million  to  $79  million,  despite 
the  portfolio  upgrading  represented  in 
last  year's  purchases.  On  top  of  this, 
reserves  on  a  much  smaller  (only  $3 
billion)  portfolio  of  stocks  went  from 
nothing  to  $95  million. 

The  headaches,  workouts  and  even 
occasional    defaults   implicit   in    these 


figures  faze  Ray  Charles  not  a  whit. 
Says  he:  "We  are  a  darn  sight  better 
ofif  than  the  banks  with  their  losses 
particularly  with  the  REITs.  We  can 
work  out  most  of  our  problems  with 
out  serious  losses." 

After  all,  he  never  expected  to 
make  10%  and  11%  by  being  just  a 
coupon-clipper.   ■ 


Cash  Flow  From  Pensions 


Most  private  placement  funds  have 
come  from  life  insurance  premiums 
the  companies  did  not  want  to  invest 
in  mortgages  in  a  deflated  real  estate 
market.  But  there  is  a  new  source  re- 
cently: money  that  pension  funds  put 
with  insurance  companies  for  a  guar- 
anteed payout  over  several  years. 

What  made  this  new  business  pos- 
sible was  the  sharp  rise  in  bond  in- 
terest rates  and  the  still  higher  rates 
the  companies  could  earn  on  their 
private  placements.  That  difference 
"wasn't  very  tangible"  to  the  pension 
funds,  says  Harrison  Givens,  vice 
president  and  actuary  for  group  pen- 
sion operations  at  Equitable  Life.  "But 
when  we  said,  'We  think  we  can  make 
9%;  how  about  if  we  guarantee  you 
8.5%?'  their  eyes  lit  up." 

These  contracts,  anywhere  from 
three  to  20  years,  are  of  several  types 
tailored  to  the  client's  cash-flow 
needs.  The  three  most  common  are 
1 )  single-sum  "nonparticipating"  con- 
tracts yielding,  say,  9%  payable  at 
maturity;  2)  single-sum  participating 
contracts  guaranteeing  a  minimum  re- 
turn plus  a  share  of  anything  earned 
above  that  minimum;  and  3)  yearly 
pay-in  contracts  with  a  guaranteed 
rate  for  the  life  of  the  contract. 

As  bond  rates  soared  in  1974  and 
1975,  the  companies  could  deliver  9% 
and  9.5%  returns  (even  9.75%  on  some 
participating  contracts).  Now  rates 
are  down  to  just  under  9%.  And  they 
wrote  a  vast  deal  of  business:  Metro- 
politan, $574  million  worth  in  1975 
alone;  Equitable,  over  $500  million; 
Prudential,  $220  million;  Travelers, 
over  $200  milHon.  "The  more  money 
you  get  in  withifi  reason,"  says  Giv- 
ens, "the  more  money  you  can  put 
out— and  more  profitably.  You're  get- 
ting more  juice  out  of  existing  people 
and  investment  operations  already  in 
place." 

But  it  is  quite  possible  to  write  too 
much  guaranteed  pension  business. 
In  1974,  for  example,  John  Hancock 
wrote  $200  million  of  such  contracts. 


$325  milhon  in  1975,  over  $100  mil- 
lion in  January  and  February  of  1976 
—and  then  stopped  cold.  "We  could 
have  sold  a  lot  more,"  says  Richard 
Troy,  in  charge  of  group  pensions, 
"but  we  just  felt  we  were  getting  un- 
balanced. We'd  rather  have  all  kinds 
of  money  coming  in." 

One  reason  for  the  companies'  hesi- 
tancy is  the  reserve  requirements  for 
this  kind  of  business.  State  insurance 
commissions  do  not  allow  a  companx 
to  assume  a  year-in,  year-out  earnings 
rate  of  over  6%,  so  a  company  that 
signs  a  9%,  20-year  contract,  for  exam 
pie,  has  to  set  up  a  front-end  reser\  e 
covering  the  extra  3%  for  the  full  20 
years.  That  front-end  reserve  is  then 
scaled  down  slowly  as  income  in  ex- 
cess of  6%  is  received  over  the  life  ol 
the  contract. 

This  is  why  Equitable,  for  instance, 
stopped  writing  pension  guarantee 
contracts  in  mid-1975;  since  then  it 
has  written  only  so-called  thrift  plans 
with  basically  level  annual  contribu- 
tions, where  payout  and  reserves  arc 
tied  to  current  new  money  rates. 
The  Aetna  stopped  at  $50  million 
in  guaranteed  return  contracts  last 
year;  Hancock  will  write  only  partici 
pating  contracts;  and  Pnidential  is 
writing  only  single-sum  front-end 
types,  which  it  feels  are  safest.  Om 
big  outfit,  New  York  Life,  has  nol 
written  any  pension  guarantee  con 
tracts  at  all:  "We're  not  sure,"  says'  ;i 
company  spokesman,  "that  they  arc 
not  something  best  left  to  the  banks 
and  investment  houses." 

The   Securities   &   Exchange   Com 
mission    isn't    sure,    either,    question 
ing  whether  the  contracts  arc  mcrcK 
securities    issued    without    benefit    ol 
prospectus.   The   point  has   not   been 
tested  in  the  courts,  which  miglit  well 
uphold  that  viewpoint,  as  they  did  in 
the  case  of  variable  annuities.  In  the 
meantime,  however,  the  life  insuranc*- 
companies   are   having  an   intercstinr 
adventure  in  a  new  and  fainiK    fl;in 
gerous  area. 
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"The  soaps  aiie  like 
BigMacs...a  lot  of 

peojie  who  v^rit 
admit  it  eat  them  uji' 


"The  symbiosis  between  audience  and  show  makes  soap  opera 
unique,  the  most  powerful  entertainment  on  or  off  television." 


Academic  amnesia,  vicarious  VD,  hypo- 
thetical hysterectomies:  the  world  of  TV 
soap  opera.  But  TIME  readers  are  among 
the  least  avid  watchers  of  daytime  televi- 
sion. Why  was  TIME  inspired  to  devote  a 
cover  story  to  TV  soap  opera? 

Because  TIME  readers  are  also  insatiably 
curious.  TIME  probed  the  hypnotic  appeal 

The  Weekly 


of  the  soaps,  found  a  whole  subculture, 
discovered  the  iron  hand  behind  the  wet 
handkerchief.  And  in  so  doing,  TIME  dem- 
onstrates once  again  the  rewards  of  analyz- 
ing seriously  what  seems  on  the  surface  to 
be  egregious  frivolity. 

You  know  what  TIME  does.  And  reading 
it  every  week  reminds  you  how  well. 
Newsmagazine 


Money  And  Investments 


An  Annuity  For  All  Seasons 


Keystone  Custodian  Funds  manages 
over  $1.7  billion  in  mutual  fimds,  but 
the  product  that  has  the  company 
most  excited  at  the  moment  comes 
from  the  company's  insurance  sub- 
sidiary, Keystone  Provident  Life.  The 
product  is  called  the  investment  an- 
nuity or  "wraparound"  annuity.  Key- 
stone is  joining  a  growing  number  of 
companies  offering  this  instrument. 

The  investment  annuity  resembles 
other  annuities  save  for  this  crucial 
difference:  You  determine  what  se- 
curities make  up  the  annuity.  In  effect, 
the  wraparound  allows  you  to  take 
an  existing  investment,  use  it  to  "buy" 
an  annuity  and  thus  defer  taxes  on 
all  interest  and  dividends. 

Say  you  have  $100,000  of  8.7% 
American  Telephone  &  Telegraph 
bonds  due  in  2002.  By  wrapping  it 
around  an  annuity,  your  account  can 
collect  $8,700  a  year,  and  you  pay  no 
income  taxes  until  you  actually  begin 
collecting  on  yoiu"  plan,  which  can 
be,  if  you  wish,  decades  hence. 

"For  anyone  in  the  30%  income 
bracket  or  higher,"  says  W.  Thomas 
Kelly,  chairman  of  the  First  Invest- 
ment Annuity  Co.  of  America,  which 
invented  the  product,  "this  is  some- 
thing to  be  seriously  looked  at." 

It  took  Kelly  and  FIAC  over  six 
years  to  develop  the  wraparound  and 
to  clear  the  regulatory  hurdles.  That 
was  done  by  1969.  Then  FIAC  got 
itself  into  financial  trouble.  The  com- 
pany was  rescued  by  the  British  mu- 
tual fund  giant,  Save  &  Prosper.  (S&P 
now  owns  a  majority  of  FIAC.)  Not 
until  1973  could  FIAC  settle  down 
and  really  begin  pushing  its  invention. 
The  company  has  now  written  about 
$200  million  worth  of  investment  an- 
nuities, "making  us  one  of  the  coun- 
try's largest  annuity  underwriters," 
says  Kelly  proudly. 

The  allure  of  this  annuity  can  be 
seen  in  these  numbers:  Take 
$100,000,  assume  an  8%  annual 
growth  and  a  40%  tax  bracket.  After 
20  years  in  an  investment  an- 
nuity, you  would  have  accumulated 
$387,808,  after  deducting  initial  pre- 
miums and  various  account  and  cus- 
todial fees.  Without  that  tax  protec- 
tion, you  would  have  only  $255,402 
after  20  years.  And  remember,  you 
won't  start  paying  any  income  taxes 
until  you  choose  to  do  so,  presumably 
in  retirement,  when  your  tax  bracket 
would  be  lower. 


The  companies  currently  offering 
the  investment  annuity  allow  broad 
selection  of  securities  that  a  cus- 
tomer can  wraparound— hsted  and 
NASDAQ  stocks,  corporate  bonds, 
mutual  fimds,  government  securities, 
all  banking  instruments. 

The  investment  armuity  has  other 
advantages.  Say  you're  in  a  corporate 
thrift  or  profit-sharing  plan.  When 
you  retire  or  otherwise  leave  the  com- 
pany, you  can  have  your  money  trans- 
ferred in  a  lump  sum,  including  all 
employer  contributions  and  all  gains, 
into  an  investment  annuity  and  suffer 
no  tax  consequences.  Thus  you  could 
leave  such  a  plan  before  retirement 
and  avoid  paying  a  stiff  tax. 


Finally?  An  honest 
tax  shelter  for  the 

average  investor? 
It's  called  the 

wraparound  annuity. 


For  professionals  like  doctors  and 
lawyers  who  are  using  a  Keogh  or 
IRA  plan,  an  investment  annuity  can 
be  useful  in  sheltering  taxes  when  the 
Keogh  or  IRA  plan  ends. 

Should  you  die,  your  estate  will 
have  to  pay  estate  taxes  on  the  money 
in  your  account,  but  no  tax  will  be 
levied  on  the  accumulated  income 
and  capital  gains. 

You  can  also  withdraw  money  from 
your  account  without  tax  cost,  pro- 
vided you  take  out  only  principal,  not 
interest  or  dividends. 

Companies  selling  investment  an- 
nuities, in  addition  to  Keystone  and 
FIAC,  include  Phoenix  Mutual,  Safe- 
co, American  Guaranty  Life  Insur- 
ance of  Portland,  Ore.  and  Chesa- 
peake Life  Insurance  Co.  of  Baltimore. 

The  investment  annuity  is  becom- 
ing manna  for  savings-&-loan  associa- 
tions. It  was  through  cultivating 
California  S&Ls  that  American  Guar- 
anty has  become  the  leader  in  the 
field.  It  sold  $45  million  worth 
through  S&Ls  in  the  first  quarter  of 
1976  and  is  shooting  for  $400  million 
for  the  year.  "We  just  got  Home  Sav- 
ings &  Loan,  the  world's  largest," 
says  American  Guaranty's  Chairman 
Dale  L.  Woodruff  happily. 

The  minimum  purchase  on  most  in- 


vestment annuities  is  $10,000,  and 
with  many  programs  you  can  add  as 
little  as  $1,000  to  your  account. 

What  are  the  differences  among 
wrappers?  Primarily  the  fees  they 
charge.  Keystone,  for  instance, 
'charges  5%  on  the  first  $50,000  (scal- 
ing down  after  that),  a  $75  poHcy  fee 
and  an  annual  premium  on  the  net  as- 
set value  of  your  account  of  0.75%  for 
the  first  $50,000,  0.5%  over  that.  Thus 
a  $10,000  annuity  would  involve  $575 
in  commissions  and  fees  and  at  least 
$75  a  year  thereafter.  Phoenix  Mu- 
tual currently  has  a  no-load  wrapper 
for  bank  investments,  but  you  pay  a 
fee  if  you  redeem  in  the  first  five  years. 

Then  there  are  custodial  fees.  In  an 
investment  annuity,  you  must  leave 
your  securities  with  a  custodian,  say, 
a  commercial  bank.  FIAC's  principal 
trustee,  Bradford  Trust  Co.,  charges 
$1.50  per  month  for  each  asset  in 
your  accoimt,  $3.50  if  the  asset  is 
nonbank  (see  what  market  is  being 
aimed  at?),  $15  to  open  the  ac- 
count and  $15  per  transaction.  To  sell 
your  AT&T  bond  and  buy  a  CM  bond 
you  pay  $30,  plus  commissions. 

Another  powerful  deterrent  to  trad- 
ing is  that  you  pay  the  insurance  com- 
pany tax  rate  for  any  realized  capi- 
tal gains-30%  long  term,  48%  short 
term— regardless  of  yovu  individual 
tax  bracket.  Moreover,  even  though 
you  have  paid  a  tax  on  the  gain,  you'll 
be  liable  for  regular  income  tax  on 
the  remainder  of  the  gain  when  you 
withdraw  it  from  the  plan. 

There's  another  thing  to  be  aware 
of:  When  you  wrap  your  security,  be 
sure  you  have  no  capital  gain  in  it. 
Wrapping  is  considered  to  be  a  tax- 
able event.  So  you  can  forget  about 
using  that  IBM  stock  you  bought  30 
years  ago. 

Be  careful  too  if  you  use  a  bank 
certificate  of  deposit— you  may  have 
to  pay  a  penalty  for  early  liquidation. 

Except  for  Phoenix  and  Safeco,  the 
large  insurance  companies  have  so  far 
stayed  on  the  sidelines.  One  reason 
for  the  shyness  is  the  industry's  dis- 
appointment after  so  much  ballyhoo 
with  variable  annuities  and  variable 
life  insurance.  A  second  reason  is  that 
the  companies  would  be  collecting 
assets  they  could  not  manage,  unlike 
fixed-dollar  and  variable  annuities. 

We  suspect  that  the  big  insurance 
fellows  are  being  too  cautions.  These 
annuity  wrappers  look  like  a  tax 
shelter  that  really  works— in  contrast 
to  the  rip-offs  that  abound  in  the  (a\ 
.shelter  field.  ■ 
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From  the  mountains  to  the  prairies 


A  merica.  Two  hundred  years  old  and  still 

^^^L  waiting  for  some  of  its  people  to 
^^^^k  claim  their  share  of  it.  For  themselves 
^^^^^  and  for  the  future  of  their  families. 
Imagine  having  lived  in  the  most  beautiful 
country  in  the  world  and  never  having  known 
what  it  means  to  have  a  part  of  it  for  your  own. 

What  more  perfect  way  to  stake  your  claim 
than  by  purchasing  five  glorious  acres  of  south- 
ern Colorado  for  yourself  and  those  you  love. 
At  Sangre  de  Cristo  Ranches  you  can  still  own 
a  sizable  piece  of  your  native  land  at  a  very 
modest  cost  and  on  easy  creJTit  terms.  This  is 
scenic  land  in  one  of  the  fastest  growing  states 
in  America.  A  piece  of  the  romantic  old  south- 
west that  rem-ains  unspoiled. 

Sangre  de  Cristo  Ranches  is  a  subsidiary  of 
Forbes  Inc.,  publishers  of  the  highly  reputable 
business  and  financial  publication,  Forbes  Maga- 
zine. The  land  being  offered  for  sale  to  you  is  a 
part  of  the  huge  168,000  acre  Forbes  Trinchera 
Ranch,  one  of  the  oldest  of  the  remaining  big 
ranches  in  America.  A  sportsmen's  paradise  in 
.all  seasons  for  hunting,  fishing,  riding,  hiking 
-and  boating.  With  some  of  the  *inest  skiing  in 
the  country  within  a  75-mile  drive,  the  ranch 
ranks  among  the  world's  best  known  preserves 
for  deer,  elk,  game  birds  and  other  wildlife. 

The  majestic  mountain  views  of  Trinchera 
Peak  and  Mount  Blanca  [higher  than  Pikes  Peak] 
stand  as  silent  sentinels  protecting  the  rolling 

Obtain  HUD  property  report  from  developer  and  read  it 
before  signing  anything.  HUD  neither  approves  the 
merits  of  the  offering  nor  the  value  of  the  property  as 
an  investment,  if  any. 


foothills  and  valley  that  make  up  our  Sangre  de 
Cristo  Ranches. 

The  land  lies  about  200  miles  southwest  of 
Denver,  just  east  of  U.S.  Route  160  .  .  .  the 
Navajo  Trail.  Its  town  is  historic  Fort  Garland, 
the  last  command  of  Kit  Carson. 

For  as  little  as  $3,500  to  $5,000  total  cash  price, 
you  can  purchase  your  own  five-acre  Sangre  de 
Cristo  Ranch.  Payments  are  as  low  as  $35 
monthly,  with  typical  financing  arrangements 
shown  below.  Important  money-back  and  ex- 
change privileges  backed  by  Forbes  Magazine's 
distinguished  reputation  have  contributed  much 
to  the  great  success  of  this  unusual  land  offering. 

For  complete  details  on  this  wonderful  op- 
portunity, without  obligation,  please  fill  in  and 
mail  coupon  provided  to:  Sangre  de  Cristo 
Ranches,  Box  303,  Fort  Garland,  Colorado  81133. 


TYPICAL  FINANCING  ARRANGEMENTS 

Cash 
Price 

Down                                           Monthly      Deferred 
Payment    Interest     Months    Payment     Payment  Price 

$3,500 

$35             6%             137             $35              $4,829.38 

$5,000 

$50             6%              137              $50               $6,899.01 

Not  an  otter  or  solicitation  in  tttose  states  where  the  propert, 
is  not  registered. 


SUBSIDIARY  OF  FORBES  MAGAZINE 
Box  303,  Fort  Garland,  Colorado  81133 


Name 

Address 


City. 


State. 


-Zip. 


Telephone. 


.'^ 


SANGRE  DE  CRISTO  RANCHES  INC.  V 


i^>^ 


Preference:     D  $3500     D  $5000 

A  Statement  aQd  offering  statement  has  been  filed  with  the  Department  of  State  of 
the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease 
or  offer  for  sale  or  lease  by  the  Department  of  State  or  any  officer  thereof  or  that 
the  Department  of  State  has  In  any  way  passed  upon  the  merits  of  such  offering. 
A  copy  of  the  offering  statement  Is  available,  upon  request,  from  the  subdivider. 
NYA  75-78.        AD1 2842(a)        Ml -75-62        (OAO-75)  B  715 


DeferiTs 


Sweeping  changes  in  cor- 
porate pension  plans— in- 
cluding new  limitations  on 
maximum  amounts  payable 
—are  prompting  employers 
to  reexamine  their  deferred 
compensation  packages  for 
executives^  Many  are  supple- 
menting their  plans  through 
company -owned  life  insur- 
ance and  annuities* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  Employee  Retirement  Income  Security  Act 
(ERISA)  has  had  far-reaching  effects  on  the  breadth 
of  coverage  of  corporate  pension  plans,  including 
a  limit  of  $75,000  a  year  as  the  maximum  amount 
any  company  may  pay  an  executive  under  tax-quali- 
fied def  ined-payment  retirement  plans. 

While  this  restriction  applies  to  a  very  limited 
number  of  executives,  it  is  proving  to  be  a  basis  on 
which  companies  are  taking  a  closer  look  at  deferred 
compensation  plans  for  all  their  key  people. 

Companies  who  want  to  assure  special  benefits 
to  their  executives  and  other  valucxi  employees  are 
setting  up  separate,  non-qualified  plans  to  supple 
ment  the  benefits  from  the  company  retirement 
fund.  Such  plans  differ  from  qualified  plans  in  an 
important  respect.  They  cannot  be  funded  in  ad- 


vance in  the  executives  name  without  the  loss  of  the 
deferred  tax  privilege. 

A  plan  frequendy  adopted  is  deferred  compensa- 
tion funded  through  company-owned  life  insurance 
or  a  company-owned  annuity— tried-and-proven 
methods  by  no  means  limited  to  top  executives. 
They  can  be  applied  to  any  employee  whose  con- 
tinued services  are  valuable  to  the  company.  Such 
plans  offer  important  tax  benefits  both  to  the  com- 
pany and  to  the  executive. 

A  way  to  keep  key  people 

This  kind  of  deferred  compensation  usually  in- 
volves an  agreement  to  pay  a  definite  amount  each 
year  upon  retirement— an  amount  over  and  alxwe 
the  executives  regular  pension.  The  agreement 
can  also  provide  for  payment  to  the  executives  fam 
ily  in  case  of  death  prior  to  retirement.  For  the  ex 
ecutive,  such  a  plan  may  mean  many  more  spend 
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able  dollars  in  return  for  service  withlhe  company. 
Fundamental  to  all  such  plans  is  the  principle 
that  no  assignments  of  funds  can  be  made  in  the 
executive's  name,  since  this  would  make  the  ex- 
ecutive liable  for  current  income  taxes  on  the  as- 
signed amount.  Money  to  fund  the  benefits  should 
be  set  aside,  to  be  sure,  and  conventional  reserve 
methods  might  be  acceptable  for  the  purpose,  ex- 
cept that  income  on  such  reserves  is  taxable  to  the 
company.  More  important,  such  reserves  may  not 
be  adequate  to  pay  death  benefits. 

Benefits  payable  to  the  company 

These  difficulties  can  be  overcome  through 
either  life  insurance  or  a  company-owned  annuity. 

In  both  cases,  the  policy  on  the  executive's  life 
and  the  annuity  are  owned  entirely  by  the  company 
and  are  payable  to  it.  The  executive  has  no  rights 
or  interest  in  either.  Premiums  or  contributions  are 


paid  by  the  company,  but  are  not  taxable  income  to 
the  executive.  The  cash  values  remain  part  of  gen- 
eral company  assets  and  accumulate  without  cur- 
rent tax  liability  to  the  company. 

When  the  executive  reaches  retirement  age, 
the  insurance  or  annuity  can  be  surrendered  and 
the  cash  value  used  to  make  retirement  payments. 
(There  are  other  options  as  well.)  If  the  executive 
dies  before  retirement  the  proceeds  received  by  the 
company  can  be  used  against  its  obligation  to  the 
executive's  family.  Payments  in  either  case  are  tax- 
deductible  by  the  company. 

Establishment  of  a  deferred  compensation  plan 
involves  three  steps.  It  must  usually  first  be  adopted 
by  a  resolution  of  the  company's  board  of  directors 
(and  in  some  cases  approved  by  the  stockholders). 
The  plan  is  then  drawn  and  application  is  made  for 
the  life  insurance  or  annuity  to  fund  it. 

As  a  fuller  discussion  of  deferred  compensation 
from  an  objective  standpoint,  the  life  insurance 
affiliates  of  IN  A  have  prepared  a  booklet  entitled, 
"Deferred  Income:  Some  Professional  Considera- 
tions!' Copies  may  be  requested  by  writing  IN  A 
Corporation,  1600  Arch  Street,  Philadelphia,  Pa. 
19101. 

*  :|e  * 

INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  cas- 
ualty insurance,  marine  insurance,  life  and  group 
insurance,  reinsurance  and  risk  management 
services. 

Its  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 
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Insurance  Professionals 


They  love  a  good  fight. 

Against  things  like  litter.  Or  for  safer  streets. 

That's  why  you'll  find  them  fighting  for  what  they  believe  in.  Whether  it's 
a  town  clean-up,  writing  their  congressman  for  cleaner  rivers,  or  working  for  a 
new  industrial  park  that'll  be  good  for  their  community. 

They're  Psychology  Today  readers.  And  they're  the  kind  of  people  who  get 
things  done  today,  instead  of  only  dreaming  about  them.They  know  what  they  want 
in  life  and  go  after  it.  For  themselves,  their  families,  and  their  communities. 

Our  readers  have  this  philosophy  about  life  because  they  realize  the  more 
they  know  about  themselves,  the  more  they  can  get  out  of  life. 

And  they  read  PT  because  it's  a  magazine  that  helps  explain  what  makes 
people  tick.  It  helps  make  people  more  aware  of  themselves,  and  their  priorities  in  life. 

Self  knowledge  leads  to  self  confidence. 

Our  4/2  million  readers  don't  wait  for  things  to  happen,  they  make  them 
happen. Today,  not  tomorrow. 

They  plan  for  the  future.  And  they're  secure  about  it. 

But  today  is  where  they  live. 

PT  readers  live  their  dreams  today,  not  tomorrow. 
Psychology  Today 

A  Ziff-Davis  Publication 
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ADVERTISING  SECTION 

The  following  pages  contain  a  wealth  of  information 
which  offer  you  hours  of  potentially  profitable  study. 

Sound  investment  decisions  are  often  based  on  an  analysis  of  the  factual  information  con- 
tained in  company  annual  reports.  Many  profitable  decisions  can  result  from  reading  these 
revealing  records  of  a  company's  performance. 

The  best  way  to  evaluate  these  opportunities  is  to  obtain  the  annual  reports  of  those  public 
corporations  which  interest  you.  Intelligent  investing  often  begins  with  an  appraisal  of  the 
factual  Information  they  contain. 

To  obtain  any  of  the  annual  reports  advertised  in  this  special  section,  simply  circle  the  num- 
bers of  those  companies  that  interest  you  on  the  postpaid  card  provided.  All  requests  will  be 
processed  by  FORBES  and  forwarded  directly  to  the  companies  involved,  who  will  send  you 
their  reports.  Please  allow  a  reasonable  amount  of  time  for  processing. 


AMP  Incorporated 

Growth  Through   New   Products 
1976  1st  Quarter  Sales  and  Earnings 
show  significant  gains. 


Sales 

Earnings/ 

Div/ 

(Mil.) 

Sh. 

Sh. 

1975 

409.6 

750 

370 

1974 

482.1 

1.25 

330 

1969 

211.3 

660 

160 

1964 

91.7 

270 

7M0 

Worldwide 

Diversification     — 

over 

45,000    electrical/electronic     connec- 
tion   devices— tens    of    thousands    of 

v.us>tomers  in  various  growing  fields  here  and  abroad.  Subsidiaries 

in  14  countries. 
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Alabama 
Bancorporation 


Alabama  Bancorporation  is  Alabama's 
largest  financial  institution,  with  foiu*- 
teen  bank  aflBliates,  a  finance  com- 
pany and  a  mortgage  company.  At 
year-end  1975  the  corporation  had  to- 
tal assets  of  $1,755  billion  and  share- 
holders' equity  of  $126  million.  Net 
income  for  1975  was  $17.5  million,  an 
increase  of  12.2%  over  1974.  Perfor- 
mance ratios  for  the  year  include  a 

1.06%  return  on  average  assets  and  a  14.53%  return  on  average 

shareholders'  equity.  NASDAQ  symbol  ABNC. 


AVC 


I  Net  sales 

Income  from 
[♦continuing  operations 

Per  share  income  from 
I  continuing  operations 


A.V.C.  Corporation 

1975  was  an  excellent  year  for  AVC. 
The  company  achieved  peak  earn- 
ings, substantially  improved  its  finan- 
cial position  and  established  a  long- 
range  growth  strategy.  AVC  is  a  di- 
versified company  with  three  princi- 
pal lines  of  business:  fasteners  and 
formed  metal  parts  for  a  broad  cross- 
section  of  industry;  textile  products 
including  bedspreads  and  upholstery 
fabrics;  and  television  broadcasting. 
(AMEXsymbol-AVC.) 

1975  1974 

$83,329,000  $36,122,000 


$  5,408,000 
$  4.35 


$  1,388,000 

$  .84         2 


Alaska  International 
Industries,  Inc. 

Alaska  Intematio  \al  Industries,  Inc.  is 
an  Alaska  based  holding  company 
whose  principal  operating  subsidiaries 
are: 

•  Alaska  International  Air,  Inc.— the 
leading  cargo  airline  in  Alaska.  Op- 
erations are  worldwide. 

•  Weaver  Bros.,  Inc.— the  leading 
Alaska  based  trucking  concern.  Op- 
erations conducted  within  Alaska  and 

v«.      ;;.*..  between     Alaska     and     the     Pacific 

Northwest. 
•  Alaska  International  Construction,  Inc.— a  heavy  construction 
contractor  operating  in  Alaska. 
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Alcan 

With  shipments  of  1.4  million  tons  of 
aluminum  products  in  1975,  the  Al- 
can Aluminium  Limited  group  of 
companies  was  the  world's  largest 
aluminimi  producer.  Sales  were  $2.3 
billion.  Alcan's  aimual  report  reviews 
the  economic  problems  faced  by  the 
industry  in  1975,  and  also  disctisses 
the  prospects  for  the  recovery  of  alu- 
minum markets  on  a  worldwide  ba- 
sis in  1976. 


IS  coRsactdnoyears  of  gnxwth 


1975 
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Baldor  Electric 
Company 

Baldor  Electric  Company  designs 
manufactures  and  sells  industrial  elec- 
tric motors  and  grinders.  During  1975 
Baldor  earned  $2,455,046,  or  $1.51 
per  share,  on  sales  of  $56,080,565 
For  the  past  five  years  (1971-1975), 
compound  aimual  growth  rates  have 
been:  sales  —  21%;  net  income  —  25%; 
and  annual  earnings  —  22%.  The 
Company     recently     listed     on     the 


American  Stock  ^^xchange  under  the  symbol  "BEZ." 


AIco  Standard  Corp. 

Completing  10  full  years  of  opera- 
tions, Alco,  The  Corporate  Partner- 
ship, is  a  well-diversified  company 
with  a  balanced  product  program  in 
the  business  areas  of  Manufacturing, 
Resources,  and  Distribution.  Over 
2,500  products  and  services  are  pro- 
duced and  sold  by  Alco  companies. 
NYSE  Symbol  "ASN." 

Financial  Highfights 
1975  1974  1973 

Net  Income  $31,158,000       $26,430,000     $18,741,000 

Primary  E.P.S.  $2.79  $2.35  $1.64 

Revenues  $939,643,000  $1,003,584,000  $778,466,000 

Dividends  Per  Share*  $  .50  $  .39  $.355 

*•  1976  Current  Quarterly  Rate  Annualized-$.68.  6 


D.H.  Baldwin 
Company 


Baldwin  is  a  balanced  financial  ser- 
vices company  engaged  in  banking, 
savings  and  loan  services,  life  and 
casualty  insurance,  and  the  manufac- 
tiue  and  sale  of  musical  instruments. 
During  the  past  five  years,  Baldwin 
has  shown  an  average  annual  com- 
pound growth  rate  of  17%  in  earn- 
ings and  13%  in  cash  dividends  per 
common  share.  In  1975  the  company 

earned  $11,501,000  or  $1.75  per  share.  New  York  Stock  Exchange 

symbol  is  BDW. 
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Alexander  &  Baldwin, 
Inc. 

This  diversified  company  is  one  of 
Hawaii's  largest  sugar  growers  and 
land  owners.  Principal  activities  also 
include:  Ocean  Transportation  (Mat- 
son  Navigation:  West  Coast/Hawaii/ 
Pacific  carrier);  Food  Processing;  In- 
ternational Agribusiness  Consulting 
and  Management;  Investments;  Prop- 
erty Management  (including  Wailea 
Resort  Community,  Maui);  Merchan- 
dising. 1975  earnings  were  second  best  in  company  history,  $22 
million  on  revenues  of  $308  million. 


BAMlAMHItA  COHKOtWTION 


BankAmerica 
Corporation 


Holding  company  for  Bank  of  Ameri- 
ca NT&SA,  largest  non-government 
commercial  bank  in  the  world,  re- 
ported new  highs  in  earnings,  assets, 
deposits,  and  net  loans  in  1975.  The 
bank  supplies  a  broad  range  of  finan- 
cial services  to  individuals  and  busi- 
nesses here  and  abroad.  Other  sub- 
sidiaries include  a  growing  group  of 
financial  service  companies  engaged 
in  leasing,  data  processing,  consumer  lending,  and  investment 
services.  Net  income  in  1975  was  a  record  $302.8  million,  or 
$4.39  per  share,  an  increase  of  18.0  percent,  the  largest  year- 
to-year  percentage  gain  in  almost  30  years.  OTC.  i  •» 


BBDO 
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Annual  Repent 
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BBDO  International, 
Inc. 

BBDO  International,  Inc.,  is  a  hold- 
ing company  which  has  advertising- 
agency  subsidiaries  and  affiliates 
throughout  the  world,  including  Bat- 
ten, Barton,  Durstine  &  Osbom,  Inc., 
in  the  United  States. 
—Yield  at  Price  of  I9J2,  based  on 
current  dividend:  9.23%. 


Gross  Revenues 

Net  Income 

Net  Income  per  Share 

Dividends  Paid  per  Share 


1975 

$72,755,957 

$  6,510,298 

$2.59 

$1.80 


1974 

$72,310,664 

$  6,026,093 

$2.40 

$1.80 


%  Change 
+0.6 
+8.0 

+7.9 
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Barnes  Group  Inc. 

Formerly 
Associated  Spring  Corporation 
World's      largest      manufacturer      of 
springs  and  leading  distributor  of  au- 
tomotive  and   indtistrial   maintenance 
products.  Record  1975  results  inchid- 
ed    10%    increase    in    net    income    to 
$8.4  million,  or  $3.76  per  share,  on 
sales    of    $212    million.    Shareholders, 
at    annual    meeting,    approved    name 
change  to  Barnes  Group  Inc.  roflccl 
ing  worldwide  diversification  into  non 
spring-making  businesses.  NYSE  syni 
bol:  B. 
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The  Bendix 
Corporation 

Bendix  is  a  worldwide  manufacturer 
in  automotive,  aerospace-electronics, 
industrial-energy  and  shelter  markets 
with  revenues  of  $2.61  billion  in 
1975.  Net  income  rose  5  percent, 
reaching  a  record  $79.8  million,  or 
$4.89  per  share.  With  five  consecutive 
years  of  increased  earnings,  Bendix 
has  raised  common  stock  dividends  3 
times  since  Feb.,  1974,  and  recently 
declared  a  4  for  3  stock  split. 
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Brockway  Glass 
Company 


Brockway  Class  Company,  a  leading 
manufacturer  of  glass  and  plastic  con- 
tainers, glass  tubing  and  related 
products  and  machine-made  glass  ta- 
bleware with  headquarters  in  Brock- 
way, Pa.,  reports  record  sales  and 
earnings  in  its  1975  Annual  Report. 
Included  with  the  report  is  a  special 
16-page  study  guide  designed  to  pro- 
vide a  better  understanding  of  the  cor- 
porate annual  report  and  how  business  operates. 
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Binks  Manufacturing 
Company 

Binks  is  a  major  supplier  of  air,  air- 
less and  electrostatic  equipment  for 
spraying  protective  and  decorative 
coatings  and  finishes.  Also,  plural 
component  spray  equipment  for  use 
with  plastics,  urethane  paints  and 
similar  materials.  The  design  and  in- 
stallation of  complete  industrial  fin- 
ishing systems  accounts  for  a  large 
part  of  the  Company's  sales.  Sales  for 
fiscal  1975,  ending  November  30,  were  $53,477,993.  Net  earn- 
ings reached  $3,504,425.  Annual  dividends  totaled  85  cents 
per  share. 

14 
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Buckeye  International, 
Inc. 


1975  was  a  record  year  for  the  Com- 
pany vdth  sales  of  $111,666,000  up 
20  percent  over  1974.  Net  income 
reached  $3,935,000  a  128  percent  in- 
crease over  1974.  Buckeye  Interna- 
tional is  a  diversified  manufacturing 
company  serving  growth  industries, 
including  transportation,  automotive, 
recreation,  construction,  juvenile  and 
infant  products,   mini-computers   and 

micro-processors.     Current    annual    cash    dividend    rate     $.60. 

NASDAQ  symbol  "BEYE". 
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Brass-Craft 

Manufacturing 

Company 


Brass-Craft  manufactures  shut-off 
valves  and  connectors  to  plumbing 
fixtures  and  appliances;  brass  flare 
and  compression  fittings;  stainless 
steel  sinks;  and  the  J'lumb  Shop  line 
of  do-it-yourself  carded  plumbing 
products  sold  in  hardware  stores. 
Brass-Craft  achieved  record  sales  and 
earnings  in  13  consecutive  years  be- 
fore an  interruption  in  1975,  reflecting  the  severe  housing  decline. 
The  company  anticipates  a  resumption  of  growth  based  on  the 
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favorable  outlook  for  1976. 
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Butler  Manufacturing 
Company 

Butler  highlights  for  1975  included 
four  acquisitions,  three  new  plants,  a 
new  foreign  subsidiary,  two  major  fi- 
nancings, an  exceptionally  strong  bal- 
ance sheet,  5.7^  return  on  sales,  and 
14.1%  return  on  equity.  Annual  Report 
details  these,  plus  operations  of  four 
groups— Buildings,  Agricultural  Equip- 
ment, Transportation  Bulk  Handling, 
and  International.  Butler  is  the  leader 
or  among  the  leaders  in  every  mar- 
ket served. 
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Bridger  Petroleum 
Corporation  Ltd. 

Bridger  Petroleum  Corporation  Ltd., 
formerly  Houston  Oils  Limited,  is  an 
oil  and  gas  company  concentrating  its 
exploration  efforts  in  the  search  for 
natural  gas.  Canadian  operations  are 
being  conducted  primarily  in  the 
Province  of  Alberta  while  U.S.  opera- 
tions center  on  the  Mid-Continent 
area.  In  1975  oil  and  gas  revenue, 
after  royalties,  increased  120%  to 
$3,491,961.  Net  profit  was  $589,108. 
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CTS  Corporation 

CTS  Corporation  manufactures  elec- 
tronic components  and  specialty  prod- 
ucts for  both  consumer  and  industrial 
products.  CTS  is  one  of  the  few  elec- 
tronics companies  combining  ( 1 )  a 
strong  growth  record,  (2)  a  proven 
ability  to  internally  finance  growth, 
(3)  a  record  of  continuous  profitabili- 
ty, and  (4)  an  unbroken  history  of 
cash  dividend  payments. 
Sales  Earnings        Per  Share 

Mils.  Per  Share       Dividends 
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1975 

121.0 

1.78 

.50 

1970 

73.9 

.88 

.27 

1965 

58.4 

.92 

.20 

1960 

20.0 

.40 

.13 
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The  Carborundum 
Company 

1975— the  first  time  Carborundum 
weathered  a  recession  without  a  dip 
in  earnings.  Acquisitions  helped.  So 
did  demand  for  energy  conserving 
products,  wear  materials  that  with- 
stand today's  harsh  industrial  pro- 
cesses, blast  cleaning  equipment,  con- 
sumer products,  international  opera- 
tions. We've  got  strong  basic  busi- 
nesses and  good  growth  opportuni- 
ties. At  Carborundum,  we  are  looking 
forward  to  an  exciting  future. 
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Chart  House  Inc. 

As  of  December  31,  1975,  Chart  House 
Inc.,  (the  largest  franchisee  of  Burgei 
King  restaurants),  was  operating  261 
such  restaurants  ( 24  of  which  are  sub- 
franchised);  60  steak  restaurants  (five 
of  which  are  franchised)  under  the 
names  of  "Chart  House,"  "Cork  'N 
Cleaver,"  or  "Bodega"  restaurants; 
and  one  Chart  House  Seafood  Inn,  in 
25  states.  Over  the  past  five  years, 
Chart  House  sales  and  net  income 
have  compounded  at  the  annual  rate 
of  38.5  per  cent,  and  44  per  cent,  respectively,  (33  and  38 
per  cent  when  adjusted  for  pooUng  of  interest  acquisition).  Total 
sales  for  1975  were  $138  million. 
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Carson  Pirie 
Scott  &  Co. 

Carsons  is  one  of  the  nation's  oldest 
retailers  in  one  of  the  world's  busiest 
markets.  S'nce  1971,  we've  increased 
net  earnings  by  207%,  earnings  per 
share  by  208%,  net  sales  by  31%. 
We've  had  four  consecutive  record 
years.  And  we're  still  growing. 


SM 

In  Millions 

^^ 

Sales        Earnings 

EPS 

1975 

$342.0           $8.3 

$3.42 

1974 

332.0            6.9 

2.75 

1973 

314.0             6.5 

2.62 

1972 

289.9            5.3 

2.13 

1971 

260.4            2.7 

1.11 
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Chesebrough-Pond's 
Inc. 

Reaching  each  generation  with  an 
ever  broader  range  of  quality  goods 
at  reasonable  prices  is  a  Chese- 
brough-Pond's  tradition.  This  dedica- 
tion to  the  needs  of  our  primary  con- 
sumer—the family  unit— has  produced 
20  consecutive  years  of  record  op- 
erating results,  with  1975  sales  up 
20  per  cent  and  earnings  ahead  11 
per  cent. 
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Castle  &  Cooke,  Inc. 

Dole  bananas,  pineapple,  mush- 
rooms. Bumble  Bee  seafood.  Sugar. 
Food  products  contributed  83%  of 
1975  operating  earnings.  Balance  from 
real  estate,  manufacturing,  merchan- 
dising. Total  revenues  in  1975  record 
$843-million.  Cash  dividends  paid 
continuously  since  1896.  As  a  result  of 
stock  dividends,  100  shares  purchased 
in  1966  now  are  450  shares. 
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Chieftain  Development 
Co.  Ltd. 

A  growing  gas  and  oil  exploration  in- 
dependent. Chieftain  has  interests 
in  Alberta,  the  U.S.,  the  North  Sea 
and  Australia.  Important  gas  discov- 
eries in  Alberta's  foothills  and  the 
North  Sea  highlighted  1975,  the  Com- 
pany's most  active  year  of  drilling. 
High  levels  of  exploration  activity 
will  be  sustained  in  1976,  with  em- 
phasis on  Alberta  natural  gas  and 
North  Sea  oil  and  gas.  AMEX  Symbol:  CID. 
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Channel  Companies, 
Inc. 


The  Home  Center  Industry  is  pro- 
jected to  grow  from  7  Bilhon  Dollars 
in  1974  to  31  Billion  Dollars  in  1984. 
Channel  has  been  a  pioneer  and  in- 
novator of  Home  Center  merchandis- 
ing since  1950  ...  as  a  specialty  re- 
tailer of  do-it-yourself  products  for 
home  repair  and  decoration.  The 
chain  consisfe  of  twenty  Home  Cen- 
ters and  one  paint-panel  shop  total- 
ing 786,000  square  feet.  Ten  new  units  totaling  250,000  square 
feet  are  scheduled  for  1976  in  New  Jersey  and  Pennsylvania. 
Earnings  per  share  have  grown  at  a  compound  armual  rate  of 
25%  over  the  past  8  years.  NASDAQ  Symbol:  CHNL. 
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Clark  Equipment 
Company 


96 


Clark  Equipment  Company,  a  lead- 
ing manufacturer  of  construction  ma- 
chinery, lift  trucks,  and  axles  and 
transmissions,  had  higher  sales  and 
increased  earnings  on  operations  in 
1975.  Sales  reached  a  record  $1  bil- 
lion, 425  million,  while  income  from 
operations  was  $46.6  million,  equal  to 
$3.43  per  share.  The  company  sells 
on  a  worldwide  basis,  and  reported 
39  per  cent  of  1975  sales  were  outside  the  U.S.  and  Canada. 
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Clark  Oil  & 
Refining  Corp. 

Clark  is  the  largest  independent  re- 
finer/marketer in  the  Midwest.  In 
1975,  sales  reached  $615  million.  The 
company  operates  1,846  service  sta- 
tions, owns  two  refineries  and  has  in- 
terests in  several  common  carrier  pipe- 
lines. Clark  also  manufactures  and 
sells  petrochemicals  and  produces 
some  crude  oil  and  natural  gas. 
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Community  Psychiatric 
Centers 

Community  Psychiatric  Centers  is  en- 
gaged in  two  lines  of  business:  the 
ownership  and  management  of  acute 
psychiatric  hospitals  and  the  develop- 
ment and  operation  of  a  rapidly  ex- 
panding chain  of  artificial  kidney  treat- 
ment  centers.    Amex    symbol:    CMY. 

Earnings  Per  Share  from 

Continuing  Operations 
1970    1971    1972    1973    1974     1975 
$.40     $.49     $.65     $.84    $1.01    $1.27 
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Colt  Industries 

Colt  Industries  is  a  diversified  operat- 
ing company  serving  U.S.  industry 
with  a  broad  line  of  industrial  prod- 
ucts and  specialty  steels.  Sales  in 
1975  topped  the  $1  billion  mark  for 
the  second  successive  year.  Although 
1975  sales  and  earnings  were  down 
from  record  1974  levels,  they  never- 
theless were  substantially  ahead  of 
1973  totals. 
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Financial  Highlights 

Sales  (MiUions) 

Net  Income  (Millions) 

Earnings  Per  Share 


Conrac  Corporation 

Com-ac  Corporation  reported  record 
results  for  1975,  reaching  all-time 
highs  in  sales,  net  income,  per-share 
earnings  and  order  backlogs.  The 
outlook  for  1976  is  also  favorable. 
The  company's  10  manufacturing  di- 
visions in  the  U.S.  and  Europe  pro- 
duce chiefly  electronics  equipment 
serving  the  general  fields  of  commu- 
nications, control  and  information 
display.  The  stock  is  traded  on  the 
NYSE;  symbol  -  CAX. 

1975  1974  1973 

$90.4  $81.1  $69.1 

$3.50  $3.09  $2.83 

$2.60  $2.32  $2.11  24 
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Columbia  Gas 
System,  Inc. 

The  Columbia  Gas  System  is  one  of 
the  largest  natural  gas  systems  in  the 
country,  with  assets  exceeding  $3  bil- 
lion. Its  dividend  rate  was  increased 
in  January  1976,  for  the  14th  con- 
secutive year.  The  1§75  report  de- 
tails the  System's  earnings  results, 
and  its  record  capital  expenditure 
program  and  analyzes  in  a  special 
message  from  Chairman  B.J.  Clarke 
energy  questions  facing  the  nation. 
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Consolidated 
Freightways,  Inc. 

CF  reports  on  a  year  which  saw  a 
dramatic  turnaround  follow  a  deep 
first-half  slump.  The  company  has  the 
nation's  largest  trucking  route  sys- 
tem, serving  42  states  and  5  Canadian 
provinces.  It  is  also  a  leading  manu- 
facturer of  heavy-duty  trucks  and  an 
air  freight  forwarder.  Revenues  in 
1975  were  $631  million.  Listed 
NYSE,  symbol  CNF. 


35 


Commercial  Metals 
Company 


Commercial  Metals  Company's  exten- 
sive domestic  facilities  and  network 
of  overseas  oflBces  enable  it  to  main- 
tain a  position  of  leadership  in  the 
field  of  processing  and  marketing  of 
secondary  and  primary  metals,  fer- 
rous ores,  concentrates,  etc.  The  com- 
pany also  manufactures,  fabricates 
and  distributes  steel  and  copper 
products.  Sales  in  fiscal  1975  were 
H7 1,769,002  with  net  earnings  of  $9,383,033.  CMC,  listed  on 
he  American  Stock  Exchange  since  1960,  has  paid  45  consecu- 
dve  quarterly  cash  dividends  since  1964  and  stocks  dividends  of 
5%,  25%,  20%,  20%,  8%,  10%  and  25%. 

Ob 
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The  Continental 
Corporation 


Fortune  magazine  ranks  The  Con- 
tinental Corporation  as  the  eleventh 
largest  diversified  financial  company 
in  the  United  States.  Among  its  sub- 
sidiaries are  The  Continental  Insur- 
ance Companies,  Diners'  Club,  Cap- 
ital Financial  Services,  National  Life 
of  Canada,  AFCO  Credit  Corpora- 
tion and  Underwriters  Adjusting 
Company.  Continental  has  a  record 
of  uninterrupted  cash  dividends  going  back  to  1853.  In  1976, 
its  aimual  dividend  rate  was  increased  to  $2.80,  up  from  $2.60. 
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Corroon  &  Black 
Corporation 


Corroon  &  Black  is  a  leading  interna- 
tional  insurance   brokerage   organiza- 
tion, with  over  700  employees  in  the 
---■  U.S.    and   an   overseas    affiliate   with 

900    employees.    In     1975    revenues 
reached    $36,975,000,    income   before 
security   transactions    $5,325,000   and 
earnings    per    share    before    security 
transactions     $2.38,     for     compound 
growth  rates  of  14%,  12%  and  12%  re- 
spectively since  1970.  Dividends  are  paid  quarterly  at  a  current 
annual  rate  of  $1.20  per  share.  Corroon  &  Black  will  substantially 
increase  its  brokerage  business  upon  completion  of  a  merger  with 
Synercon  Corporation  on  4/30/76.  Amex  Symbol,  CBL. 
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Dayco  Corporation 


"THE  INVISIBLE  PERFORMER"- 
OUR  PRODUCTS  KEEP  AMERI- 
CAN INDUSTRY  RUNNING.  PRI- 
MARY    EARNINGS     PER     SHARE 

UP 

-1-82%  First  Quarter  1976/1975 
($.51/sh.  vs.  $.28/sh.)» 
^,,  +20%  Fiscal  Year  1975/1974 

($2.57/sh.  vs.  $2.14/sh.) 
Dayco,  a  highly  diversified  manufac- 
turer of  rubber  and  p'astic  products 
'  for    industrial    and    automotive    use, 

was  recently  named  by  Duns  Review  as  one  of  the  200  best- 
managed  U.S.  companies.  Dayco  declared  a  5%  common  stock 
dividend  in  February,  1976.  (NYSE  Symbol-DAY.) 
•To  reflect  5%  common  stock  dividend. 
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Crum  &  Forster 
Insurance  Companies 

A  New  York-based  holding  compa- 
ny with  assets  of  $1.6  billion,  Crum 
&  Forster  owns  all  the  capital  stock 
of  14  property-liability  and  three  life 
insurance  companies.  This  group  of 
property-liability  companies  ranks 
14th  largest  in  the  United  States  and 
is  the  fifth  leading  writer  of  fire  in- 
surance and  ranks  seventh  in  the  na- 
tion in  providing  worker's  compensa- 
tion insurance. 
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Dennison 
Manufacturing  Co. 


1975  Consolidated  Revenues 
$246,522,000 
Stationery  Products  and  Systems  $99.7 
million  (40.4%);  Industrial  Systems 
$42.8  million  (17.4%);  Office  Copiers 
and  SuppUes  $39.4  million  (16%); 
Technical  Papers  $36.2  million 
(14.7%);  Retail  Systems  $28.4  million 
(11.5%).  Net  Earnings:  1st  half 
$2,703,000;  2nd  half  $6,910,000;  to- 
tal year  $9,613,000.  The  4  for  3  Common  stock  split  payable 
March  10,  1976  represents  an  effective  cash  dividend  increase  of 
33%  by  holding  the  March  dividend  at  $.25  per  share.  Retro- 
actively, the  increase  from  1971  is  122%.  -^ 


Damon  Corporation 


Damon  Corporation  is  a  broadly- 
based  service  and  product  company 
involved  principally  in  the  human 
medicine  and  animal  health  markets. 
The  Company  is  a  leader  in  the  medi- 
cal laboratory  services  field,  and  is  in- 
volved in  the  medical  instrumenta- 
tion, animal  health  products  and  di- 
agnostic products  markets.  In  1975, 
Damon's  sales  exceeded  $136  million, 
and  the  Company  maintained  its  tra- 
ditionally   strong    financial    position, 

with  stockholders'  equity  at  record  levels  and  with  a  current 

ratio  of  3.6  :  1. 

39 


Discount  Fabrics,  Inc. 

SIGNIFICANT  GROWTH-from  one 
store  in  1964  to  the  present  chain  of 
sixty-five  stores  operating  in  seven 
Western  states  and  Canada.  Volume 
for  1975  was  $15,694,978,  an  increase 
of  12.6%  over  1974.  Our  expansion 
plans  call  for  opening  a  number  of 
new  stores  by  the  end  of  1976.  Head- 
quarters in  Portland,  Oregon,  Discount 
Fabrics,  Inc.  is  listed  on  the  New 
York  and  Pacific  Coast  exchanges. 
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Day  Mines,  Inc. 

Day  Mines,  Inc.  (AMEX)  is  engaged 
in  mining  silver,  gold,  zinc,  copper 
and  lead,  and  has  undertaken  the 
most  extensive  mineral  exploration 
program  in  its  history.  Two  projects, 
one  which  the  company  is  operating 
and  the  other  in  which  it  has  a  sig- 
nificant interest,  will  enter  the  pro- 
duction stage  during  1976.  The  com- 
pany holds  a  substantial  land  position 
in  Idaho's  Coeur  d'Alene  mining 
district. 
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The  Diversey 
Corporation 
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Diversey  provides  chemical  products 
for  cleaning  and  sanitizing  applica- 
tions in  the  institutional  and  food  and 
beverages  industries  and  other  spe- 
cialty chemicals  for  the  metalwork- 
ing,  paper  and  transportation  indus- 
tries. 1975  sales  (including  50^- 
owned  companies)  $125  million— up 
15%.  Earnings  per  share  $2.00-up 
10%.  Cash  dividends  per  share  $.51— 
up  20%.  AMEX  symbol  DIV. 
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Dynell  Electronics 
Corporation 


I  dL's^y^\\  ,  Sales  Earnings 

cj.:lL  1975  $23,071,864.         $292,302. 

1974  22,202,064.  677,382. 

1973  16,830,744.  740,126. 

1972  14,616,501.  676,557. 

'  1971  10,623,774.  574,553. 

1970  6,514,792.  445,446. 

1969  5,984,635.  379,380. 

'"' """'  During  1974  and  1975  Dynell  invest- 

ed approximately  $1.47  million  and 
2.14  million,  respectively,  in  Company-funded  research  and  de- 
slopment.  Dynell  develops,  manufactures  and  markets  sophis- 
cated  radar,  underwater  detection  signal  and  data  processing 
g[tiipment  and  commercial  navigation  equipment  and  printed 
rcuit  boards.  ^C 


FMC  Corporation 


FMC  reported  a  1975  earnings  gain 
of  34%  on  a  sales  increase  of  11%, 
with  earnings  topping  the  $100  mil- 
lion mark  for  the  first  time  and  sales 
reaching  $2.3  billion.  FMC's  backlog 
of  unfilled  orders  for  machinery  at 
year  end  amounted  to  $1,179  million, 
14%  higher  than  at  the  end  of  1974. 
One  of  the  hundred  largest  U.S.  in- 
dustrials, FMC  manufactures  ma- 
chinery and  chemicals  for  industry 
and  agriculture;  it  operates  140  pro- 
duction facilities  and  employs  46,500  people  in  32  states  and 
12  foreign  countries. 
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Easco  Corporation 

Easco  Corporation  (NYSE),  heavily 
concentrated  in  the  hand  tool  busi- 
ness, reported  its  fifth  consecutive 
year  of  increased  sales  and  earnings. 
Net  income  was  $7,112,000,  or  $2.52 
per  share  on  sales  of  $203.3  miUion. 
Since  1970,  Easco  has  recorded  a 
compounded  annual  growth  of  16%  in 
sales  and  26%  in  earnings  per  share. 
Easco's  major  non-hand  tool  activi- 
ties include  the  manufacture  of  a  va- 
riety of  aluminum  and  industrial 
products. 


46 


Ferro  Corporation 


Ferro  Corporation  achieved  sales  of 
$323.7  million  during  1975.  Earnings 
per  share,  from  continuing  operations, 
were  $3.16.  Ferro  increased  its  divi- 
dend on  common  stock  by  10%  dur- 
ing the  first  quarter  of  1976.  Return 
on  sales,  from  continuing  operations, 
was  4.7%  and  on  average  net  worth 
12.6%.  Ferro,  listed  on  the  NYSE, 
has  manufacturing  facilities  in  18 
countries  throughout  the  world.  The 
company  produces  specialty  chemi- 
cals and  materials  for  a  wide  range  of  industrial  markets. 
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Electronics,  Missiles  & 
Communications,  Inc. 


Electronics,  Missiles  &  Communica- 
tions, Inc.  is  a  manufacturing  compa- 
ny specializing  in  developing  and 
marketing  educational,  as  well  as  com- 
mercial, television  broadcast  equip- 
ment (Tradename:  EMCEE).  Increas- 
ing demand  for  television  utilization 
in  education,  methods  for  distribution 
of  satellite-earth  station  programming, 

.*       and  the  implementation  of  television 

ystems  for  developing  countries  all  provide  excellent  growth 
)otentials  in  both  domestic  and  foreign  markets.  BSE  symbol: 
ECI. 
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First  Arkansas 
Bankstock  Corporation 

Nineteen  seventy-five  marked  the 
"Best  Year  Yet"  in  the  seven  year 
corporate  history  of  FABCO,  Arkan- 
sas' first  and  largest  bank  hold- 
ing company.  Net  income  rose  to 
$2,594,493,  or  $2.50  per  share  in 
1975,  representing  a  22.5%  increase 
over  1974.  Average  assets  grew  10.1% 
in  1975,  average  deposits  9.5%,  and 
average    loans     3.1%.     The     common 

stock  of  FABCO  is  traded  in  the  over-the-counter  market  under 

the  NASDAQ  symbol  of  "FBCO." 
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Evans  Products 
Company 


1975  was  a  year  of  significant  change 
and  positive  performance  for  Evans. 
Moving  forward  from  a  sound  and 
profitable  operating  base,  Evans  plans 
to  emphasize  its  transportation  equip- 
ment manufacturing  and  leasing  busi- 
ness, and  the  retailing  of  building 
materials.  Evans  also  continues  to 
manufacture  and  market  afiFordable, 
single-family  housing;  a  diverse  line 
jf  building  materials;  and  specialty  industrial  products. 


48 


3RBES,   MAY   1,    1976 


Fisher  Foods,  Inc. 

Fisher  Foods  is  a  major  food  retailer 
in  four  of  the  largest  urban  areas  of 
the  United  States— Northeast  Ohio, 
Southern  Ohio,  Greater  Chicago  and 
Greater  Los  Angeles— with  197  food 
stores  and  food  departments.  The 
Company  had  record  sales  of  $1.38 
billion  in  1975  and  earnings  of  $1.99 
per  Common  Share.  Since  present 
management  took  over  in  1965  Fisher 
Foods  sales  have  grown  from  $175 
million  to  $1.38  billion.  NYSE-FHR. 


52 

99 


Flexi-Van  Corporation 

Flexi-Van  Corporation  leases  cargo 
containers,  chassis,  highway  trucks, 
tractors  and  trailers  at  key  locations 
throughout  the  world.  It  also  provides 
specialized  distribution  services.  The 
following  table  illustrates  the  Com- 
pany's continuing  growth  and  profit- 
ability. Compound  Annual  Growth 
Rates  (1967-1975). 
Total  Revenues:  20.9^ 

Lease  Revenues:  37.1% 

Pre-Tax  Income:  29.0% 

Net  Income:  33.3% 

Earnings  Per  Share:  20.2% 

Revenue  Equipment:  37.9% 

Funds  From  Operations:  32.3% 
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Gearhart-Owen 
Industries,  Inc. 

21  years  of  record  sales— 20  years  of 
record  profits.  Principal  corporate  ef- 
forts are  ( 1 )  providing  wireline  ser- 
vices for  petroleum  industry  and  (2) 
manufacturing  wireline  service  equip- 
ment for  sale  to  others.  Also  manufac- 
tures oil  well  completion  tools,  augers 
and  replacement  teeth  and  cable  han- 
dling equipment.  In  the  past  two 
years,  sales  have  increased  107%  and 
ordinary  earnings  per  share  have  increased  258%. 
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Fruehauf  Corporation 

Net  earnings  for  1975  were  up  10% 
over  1974  despite  a  drop  in  sales  of 
17%,  the  latter  a  reflection  of  the  gen- 
eral trend  in  the  Transportation  In- 
dustry. Highlights  of  the  year  includ- 
ed the  introduction  of  a  new  Frue- 
hauf 5-year  warranty  on  products 
manufactured  by  our  Fruehauf,  Liq- 
uid &  Bulk  Tank,  and  Hobbs 
Divisions. 
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General  Cable 
Corporation 

General  Cable  Corporation  is  one 
of  the  largest  independent  wire  and 
cable  producers  in  the  United  States, 
serving  communications,  electric  util- 
ity, industrial,  transportation,  con- 
struction, extractive  and  retail  mar- 
kets. The  company  reported  1975 
net  sales  of  $327  million  and  net 
earnings  of  $21.7  million,  or  $1.52 
per  share.  General  Cable  entered 
1976  with  the  strongest  balance  sheet  in  almost  a  decade. 
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H.B.  Fuller  Company 


The  laboratory  glassware  on  the  cov- 
er of  our  1975  annual  report  symbo- 
lizes the  technical  support  behind 
each  of  our  many  thousand  specialty 
chemical  products.  From  Europe  to 
Latin  America  and  the  Far  East,  H.B. 
Fuller  adhesives  and  chemical  com- 
pounds find  application  in  virtually  ev- 
ery packaging,  processing  and  manu- 
facturing industry.  Through  continued 
product  development  and  market 
expansion,  we  achieved  our  35th  con- 
secutive year  of  sales  growth  in  1975,  with  sales  of  $129  mil- 
lion, and  marked  the  second  best  earnings  performance  in  the 


General  Telephone  & 
Electronics 


company's  history.  NASDAQ  symbol:  FULL. 
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1975  Revenues  and  Sales  of  $5.9  bil- 
hon  were  about  evenly  divided  be- 
tween telephone  operations  and  high- 
ly diversified  manufacturing  opera- 
tions. Over  the  past  five  years,  87% 
of  combined  net  income  from  con- 
tinuing operations  was  derived  from 
telephone  operations  and  telecom- 
munications equipment  manufactur- 
ing operations.  During  the  1970-1975 
period,  earnings  per  share  have  increased  from  $1.93  to  $2.88. 
GTE  dividends  declared  have  increased  in  22  of  the  past  23 
years  and  in  the  1970-1975  period  have  increased  from  $1.52  to 
$1.80.  gg 


Gable  Industries,  Inc. 

Distribution,  Gable's  business,  means 
rapid  modular  growth  without  heavy 
fixed  capital  investment.  In  1975,  80% 
of  Gable's  sales  of  $132,000,000 
came  from  its  nationwide  plumbing, 
heating,  and  industrial  supply  dis- 
tribution business,  and  the  remainder 
from  specialized  construction  subsid- 
iaries. Gable  is  aggressively  expand- 
ing its  43  branch  distribution  opera- 
tion which  was  founded  in  1858. 
NYSE:  GBI. 
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W.R.  Grace  &  Co. 

Although  you  can't  see  it,  the  cover 
of  our  1975  Annual  Report  is  pure 
silver,  commemorating  the  25th 
anniversary  of  Grace's  debut  in  the 
U.S.  chemical  industry.  Today,  the 
Company  ranks  fifth  in  size  among 
the  more  than  500  chemical  firm.s  in 
the  country.  In  the  report,  you  will 
learn  that  W.R.  Grace  &  Co.  had 
the  best  earnings  performance  of  its 
121  years  with  net  income  of  $167 
million,  translating  into  earnings  per 
share  of  $5.31,  up  39%  over  1974. 
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■ci«N=r«n.t**o<.v>c<,p«>>6o.     Gr6dt  Northern 
Nekoosa 

Great  Northern  Nekoosa  Corporation 
is  a  major  paper  manufacturer  and 
distributor.  Our  three  principal  prod- 
uct groups  are  newsprint  and  ground- 
wood  printing  papers,  containerboard, 
and  business  communication  papers. 
We  also  convert  paper  into  envelopes 
and  packaging  products  and  make 
lumber  and  plywood.  1975  sales 
were   $647,117,000.   Net  income  was 

$42,472,000.  Dividend  per  share  of  common  stock  was  $1.80,  vs. 

$1.49  in  1974. 
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Harsco  Corporation 

Harsco  is  a  worldwide  organization 
with  24  diversified  classes  of  products 
and  services  and  with  operations  fall- 
ing into  5  business  segments:  Primary 
Metals,  Construction,  Fabricated  Met- 
als, Defense  and  International.  Harsco 
has  over  200  manufacturing,  distribu- 
tion, and  service  facilities  in  the  U.S. 
and  9  foreign  countries.  In  1975,  sales 
were  $521.6  million,  up  5%  over  the 
prior  year.  Net  income  was  $35.6  mil- 
lion or  $4.04  per  share,  up  40%.  The 
Company's  NYSE  symbol  is  HSC. 
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Grow  Chemical  Corp. 

Grow  Chemical  Corp.  (American 
Stock  Exchange)  is  a  leader  in  the 
new  chemical  coatings  technology  in- 
volving energy  reducing  and  non- 
polluting  coating  systems  for  the  au- 
tomotive, petroleum,  petrochemical, 
aircraft,  marine,  transportation  and 
construction  industries.  Grow  Chemi- 
cal has  declared  its  48th  consecutive 
quarterly  cash  dividend,  paid  April 
30th.  Over  the  past  12  years,  the 
company's  stock  dividends  have  to- 
talled more  than  55%. 
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Harte-Hanks 
Newspapers,  Inc. 

Harte-Hanks  Newspapers,  Inc.  pub- 
lishes 23  daily  and  39  weekly  pub- 
lications in  26  U.S.  markets  and  op- 
erates two  major  market  VHP  net- 
work television  stations.  In  four  years 
as  a  public  company,  EPS  have  dou- 
bled placing  Harte-Hanks  among  in- 
dustry leaders  in  EPS  growth,  and 
revenues  have  increased  85%  to  $91 
million.  (NYSE-HHN.) 
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HON  Industries  Inc. 


HON  INDUSTRIES  has  a  twenty 
year  record  of  growth  at  a  compound- 
ed annual  rate  of  22.2%  in  earnings 
and  20.6%  in  sales.  The  company  has 
paid  dividends  every  quarter  for  over 
twenty  years.  HON  has  four  divisions 
manufacturing  a  broad  range  of  ofiBce 
furniture  and  is  a  leader  in  the  field. 
A  fifth  division  manufactures  materi- 
al handling  equipment.  1975  sales 
were  $85  million  and  net  income  to- 
taled $5.6  milHon.  HON  INDUS- 
TRIES is  a  financially  strong  company  whose  stock  is  traded 
OTC.  NASDAQ  symbol  -  HONI. 
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Hexcel  Corporation 

Through  planned  diversification,  Hex- 
cel has  moved  into  markets  that  are 
growing  at  a  faster  rate  than  the  na- 
tional economy.  In  addition  to  honey- 
comb materials,  our  product  line  now 
includes  specialty  chemicals,  specialty 
resins,  and  fiber  composites.  1975  earn- 
ings increased  9%  to  $2.37  million  on 
sales  of  $54.4  million.  Management  ex- 
pects 1976  to  be  the  seventh  consecu- 
tive year  of  earnings  growth. 
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Frank  B.  Hall 
&  Co.,  Inc. 

Frank  B.  Hall,  a  leading  international 
insurance  broker,  with  60  offices  and 
2600  employees  here  and  abroad,  re- 
ported record  results  in  1975.  Reve- 
nues of  $101,443,000  were  up  15% 
over  1974  revenues  of  $87,863,000. 
Net  income  rose  17%  to  $11,782,000 
or  $1.39  per  share,  compared  with 
1974  net  income  of  $10,078,000  or 
$1.19  per  share.  NYSE  Symbol  FBH. 
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Hillenbrand 
Industries,  Inc. 

Hillenbrand  Industries  (NYSE)  is 
composed  of  two  well-established  in- 
dustry leaders:  Batesville  Casket  Com- 
pany, leader  in  the  burial  casket  in- 
dustry, and  Hill-Rom  Company,  lead- 
er in  the  hospital  patient  room  furni- 
ture and  equipment  industry.  Five 
year  compounded  armual  growth 
rates  have  been  16%  in  net  sales  and 
16%  in  net  income  and  return  on 
For    1975,    sales    were    $126.2    milhon 


and  net  income  was  $12.9  million. 
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House  of  Ronnie,  Inc. 


Year  Sales  EPS 

1976-Six  Months  $19,765,765  $.54 
1975-Year  End  $30,884,083  $.57 
1974- Year  End  $30,296,781  $.68 
1973- Year  End  $28,471,082  $.88 
House  of  Ronnie  has  paid  11  con- 
secutive quarterly  dividends— latest 
quarterly  dividend  increase  to  7J2 
cents  from  5  cents.  House  of  Ronnie, 
Inc.  manufactures  women's  and  chil- 
dren's underwear,  sleepwear,  lingerie 
and  sportswear  under  the  names 
Renee  Lingerie,  Denise  Lingerie,  Bristol  Lingerie,  Julie  Girl 
Loungewear,  Ronnie  Undies,  Ronniejama  and  Ronnietogs.  The 
company  operates  plants  in  Nashville,  Ga.;  Jasper,  Fla.;  Johnson 
City,  Tenn.;  Bristol,  Va.  and  Anniston,  Ala.  (ASE-HRO.) 
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Interlake,  Inc. 

In  Millions 

Sales+        Earnings 

EPS* 

1975        $640.8           $34.4 

$6.3J 

1974          593.8             39.0 

6.91 

1973          426.0             16.8 

2.9$ 

1972          353.6             13.0 

2.1'; 

1971          319.9             12.5 

2.0S 

+Of  continuing  operations 
"Restated  to  reflect  stock  split  in  1975 
1975  was  the  second-best  earning} 
year  in  history  for  Interlake,  Inc.  and 
the  eighth  consecutive  year  for  record 
sales.  Shareholders  benefitted  from  a  three-for-two  stock  split.  Ir 
the  fourth  quarter,  the  dividend  was  hiked  50%  to  an  indicated 
$2  annual  rate.  An  unprofitable  division  was  sold  and  acquisition 
of  a  leading  die-  and  investment-casting  company  was  initiated. 
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Hydrometals,  Inc. 


Hydrometals,  Inc.  (HYD/NYSE)  is 
not  a  metals  company.  We  are,  how- 
ever, a  major  manufacturer,  distribu- 
tor, and  retailer  of  consumer  prod- 
ucts, including  Plumbing  Hardware, 
Hand  Tools,  and  Consumer  Electron- 
ics. Remember  us  by  the  competition 
we  meet— such  as  Masco,  Brass-Craft, 
Stanadyne,  Stanley  Works,  Cooper 
"^Sli'tl^S^  Industries,  Snap-On  Tools,  Easco, 
GTS  Corp.,  Lafayette  Radio,  and  the 
Tandy  Corporation.  Listed  among  the 

Fortune  1,000  largest  U.S.  Industrial  Corporations,  Hydrometals' 

annual  report  may  be  of  interest. 
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International  Bank 

IB  is  an  American  merchant  banl 
patterned  after  the  old  and  famou; 
merchant  banks  of  Western  Europe 
Providing  diversified  services  outside 
the  capabilities  of  commercial  bank- 
ing, IB  is  more  than  a  bank.  In  part 
nership  with  local  managements 
around  the  world,  IB  is  involved  ir 
insurance,  finance,  leasing,  industria 
manufacturing,  real  estate,  oversea* 
banking,  maritime  administration,  in- 
ternational investment  and  manage- 
ment services. 
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lU  International 

lU  International  is  a  diversified  com- 
pany which  had  the  second  best  re- 
sults in  its  51-year  history  in  1975. 
lU  earned  $82.2  million,  or  $2.50  per 
common  share,  on  revenues  of  $1.82 
billion.  Shareholders  received  a  high- 
er per-share  dividend  payout  (85 
cents)  for  the  31st  consecutive  year. 
lU's  six  major  business  areas  are: 
ocean  shipping,  land  transportation, 
distribution  services,  utilities,  indus- 
trial products  and  services,  and 
agribusiness. 
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International 
Multifoods 

International  Multifoods,  Minneapo- 
lis, is  a  broadly-based  food  compa 
ny  with  a  sound  balance  of  domestic 
and  foreign  operations  serving  fout 
markets:  Away-From-Home  Eating 
Consumer,  Industrial  and  Agriculture 
Multifoods  has  had  eight  consecutive 
years  of  increased  earnings  per-share 
at  a  compound  growth  rate  of  bet 
ter  than  15  percent.  Annual  sales  are 
more  than  $800  million. 
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Insiico 

Insilco  Corporation  is  a  diversified 
manufacturer  serving  three  principal 
markets:  Home  Products,  Consumer 
Products  and  Commercial  Products. 
Through  its  three  operating  divisions, 
Insilco  is  a  major  factor  in  the  do-it- 
yourself  home  building  and  paint  mar- 
kets, tableware,  office  accessories, 
yearbook  publishing,  electronics  and 
metal  parts.  Detailed  discussions  of 
these  businesses  can  be  found  in  ap- 
—  propriate  sections  of  the  Annual  Re- 

port. Sales  in  1975  were  $332,771,000  and  net  earnings  were 
$14,728,000. 
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Insilco 


Iowa  Electric  Light 
and  Power  Company 

A    substantial     increase    in     earnin 
made   1975  a  very  definite  "year   i; 
improvement"  for  Iowa  Electric  Light 
and  Power  Company.   Earnings  were 
$1.32   per   common    share,    comparer 
with  57   cents   in    1974.   The   Duam 
Arnold  Energy  Center,  a  nuclear  sta- 
tion, was  available  for  operation  8(' 
of   the    time    in    1975,    the    first    iv 
year  of  operation. 
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Iowa  Power 

Consecutive  dividend  payments  have 
been  made  since  1909.  In  1975,  total 
revenues  were  a  record  $163  million. 
Earnings  per  average  common  share 
for  1975  reached  $3.18  compared  to 
$2.91  in  1974.  The  annual  dividend 
rate  on  common  stock  was  increased 
from  $1.84  per  share  to  $2.00  in  late 
1975.  Iowa  Power  serves  more  than 
209,000  electric  and  127,000  gas 
customers  in  a  5,600  square  mile  area 
of  central  and  southwestern  Iowa. 
The  state's  agriculturally  oriented  economy  composed  of  farm- 
ing, and  farm  related  industries,  helps  assure  steady  employ- 
ment, solid  purchasing  power,  and  one  of  the  nation's  lowest 
unemployment  rates.  NYSE  Symbol:  lOP. 
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Kaiser  Steel 
Corporation 

1975  net  earnings  were  $80.2  million 
(  $11.23  per  share),  compared  with  re- 
stated 1974  net  earnings  of  $66.8  mil- 
lion ($9.49  per  share).  1975  sales 
were  $724.8  million  compared  with 
restated  1974  sales  of  $654.5  million. 
Kaiser  Steel's  record  earnings  were  at- 
tributable largely  to  its  second  most 
profitable  year  for  domestic  opera- 
tions, record  earnings  in  Kaiser  Re- 
sources Ltd.  and  improved  earnings  in  Hamersley  Holdings  Lim- 
ited. Preliminary  work  has  begun  on  the  $200-million.steelmaking 
modernization  at  the  Fontana,  California  mill. 
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Jefferson-Pilot 
Corporation 

Over  91%  of  JefFerson-Pilot's  income  is 
from  two  major  life  insurance  com- 
panies, Jefferson  Standard  and  Pilot. 
Other  sources  include  radio,  televi- 
sion, newspapers,  casualty  and  title 
insurance.  Earnings  gains  averaged 
13%  compounded,  for  the  past  six 
years.  1975  marked  the  seventh  con- 
secutive year  of  increase  in  cash  divi- 
dends paid.  Cash  dividends  every 
year  since  1913.  Listed  NYSE,  MSE. 
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Kar  Products,  Inc. 

Kar  serves  the  maintenance  needs  of 
41,000  customers  for  fasteners  and 
other  small  expendable  parts,  hard- 
ware and  shop  supplies.  A  national 
company  based  in  Des  Plaines,  111., 
Kar  distributes  more  than  12,000  items 
through  five  distribution  centers.  410 
"fastening  systems  specialists"  sell  the 
Kar  line  and  service  to  heavy  duty 
fleets,  auto  dealers  and  service  cen- 
ters, industry,  institutions,  utilities,  and 
government  installations. 
1975  1974  %  Gain 

29,678,998         25,955,182         14.3 
2,659,202  2,246,099         18.4 

1.53  1.30         17.7      82 


Justin  Industries,  Inc. 


Justin  Industries  moved  strongly  for- 
ward in  1975— in  spite  of  difficult  eco- 
nomic conditions— to  achieve  its  fifth 
earnings  increase  in  the  six  years  un- 
der present  management.  Net  income 
totaled  $3,076,000  on  net  sales  of 
$69,393,000.  Justin  is  a  carefully  man- 
aged, diversified  industrial  company, 
with  quality  leadership  in  each  of  its 
products.  Its  three  major  lines  are 
building  materials  (the  largest  pro- 
ducer of  face  brick  in  the  United 
States);  western  and  outdoor  products  (primarily  boots);  and 
water  cooling  systems  (ceramic  cooling  towers  and  spray  cool- 
ing systems).  Headquartered  in  the  Southwest,  Justin  sells 
throughout  the  world.  NASDAQ  symbol  "JSTN".  79 
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dividends  have  been 


Kewanee  Industries, 
Inc. 

Net  earnings  of  $27.7  million  and 
revenues  of  over  $361  million  repre- 
sent an  all  time  high  for  this  inde- 
pendent oil  and  gas  production  com- 
pany with  major  operations  in  chemi- 
cals via  The  Harshaw  Chemical 
Company  and  the  Millmaster  Onyx 
Group.  Kewanee  has  a  24%  interest  in 
Westmoreland  Resources,  a  coal 
partnership  in  Montana.  Consecutive 
paid  since   1890.   AMEX  symbol:    KOC. 
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KDI  Corporation 


traded 


KDI  Corporation  reported  1975  sales 
of  $120.2  million,  compared  wdth 
$124.5  million  in  1974.  Net  income 
for  1975  was  $2.7  million,  compared 
vidth  $5.4  milHon  in  1974.  KDI  has 
25  companies  engaged  in  svvdmming 
pool  construction  and  marketing, 
electronic  components  manufacturing, 
motion  picture  film  distribution, 
chemical  distribution  and  scientific 
educational  materials.  There  are  over 
11,000  stockholders.  The  stock  is 
OTC  and  quoted  by  NASDAQ,  the  symbol  is  KDI  C. 
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1975 

Knisht-Ridder 
Annual  Report 


Knight-Ridder 
Newspapers,  Inc. 

Knight-Ridder  Newspapers,  Inc.,  with 
1975  revenues  of  $593  milUon,  op- 
erates 33  dailies  coast  to  coast  in  vari- 
ous-sized markets  that  collectively  ex- 
ceed the  U.S.  growth  average.  Com- 
pany is  committed  to  producing  high 
quality  newspapers  and  solid,  long- 
term  earnings  growth.  Major  news- 
papers include  Detroit  Free  Press,  Mi- 
ami Herald,  Philadelphia  Inquirer,  St. 
Paul  Pioneer-Press,  San  Jose  Mercu- 
ry-News. 
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Koppers  Company,  Inc. 

Koppers  1975  performance  demon- 
strated its  ability  to  produce  consis- 
tent earnings  growth  in  a  slowed 
economy.  Earnings  rose  22%,  sales 
topped  $1  billion,  return  on  share- 
holders equity  hit  17.8%  and  the  com- 
mon dividend  was  increased  for  the 
fourth  consecutive  year.  Koppers  di- 
versified growth  objectives  have  pro- 
duced a  14%  compounded  average  an- 
nual growth  in  earnings  since  1965. 
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The  Lamson  & 
Sessions  Co. 


1975 
$89.6 
4.0 


1974 
$126.1 
9.6 


Sales  (000)' 

Net  Earnings  (000) 

Net  Earnings 

Per  Share  2.25         5.44-f 

Dividends  Paid 

Per  Share  '  1.00  .85-f 

*  From  continuing  operations. 
+  Adjusted  for  10%  and  15%  share  divi- 
dends declared  in  April  and  Decem- 
ber, 1974.  Founded  in  1866,  Lamson  &  Sessions   (NYSE)  is  a 
major  producer  of  standard  and  special  industrial  and  aerospace 
fasteners,  special  machinery  and  custom  automation  equipment. 
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Lenox,  Incorporated 


Lenox  reports  record  gains  for  1975, 
with  sales,  of  $123,163,000  and  net 
income  from  continuing  operations  of 
$7,710,000,  increases  of  30%  and  20% 
respectively.  Lenox  is  a  leading  United' 
States  manufacturer  of  quality  dinner- 
ware,  crystal,  jewelry  and  a  broad  line 
of  other  tabletop  and  related  prod- 
ucts. The  annual  dividend  rate  on  the 
Common  Stock  was  raised  to  840  per 
year  in  March  of  1976.  Lenox  (LNX 
on  the  New  York  Stock  Exchange) 
shareholders  can  automatically  reinvest  their  dividends  in  ad- 
ditional Lenox  stock. 
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The 

Limited  Stores, 

Inc. 


Net  Sales 
Net  Income 
EPS 


The  Limited  Stores,  Inc.  is  a  Colum- 
bus based  chain  of  94  fashion  special- 
ty stores  for  women.  Stores  are  locat- 
ed primarily  in  regional  shopping  cen- 
ter malls  in  31  major  cities  and  18 
states.  Stores  feature  fashion  sports- 
wear and  an  array  of  related  mer- 
chandise in  an  exciting  atmosphere. 
1st  half  of  '76         Fiscal  '75  Fiscal  '74 

$34,918,400  $39,540,500  $25,983,200 
$  2,592,000  $  2,193,100  $  1,528,200 
«  97        $  .82*      $  .57* 


'EPS  for  1975  adjusted  to  reflect  Oct.  1975,  2-for-l  split.       90 


Lawson  Products,  Inc. 


For  the  eighth  consecutive  year.  Law- 
son  Products  in  1975  achieved  record 
earnings  and  sales.  Earnings  rose 
22.3%  to  $3,935,546  on  a  16%  sales 
increase  to  $38,696,378.  Net  per 
share:  $1.19  vs.  $.98  in  1974.  Earn- 
ings growth:  34.7%  compounded  an- 
nual rate  since  1970.  Lawson  na- 
tionally distributes  over  12,000  ex- 
pendable maintenance,  repair  and  re- 
placement parts,  chemicals,  electrical 
and  shop  supphes  for  the  industrial, 
«>,.«-«»■  heavy   duty   equipment   maintenance, 

in-plant  and  building  maintenance  and 
transportation  fields.  Traded:  OTC.  NASDAQ  Symbol:  LAWS. 
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Corporation  of 

a  North  America 
Liquid  Air  Corporation  of  North 
America  is  a  principal  producer  and 
distributor  of  industrial  gases  and 
welding  products  in  North  America 
and  also  has  operations  in  Brazil.  Our 
U.S.  Divers  Co.  subsidiary  manufac- 
tures and  markets  the  Aqua  Lungr" 
,v««i»tK«,3^.  Ij^g    Qf    jjyj^g    equipment.    In    1975, 

the  Corporation's  consolidated  sales 
were  $215.8  million  and  net  earnings  were  $16.2  million.  Liquid 
Air  shares  are  traded  over  the  counter. 
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Leaseway 
Transportation  Corp. 

This  major  physical  distribution,  mo- 
tor truck  transportation  and  leasing 
company  again  set  new  records  in 
both  revenues  and  earnings  in  1975. 
Revenues  were  $490  million,  and  net 
earnings  reached  $21.7  million,  or 
$2.91  a  share,  up  21%  from  1974.  Re- 
turn on  equity  was  23%  and  has  ex- 
ceeded 20%  throughout  the  past  five 
years.  Cash  dividends  increased,  and 
issued,    for    the    fifth    consecutive    year. 
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Long  Island 
Lighting  Company 

LILCO's  1975  earnings  were  a  year- 
end  record  $2.31  per  share.  The  an- 
nual dividend  rate  on  the  common 
stock  was  raised  to  $1.56  in  March 
1976.  The  dividend  rate  has  been  in- 
creased in  each  of  the  last  18  years, 
except  in  1974.  LILCO  shareown- 
ers  can  automatically  reinvest  their 
common  dividends  in  new  LILCO 
stock  at  no  additional  cost.  The  com 

pany  supplies  electric  and  gas  energy  in  a  service  area  with  ;i 

population  greater  than  that  in  each  of  25  states. 
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lydall,  inc. 


Impressive  earnings  growth  continued 
to  characterize  Lydall's  performance 
in  1975.  Profits  increased  65%,  ad- 
vancing for  the  fourth  consecutive 
year.  Dividends  were  increased  50%. 
This  $26  million  manufacturer  of  en- 
gineered fiber  materials  and  metal 
and  fiber  components  is  the  leader  in 
nearly  70%  of  its  markets. 
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Net  sales 
Net  income 
Earnings  per  share 
Average  shares  outstanding 


Martin  Processing, 
Inc. 

Martin  Processing,  which  develops 
and  markets  yam  and  film  products 
and  processing  machinery,  made  sig- 
nificant progress  in  1975.  The  com- 
pany achieved  record  sales;  increased 
its  production  capacity;  and  advanced 
its  diversification  through  new  process- 
ing technology  for  carpet  yams  and 
other  applications  and  the  start-up  of 
a  machinery  division. 

1975  1974 

$94,079,000  $91,173,000 

$  6,810,000  $  6,626,000 

$  3.46  $  2.31 

1,966,853  2,867,361        97 


leader  in  footwear,  hand 

on  the  AMEX  -  Symbol  MDO 


McDonough  Co. 

Seven  Consecutive  Record  Years 
For  the  year  ended  January  31,  1976, 
McDonough  Co.  again  achieved  new 
record  results. 

Net  Sales  $284,584,000  up  7% 

Net  Earnings  $13,371,000  up  27% 
Earnings  Per  Share  $3.40  up  26% 

Dividends  Per  Share  $.65  up  24% 

During  the  past  seven  years  earn- 
ings per  share  have  more  than  tri- 
pled-from  $.93  to  $3.40.  Multi-line 
and  diversified,  McDonough  Co.  is  a 
tools,  and  building  materials.  Traded 
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Masco  Corporation 

Masco  manufactures  faucets  and  oth- 
er residential  and  home  improvement 
products;  personal  communications 
and  other  specialty  products;  and 
cold  extruded  and  other  components 
for  industry.  By  establishing  propri- 
etary leadership  positions  in  markets 
with  above-average  growth  potential 
and  providing  superior  value  to  cus- 
tomers, Masco  has  achieved  increased 
earnings  for  nineteen  consecutive 
years. 
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MCD  Holdings,  Inc. 

COMMUNITY  DEVELOPMENT 
RECREATION 
EDUCATION 

MCD  experienced  modest  improve- 
ment in  the  last  half  of  1975.  For  the 
year  ended  Sept.  30th  1975,  gross 
revenues  were  $21,282,992  and  net 
income  of  $1,728,456.  There  is  an 
increasing  demand  for  housing  and 
MCD  is  already  in  stride  to  meet  the 
need.  We  are  well  into  some  new 
projects  in  housing  and  recreation  and 
our  school  enrollment  is  on  the  up- 
swing. 
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Oscar  Mayer  &  Co. 

Oscar  Mayer  &  Co.  is  nationally  rec- 
ognized for  its  leadership  in  food 
processing,  particularly  family-con- 
venience meat  products,  and  in  the 
research  and  development  of  modem 
packaging  methods.  In  fiscal  1975, 
sales  were  $1,054,643,000  and  earn- 
ings were  $26,951,000.  For  the  first 
quarter  of  fiscal  1976,  sales  were 
$262,399,000  and  earnings  were 
$5,227,000,  compared  to  $244,981,000 
in  sales  and  $5,371,000  in  earnings 
for  the  first  quarter  of  1975.  NYSE 
symbol  is  OMC. 
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Marsh  &  McLennan 
Companies,  Inc. 

Marsh  &  McLennan  Companies,  Inc., 
provides  a  broad  range  of  insur- 
ance brokerage,  employee  benefits, 
and  management  services  to  corpora- 
tions and  individuals  through  its  prin- 
cipal subsidiary  companies.  Record 
highs  were  achieved  in  1975.  Rev- 
enues grew  14%  to  $286.4  million, 
net  income  grew  11%  to  $38.8  mil- 
lion and  earnings  per  share  up  11%  to 
$2.86.  Dividends  totaled  $1.65,  a  14% 
increase  over  1974. 
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The  Mead  Corporation 

Mead  recorded  1975  net  sales  of 
$1,244,637,000.  Net  earnings  of 
$52,778,000  or  per  share  earnings  of 
$3.07  were  second  only  to  1974's  rec- 
ord. Mead  employs  24,000.  Over  70 
U.S.  plants  and  operations  world-wide 
produce  lumber,  pulp,  paper,  paper- 
board,  containers,  packaging,  school/ 
office  supplies,  furniture,  castings, 
pipe,  and  coal. 
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Medenco,  Inc. 

MEDENCO,  INC.,  steadily  growing 
name  in  the  health  services  field,  pro- 
duced seventh  straight  year  of  record 
results  in  1975.  Earnings  rose  32%  to 
$1.25  per  share  on  a  23%  rise  in  net 
income  to  $2.3  million.  Net  revenues 
advanced  29%  to  $61  million.  Expand- 
ing Medical  Division  currently  op- 
erates and  provides  services  to  33 
hospitals  in  seven  states.  Dental  Divi- 
sion presently  operates  21  dental 
laboratories  in  18  states.  AMEX  svm- 
bol:  MDX. 
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MITE  Corporation 

MITE  Corporation  (AMEX)  is  a 
manufacturer  of  industrial  fasteners 
and  hardware,  time  recorder  equip- 
ment and  precision  machine  prod- 
ucts. While  sales  and  earnings  in  the 
fiscal  year  ended  February  29,  1976' 
were  adversely  affected  by  the  se- 
vere nationwide  recession,  MITE 
continued  to  show  strong  operating 
results  and  further  strengthened  its  fi- 
nancial position.  Based  on  the  gen- 
eral   economic    recovery    now    under 

way,    the   company   expects    improved   operating   results   in    the 

current  fiscal  year. 
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Media  General,  Inc. 

Media  General  is  a  $171  million  com- 
munications company  that  ranks  fifth 
in  net  income  among  publicly-owned 
newspaper  companies  in  the  U.S.  In 
1975  both  revenue  and  net  income 
reached  new  record  highs  for  the  8th 
consecutive  year,  with  revenue  in- 
creasing 18.3%  and  net  income  in- 
creasing 58.3%;  return  on  equity  av- 
eraged 15.1%.  Over  the  past  decade, 
revenue  has  gained  at  a  compound 
annual  rate  of  21.1%,  with  net  income 
at  19.9%.  AMEX  Symbol:  MEG.A. 
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Mohasco  Corporation    ^ 

Largest  manufacturer  of  furniture— 
BarcaLounger,  Chromcraft,  Futorian, 
Liberty,  Monarch,  Peters-Revington, 
Ranger,  Trend  Line;  also  Super  Sag- 
less,  metal  components  for  furniture. 
Second  largest  in  carpeting— Alexan- 
der Smith,  Firth,  Mohawk.  Also  en- 
gaged in  distribution  (William  Volker 
and  others)  and  furniture  rental 
(Cort).  1975  sales  $560-million;  net 
per  share  $1.54,  vs.  890  in  1974. 
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Merchants,  ha 
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Report 


Merchants,  Inc. 

Merchants,  Inc.  is  a  holding  company 
with  subsidiaries  engaged  in  the  mo- 
tor carrier  transportation  of  general 
commodities,  bulk  petroleum  and 
building  material  products,  and  in 
the  manufacture  of  chain-link  fenc- 
ing and  related  products.  Revenues 
for  1975  were  $96,970,000  and  net 
income  was  $5,987,000,  or  $2.75  per 
share.  NASDAQ  symbol:  MRCH. 
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Morrison-Knudsen 
Company,  Inc. 

Morrison-Knudsen  is,  by  design,  a 
constructive  force.  This  worldwide  or- 
ganization engages  in  all  types  of  en- 
gineering and  construction,  in  addi- 
tion to  mining  coal,  coating  and  lay- 
ing petroleum  pipelines,  developing 
commercial  real  estate,  remanufac- 
turing  railroad  locomotives,  and  co- 
owning  a  major  shipyard.  Earnings  in 
1975  increased  17%  to  a  record  $3.98 
per  share.  Stockholders'  equity  at  year-end  was  $103-million, 
and  contract  backlog  was  in  excess  of  $l-billion.  NYSE  (MRN). 
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Mississippi  River 
Corporation 


f  _-  Involved  in  the   railroad,   natural   gas 

=^  ^~  transmission  and  exploration  and  port- 

§  '        __  land  cement  industries,   MIS    (NYSE 

E  ~"  symbol)  earned  $49.3  million  in  1975 

f:  compared   to   $44.5    million   in    1974. 

%  Operating  revenues  in  1975  were  $1.1 

=v .      billion.  Earnings  per  share  were  $5.28 

primary   and   $4.79   fully   diluted.   In 
comparison,    1974  earnings   per  share 
were   $4.92  primary  and   $4.82   fully 
diluted.  Subsidiaries  include  the  62%  owned  Missouri  Pacific  Sys- 
tem, one  of  the  country's  strongest  railroads  serving  twelve  states 
in  the  midwest  and  southwest. 
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Munford,  Inc. 

1975  was  the  sixth  straight  year  of  im- 
proved earnings  for  Munford,  Inc. 
Sales  increased  20%  to  $273.2  million 
while  net  earnings  increased  10%  to 
$4.3  million.  Earnings  were  $1.63  per 
share.  During  the  third  quarter,  Mun- 
ford, Inc.  acquired  Farmbest  Foods, 
Inc.,  a  major  dairy  processor  in  tli( 
Southeast.  Munford,  Inc.  also  operad  - 
convenience  food  stores,  rcfrigcrateii 
warehouses,  import  gift  stores  and  ice 
manufachiring  plants. 
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NL  Industries,  Inc. 

NL  Industries,  Inc.,  is  an  international 
supplier  of  materials  and  services  to 
industry  with  annual  sales  of  over  $1 
billion.  NL's  diverse  activities  include 
performance  chemicals,  engineered 
products,  energy-related  operations 
and  specialty  metals  which  serve 
worldwide  markets  of  paint,  petro- 
leum, electronics,  plastics,  nuclear, 
railroad,  automotive  and  aerospace. 
NL  has  paid  dividends  on  its  common 
stock  for  70  consecutive  years. 
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Northern  Natural 
Gas  Company 

Northern  Natural  operates  a  20,000 
mile  natural  gas  pipeline  system,  dis- 
tributes natural  gas  in  320  communi- 
ties, conducts  one  of  the  nation's 
largest  integrated  liquid  fuels  opera- 
tions and  is  a  major  producer  and 
marketer  of  petrochemicals.  In  1975 
Northern  had  revenues  of  $1.1  bil- 
lion, net  income  of  $131  million  and 
earnings  per  share  of  $5.80,  all  new 

records.  Northern  anticipates  it  will  achieve  continued  growth 

in  earnings. 
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National  Distillers  and 
Chemical  Corporation 

A  leader  in  petrochemicals,  liquors, 
wines,  metals,  and  blankets,  NDCC 
operations  are  world-wide.  Common 
dividends,  up  56%  in  less  than  2  years, 
are  now  at  a  $1.40  annual  rate.  Our 
report  indicates  the  outlook  for  our 
five  operating  divisions— U.S.  Chemi- 
cals, National  Distillers  Products, 
Bridgeport  Brass,  Almaden  Vineyards, 
and  Beacon  Manufacturing.  NYSE 
symbol  is  DR. 
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Oakite  Products,  Inc. 


Supplier  of  chemical  specialty  prod- 
ucts to  industry  since  1909,  Oakite 
markets  over  300  formulations  for: 
cleaning,  surface  treating,  protecting 
and  decorating  metals;  sanitizing 
equipment  and  plant  environment; 
conditioning  and  treating  cooling  wa- 
ter and  controlling  pollutants  in  ef- 
fluent. Contract  cleaning  division, 
Oakley  Service  Company,  provides 
complete  chemical  cleaning  service 
to  industrial  plants,  installations.  Oak- 
ite sales,  earnings  and  dividend  all  were  up  for  '75.  Consecu- 
tive quarterly  dividends  paid  since  1934.  NYSE  symbol  OKT. 
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Niagara  Share 
Corporation 

A  diversified  closed-end  investment 
company  whose  primary  objective  is 
growth  of  capital  from  common  stock 
investments.  Superior  long-term  rec- 
ord and  low  portfolio  turnover.  Direct- 
ly managed  by  its  officers  and  direc- 
tors, who  are  substantial  shareholders. 
Shares  eligible  for  Keogh  and  Individ- 
ual Retirement  Trusts.  47th  Annual 
Report  includes  investment  policies, 
distribution  options  and  investment 
results.  Listed  on  NYSE. 
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Ogiivy  &  Mather 
International 

This  international  advertising  agency, 
with  offices  in  29  countries,  reported 
net  profits  up  for  the  fourteenth 
consecutive  year.  Revenues  were 
$98,229,000,  up  11.9  percent,  and 
earnings  were  $3.14  per  share,  com- 
pared with  $3.05  per  share  in  1974. 
OMI  is  the  sixth  largest  advertising 
agency.  In  the  past  five  years  earn- 
ings have  more  than  doubled.  Divi- 
dends are  now  being  paid  at  an  armual  rate  of  $1.16  per  share 
and  have  been  increased  annually  for  the  past  ten  years.  Traded 
OTC:  NASDAQ  symbol  OGIL. 
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North  Central 
Airlines,  Inc. 


North  Central  Airlines  has  the  best 
record  for  sustained  financial  perfor- 
mance among  regional  carriers,  op- 
erating profitably  for  21  of  the  last 
22  years.  It  has  more  retained  earn- 
ings—$31  million— than  all  other  re- 
gional airlines  combined.  NCA  earned 
$5.2  million  ($.43  per  share)  in  1975, 
and  set  new  company  records  with 
$163.6  million  in  revenues  and  4.6 
million  passengers.  Long-term  debt  to  equity  ratio  was  .91  to  1.  In 
1976,  the  fourth  consecutive  annual  cash  dividend  was  paid.  The 
airline  was  recently  recommended  by  CAB  law  judges  for  two  new 
nonstoproutes— Detroit-BostonandChicago-NewOrleans.        -  - /> 
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O'Neal,  Jones  & 
Feldman,  Inc. 

OJF  manufactures  and  markets  na- 
tionally via  their  detailmen  and  med- 
ical journal  advertising,  a  group  of 
specialty  ethical  pharmaceutical  prod- 
ucts. They  are  in  their  eighth  year  of 
operations.  In  March  of  1976,  OJF 
purchased  certain  assets  of  Cole  Phar- 
macal  Inc.,  which  provided  OJF  with 
key  products,  plus  additional  manu- 
facturing facilities.  Cole's  unaudited 
sales  for  the  12  months  ended  February,  1976  were  approxi- 
mately $1,668,000.  OJF's  sales  and  earnings,  respectively,  for  the 
last  two  years  ended  Oct.  31,  were:  1974-$3,832,000;  $295,000 
and  1975-$4,584,000;  $376,000.  NASDAQ  Symbol:  OJFC.  jjg 
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otter  Tail  Power 
Company 

In  1975  Otter  Tail's  revenues  were 
$57,147,000,  up  21.4  percent  from 
1974  revenues  of  $47,062,000.  Net 
income,  however,  was  down  7.4 
percent,  from  $6,714,000  in  1974  to 
$6,216,000  in  1975.  Earnings  per 
common  share  were  $1.95  in  1975, 
compared  to  $2.43  in  1974.  Otter  Tail 
serves  more  than  112,000  customers 
in  a  50,000  square-mile  area  in  Min- 
nesota and  the  two  Dakotas. 
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Pennsylvania  Power  & 
Light  Company 


Pennsylvania  Power  &  Light  Com- 
pany (PP&L)  supplies  electricity  to 
918,000  homes  and  businesses  in  a 
10,000  square  mile  area  in  central' 
eastern  Pennsylvania.  With  a  strong 
generating  capacity  and  fuel  position 
(approximately  92  per  cent  of  gen- 
eration from  coal-fired  units,  and  a 
nuclear  plant  under  construction) 
PP&L  continues  to  be  a  net  supplier 

to  the  Pennsylvania-New  Jersey-Maryland  Interconnection,  one 

of  the  world's  largest  power  pools. 
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Overly  Manufacturing 

Sales  of  this  privately  held  manu- 
facturer of  blast,  acoustical  and  other 
severe  service  doors  and  monumen- 
tal architectural  metal  work,  such  as 
pools  and  roofs,  were  $10.1  million 
in  1975,  second  highest  level  in  com- 
pany's 87-year  history,  while  pre-tax 
income  reached  record  levels.  Charts, 
graphs,  audited  statement  and  12- 
page  narrative  describe  and  discuss 
firm's  lines  of  business  and  capital  in- 
vestment program. 
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1976 
1975 
1974 
1973 


Net  Sales 

$I90.7M 

159.9 

128.5 

108.6 


Penn  Traffic  Company 

Sales  and  earnings  for  the  fiscal  year  l 
ending  January  31,  1976  again 
reached  record  highs.  Penn  Traffic 
Company  operates  33  superinarkets, 
3  department  stores,  3  combination 
food-department  store  units  and  a 
large  dairy  plant.  All  units  are  in 
Western  Pennsylvania  with  the  excep- 1 
tion  of  6  supermarkets  in  Ohio.  ( ASE 
symbol  PNF. ) 


Four  year  Summary: 

Earnings  EPS  Dividends 

S4.2M  $4.84  $1.05 

2.9  3.39  .95 

2.4  2.73  .85 

1.9  2.16  .80 
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Overseas  Shipholding 
Group,  Inc. 

OSG  is  a  major  bulk  shipping  com- 
pany operating  in  both  the  U.S.  and 
world  wide  shipping  markets.  The 
Company's  record  of  steady  earnings 
growth,  and  its  prospects,  derive 
mainly  from  an  established  policy  of 
long-term  chartering  and  a  prudent 
fleet  expansion  program.  OSG's  finan- 
cial strength  and  the  continuing 
growth  of  its  fleet  provide  a  solid 
foundation  for  the  future. 
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Peoples  Gas  Company 

Chicago-based  holding  company  with 
four  operating  subsidiaries  engaged  in 
exploration,  production,  transinission, 
storage  and  distribution  of  natural 
gas.  Pipeline  transmission  subsidiary 
operates  in  12  states  and  serves  14 
million  people;  distribution  compa- 
nies serve  Chicago  and  northeastern 
Illinois.  Total  assets  exceed  $2.1  bil- 
lion. Cash  dividends  paid  each  con- 
secutive quarter  since  1939.  Current 
annual  rate-:  $3.00.  Listed  New  York 
and  Midwest  Exchanges.  Ticker  sym- 
bol: PGL. 
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Pacific  Power 
&  Light  Company 

1975  revenues  from  electric,  tele- 
phone and  water  and  steam  customers 
were  $301,495,000,  up  22.7«;  Net  In- 
come was  $72,444,000,  up  .33.84^.; 
Earnings  per  Common  Share  were 
$2.30,  up  270.  Quarterly  Dividend  on 
Common  is  42J20.  PP&L  owns  exten- 
sive coal  reserves  in  Wa.shington, 
Montana  and  Wyoming  for  its  fuel 
needs. 
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Philadelphia  Electric 
Company 


All  inve.stor-owncd  utility  providing 
electric,  gas  and  steam  service  to  a 
population  of  approximately  3,900,000 
in  a  2475-square-miIc  territory  in 
southeastern  Pennsylvania  and  north- 
eastern Maryland. 

—Dividends  paid  yearly  since  1902. 
—More  than  $4.4  billion  invested  in 
electric,  gas  and  steam  facilities. 
—Outlays  of  an  additional  $437  mil- 
lion scheduled  for  expansion  and  improveuK'nt  during  1976. 
—Nuclear  generation,  as  a  percent  of  total  kilowatt-hour  output, 
increa.sed  from  6.4%  in  1974  to  161  %  in  1975  and  is  .xiicet.d  to 
i)e  approximately  22*  in  1976.  .■  nyi 
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Pinkerton's,  Inc. 

Pinkerton's,  Inc.,  the  nation's  oldest 
and  largest  security  firm,  continued  to 
increase  its  revenues  and  earnings  in 
1975.  Revenues  increased  4.4  per  cent 
to  $201,527,000,  exceeding  $200  mil- 
lion for  the  first  time;  net  income 
rose  10  per  cent  to  $7,759,000;  and 
earnings  per  share  were  $2.80,  com- 
pared to  $2.54  the  previous  year. 
Now  in  its  126th  year,  Pinkerton's  op- 
erates over  100  fully  staffed  oflSces 
in  the  United  States  and  Canda. 
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Puget  Sound  Power  & 
Light  Company 

An  investor-owned  utility  providing 
electricity  for  over  1  million  people 
in  the  State  of  Washington,  serving  a 
nine  county  area  principally  in  the 
Puget  Sound  region.  Residential  reve- 
nues account  for  54%  of  total  reve- 
nues. Gross  utility  plant  of  more  than 
$785  million.  In  1975  operating  reve- 
nues of  $162.9  million  with  net  in- 
come of  over  $28.3  million  or  $4.60 
per  average  share  of  common  stock. 
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Pope  &  Talbot,  Inc. 


1975-Pope  &  Talbot's  126th  year  of 
continuous  operation  and  one  of  the 
most  challenging,  yet  rewarding  years 
in  the  company's  history.  Pope  &  Tal- 
bot is  a  diversified  forest  products  and 
land  resource  management  company 
with  operations  in  Oregon,  Washing- 
ton and  British  Columbia.  Our  timber 
base-127,000  acres  and  1.2  billion 
board  feet  of  timber— is  one  of  the  in- 
dustry's more  unique  forest  resource 
bases  in  acreage  as  well  as  quality  of 

ach  acre.  Pope  &  Talbot  is  traded  on  the  New  York  Stock  Ex- 

hange-Symbol-POP. 
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Rangaire  Corporation 

With  headquarters  and  principal  op- 
erations in  the  Dallas-Fort  Worth 
Metroplex,  Rangaire  manufactures 
kitchen  appliances  and  fluorescent 
lighting  fixtures.  A  subsidiary  is  a  ma- 
jor Metroplex  general  contractor,  and 
quicklime  and  hydrated  lime  are  pro- 
duced at  plants  in  Texas,  Arkansas 
and  Virginia.  Strength  through  diver- 
sification has  resulted  in  earnings 
growth  in  excess  of  20%  compounded 
annually  over  the  past  five  years. 
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Potlatch  Corporation 


Potlatch  is  a  diversified  forest  products 
company.  Its  products  include  lum- 
ber, particleboard,  plywood,  pulp, 
bleached  paperboard,  printing  papers, 
packaging,  specialty  wood  products 
and  disposable  consumer  paper  prod- 
ucts. Major  opera tioiB  are  supported 
by  company  owned  timber-land  to- 
taling 1.3  million  acres  in  Arkansas, 
Miimesota  and  Idaho.  Sales  increased 
over  50  percent  from  1970  to  1975, 
reaching  a  record  $504  milhon  last 
ear.  Earnings  have  also  risen  dramatically  in  this  period  and, 
t  $5.03  per  share  in  1975,  were  the  second  best  ever  reported, 
ind  the  dividend  rate  grew  from  $1.00  to  $1.50  per  share. 
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Reichhold  Chemicals, 
Inc. 


1975,  RCI's  50th  year  in  the  resin  and 
chemical  intermediates  business,  was 
marked  by  sales  of  $407,858,000  and 
net  income  of  $15,948,000,  equal  to 
$2.32  a  share  of  stock  outstanding. 
Earnings  were  the  second  highest  in 
our  history,  and  were  achieved  in  a 
year  of  worldwide  economic  stress 
and  uncertainty.  Further,  in  July,  the 
Board  of  Directors  voted  to  raise  the 
quarterly  dividend  by  10%,  to  I6/2  cents  per  share.  RCI  con- 
tinued to  carry  out  a  program  of  acquisitions,  diversification  and 
expansion. 

131 


i 


Proler  International 
Corp. 

Proler  International,  a  leading  proces- 
sor of  ferrous  and  non-ferrous  metals 
for  recycling,  markets  its  products 
throughout  the  United  States,  Europe 
and  the  Orient.  A  premium  grade  of 
heavy  melting  steel,  Prolerized  Scrap, 
is  produced  by  seven  Company-de- 
signed plants  and  sold  to  steel  mills 
and  foundries  throughout  the  world. 
Other  products   include   precipitation 

on,  a'uminum,  zinc  and  tin,  all  produced  by  Proler-designed 
ints  from  recovered  metalUcs.  Earnings  in  fiscal  1976  (ended 

liiuary  31 )  were  $7.12  per  share.  NYSE/PS. 
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Annual  Report  K?5 


1975 
1974 
1973 
1972 
1971 


$34,348,355 
$26,770,652 
!►  Fiscal  $18,793,736 
$16,911,845 
$16,438,637 


Resistoflex  Corp. 

Resistoflex  is  a  leading  producer  of  en- 
gineered products  for  conducting  cor- 
rosive fluids  at  a  wide  range  of  tem- 
peratures. Fiscal  1975  was  a  very  suc- 
cessful year.  Sales  and  earnings  were 
the  highest  in  the  Company's  history^ 
research  and  development  programs 
were  productive;  another  attractive 
acquisition  was  effected;  dividends 
were  increased  and  a  strong  financial 
condition  was  maintained. 
Financial  Highlights: 

$1,864,295' 
$1,309,669 


"Sales  $ 


750,070 
597,829 
376,962 


$2.21] 

Net    ^1-53 

$  .86^EPS 
.66 
.41 


Earn. 


132 


109 


Richardson-Merrell 
Inc. 

Richardson-Merrell  Inc.  is  a  diversi- 
fied pharmaceutical  company  which 
produces  proprietary  medicines  and 
toiletries,  ethical  pharmaceuticals,  vet- 
erinary products,  laboratory  and  diag- 
nostic chemicals  and  plastic  packag- 
ing. Consumer  products  include  Vicks 
colds  products,  Clearasil  and  Oil  of 
Olay.  Sales  have  increased  in  each  of 
the  last  27  years.  Net  sales  in  fiscal 
1975  were  $659  million;  earnings  were  $45  million. 
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Rucker  Pharmacal 
Co.,  Inc. 

Rucker  Pharmacal  is  a  young,  ag 
gressive  prescription  drug  manufac 
turer  whose  sales  and  earnings  ha\ 
increased  at  a  compound  growth  rat 
of  28%  over  the  last  ten  years.  Growt 
has  come  from  a  well-developed  prod 
uct  line  and  from  a  well-develope« 
approach  to  selling  these  drugs  to  tb 
medical  profession. 


n 
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Richmond  Corporation 

Richmond  Corporation,  headquar- 
tered in  Richmond,  Virginia,  is  a  fi- 
nancial services  organization  with  con- 
solidated assets  of  more  than  $1.4 
billion.  The  company's  aflBhates  are 
actively  involved  in  the  areas  of  in- 
surance, investments,  real  estate  and 
allied  services.  Products  and  services 
are  offered  to  businesses  and  individ- 
uals in  49  states,  Washington,  D.C., 
Puerto  Rico,  Guam,  the  U.S.  Virgin 
Islands,  the  Bahama  Islands  and 
eight  Canadian  provinces. 
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Safety-Kleen  Corp. 

Safety-Kleen  markets  a  parts  washe 
service  and  allied  product  line  di 
rectly  to  a  wide  variety  of  companie 
that  repair  and  maintain  vehicula 
and  industrial  equipment. 

Operating  Results 
( Thousands  of  Dollars ) 


1975 
1974 
1973 
1972 
1971 


Revenue 

$35,676 

28,120 

20,506 

13,035 

7,435 


Earnings 

$2,061 

1,736 

1,434 

897 

344 


E.P.S 
890 
750 
620 
390 
150 
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Sales  (OOO's) 

Net  Income  ( OOO's ) 

EPS 

Return  on   Equity 


Rosemount 
Inc. 

We  design,  manufacture  and  market 
measurement  and  control  instruments, 
using  advanced  technology  to  provide 
customers  with  reliable,  high-perfor- 
mance products.  Fiscal  1975  sales  in- 
creased 26%.  We  had  a  25.6%  return 
on  average  shareholder  equity  and  a 
pretax  margin  of  14.2%.  NASDAQ 
Symbol:  ROSM. 
FY  75  FY  74 

$41,429         32,876 
$  3,116  1,567 

1.66 
15.7% 


Salem 


Salem  Corporation 


CORPORAIJON 
r.UA    REPOR    197S 


! 


3.30 
25.6% 


FY  70 

13,388 

456 

.49 

8.7% 
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Sales  and  earnings  for  1975  were  th< 
largest  in  Salem's  history.  Net  incom* 
almost  tripled  to  $3,172,000  or  $2.4' 
per  share  with  sales  increasing  59%  t( 
$111,120,000.     This     substantial    im 
provement  marks  the  third  successive  * 
year  of  increased  earnings.  With  back  ■] 
log  exceeding  $200  million,  Salem  bejB 
lieves  that  it  has  a  firm  basis  for  s  |i 
strong    performance    in    1976.    Salen   • 
Corporation    designs,    engineers    anc  i- 
erects  industrial  furnaces  for  the  met 
als  producing  industries,  metal  finishing  and  processing  equip- ^ 
ment,  coal  processing  and  conveying  facilities,  coke  ovens  and] 
coal   by-products    chemical   plants,    anti-pollution   facilities    and' 
related  equipment.  139 


INDUSTRIAL  FURNACES 

METAL  FINISHING  AND  PROCESSING 

EQUIPMENT 

COAL  PROCESSING  AND 

CONVEYING  FACILITIES 

COKE  OVENS  AND  COAL  BY-PRODUC 

CHEMICAL  PLANTS 


The  Rucker  Company 


® 


Saxon  Industries,  Inc. 


Oil  Tools  and  Services 
A  leading  international  supplier  of  pe- 
troleum well  drilling/completion 
equipment  and  services,  Rucker 
achieved  record  results  in  1975  for 
the  second  year  in  succession: 

•  Income  before  extraordinary  items 
rose  to  $16.3  million  from  $8.4  mil- 
Uon,  a  94%  increase. 

•  Primary  earnings  per  share  in- 
creased to  $3.93  from  $2.15,  up  83%. 

•  Sales  were  $161.2  million,  up  45% 
from  $111.2  million  in  1974.  Rucker's  products  and  services  are 
employed  worldwide,  wherever  well  exploration,  completion  and 
production  take  place.  NYSE,  PSE  symbol  "RK." 
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"^m^ 
^#^ 
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1975 

1974 

$434.3 

$454.0 

5.8 

2.6 

.72 

.34 

$  13.46 

$  12.67 

r»  the  distribution 

Sales   ( mils. ) 
Earnings  (mils.) 
Per  Share 
Book  Value 
Saxon  is  a  leader 

of  printing  and  business  papers  and  ;> 
converter  of  paper  products  includin 
envelopes,  filing  supplies  and  food  s«i 
vice    disposables.    Saxon    also    serve 
markets  in  office  copiers  and  .supplies 
flexible  packaging  and  business-build 
ing  promotional  material.  Diversification  in  many  phases  of  pap( 
and  paper-related  industries  is  the  hallmark  of  Saxon's  growii 
since  1960  when  sales  amounted  to  $13.5  million  and  the  book 
value  was  $1.88  per  share.  140* 
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Scholl,  Inc. 


Manufacturer  and  distributor  of  foot 
and  leg  care  products,  footwear  and 
adhesive  tapes.  Consolidated  world- 
wide sales  for  1975  reached 
$187,300,000,  compared  with  previ- 
ous high  of  $171,487,000  in  1974. 
Consolidated  net  earnings  per  share 
were  $1.78  for  1975,  compared  to 
$.88  in  1974.  1974  results  have  been 
restated  to  reflect  a  change  in  the 
Company's  foreign  currency  transla- 
tion policy.  Complete  1975  Annual 
Report  will  be  available  about  April,  1976.  Corporate  head- 
quarters are  located  at  213  West  Schiller  Street,  Chicago,  II- 
inois  60610. 

141 


Southern  Pacific  Co. 


Southern  Pacific  is  a  holding  compa- 
ny with  diversified  subsidiaries,  in- 
cluding one  of  the  nation's  largest 
railroad  systems  in  both  route  miles 
and  operating  revenues,  serving  12 
states  in  the  West  and  Southwest.  It 
also  engages  in  trucking,  pipeline  and 
intermodal  transportation,  'and  de- 
velopment, leasing,  computer  and 
consulting  services;  and  a  specialized 
microwave  communications  network 
provides  private-line  customer  service 
on  a  coast-to-coast  basis.  Southern  Pacific's  operating  revenues  in 
1975  were  $1.6  billion,  net  income  was  $74.9  million,  or  $2.81 
per  share,  and  a  dividend  of  $2.24  per  share  was  paid  to  its 
stockholders. 
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1975  Annual  Repqrt 
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The  Signal  Companies, 
Inc. 

Consolidated  income  from  continuing 
operations  for  the  year  ended  Decem- 
ber 31,  1975  was  $41.4  million  or 
$1.90  per  share,  compared  to  $64.4 
million  or  $2.80  per  share  a  year  ago. 
Consolidated  sales  from  continuing 
operations  in  1975  were  a  record 
$2.14  billion,  compared  to  $1.64  bil- 
lion in  1974.  Wholly-owned  operating 
companies  include  Mack  Trucks,  Inc., 


■^tr^ 

V  "            .'f 

■ 

The  Southland 
Corporation 


The  Garrett  Corporation,  Dunham- 
Bush,  Inc.,  Precision  Rubber  Products  Corporation,  Signal  Land- 
mark Properties,  Inc.  and  UOP  Inc.  (50.5%  owned). 
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Nation's  largest  operator  and  fran- 
chisor of  convenience  stores  with 
more  than  5,600  7-ELEVEN  out- 
lets. 124  Gristede's  and  Charles  &  Co. 
stores.  365  CTN  stores  in  the  U.K. 
225  7-ELEVENs  operated  under 
area  licenses  in  U.S.  and  Japan.  Ma- 
jor dairy  processor.  Truck  leasing,  ice, 
specialty  chemicals,  and  fast  food 
products.   1975  revenues  $1.8  billion, 

up  10.9%,  net  earnings  $34.3  million,  up  15.4%,  primary  earnings 

per  share  $1.91,  up  12.4%. 
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Simmonds  Precision 

1975  was  the  fifth  consecutive  year  of 
increased  sales  and  earnings  for  Sim- 
monds Precision.  The  company  re- 
ported 1975  earnings  of  $2,310,000 
equal  to  77  cents  per  share,  on  sales 
of  $52,098,000,  and  anticipates  high- 
er earnings  in  1975!  Simmonds  Pre- 
cision produces  advanced  control  sys- 
tems for  aerospace,  industrial  and 
marine  applications.  Backlog  at  1975 
year-end  was  $32,900,000. 
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'    Sparton  Corporation 

A  Successful  Manufacturing 
Company  ( NYSE-SPA ) 
Fiscal  '75  (per  share):  net  income— 
$1.98  (up  48%),  working  capital- 
$7.42  (up  25%),  equity-$12.64  (up 
15.5),  dividends-$0.29  (up  16%.) 
No  term  debt.  Industries  served  in- 
clude—ENERGY:  successful  oil  &  gas 
exploration  (HIDDEN  ASSET-Man- 
agement  estimates  current  value  of  oil 
properties  worth  twice  book   value). 

«««--—--------—-- AUTOMOTIVE:      Leader     in     auto 

OEM  horn  mfg.;  Leader  in  automated  tire  mounting/inflating 
systems;  OEM  stampings/assemblies.  DEFENSE:  Leader  in  sono- 
buoys  (expendable,  electronic  ASW  devices).  TELEPHONE: 
Pressurized  cable  monitoring  systems.  -i  M-t 


Southern  Airways,  Inc. 


Southern  Airways,  Inc.  completed  its 
second  most  profitable  year  after  rev- 
enues gained  8.9  per  cent  over  the 
1974  record  high,  and  expenses  were 
held  in  check.  During  1975,  South- 
em  added  jetliners,  developed  ex- 
isting routes,  increased  its  sales  efi^ort 
and  entered  the  highly  profitable  lei- 
sure market  to  attract  vacation  trav- 
elers to  the  airline's  many  holiday 
and  resort  areas.  Southern  is  pene- 
trating deeply  into  its  competition 
and  early  1976  indicators  point  to  another  banner  year. 


standard  Brands 
Incorporated 

Standard  Brands  is  a  broadly  diversi- 
fied, multi-national  manufactvuer  of 
branded  consumer  and  industrial 
products. 

1975  marks  the— 20th  consecutive  year 
of  increased  sales  and  earnings  and  the 
—18th  consecutive  year  of  increased 
dividend  payments. 


144 


■ORBES,    MAY   1,    1976 


148 

111 


steak  n  Shake 

Steak  n  Shake  is  one  of  the  oldest 
restaurant  chains  in  the  United  States. 
The  Company  operates  116  restau- 
rants in  the  Midwest,  Georgia  and 
Florida.  In  fiscal  1972,  the  Company 
began  a  major  expansion  program. 
Fifty-four  new  restaurants  have  been 
opened  since  August,  1972.  Fiscal 
1975  revenues  rose  to  $53,738,755. 
After- tax  earnings  rose  17%  to  $1.06 
per  share.  Since  1970,  net  earnings 
have  increased  at  an  average  annual 
compounded  rate  of  17.3%.  Net  worth  has  increased  steadily  and 
now  stands  above  $14,000,000.  Dividends  have  been  paid  every 
year  since  1948.  The  current  annual  rate  is  $0.32  per  share. 
( NASDAQ  symbol  "STAK.") 
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Syracuse  China 
Corporation 


Syracuse    China    Corporation    is    the 
leading  manufacturer   of   commercial  j 
chinaware  in  the  $70  billion  foodser- 
vice     industry.     The     company     also 
manufactures   hand   cast  metal  table  I 
and  giftware  for  restaurants  and  the 
home.  It  is  also  a  leading  manufac- 
turer of  candles  for  restaurants,   flo- 1 
rists   and  the  church  market.   Share- 1 
holder    equity    has     increased     145% 
since  the  company's  organization  in  1971. 
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Steel  met,  Inc. 


With  raw  materials  becoming  increas- 
ingly scarce  and  a  growing  need  to 
conserve  energy,  Steelmet,  Inc.  is  a 
metals  recycler  responding  to  rising 
demand  for  secondary  metals.  Sales 
in  fiscal  1975  were  $97,270,108  and 
income  was  $3,267,407  or  $2.46  per 
share.  A  new,  aggressive  dividend 
policy  consisting  of  both  cash  and 
stock,  and  an  increase  to  $10,000,000 
for  an  ongoing  expansion  program 
also  marked  the  year.  This  well-man- 
aged company  represents  an  opportunity  for  participation  in  a 
growth  industry. 
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The  Tappan  Company 

The  Tappan  1975  Annual  Report  in- 
dicates a  turnaround:  Tappan's  near 
record  sales  in  the  fourth  quarter  of 

1975  helped  reduce  1974's  net  loss  of 
$7.3  million  ($2.43  per  common 
share)  to  a  $2.7  million  ($.89  per 
share)  loss  in  1975.  The  appliance 
industry     and    Tappan     are     starting 

1976  on  a  positive  trend. 


i 
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STEIURRT-UlflRnER 

COQPOQQTion 


SYMBOL  OF 
EXCELLENCE 


7Mll 


1/1975 


Stewart-Warner 
Corporation 


1975  was  the  twentieth  of  the  past 
twenty-one  years  in  which  Stewart- 
Warner  shareholders  have  received 
successively  greater  cash  dividends; 
and  1976  is  the  thirty-eighth  consec- 
utive year  of  cash  dividends.  The 
current  rate  is  $1.96  per  share.  1975 
sales  revenues  were  derived  from  a 
highly  diversified  range  of  products, 
developed    primarily    for    commercial 

apphcations,  and  sold  worldwide  to  customers  in  virtually  every 

industry  and  to  government  agencies. 
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Telefile  Computer 
Corporation 


1975  capped  off  four  straight  years  of 
solid  growth  for  Telefile  which  spe- 
cializes in  supplying  large  disk  stor- 
age systems  and  main  memory  to  a 
largely  untapped  market— users  of 
computers  other  than  IBM— plus  data 
communications  equipment  and  sys- 
tems. Telefile  boosted  income  to 
$4,406,041  in  F/Y  1975,  a  78  per- 
cent increase  over  1974.  After  tax 
earnings  jumped  over  25  percent  to  $546,618,  also  a  new  record. 
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Sullair  Corporation 

Sullair  became  10  years  old  in  1975 
and  continued  its  growth  for  each 
consecutive  year  since  inception  by 
reaching  $49  million  in  sales,  17% 
over  1974.  The  annual  report  reviews 
reasons  for  past  growth  and  future 
potential,  and  gives  information  on 
earnings,  products,  operating  prac- 
tices, and  the  outlook  for  1976.  Sull- 
air is  a  leading  producer  of  rotary 
screw  air  compressors.  NASDAQ  sym- 
bol-SULL. 
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Guideposts  to  the  future 

To  a  large  extent,  any  company  seeking  to 
interest  prospective  investors  has  to  stand 
on  past  performance.  Annual  reports  are  rec- 
ords of  this  performance.  If  you  are  looking 
for  a  source  of  future  earnings,  look  into 
these  reports. 
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Tenneco  Inc. 

Record  results  in  a  challenging  year— 
1975— dramatize  the  advantages  of 
Tenneco's  planned  multi-industry, 
multi-market  diversification  in  basic 
businesses.  Operating  revenues  rose 
from  $5.0  billion  in  1974  to  $5.6  bil- 
lion. Net  income  increased  from  $314.1 
milUon  to  $342.9  million.  And  fully 
diluted  earnings  per  common  share 
were  $3.63,  up  from  $3.35.  Termeco's 
common  stock  dividend  was  also  in- 
creased again,  to  $1.76  per  share  an- 

lually.    Tenneco's    major   operating    divisions    positioned    them- 

elves  in  1975  for  further  gains  in  the  years  ahead. 
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Toledo  Ed  ison  Com  pa  ny 

Common  Stock  Dividends  were  in- 
creased for  the  14th  consecutive  year 
to  an  annual  rate  of  $2.12  per  share. 
Toledo  Edison  generates  95%  of  its 
power  with  coal  and  its  nuclear  plant, 
the  first  in  Ohio,  is  nearing  comple- 
tion. The  company, has  been  success- 
ful in  implementing  a  program  of 
timely  rate  increases.  NYSE  Symbol: 
TED. 
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Terra  Chemicals 
International,  Inc. 


HHHEHBInrFTi  Company  headquartered  in  Sioux 
|||||||||||||||g|||||j|  City,  Iowa,  is  a  major  marketer  and 
producer  of  chemical  fertilizers  and 
feed  ingredients.  Revenues  reached 
new  high  of  $110.6  million  versus 
$102.8  million  in  1974.  Net  earnings 
amounted  to  $18,564,000,  compared 
with  record  $21,405,000  before  ex- 
traordinary credit  (utilization  of  net 
operating  loss  carryovers)  of  $3.57 
niljion  the  previous  year.  Earnings  per  common  share  were 
63.25,  down  from  $3.90  before  extraordinary  credit  of  $0.69  in 
[974.  Financial  strength  further  improved;  working  capital  up  to 
S33.5  million  and  current  ratio  3.4  to  1;  during  year 
Daid  off  all  $16,516,000  of  debt  on  books  at  end  of  1974.        157 


Tyler  Corporation 

Tyler  Corporation  (NYSE)  posted 
its  strongest  year  to  date  during  1975. 
Fully  diluted  earnings  per  share  grew 
18%  to  $4.76,  capping  a  five-year 
compound  growth  rate  of  30%.  For  the 
fifth  consecutive  year,  return  on  end- 
ing shareholders'  equity  exceeded 
15%  (1975:  20.7%).  Tyler  provides  in- 
dustrial customers  with  construction 
materials,  commercial  explosives  and 
specialized  trucking  services.  Annual 
dividend  rate  per  share:  1973— $.20; 
1974-$.40;     1975-$.60;     1976-$.80. 
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Texasgulf 


Texasgulf,  a  diversified  natural  re- 
sources company,  is  one  of  the  world's 
largest  producers  of  zinc,  silver,  sul- 
phur and  agricultural  materials— in- 
cluding phosphatic  products  and  pot- 
ash. The  company  is  a  significant 
producer  of  copper,  tead  and  cadmi- 
um. Texasgulf  is  also  involved  in  the 
production  of  oil,  gas,  tin,  iron  ore 
and  forest  products  and,  in  the 
near  future,  will  be  a  producer  of 
soda  ash.  To  diversify  further,  Texas- 
lU  is  continuing  worldwide  exploration  activities. 
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Unarco  Industries,  Inc. 

1975  was  the  company's  second  best 
year,  with  better  than  average  profit 
margins.  Sales  in  the  fourth  quarter 
rose  12  per  cent  over  third  quarter. 
Early  results  in  the  1976  first  quarter 
indicate  that  this  improved  trend  is 
continuing.  Unarco  Industries  is  a 
nine-division  manufacturer  of  indus- 
trial and  consumer  products  made 
mostly  from  steel.  UNR-NYSE. 
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'*>75 :  Tidewater  Marine 

^  '  Service,  Inc. 

The  world's  largest  supplier  of  ma- 
rine support  services  and  equipment 
to  the  offshore  oil  and  gas  industry. 
Over  $200  million  in  assets,  more 
than  doubling  in  less  than  3  years. 
Diversified  in  natural  gas  and  air 
•'.  compression  services  and  equipment, 

oil    and    gas    production    and    insur- 
i.v,»,«.,..s.„.. ,..  ,...,K,,...  ance.     Revenues    now    exceed    $100 

million  yearly  and  earned  $4.62  pri- 
mary per  share  in  FY  '75.  FY  '76  ended  March  31  should  be 
another  record  year.  Current  dividend  $.80  per  share.  Sym- 
bol-TMS. 
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Union  Cansp 
Corporation 


"Optimum  utilization  of  every  cor- 
porate asset"  is  the  operating  philos- 
ophy at  Union  Camp  Corporation  and 
the  theme  of  the  company's  1975  An- 
nual Report.  It  highlights  the  steps 
this  major  forest  products  producer 
has  taken  to  put  this  philosophy  into 
practice,  including  major  capital  im- 
provement programs  in  its  paper  and 
specialty  chemical  facilities.  On  the 
financial  side,  in  1975  Union  Camp  showed  a  net  income  of 
$88,731,000  on  sales  of  $835,931,000  and  per  share  earnings  of 
$5.87. 
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United  Technologies 

Earnings,  sales,  backlog  were  rec- 
ords for  this  multi-market  manufac- 
turer, formerly  United  Aircraft.  Prin- 
cipal lines  of  business  are  Power, 
Systems,  Industrial.  United  is  com- 
mitted to  company-funded  R&D, 
projected  at  about  $2  billion  over 
the  next  five  years.  Non-government 
sales  have  risen  from  49%  to  67%  of 
revenues  since  1972.  Sales  in  1975  to- 
taled $3.9  billion,  net  income  $117.5 
million.  United  has  acquired  control 
of  Otis  Elevator. 
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Varlen  Corporation 


Varlen— one  of  the  largest  OEM  manu- 
facturers of  custom  tubular  prod- 
ucts; the  most  comprehensive  domes- 
tic producer  of  loose  leaf  metal  as- 
semblies for  the  bindery  industry;  a 
manufacturer  of  special  agriculture' 
spring  steel  products,  rail  anchors;  re- 
builder/reconditioner  of  major  parts 
of  heavy  duty  diesel  engines;  and 
distributor  of  material  handling  equip- 
ment. Sales  for  1975  were  $32.3  mil- 
lion, earnings  were  $1.6  million  or 
.56  per  share  up  21%  over  the  previous  year. 


168 


Universal  Instruments 
Corporation 

Labor-saving  equipments  for  the  con- 
ditioning and  assembly  of  compo- 
nents in  electronic  applications  in  in- 
dustry. Also  provides  a  processing  and 
assembly  service  for  concerns  in  the 
electronics  field.  $19,037,483  sales  in 
the  1975  recession  year  and  net  in- 
come of  $1,401,159  posted,  with  ex- 
cellent balance  sheet  position  main- 
tained. Stock  traded  OTC,  Symbol 
UNIN.  Offices  and  plants  located  in  Binghamton,  New  York. 
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Vishay 
Intertechnology,  Inc. 


Vishay  (AMEX),  with  record  sales 
and  earnings  in  1975,  has  shown  com- 
pounded average  annual  growth  rates 
of  23%  in  sales  and  47%  in  net  earn- 
ings for  the  past  five  years  ( 1970-75 ) . 
The  company  has  achieved  record 
sales  in  each  of  its  last  22  quarters, 
21  of  which  also  showed  record  net 
earnings.  A  high-technology  company 
manufacturing  precision  electronic  and 
optic  products,  Vishay  Intertechnology  serves  markets  through- 
out the  world. 
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The  Upjohn  Company 

Upjohn's  commitment  to  growth 
through  record  capital  investment  (a 
budgeted  $275  million  1975  through 
1977)  is  reviewed  in  detail.  The  com- 
pany, a  major  worldwide  producer 
and  marketer  of  pharmaceuticals, 
chemicals  and  agricultural  specialty 
products,  had  all-time  high  1975  sales 
of  $890.7  million,  up  12.1  percent 
from  1974,  and  per  share  net  earn- 
ings of  $2.26.  Listed  NYSE  (symbol 
UPJ).  Continuous  dividends  since 
1910. 
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Del  E.  Webb 
Corporation 


.  .  .  Owner  and  operator  of  Nevada 
hotels  and  gaming  casinos,  Arizona 
and  Southern  California  resort  hotels, 
recreational  developments,  the  na- 
tion's leading  resort-retirement  com- 
munity at  Sun  City,  Arizona,  varied 
commercial  projects  such  as  office 
buildings  and  apartments,  the  Webb 
Corporation  also  does  negotiated  and 
contract  construction  on  a  national 
basis. 
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VF  Corporation 


VF  Corporation  posted  record  sales 
and  earnings  of  $396.4  million  and 
$26.5  million  respectively  in  1975. 
Earnings  per  share  increased  from 
$2.61  in  1974  to  $2.71  in  1975.  The 
current  indicated  annual  dividend 
rate  is  $1.10,  up  from  $1,025  for 
1975.  Working  capital,  increasing  by 
$13.2  million,  produced  a  4.5  to  1 
current  ratio,  up  from  3.9  to  1  in 
1974.  Net  earnings  were  17.3%  on  av- 
erage stockholders  equity  of  $153.2 
million.  Companies  of  VFC,  an  international  apparel  complex, 
are:  Vanity  Fair,  Lee,  Kay  Windsor  and  Berkshire.  (NYSE, 
Symbol  VFC). 

167 


Where  big  investors  congregate 

The  corporate  stockholdings  of  the  average 
FORBES  subscriber  is  $144,000.  People  with 
portfolios  of  that  size  are  getting  something 
out  of  FORBES  that  they  get  nowhere  else. 
A  request  for  several  of  these  annual  reports 
could  be  helpful  to  you,  if  you'd  like  to  num- 
ber yourself  among  these  affluent  readers. 
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Wehr  Corporation 

Record  1975  earnings  of  $5.37  per 
share  were  up  104%  from  the  previous 
high  of  $2.64  in  1974.  Sales  of 
$55,000,000  were  also  up  15%  to  a 
new  high.  The  report  displays  sales 
charts  and  reviews  operations  for  the 
Company's  three  groups:  Enviroiunen- 
tal  Products  (air  conditioning  dis- 
tribution equipment,  filters,  pollution 
instruments ) ,  Industrial  Equipment, 
and  Casteel  Products.  The  Company 
is  expanding  its  steel  foundry  to  sup- 
ply mining  equipment  makers'  strong  demand  for  capacity  in 
their  energy  related  business. 
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White  Consolidated 
Industries,  Inc. 

For  1975,  WCI  reported  across-the- 
board  records  in  sales,  net  income 
and  net  income  per  common  share. 
And,  at  year  end,  the  company  re- 
corded its  19th  consecutive  quarter  in 
which  earnings  showed  improvement 
over  the  same  calendar  quarter  of 
the  prior  year.  Highlighting  the  1975 
annual  report  is  a  special  12-page  sec- 
tion on  the  company's  products  for 
the  home,  and  machinery  and  equip- 
ment for  industry. 
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Revenues 
Net  Income 
Primary    EPS 
Diluted  EPS 


WellTech,  Inc. 

WellTech,  Inc.  is  the  largest  publicly 
held  company  involved  solely  in  the 
well  servicing  business.  With  82  spe- 
cially equipped  rigs  and  crews,  the 
Company  assists  in  the  completion, 
servicing  and  workover  of  oil  and  gas 
wells  throughout  the  mid  and  south- 
west. Fiscal  1975  was  highlighted  by 
a  73%  increase  in  revenues  and  an  89% 
increase  in  net  income  before  ex- 
traordinary credit. 

( thousands ) 
1975  1974  1973 

$13,842  $8,002  $4,875 

$  1,730  $1,172  $     .36 

$       .92  $     .64  $     .02  172 

$       .75  $     .52  $     .02 


Witco  Chemical 
Corporation 

Sales  of  $527.7  million  and  earnings 
of  $18.2  million   (before   a  provision 
k  ^^te>iH  V       ^^^    ^^^^    °"    certain    foreign    invest- 

fL  ^mil^g  g       ments)    made   1975   the   second  best 

year  in  Witco's  56-year  history.  Divi- 
dends paid  on  the  common  stock  in 
1975  totaled  $1.20  per  share,  com- 
pared with  $1.12  per  share  in  1974 
and  98^  per  share  in  1973.  Since 
1958,  when  the  Company  became 
publicly  owned,  dividends  paid  have  increased  every  year  ex- 
cept for  the  years  1970  through  1972.  Witco  is  a  world-wide  man- 
ufacturer of  special  purpose  products  within  the  chemical,  plastics 
and  petroleum  industries. 
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Western  Union  Corporation 
Annual  Report  1975/ 


Western  Union 
Corporation 

The  1975  Annual  Report  includes  a 
special  section  covering  Western 
Union's  125  years  of  pioneering  in 
communications— from  the  first  trans- 
continental telegraph  line  to  the  span- 
ning of  the  continent  with  America's 
first  domestic  communications  satel- 
lites—Westar  I  and  Westar  II. 


Xonics,  Inc. 
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Xonics,  Inc.,  a  producer  of  X-ray 
equipment,  telecommunications,  data 
processing  and  environmental  sys- 
tems, posted  the  strongest  financial 
growth  in  its  history  in  fiscal  1976. 
The  company's  fully-integrated 
XERG  mammographic  X-ray  sys- 
tem first  demonstrated  in  March  1976 
is  designed  to  operate  at  less  than 
one-third  the  radiation  exposure  of 
other  breast  X-ray  systems  now  in 
use.  (AMEX,  PSE,  PBWSE.) 
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Wheelabrator-Frye 
Inc. 


I 


WFI  showed  a  14%  increase  in 
net  income  in  1975  over  1974 
($14,562,000/$12,741,000)  and  a 
1971-75  annual  compounded  growth 
of  32%.  WFI  designs,  manufactures, 
owns,  operates  and  finances  environ- 
mental and  energy  production  sys- 
tems for  refuse-to-energy  conversion, 
coal  gasification  and  liquefaction,  ma- 
terials cleaning  and  air  and  water 
pollution  control.  Its  Graphics  Group  is  a  major  supplier  of 
printing  inks  and  specialty  chemicals,  reproduction  papers  for 
the  business  forms  industry  and  specialty  printing  and  pack- 
aging services.  ..  ^y. 
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Mego  International, 

mine. 
Mego  International,  Inc.  is  one  of  the 
fastest  growing  toy  companies  in  the 
U.S.  For  the  nine  months  ended  No- 
vember 30,  1975  sales  and  prof- 
its were  $50,025,000  and  $4,499,000 
compared  to  $32,823,000  and 
$1,905,000  respectively  for  the  same 
period  in  1974.  On  a  per  share  basis 
this  was  $2.19  vs.  $.97.  Based  upon  the 
enthusiastic  reception  of  our  line  for 
1976  we  are  looking  forward  to  continued  growth  and  success. 
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These  Advertisers  Are  OflFering  You  Their 
Annual  Reports  Without  Cost 


I  « 


Please  circle  on  one  of  the  Insert  cards  on  the  adjoining  page  the  number 
of  each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1.  AMP  Incorporated  61. 

2.  A.V.C.  Corporation  62. 

3.  Alabama  Bancorporation  63. 

4.  Alaska  International  Industries,  Inc.  64. 

5.  Alcan  65. 

6.  AIco  Standard  Corp.  66. 

7.  Alexander  &  Baldwin,  Inc.  67. 

8.  BBDO  International,  Inc.  68. 

9.  Baldor  Electric  Company  69. 

10.  D.H.  Baldwin  Company  70. 

11.  BankAmerica  Corporation  71. 

12.  Barnes  Group  Inc.  72. 

13.  The  Bendix  Corporation  73. 

14.  Binks  Manufacturing  Company  74. 

15.  Brass-Craft  Manufacturing  Company  75. 

16.  Bridger  Petroleum  Corporation  Ltd.  76. 

17.  Brockway  Glass  Company  77. 

18.  Buckeye  International,  Inc.  78. 

19.  Butler  Manufacturing  Company  79. 

20.  CTS  Corporation  80. 

21.  The  Carborundum  Company  81. 

22.  Carson  Pirie  Scott  &  Co.  82. 

23.  Castle  &  Cooke,  Inc.  83. 

24.  Channel  Companies,  Inc.  84. 

25.  Chart  House  Inc.  85. 

26.  Chesebrough-Pond's  Inc.  86. 

27.  Chieftain  Development  Co.  Ltd.  87. 

28.  Clark  Equipment  Company  88. 

29.  Clark  Oil  &  Refining  Corp.  89. 

30.  Colt  Industries  90. 

31.  Columbia  Gas  System,  Inc.  91. 

32.  Commercial  Metals  Company  92. 

33.  Community  Psychiatric  Centers  93. 

34.  Conrac  Corporation  94. 

35.  Consolidated  Freightways,  Inc.  95. 

36.  The  Continental  Corporation  96. 

37.  Corroon  &  Black  Corporation  97. 

38.  Crum  &  Forster  Insurance  Companies        98. 

39.  Damon  Corporation  99. 

40.  Day  Mines,  Inc.  100. 

41.  Dayoo  Corporation  101. 

42.  Dennison  Manufacturing  Co.  102. 

43.  Discount  Fabrics,  Inc.  103. 

44.  The  Diversey  Corporation  104. 

45.  Dynell  Electronics  Corporation  105. 

46.  Easco  Corporation  106. 

47.  Electronics,  Missiles  &Comm.,  Inc.  107. 

48.  Evans  Products  Company  108. 

49.  FMC  Corporation  109. 

50.  Ferro  Corporation  110. 

51.  First  Arkansas  Bankstock  Corporation      111. 

52.  Fisher  Foods,  Inc.  112. 

53.  Flexi-Van  Corporation  113. 

54.  Fruehauf  Corporation  114. 

55.  H.B.  Fuller  Company  115. 

56.  Gable  Industries,  Inc.  116. 

57.  Gearhart-Owen  Industries,  Inc.  117. 

58.  General  Cable  Corporation  118. 

59.  General  Telephone  &  Electronics  119. 

60.  W.R.  Grace  &  Co. 


Great  Northern  Nekoosa  ^   120. 

Grow  Chemical  Corp.  121. 

HON  Industries  Inc.  122. 

Frank  B.  Hall  &  Co..  Inc.  123. 

Harsco  Corporation  124. 

Harte-Hanks  Newspapers,  Inc.  125. 

Hexcel  Corporation  126. 

Hillenbrand  Industries,  Inc.  127. 

House  of  Ronnie,  Inc.  128. 

Hydrometals,  Inc.  129. 

lU  International  130. 

Insiico  131. 

Interlake,  Inc.  132. 

International  Bank  133. 

International  Multifoods  134. 

Iowa  Electric  Light  and  Power  Co.  135. 

Iowa  Power  136. 

Jefferson-Pilot  Corporation  137. 

Justin  Industries,  Inc.  138. 

KDI  Corporation  139. 

Kaiser  Steel  Corporation  140. 

Kar  Products,  Inc.  141. 

Kewanee  Industries,  Inc.  142. 

Knight-Ridder  Newspapers,  Inc.  143. 

Koppers  Company,  Inc.  144. 

The  Lamson  &  Sessions  Co.  145. 

Lawson  Products,  Inc.  146. 

Leaseway  Transportation  Corp.  147. 

Lenox,  Incorporated  148. 

The  Limited  Stores,  Inc.  149. 

Liquid  Air  Corp.  of  North  America  150. 

Long  Island  Lighting  Company  151. 

Lydall,  Inc.  152. 

McDonough  Co.  153. 

MCD  Holdings,  Inc.  154. 
Marsh  &  McLennan  Companies,  Inc.       155. 

Martin  Processing,  Inc.  156. 

Masco  Corporation  157. 

Oscar  Mayer  &  Co.  158. 

The  Mead  Corporation  159. 

Medenco,  Inc.  160. 

Media  General,  Inc.  161. 

Merchants,  Inc.  162. 

Mississippi  River  Corporation  163. 

MITE  Corporation  164. 

Mohasco  Corporation  165. 

Morrison-Knudsen  Company,  Inc.  166. 

Munford,  Inc.  167. 

NL  Industries,  Inc.  168. 
National  Distillers  &  Chemical  Corp.       169. 

Niagara  Share  Corporation  170. 

North  Central  Airlines,  Inc.  171. 

Northern  Natural  Gas  Company  172. 

Oakite  Products,  Inc.  173. 

Ogiivy  &  Mather  International  174. 

O'Neal,  Jones  &  Feldman,  Inc.  175. 

Otter  Tail  Power  Company  176. 

Overly  Manufacturing  177. 

Overseas  Shipholding  Group,  Inc.  178. 


Pacific  Power  &  Light  Company 

Pennsylvania  Power  &  Light  Co. 

Penn  Traffic  Company 

Peoples  Gas  Company 

Philadelphia  Electric  Company 

Pinkerton's,  Inc. 

Pope  &  Talbot,  Inc. 

Potlatch  Corporation 

Proler  International  Corp. 

Puget  Sound  Power  &  Light  Co. 

Rangaire  Corporation 

Reichhold  Chemicals,  Inc. 

Resistoflex  Corp. 

Richardson-Merrell  Inc. 

Richmond  Corporation 

Rosemount  Inc. 

The  Rucker  Company 

Rucker  Pharmacal  Co.,  Inc. 

Safety-Kleen  Corp. 

Salem  Corporation 

Saxon  Industries,  Inc. 

Scholl,  Inc. 

The  Signal  Companies,  Inc. 

Simmonds  Precision 

Southern  Airways,  Inc. 

Southern  Pacific  Co. 

The  Southland  Corporation 

Sparton  Corporation 

Standard  Brands  Incorporated 

Steak  n  Shake 

Steelmet,  Inc. 

Stewart-Warner  Corporation 

Sullair  Corporation 

Syracuse  China  Corporation 

The  Tappan  Company 

Telefile  Computer  Corporation 

Tenneco  Inc. 

Terra  Chemicals  International,  Inc. 

Texasgulf 

Tidewater  Marine  Service,  Inc. 

Toledo  Edison  Company 

Tyler  Corporation 

Unarco  Industries,  Inc. 

Union  Camp  Corporation 

United  Technologies 

Universal  Instruments  Corporation 

The  Upjohn  Company 

VF  Corporation 

Varlen  Corporation 

Vishay  Intertechnology,  Inc. 

Del  E.  Webb  Corporation 

Wehr  Corporation 

WellTech,  Inc. 

Western  Union  Corporation 

Wheelabrator  Frye  Inc. 

White  Consolidated  Industries,  Inc. 

Witco  Chemical  Corporation 

Xonics,  Inc. 

Mego  International,  Inc. 
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Readers  Say 


(Continued  from  page  12) 

lions  of  miles.  The  converter  not  only 
reduces  auto  pollution,  but  also  al- 
lows the  engine  to  be  retuned  for  im- 
proved performance  and  efficiency. 

—Roger  B.  Smith 

Executive  Vice  President, 

General  Motors  Corp. 

Detroit,  Mich. 

Apples  &  Oranges? 

Sir:  You  displayed  precious  little 
understanding  when  you  joined  head- 
line-hunters who  automatically  say 
bailout  everytime  they  mention  Lock- 
heed (Fact  ir  Comment,  Feb.  15). 
The  Air  Force  is  considering  the  pro- 
gram to  modify  C-5  wings  not  to 
benefit  Lockheed,  but  to  increase  the 
airplane's  service  life  300%  for  ap- 
proximately 20%  of  its  original  invest- 
ment. When  Senator  Proxmire  (D., 
Wis.)  suggested  spending  $1.5  bil- 
hon  for  30  747  cargo  planes,  which 
can  carry  only  about  28%  of  the  fire- 
power of  an  armored  division,  instead 
of  $1  billion  to  update  77  C-5s,  which 
airlift  100%  of  the  Army's  heavy  fire- 
power, he  didn't  make  sense.  [The 
two  planes]  are  no  more  comparable 
than  an  interstate  bus  and  a  semi- 
trailer truck  rig. 

—William  D.  Perreault 

Vice  President- Public  Relations, 

Lockheed  Aircraft  Corp. 

Burbank,  Calif. 

Better  The  Evils  We  Have  . , . 

Sir:  Preemption  of  state  and  local 
building  codes  by  a  federal  code  is 
no  panacea  (Fact  b-  Comment,  Apr. 
1 ) .  There  is  no  record  of  the  federal 
government  being  able  to  codify  con- 
struction any  better  than  anyone  else. 
Building  codes  are  developed  by  com- 
promise, conjecture  and  caprice.  They 
should  be  arrived  at  from  rationally 
conceived  criteria.  Until  we  have  that, 
we're  better  off  with  the  current  code 
system.  A  bad  code  would  put  the 
building  industry  in  a  straightjacket. 

—Raymond  Ziegler 

Raymond  Ziegler  Partnership, 

Architects, 

Los  Angeles,  Cahf . 

Scot's  Pride 

Sir:  In  your  recent  article  report- 
ing on  the  growing  interest  in  good 
eating  in  this  country  (Mar.  15), 
you  showed^  the  eflPect  but  ignored 
the  cause.  You,  and  a  lot  of  other 
people,  know  that  Gourmet  magazine 
is  largely  responsible. 

— Earle  R.  MacAusland 

Publisher, 

Gourmet 

New  York,  N.Y. 
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I  noughts . . .  Business  of  Life 


The  law  of  society  is,  each  for  all, 

as  well  as  all  for  each.  No  one 

can  keep  to  himself  the  good 

he  may  do,  any  more  than 

he  can  keep  the  bad. 

Henry  George 


I  wonder  what  our  world  would 
be  like  if  men  always  had 
sacrificed  as  freely  to  prevent 
wars  as  to  win  them. 
Frank  A.  Clark 


Much  remains  to  conquer  still; 
peace  hath  her  victories 
no  less  renowned  than  war. 
John  Milton 


The  human  question  is  not 
how  many  can  possibly  survive 
within  the  system,  but  what  kind 
of  existence  is  possible 
for  those  who  do  survive. 
Frank  Herbert 


A  peculiarity  of  capital  is  that  it 
cannot  be  employed  productively 
without  benefiting  the  community 
in  which  it  is  used. 
William  Feather 


I  have  never  considered  a 
difference  of  opinion  in  politics, 
in  religion,  in  philosophy, 
as  a  cause  for  withdrawing 
from  a  friend. 
Thomas  Jefferson 


If  a  proud  man  makes  me  keep 
my  distance,  the  comfort  is  that 
he  keeps  his  at  the  same  time. 
Jonathan  Swift 


No   wordly   success   can    compensate 

for  failure  in  the  home. 

David  O.  McKay  < 


Never  will  God  suffer  the 
reward  to  be  lost,  of 
those  who  do  right. 
Arabian  Proverb 


Let  us  pray  to  be  so  guided 

that  we  shall  foster 

the  brotherhood  of  man  and  thus 

contribute  to  ushering  in 

the  Kingdom  of  Heaven  on  earth 

for  the  enjoyment  of  our  children, 

our  children's  children  and  the 

children   of  the   whole   human   race. 

B.C.  Forbes 


It's  often  wrong  to  do  the  thing 
you  have  a  right  to  do. 
Frank  Tyger 


'Tis  not  enough  to  help  the 

feeble  up,  but  to  support  him  after. 

Shakespeare 


I  have  tried  sedulously  not  to  laugh 
at   the   acts   of   man,   nor   to   lament 
them,  nor  to  detest  them, 
but  to  understand  them. 
Baruch  Spinoza 


If  you  pity  rogues,  you  are 
no  great  friend  to  honest  men. 
Thomas  Fuller 


Tradition  means  handing  on 
all  that  is  of  value 
to  the  next  generation. 
Henry  Lewis  Bullen 


If  I  accept  you  as  you  are, 

I  will  make  you  worse;  however, 

if  I  treat  you  as  though  you  are 

what  you  are  capable  of  becoming, 

I  help  you  become  that. 

Goethe 


Each  of  us  brings  with  him 
an   element,   more  or  less   important, 
of  the  life  of  humanity  to  come. 
Giuseppe  Mazzini 


Live  and  lei  live  is  not  enough; 
live  and  help  live  is  not  too 
Orin  E.  Madison 


much. 


You  must  not  lose  faith 

in  humanity.  Humanity  is 

an  ocean;  if  a  few  drops  of 

the  ocean  are  dirty, 

the  ocean  does  not  become  dirty. 

Mahatma  Gandhi 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  |9.95.  Also  Fact 
and  Comment— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


The  original  of  all  great  and 

lasting  societies  consisted  not 

in  the  mutual  good  will  men  had 

toward  each  other,  but  in  the 

mutual  fear  they  had  of  each  other. 

Thomas  Hobbes 


A  Text . . . 


Sent  in  by  Pauline  Wright,  Washington, 
D.C.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


A  wholesome  tongue  is  a  tree  of  life: 
but  perversencss  therein   is  a  breach 
in  the  spirit. 
Proverbs  15:4 
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ALUXURYSEDAN  BASED  ON  THE  BEUEF 
IHAT  AU  OF  THE  RKH  ARE  NOT  IDLL 


I 


Since  the  time  of  the 
Caesars,  the  inspiration  for^ 
the  carriages  of  the  gentry  |^ 
has  been  the  blatant, 
unbridled,  unabashed  pur- 
suit ot  opulence. 

Opulence  often  to  the 
exclusion  of  all  else:  per- 
formance, efficiency,  engi- 
neering intelligence. 


50-70  mph,  5.9  seconds. ". . .high-speed 


passing  acceleration  borders  on  the  bril- 
liant," the  editors  of  Motor  Trend 
magazine. 

Even  today  one  sees 
occasional  evidence  of  this 
misguided  sense  of  priorities 
—this  basic  misunderstand- 
ing of  what  it  is  that  consti- 
tutes true  luxury. 

Opera  windows  that 
obscure  vision.  Mammoth 
engines  pulling  mammoth 
cars.  Interiors  fashioned 
more  along  the  I  ines  of  a 
Persian  Pleasure  Palace 
than  a  serious  driving 
machine.  Cars  made  pri- 
marily Tor  sitting. 

At  the  Bavarian 
MotorWorksit  has 
always  been  our  conten- 
tion that  a  car  ought  to 
t)e  made  primarily  for 
driving.That  when  all  is 
said  and  done,  extraor- 
dinary performance  is 
the  only  thing  that 
makes  an  expensive  car 
worth  the  money. 

And,  in  this  age  of 
automotive  enlighten- 
ment, we  believe  our 
time  has  come. 

POWER  TO  SAT- 
ISFY EVEN  THE  MOST 
POWER  HUNGRY. 

Beneath  the  hood 
''hnRM\v530iisa 


¥■ 


singularly 
responsive  3-liter,  fuel- 
injected  engine  that  has  been 
called  by  no  less  an  authority 
than  Road  &  Track  magazine 
"...the  most  refined  in-line 
six  in  the  world." 

Patented  triple-hemi- 
spheric, swirl-action  com- 
bustion chambers  develop 
remarkable  power  from 
relatively  small 
displacement. 

And  seven  main 
bearings  and  twelve 
crankshaft  counter-bal- 
ance weights  give  the 
whole  operation  a  tur- 
bine-like smoothness 
that  never  ceases  to 
astound  even  the  experts. 

THE  MAN  WHO 
CONTROLS  CORPORA- 
TIONS OUGHT  TO  BE 
ABLE  TO  CONTROL  HIS 
OWN  CAR. 

If  you're  accus- 
tomed to  the  leaning  and 
swaying  one  experiences 
in  the  conventional  lux- 
ury sedan,  you  will 
thoroughly  appreciate 
the  uncanny  road  hold- 

The  700  Ft  Slalom  Test,  designed 
by  Road  &  Track  magazine  to 
measure  lane  changing  capabilities 
BMW  ran  the  course  at  a  remarkable 
51.6  mph 


ing  capabilities 
oftheBMW530i. 

Road  holding— driver 
control  —  is  largely  a  func- 
tion of  a  car's  suspension 
system. 

And,  to  be  a  bit  blunt, 
BMW  gives  you  a  superior 
suspension  system.  Instead 
of  the"solid-rear-axle"  sys- 
tems found  in  all  domestic— 
and  many  foreign -sedans, 
the  BMW  suspension  is  fully 


Results  of  the  Motor  Trend  "200  Ft 
Circle  Test"  clearly  illustrate  the 
superior  road  holding  abilities  of  the 
BMW  At  82gBMWwas  still  on  the 
road,  other  makes  were  not 

independent  on  all  four 
wheels. 

And  this,  combined  with 
a  multi-jointed  rear  axle, 
allows  each  wheel  to  adapt 
itself  independently  to  every 
driving  and  road  condition - 
with  a  smoothness  and  preci- 
sion that  will  spoil  you  for 
any  other  car. 


A  DECIDED  LACK  OF 
OPERA  WINDOW  OPULENCE. 

While  inside,  the  BMW 
530i  features  as  long  a  list  of 
luxury  items  as  one  could 
sanely  require  of  an  automo- 
bile, its  luxury  is  purpose- 


"    no  detectable  sign  of  (brake)  fade 
The  more  and  harder  they're  used,  the 
stronger  they  seem  to  get  "The  editors  of 
Motor  Trend  sum  up  the  results  of  their 
rigorous  muUipie-stop  brake  test 

fully  engineered  to  perform  a 
very  significant  function: 
help  prevent  driver  fatigue. 

All  seats  have  an  ortho- 
pedically  molded  shape. 
Individual  seats  are  adjust- 
able forward  and  back  -with 
variable-angle  seat  back  and 
cushion  supports. 

All  instruments  are 
clearly  visible;  all  controls 
are  readily  accessible. 

For  many  serious 
drivers  in  all  parts  of  the 
world,  the  BMW  530i  has 
redefined  the  meaning  of  the 
word  "luxury"  to  encompass 
something  more  than  a  thin 
veneer  of  brocade  and 
chrome. 

If  you'd  care  to  judge  for 
yourself,  we  urge  you  to 
phone  your  BMW 
dealer  and  arrange 
to  take  a  thorough 
test  drive. 


^^ 


TIm  uMiMrte  driving  mochiM. 

Bavarian  Motor  Works.  Munich.  Germafiy 


For  the  name  of  your  nearest  dealer,  or  for  further  information  you  may  call  us  anytime,  toll-free,  at  a00-?43  6006(Conn  1  800  88?-6600)  ^oglamp».d••ler  installed  option 
C  1976  BMW  of  North  America,  Inc. 


If  your  companys  big  computer 
is  so  incredibly  fast, 

why  does  it  take  so  long  to  get 
the  report  you  need? 

The  trouble  with  your  company  s  computer  is  that  it  has  a  lot  of  people  to  take 
care  of. 

So  you  can't  drop  by  and  pick  up  a  report  just  because  you  happen  to  need  it. 
You  have  to  wait  your  turn. 

Even  if  it  means  your  report  won  t  airive  until  after  youVe  had  to  make  a  decision. 

Which  is  why  you  should  get  a  computer  of  your  own.  A  computer  you  Ccin 
dedicate  to  your  jobs  and  your  jobs  only.  A  computer  that  can  communicate  with  all 
your  big  computer's  resources  and  data. 

A  Data  General  ECLIPSE  C/300. 

The  C/300  costs  less  than  any  big  computer.  And  a  lot  less  than  any  number  of 
wrong  decisions. 

And  the  C/300  has  a  highly  flexible  way  to  store  and  access  data:  A  compre- 
hensive data  management  system  called  INFOS. 

Plus  an  incredibly  easy-to-use  COBOL  that  s  compatible  with  your  computer. 
Because  it's  up  to  big  computer  COBOL  standcirds. 

Other  C/300  software  is  just  as  compatible.  So  you  can  use  the  same  RPG II, 
FORTRAN  cind  communications  pro- 


tocols on  both  computers.  And  you  can 
pass  data  tapes  between  the  two  of  them 
anytime  you  want.  Without  your  data 
processing  people  having  to  learn  new 
languages  cind  procedures. 

And  because  the  C/300  uses  our 
RecJ-time  Disc  Operating  System,  it  gives 
you  up-to-date  information  anytime  you 
want  it,  any  way  you  want  it. 

Write  for  more  information. 


Clip  your  business  card  here 
and  send  to  Data  General,  Department  H  I , 
Southboro.  Mass.  01772. 
It's  a  lot  faster  than  filling  out  a  coupon. 


It'll  probably  arrive  before  your  next  computer  report. 

DataGeneral 


Data  General.  Route  9,  Southboro,  Mass.  01772  (617)  485-9100.  Data  General  (Canada)  Ltd.,  Ontario. 
Data  General  Europe,  15  Rue  Le'Sueur.  Paris  751  16,  France.  Data  General  Australia,  Melbourne  (03)  82- 1 36 1 /Sydney  (02)  908-1366. 

INFOS  is  a  trademark  of  Data  General  Corporation.    ECLIPSE  is  a  registered  trademark  of  Data  General  Corporation. 


We  need  to  get  unemployed 
people  back  onto  business  pay- 
rolls—and the  sooner  the  better. 
Right  now,  America  needs 
millions  of  jobs. 

But  there's  also  the  challenge  of  a 
growing  work  force — young 
people  reaching  working  age,  and 
others  entering  the  job  market. 
Vbur  children  and  ours.  That  work 
force  will  grow  by  at  least  1 V2 
million  euerj;  year  from  now 
through  1980. 

What  will  it  take  to  create  new 
jobs  for  them? 

Monei;.  The  huge  sums  of  money 
(investment  capital)  companies 
need  to  upgrade  and  expand 
their  facilities.  It's  those  facilities 
that,  when  business  picks  up, 
maintain  jobs  and  create  new  ones. 
How  much  money's  needed?  The 
average  investment  to  create  a 
single  new  job  opportunity  in 
manufacturing  is  around  $25,000 
today.  It  will  be  at  least  $35,000 
in  1980. 

That  multiplies  out  to  $37^2 
billion  in  capital  investment  today 
to  create  1 V2  million  new  jobs. 
By  1980,  it  will  take  an  investment 
of  $521/2  billion. 

Where  will  that  money  come  from? 
The  key  to  getting  the  money  we 
need  for  expansion  and  improve- 
ment of  our  plants  is  better 


What  will  it  take 
to  make  jobs 
for  your 
children? 


earnings*  —earnings  that  can  be 
invested  in  our  operations  and 
that  will  encourage  investors  to 
provide  us  additional  money. 
But  this  alone  is  not  enough 
because  under  present  Federal 
tax  laws  the  government  would 
take  too  much  of  any  additional 
dollars  we  can  earn.  What  we 
need  now  is  Federal  tax  reform 
to  help  lower  barriers  to  capital 
formation. 

"In  1975,  Bethlehem's  earnings  after  taxes 
were  only  4.8%  of  revenues. 


Bethlehem 


How  you  can  help 

gear  up  the 

American  economy 


The  tax-writing  committees  of  the 
U.S.  Congress  are  studying  the 
subject  of  "Capital  Formation!' 
Here  are  four  tax  measures  which 
we  believe  the  Congress  should 
enact  to  encourage  industrial 
expansion  and  to  create  jobs: 
( 1 )  five-year  capital  recovery 
system,  (2)  12%  permanent  invest- 
ment tax  credit,  (3)  write-off  of  the 


costs  of  pollution  control  facilities 
in  the  year  they  are  incurred, 
(4)  eliminate  the  double  taxation 
of  corporate  profits  paid  out  as 
dividends. 

If  you  agree  that  revisions  in 
present  Federal  tax  laws  are 
needed  to  provide  the  additional 
capital  for  more  and  better  jobs, 
we  ask  you  to  tell  that  to  your 


Senators  and  Congressman. 
For  a  free  copy  of  the  folder, 
"Project  Mainspring  —  with  \^ur 
help  it  can  wind  up  the  An^erican 
econom\> again," write:  Public 
Affairs  Dept,,  Room  476  F", 
Bethlehem  Steel  Corp., 
Bethlehem,  PA  18016. 
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SWITZERLAND. 
rrS  ALL  THE  INCENTIVE  YOU  NEED. 


Sure,  cameras  are  nice,  and 
stereos  are  swell.  But  it's  hard  to 
beat  travel  as  a  desirable,  attention- 
getting  incentive.  Because  travel 
holds  the  promise  of  excitement 
and  long-lasting  memories.  And  a 
trip  to  breathtakingly  beautiful 
Switzerland  is  an  experience  few 
people  can  forget. 

Switzerland  makes  a  lasting 
impression  because  it  has  so  much 
to  offer  so  many  different  people. 
In  sophisticated  cities  like  Geneva, 
Zurich,  Montreux,  and  Lugano 
there  are  three-star  restaurants, 


elegant  shops,  and  some  of  the 
liveliest  nightlife  in  Europe.  For 
active  sightseers  our  country  is 
big  enough  to  hold  attractions 
ranging  from  rustic  villages  to 
medieval  castles  to  ultra-modem 
museums.  But  Switzerland's  small 
enough  to  see  it  all  in  a  short  time. 
And  of  course,  if  it's  skiing  you're 
after,  there  are  resorts  from 
friendly,  family-oriented  Grindel- 
wald  to  sleek,  chic  St.  Moritz. 

We've  also  come  up  with  a  way 
of  making  it  easy  to  plan  a  travel 
incentive  to  Switzerland.  Three 
major  Swiss  organizations: 
Swissair,  the  Swiss  National 
Tburist  Office,  and  the  Association 
of  Swiss  Convention  Centers 
(ASK),  have  joined  together  to 
work  together  with  you  to  create 
the  perfect  trip.  A  trip  that's  both 


affordable  and  enticing. 

So  this  year,  offer  the  incentive 
that  everyone  wants.  Mail  in  the 
coupon  and  one  of  Swissair's 
representatives  will  get  in  touch 
with  you.  You'll  find  that  giving 
Switzerland  away  makes  a  most 
inviting  incentive. 


FM5-15 


Swissair 

608  Fifth  Avenue 

New  York,  New  York  10020 

I  would  like  further  information  on 
planning  an  incentive  trip  to  Switzerland. 

Name . 


Address_ 
City 


_State_ 


#4> 

1^    ^ 

SWISS 

NATIONAL  TOURIST 

OfFIC£ 

ASSOCIATION  Of 
SWISS  CONVENTION 

aNTtits 

SWISSAIR 

■I 


The\yce  of  Ereedom 


1976  is  a  good  time  for  all  of 
us  to  reflect  not  only  on  the 
blessings  of  freedom  but  also  on 
the  enterprise  system  that 
flourishes  in  America  because  of 
it.  While  not  perfect,  it  has  brought 
about  a  better  life  for  more 
families  than  any  other  system 
anywhere  else  in  the  world. 

We  believe  this  system  is 
worth  preserving.  It  offers  the 
greatest  opportunity  for  each 
American  to  realize  his  or  her 
maximum  potential. 

We  hope  you  agree. 

The  means  to  communicate 
your  feelings  to  your  government 
officials— local,  state  and  national 
—is  virtually  at  your  elbow.  It's 
your  telephone.  We  hope  you 
will  think  of  it  as  your  Voice  of 
Freedom,  and  use  it  often. 


United  lelecom  ■■■ 

United  Telecommunications.  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications  Inc  ,  P  O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112. 

United  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company 

New  York  Stock  Exchange  symbol:  UT.  Newspaper  listing;  UniTel. 


NORELCO 

First  and  last 
word  in 
portable 
cUctation 


Any  of  these  portable  "idea  machines"  will  help  you 
keep  on  top  of  your  paperwork  wherever  you  go. 
Choose  the  full-featured  Norelco  88,  the  shirt-pocket 
95  or  the  low-priced  185.  They  record  30  minutes  or 
3,000  words  of  dictation  on  each  Norelco  "idea 
capsule®".  They  are  compatible  with  the  Norelco 
dictation  system.  Norelco  sells  more  dictation  ma- 
chines than  any  other  company  .  .  .  and  almost 
everyone  needs  a  Norelco  portable.  Call  your  Norelco 
dealer,  or  mail  the  coupon  today. 

Norelco . . .  Quality  and  Reliability 


At%i^U*f%^  Philips  Business  Systems,  Inc. 
Vr  VrW     A  NORTH  AMERICAN  PHILIPS  COMPANY 

175  Froehlich  Farm  Boulevard,  Woodbury.  New  York  11797 

□  Please  send  me  complete  Information. 

n  Call  me  for  an  appointment. 

Name 


Organization. 
Address 


.Phone_ 


City/State 

F-576-88/95/185 


-Zip. 


©1976  Philips  Business  Systems.  Inc. 


When  a  company  chooses 
to  assume  the  risk  of  paying 
all  or  part  of  losses  with  its 
own  funds  as  an  alternative 
to  the  purchase  of  insurance, 
w^hat  might  be  the  advan- 
tages and  disadvantages? 

A  brief  review^  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives. 


If  a  company  knows  that  it  can  expect  fairly 
predictable  losses  of  certain  kinds  year  after  year, 
it  can  choose  to  pay  all  or  part  of  those  losses  itself, 
rather  than  cover  them  with  commercial  insur- 
ance. This  is  the  essence  of  "self-insurance"  or 
risk  retention,  a  procedure  being  employed  by  a 
variety  of  organizations  today. 

What  are  the  conditions  which  make  self- 
insurance  a  valid  option.''  Probably  the  most  im- 
portant are  that  the  losses  involved  be  recurring 
and  that  they  be  similar  in  nature— both  of  which 
contribute  to  predictability. 

For  example,  an  organization  with  a  large 
fleet  of  trucks  might  find  that  each  year  the  fleet 
incurs  a  number  of  losses  with  roughly  the  same 
total  amount  of  loss.  Such  predictable  losses 
might  be  handled  through  self-insurance,  with 
the  firm  retaining  all  or  part  of  the  risk. 


Reduced  premium  payments 

Self-insurance  has  several  possible  advan- 
tages. The  reduction  or  elimination  of  premium 
payments  can  mean  an  obvious  cost  savings  to 
the  degree  that  retained  losses  plus  expenses  are 
lower  than  the  premiums  would  have  been.  But 
most  important,  self- insurance  will  permit  a  firm 
to  retain  cash  over  a  longer  period,  improving 
cash  flow  and  profitability  to  a  marked  degree. 

A  further  benefit  may  be  greater  motivatio 
for  preventing  losses  or  minimizing  them,  sine 
the  organization  itself  must  pay  such  losses  wit 
funds  which  it  can  otherwise  retain.  And  the  fir 
may  have  more  flexibility  in  dealing  with  th 
claims  of  its  customers,  employees  and  others. 


.ivr 


Burance 


Among  the  drawbacks  to  self-insnrance,  the 
xDssibility  that  unexpectedly  large  or  frequent 
osses  can  cut  into  profits  is  the  most  serious, 
iven  if  such  losses  do  not  materialize,  the  uncer- 
ainty  involved  can  be  a  psychological  burden  on 
Tianagement.  And  it  may  be  difficult  to  find  per- 
»nnel  able  to  administer  self-insurance  with  its 
mxDmetimes  demanding  program  and  claims  re 
^uirements. 

Most  of  the  disadvantages  can  be  minimized, 

owever.  For  instance,  the  impact  of  unexpect- 

ie|xily  large  or  frequent  losses  can  be  reduced  by 

stermining  the  firm's  capacity  to  absorb  such 

sses.  Once  this  aggregate  limit  has  been  estab- 

hed,  insurance  for  losses  exceeding  it  can  be 

mrchased— as  can  such  self-insurance  services 


as  administration,  loss  prevention  and  claims 
handling. 

Financing  the  retained  risk 

A  company  can  finance  its  retained  risks  in  a 
variety  of  ways,  including  the  use  of  working  cap- 
ital, cash  reserves  and  lines  of  credit,  or  the  estab- 
lishment of  a  subsidiary  or  "captive"  insurance 
company.  In  general,  the  method  and  effect  of 
self-insurance  should  be  carefully  analyzed  legal- 
ly and  financially  in  terms  of  each  firm's  particu- 
lar situation. 

As  a  fuller  discussion  of  self-insurance  from 
an  objective  standpoint,  IN  A  has  prepared  a 
booklet  entitled,  "Self-Insurance:  Some  Profes- 
sional Considerations!'  Copies  may  be  requested 
by  writing  INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

4:  4s  4: 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792. Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  insur- 
ance, life  and  group  insurance,  reinsurance  and 
risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 
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Side  Lines 


Watchdogs?  Or  Lapdogs? 

As  EDITOR  in  charge  of  this,  our  eighth  Annual  Directory  Issue,  GeoflFrey 
Smith  focused  on  the  role  of  boards  of  directors  as  his  central  theme. 
The  heat  is  on  boards  tiiese  days.  Why  didn't  they  act  earher  on  illegal 
payoflFs?  Why  have  so  many  of  them  permitted  their  companies  to  slip 
to  the  edge  of— or  over  the  edge  of— disaster  before  making  vitally  needed 
changes?  Are  boards  watchdogs?  Or  lapdogs?  Readers  will  find  this  issue 
chockablock  with  fascinating  facts  and  fascinating  comments  on  this  cen- 
ter-stage topic.  As  Smith  sees  it: 

"It  seems  to  me  the  central  question  with  boards 
of  directors  today  is:  How  do  you  breathe  new 
life  into  a  vestigial  remain?  Originally,  a  board 
was  a  periodic  reunion  of  financial  backers  and  en- 
trepreneurs. There  was  a  clear  sense  of  purpose. 
But  the  soaring  capital  needs  of  the  Industrial  Rev- 
olution diflFused  corporate  ownership  and  created 
ever  more  complex  organizations.  It  became  nec- 
essary for  boards  to  delegate  management  respon- 
sibilities entirely.  Boards  were  left  with  only  the 
vague  responsibihty  of  looking  out  for  shareholder 
interests— whatever  that  meant.  There  is  littie, 
aside  from  the  initial  thrill  of  prestige,  to  motivate 
the  director.  There  is  equally  little  to  punish  him 
if  he  neglects  his  task.  And  he  functions  amid  im- 
mense group  pressure  to  agree  cheerfully  and  un- 
varyingly with  management.  Or  else  quietly  resign.       Smith  of  Forbes 


"If  we  now  demand  more  from  board  directors,  as  it  appears  we  do, 
we  may  well  be  disappointed.  The  trend  of  recent  Supreme  Court  opin- 
ions seems  to  have  undercut  a  precedent  established  in  Escott  v.  BarChris 
Construction  Corp.,  which  created  negligence  Uability  for  directors.  Maybe 
the  court  is  wise:  The  threat  of  being  dragged  into  court  might  in  the 
end  freeze  boards  into  a  protect- my-flank  attitude  and  keep  highly  qual- 
ified executives  from  joining  in  the  first  place.  But  without  some  such 
stick,  how  do  you  motivate  directors?  What  carrot  do  you  have  to  offer 
them  so  that  they  will  assert  themselves  more?  I  don't  know  the  answer, 
but  I  do  know  we  must  find  a  way  to  breathe  new  life  permanently  into 
this  vital  but  seriously  ailing  institution." 

Will  the  lapdog  have  the  courage  to  bite  the  hand  that  feeds  it?  Ad- 
mittedly, that  is  asking  a  great  deal,  but  the  corporation— which  served  our 
society  so  well  for  so  long— is  under  hot  and  heavy  fire  from  every  di- 
rection. It  is  no  longer  enough  to  accept  blindly  the  doctrine  that  man- 
agement knows  best,  but  neither  can  we  afford  to  bind  managements  in 
impossible  shackles.  If  Forbes  hasn't  provided  the  answers  in  this  issue, 
we  have  certainly  raised  the  questions  in  bold  relief.  If  we  get  busi- 
nessmen thinking  constructively  about  the  problem— rather  than  simply  | 
hoping  it  will  go  away— we  will  have  achieved  our  purpose.   ■ 


FORBES.    MAY   15,    1976| 


OF  ALL  THE  THINKING 

THAT  WENT  INTO  VOLVO,  THIS  IS 

WHAT  WE  THOUGHT  OF  MOST. 

These  days, you  find  a  lot  of  car  makers  copying  eact)  other's   designs. 

In  building  a  Volvo,  we're  more  influenced  by  yours.  flKK^^-*-^**- 


Man  fakes  in  seven  quarts  of  air  per  minute       *-•--•• 
Volvo's  12- outlet  ventilation        ^ — ' 

system  keeps  it  /^  | 

/y~  continuously  fresh.         ir~^\ 


On  a   Volvo,  the  width  of  each  front 
roof  pillar  IS  less  than  the  normal 
distance  between  human  eyes.  / 

So  eyes   see  around  it.  // 


*r 


To  protect  your 
body,   Volvo's  body 
has  crumple  zones 
to  absorb  impact 
of  collision  before  it 
reaches  passenger  \ 
compartment 


To  reduce  muscle  tension, 
Volvo's  footrest  keeps  j 
left  foot  on  same         ^r 
plane  as  right.  X^  ^«9 


Human  hand  more  accurate  than 
human  foot  So  Volvo  puts  headlight 
dimmer  switch  on  steering 
column  instead  of  floor.      .  ^ 


Volvo's 
.bucket  seats  adjust'^ 
\'h  eight  different  direction^ 
N.  /o  satisfy  dimensional 
__^     requirements  of  97% 
yof  adult  population 


pressure  on  spinai 
discs  than  standing. 
\    To  relieve  pressure , 
\    Volvo  has  adjustable 

\     lumbar  support 
'^  for  small  of  back. 


Before  the  average  driver  can  move  his 
foot  from  the  gas  pedal  to  the  brake  in 
a  panic  situation,  a  car  will  travel  56  feet 
(otSSm.p.h.).  So  Volvo  puts  power  disc 
brakes  on  four  wheels,  not  just  two. 


VOLVO.   THE  CAR  FOR  PEOPLE  WHO   THINK. 
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TEXTRON 


COMBUSTION 
ENGINEERING 


^^  CHRYSLER 

^^af  CORPORATION 


J3  MAYTAG 


ClflRK 

Some 
MFMC     companies 

believe  tliat 
The  Austin  Method 
is  the  way 
tog 


Upjohn 


•  [• 


Austin's  single  source  of  responsibility  solves 
a  lot  of  problems.  That's  what  The  Austin 
Method  is  all  about.  Austin  pioneered  it.  If  your 
company  is  planning  to  build  new  facilities, 
then  making  full  use  of  The  Austin  Method  will 
offer  distinct  advantages.  You  can  minimize 
the  expense  of  using  supervisory  personnel  to 
oversee  individual  contracts.  And  you'll 
always  know  who  to  call.  Proven  success  with 
experts  who  really  understand  your  business 


is  why  so  many  companies  choose  to  design 
and  build  with  Austin. 

The  Austin  Method  is  the  integration  of  a 
full  range  of  consulting,  design,  engineering 
and  construction  services  with  undivided 
responsibility. 

Austin  services  are  available  through  43 
offices  in  the  United  States  and  abroad.  For 
more  information,  contact  The  Austin  Company, 
Cleveland,  Ohio  441 21. 


THE  AUSTIN 
COMPANY 

DESIGNERS   •    ENGINEERS   •    BUILDERS 
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to  send  US 


yourTricentennial  idea 
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Send  your  idea  to: 
Tricentennial  Dept.  FB 
Atlantic  Richfield  Company 
P.O.  Box  2076 
Los  Angeles,  CA  90053 

My  idea  is: 


From: 

Address. 
City 


State 


-Zip. 


We  have  always  been  a  nation  more 
interested  in  the  promise  of  the 
future  than  in  the  events  of  the  past. 

Here  at  Atlantic  Richfield  we  see 
the  future  as  an  exciting  time.  The 
best  of  times.  And  we  know  that  all 
of  us  can  achieve  a  splendid  future 
by  planning  for  it  now. 

We'd  like  your  help.  We  need  your 
vision.  America  will  change  a  great 


deal  by  the  year  2076.  We  want  you 
to  tell  us  what  you  think  those 
changes  should  be. 

What  do  you  envision  as  the  best 
way  to  solve  our  energy  problems? 

Should  we  have  a  universal 
language? 

How  do  you  think  architecture  of 
the  future  can  improve  on  that  of 
the  present? 


Or,  if  those  topics  don't  appeal  to 
you,  pick  one  that  does. 

Please  note  that  all  ideas  submitted 
shall  become  public  property  with- 
out compensation  and  free  of  any 
restriction  on  use  and  disclosure. 


ARCO    <> 


Petroleum  Produc'sof 

AtlanticRichfieldCompany 


pelebrate  America'sTricentennial  100  years  early 


i^ 


i 


Success  is  often  a  matter  of  balance. 


AMF  is  composed  of  a  group 
of  business  units,  balanced 
neatly  between  leisure  time  and 
industrial  products  manufacture. 

Each  is  a  premier  unit  in 
its  field. 

Leisure  products  on  one 
hand,  industrial  products  on  the 
other.  Strong  but  separate  in 
growth  potential,  profit  develop- 
ment, market  performance. 

Kind  of  like  a 
good  portfolio. 


IMus 
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A  Worldwide  Producer  of  Leisure  Time  and  Industrial  Products 


"Howgood  islennessee's  tradning 
program  for  new  industry? 

Let  these  folks  from 
Eaton  Corporation  tell  you." 


E;l»iv 


R.  J.  Rooke  (right)  is  Plant 
Manager,  and  Roger  Koenigshof 
left)  is  Employee  Relations 
Manager,  of  the  Eaton  Corpora- 
ion  Axle  Division  plant  in 
Humboldt,  Tennessee. 

looke:  "In  two  words,  it's  ex- 
ellent.  It  would  be  next  to 
mpossible  to  equip  a  facility 
ike  ours  with  trained  people 
n  such  a  short  time  without 
he  kind  of  help  we've  had 
rom  the  State  of  Tennessee. 
"You  see,  before  we  started 
his  plant,  Eaton  Corporation 
rad  never  made  axle  housings  in  the 
Jnited  States.  We  had  always  pur- 
hased  them  from  other  sources.  So, 
his  is  a  new  facility,  making  a  new 
roduct  for  us.  And  I  might  add  that 
ire're  making  our  housings  with 
ome  brand  new  processes. 
"While  they  may  look  the  same 
nder  the  truck,  they  contain  a  lot  of 
ew  engineering,  and  their  manu- 
icture  involves  many  special  new 
machines  —  some  of  which  are  the 
rst  of  their  kind  anywhere. 
"Obviously,  planning  and  imple- 
lenting  our  pre-employment  train- 
ig  program  are  not  insignificant  tasks, 
ut  Roger  and  the  State's  Industrial 
raining  Service  are  accomplishing 
fiem  very  successfully.  Between 
-ugust  of  1974and  the  end  of  1975, 
ley  recruited  and  brought  on  stream 
lore  than  200  people. 

idustriad  Training  Service 

oenigshof:  "We  could  not  have 
)ne  any  of  it  without  the  tremen- 
us  cooperation  we've  had  from 
eryone  —  the  city,  this  immediate 
ea,  and  the  State.  Even  though 
ere  was  a  great  deal  of  expansion 
ing  on  when  we  came  here,  every- 
e  has  been  very,  very  helpful  to  us. 

And  the  help  we  have  been  — 
still  are  — getting  from  the  State's 

ustrial  Training  Service  is  just  fan- 


tastic. In  the  beginning  they  made 
two  recommendations  which  have 
played  key  roles  in  the  success  we've 
had  so  far:  the  off-site  Training  Cen- 
ter and  the  Training  Coordinator. 

Off-site  Training  Center 

"They  wanted  to  set  up  the  Train- 
ing Center  as  a  separate  entity  from 
the  factory,  and  they  strongly  sug- 
gested that  it  would  be  to  our  mutual 
advantage  to  continue  it  as  a  separate 
entity  throughout  the  program,  rather 
than  try  to  incorporate  it  into  the  fac- 
tory when  the  facility  was  completed. 
We  agreed,  and  have  found  their 
guidance  to  be  absolutely  correct. 

"Keeping  the  train- 
ing program  in  the  off- 
site  center  has  allowed 
it  to  continue  to  be  a 
pre-employment  pro- 
gram, and  has  helped 
make  it  much  more 
flexible  and  effective. 
And  all  prospective 
employees  —  no  matter 
if  they're  skilled  main- 
tenance people,  tool 
and  die  makers,  super- 
visors from  another 
facility,  or  whatever  — 
they  all  go  through  the 
training  program  be- 


fore they're  hired  by  Eaton.  We've 
found  it  to  work  exceedingly  well. 

Training  Coordinator 

"The  second  major  recommenda- 
tion was  that  we  allow  them  to 
sponsor  a  full-time  Training  Coor- 
dinator to  direct  the  off-site  center, 
and  to  assist  us  in  the  continuing 
development  of  the  training  pro- 
gram. What  a  tremendous  contribu- 
tion he's  making!  I  had  no  idea  how 
much  of  the  training  load  he  would 
take  off  of  me.  With  his  help,  we're 
able  to  tie  the  whole  thing  together 
so  much  more  effectively  —  the  peo- 
ple, the  processes,  the  training  pro- 
gram, the  trained  employee  and  the 
final  product.  We're  also  able  to  eval- 
uate the  program  continually,  then 
go  back  and  refine  it  to  make  it 
even  better. 

"You  see,  a  lot  of  it  amounts  to 
matching  the  training  program  to 
our  needs  in  the  factory,  which  are 
still  developing.  The  coordinator  is 
able  to  take  new  output  as  it  appears 
and  feed  it  back  into  the  system  to 
improve  it.  I  really  can't  say  enough 
about  his  help.  It's  just  great." 

An  Excellent  Experience 

Rooke:  "We're  now  in  what  we  might 
call  our  'Phase  Two'.  We're  accelera- 
ting our  production,  and  Roger, 
with  the  kind  of  help  from  the  State 
he  has  related,  is  keeping  pace  in 
hiring  and  training  in  a  very  fine  way. 

"It  has  been  an  excellent  ex- 
perience. We're  a  team,  and  I  think 
that's  what  it's  all  about." 

For  more  information  on  Tennessee's  excellent  indus- 
trial training  services,  or  its  many  other  advantages  for 
industry,  just  let  us  hear  from  you.  Use  the  coupon  pro- 
vided, or  caJJ:  (toU  free)  800-251-8594. 

1 

F.  B.  Harris,  Tennessee  Industrial  Development  Division 
1004  Andrew  Jackson  Bldg.  Dept.  FB-4,  Nashville,  TN  37219 

Please  send  me  information  about  Tennessee's  advantages  for 
business  and  industry. 


Name  and  title . 

Company 

Address 


City- 


-State. 


.Zip. 
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Business  is  gpod. 
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Trends  &Tangents 


Blue  Is  Beautiful 

The  French  government  has  begun 
a  cxjnsciousness-raising  campaign  to 
improve  the  social  status  of  its  blue- 
collar  workers.  The  newly  formed 
French  equivalent  of  the  U.S.  De- 
partment of  Labor  has  put  up  7,000 
posters   in   middle-class   urban   areas 


saying  "Now,  priority  to  manual  work- 
ers."  But  the   message  is   aimed   as 

much  at  the  workers  themselves  as  at 

""^"J"""      the  bourgeoisie.  It  is  an  attempt  to 
Foreign      sugarcoat  the  bitter  pill  of  growing 

French  imemployment— now  about  1 

million.  Because  of  inadequate  new 
investment  in  French  industry,  there 
are  fewer  suitable  jobs  for  middle- 
class  university  graduates,  which  will 
probably  mean  a  few  steps  down  t|ie 
job  ladder  for  many— a  hard  thing  to 
take  in  class-conscious  France.  As  a 
consequence,  more  French  blue-collar 


They 

dmftmake 

one-sUle^ 
paper. 


Wbyareyon 
still  making 
one-sided  copies? 


Facts  are  facts.  No  one  has 
perfected  one-sided  paper.  So, 
if  you  continue  to  copy  on  just 
one  side,  half  your  investment 
in  costly  paper  is  wasted. 

And  it's  needless  waste,  be- 
cause Addressograph  Multi- 
graph  has  perfected  two-sided 
copying--wiYA  the  only  high- 
volume  copymaker  that 
prints  on  both  sides  in  one 
quick  pass. 

Not  only  will  the  AM  4875 
"Both  Sides  Now"  Copymaker 
save  you  50%  on  paper,  but 
50%  on  machine  and  operator 


time  as  well.  Plus  substantial 
filing  and  postage  expense. 

So  if  your  organization  copies 
very  many  multi-page  docu- 
ments, AM  two-sided  copying 
can  be  your  answer  to  still- 
rising  labor  and  material  costs. 

It's  time  to  see  for  yourself. 
Call  your  local  Multigraphics 
Sales  Office  to  arrange  a  dem- 
onstration. Or  write  Dept.  M, 
1800  W.  Central  Road, 
Mt.  Prospect,  Illinois  60056. 


We  make  you  look  better  on  paper. 

A 

1^1  ADDRESSOGRAPH  MULTIGRAPH 

|U^  MULTIGRAPHICS  DIVISION 


workers  will  probably  have  to  do 
the  street-sweeping,  garbage-collect- 
ing and  lavatory-attending  now  re- 
served for  African  immigrants. 

Taxes  Down  Under 

Those  still  hurting  from  their  Apr. 
15  bout  with  the  Internal  Revenue 
Service  may  find  these  facts  about 
Australian  taxes  a  small  comfort. 
Australians  hit  the  60%  tax  bracket 
when  they  earn  $25,000  (U.S.)  an- 
nually, which  is  about  the  average 
salary  for  a  plant  manager  or  a  con- 
troller. If  you  earn  more  than  $17,500 
(U.S.)  you  cannot  deduct  mortgage 
interest  costs;  and  while  there  is  no 
sales  tax  on  necessities,  the  sales  tax 
on  a  car  may  run  as  high  as  27%.  In- 
deed, a  partner  for  Peat,  Marwick, 
Mitchell  &  Co.  in  charge  of  the  firm's 
tax  practices  in  Austraha  estimates 
that  the  folks  down  under  currently 
pay  about  double  the  tax  of  their 
American  counterparts. 

Timing  Of  The  Liming 

The  dosage  it  uses,  claims  the 
Swedish  Forest  Service,  is  as  im- 
portant as  the  medicine  used  to  neu- 
tralize the  acid  content  of  a  pollut- 
ed lake.  Lime  deposited  directly  in 
the  lake  flows  out  in  sizable  quanti- 
ties before  it  can  take  effect,  so  the 
Swedes  decided  on  a  strategy  that 
would  make  nature  work  in  their  fa- 
vor instead.  The  lime  is  planted  in  in- 
flowing streams  and  adjacent  basins, 
allowing  it  to  seep  into  the  lake  in 
small  doses.  For  such  a  project  in 
central  Sweden,  1,000  tons  deposit- 
ed near  a  lake  are  expected  to  pre- 
vent acidification  for  as  long  a  period 
as  ten  years. 

Future  Shock 

While     newly     emerging     nations 
make  attractive  markets  for  the  mak- 
ers   of   technological   products,    there 
are   some   distinct   cultural   problems. 
The   president  of  a   company  which 
makes   television   equipment   tells    of 
rural   inhabitants   in   one   such   coun 
try  coming  into  the  village  at  night  U: 
watch  the  single  TV  set  the  govern 
ment  has  installed  there-carrying  Ion 
poles  with  lights  on  the  end  to  wan 
off  evil  spirits.  And  another  story  inak 
ing  the  rounds  concerns  a  compain 
which  sold  a  complex  computer-con 
trolled    switching   system   to   a   sma 
Arab  sheikdom,  only  to  find  out  tli 
no  building  had  been  erected  and  tli 
equipment  was  being  housed— literal 
ly— in  a  tent. 

A  Bird,  A  Plane  ...  A  Falcon? 

Australian  pilots  are  finding  Uk 
job  easier,  thanks  to  a  unique  n( 
air  force— trained  falcons.  Sydney  Ai 
port  in  Australia  is  using  them  to  kc« 
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When  a  desktop  demonstration  isn't  practical, 
film  is  good  business* 


Demonstrate  with  fi  Im. 

When  your  product  is  too  messy, 
too  big,  too  small,  or  too  complicated 
to  make  the  rounds  with  your  sales- 
people, let  a  demonstration  movie  or 
si  ide  presentation  do  the  job. 

Whatever  your  product  is  -what- 
ever it  does  -  fi  Im  can  show  it  at  its 
best.  With  impact,  color,  and  drama. 
And  with  special  effects  like  anima- 


tion, slow  motion,  and  stop  action. 

A  hard-hitting  film  presentation 
can  cost  less  than  one  hard-hitting 
ad.  And  your  presentation  can  be 
dupl icated  for  distribution  to 
dozens  of  prospects. 

For  more  information, 
contact  an  AV  specialist. 
Or  get  i  n  touch  with  us. 
We'd  I  ike  to  help. 


Eastman  Kodak  Company  5-38 

Dept.  640- B,  Rochester,  N.Y.  14650 

a  Send  me  the  20-page  color  booklet.  VISUAL  LOG, 
which  explains  how  to  produce  movies  and  slides  for 
business,  and  shows  how  they  can  work. 
D  Send  me  a  set  of  five  "Film  is  good  business"  cartoons, 
suitable  for  framing. 

Name 

Title 

Company 

Address City 

State Zip Phone 


Good  roots  make  for 


iOT-§Qod  grqyth. 


A.  Wood  Products  Manufacturi 

B.  Paper  Manufacturing 

C.  Building  Materials  &  Service 
Distribution 

D.  Office  Products  Distribution 

E.  Composite  Can  Manufacturing 


F.  Corrugated  Container 
Manufacturing 

G.  Envelope  Manufacturing 

H.  Kitchen  Cabinet  Manufacturing 
I.  Manufactured  Housing 
J.  Door  Manufacturing 


7,000,000  acres  of  timberland 


Our  ten  component  businesses  share  an  important  characteristic. 
They're  all  rooted  in  the  forest.  Their  products  derive  from  a  renewable 
resource,  so  they  have  the  capacity  to  grow. 


They  also  have  another  thing 
going  for  them.  They  all  rank  among 
the  leaders  in  their  respective 
businesses,  yet  they  have  small 
market  shares.  So  they  have  the 
opportunity  to  grow. 

Combine  capacity  and 
opportunity,  and  you're  led  to 
conclude  that  our  potential  is 
virtually  unlimited— if  we  have  what 
it  takes  to  take  advantage  of  a  good 
business  situation.  Do  we? 

A  fair  question.  And  one  only 
performance  can  finally  answer. 
Meanwhile,  here  are  two  things  we 
are  doing,  nationally  and  inter- 
nationally, to  make  sure  our 
performance  measures  up  to  our 
potential. 

First,  we  plan  to  invest  $1.1  billion 
capital  in  our  component  businesses 
between  1974  and  1978. 

Here's  how  we're  using  this 
money. 

1.  Make  sure  all  facilities  are  well 
maintained,  safe  and  environmentally 
sound. 

2.  Purchase  additional  tfmber- 
lands  to  supplement  the  7  million 
acres  we  presently  own  or  control 
(including  joint  ventures).  We  may 
also  buy  timberland  with  the 
company's  stock. 

3.  Increase  the  capacity  and 
efficiency  of  our  43  lumber  and 
plywood  mills.  For  example,  we're 
now  modifying  some  of  them  so 
they'll  be  able  to  utilize  trees  more 
fully  by  processing  smaller  logs  and 
wood  residues. 

4.  Expand  our  businesses  which 
fabricate  and  distribute  building 
materials  and  factory-built  houses. 

5.  Expand  our  packaging  and 
office  products  distribution 
businesses.  We  plan  to  bring  new 


packaging  plants  on  stream  in  the 
near  future  to  meet  existing  demand. 
And  we  plan  to  expand  our  office 
products  distribution  operations  into 
at  least  one  new  metropolitan  area 
per  year  through  1978. 

We're  investing  the  largest  share 
of  our  capital  program  in  our  paper 
manufacturing  operations.  Our  14 
pulp  and  paper  mills  in  the  U.S., 
Canada  and  overseas  and  the  wide 
range  of  products  they  make  give  us 
an  excellent  opportunity  to  capitalize 
on  the  world-wide  demand  for  paper 
products. 

Second,  we're  rewarding  our  managers 
according  to  the  return  on  invested 
capital  our  company  produces. 

They  have  a  special  incentive  to 
demonstrate  their  ability;  we  have  an 
objective  yardstick  to  measure  it. 

Underlying  these  activities  is  the 
point  we  made  at  the  outset  of  this 
ad.  Good  roots  do  make  for  good 
growth.  And  we  have  good  roots. 
We've  been  manufacturing,  converting 
and  distributing  forest-related 
products  profitably  since  Boise 
Cascade  was  first  formed  back  in 
1957.  We  know  from  experience, 
money  does  grow  on  trees. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report, 
c/o  Boise  Cascade  Corporation, 
Communications  Dept.,  One  Jefferson 
Square,  Boise,  Idaho  83728.  For  5 
more  dispassionate  view,  call 
your  broker. 


Boise  Cascade 
Corporation 


CBOISE  CASCADE  CORPORATION  1976 


Great  Country  in  the 
heart  of  a  Great  Country 


. .  .spacious  skies,  green  hills,  purple  valleys. .  .and  amber  waves  of 
grain.  Kansas.  One  of  the  most  natural  and  most  relaxed  places  in  the 
United  States. 

We  invite  you  to  come  to  Kansas.  Look  around  where  there's  room  to 
move  around.  It's  a  great  place  to  raise  your  spirits,  your  family. . . 
your  profits. 

Write  for  Travel  Literature.  .  .or 
Industrial  Development  data: 


[^ 


KTTRrS  fTSl 


KANSAS  DEPARTMENT  OF 
ECONOMIC  DEVELOPMENT 
503  KANSAS  AVE.,  6th  FLOOR,  ROOM  F 
TOPEKA,  KANSAS  66603 


Last  year,  American  companies 
spent  135  billion  dollars  on  next  year. 


It's  no  secret  that  1 975  wasn't  a 
great  year  for  business.  At  Eaton 
we  had  it  tough  like  some  others. 

But  there's  one  thing  we  hardly 
cut  back  on  at  all.  Our  investment 
in  the  future. 

We  spent  well  over  $1 00  million 
on  new  plants  and  equipment  and 
research  and  development. 

And  this  is  no  new  policy  for 
Eaton.  Every  year  since  1 970 
we've  invested  more  than  half  the 
amount  of  our  pre-tax  profits 
like  this. 

We've  opened  1 1  new  plants  in 
5  states,  to  build  truck  compo- 
'  nents,  construction  vehicles, 
materials  handling  equipment, 
tree  harvesting  vehicles,  security 
products  and  appliance  controls. 
And  we've  expanded  into  the 
automobile  service  market,  open- 
ing 14  new  centers  in  the  last  two 
years. 

And,  of  course,  we're  not  alone. 

Even  in  a  tough  year  like  1 975, 
American  companies  spent  $1 35 
billion  on  the  future.  And  this  year 
the  figure  will  be  even  higher. 

That's  where  the  jobs  of  the 
future  are  coming  from.  And  they 
won't  be  "rriake-work"  jobs. 
Because  this  money  is  spent  on 
sound  business  principles.  The 
jobs  it  creates  are  real  jobs. 

Solidly  based.  And  worth  doing. 

In  American  business,  that's  the 
way  it  is.  And  that's  why  our  private 


enterprise  system  is  the  most  cre- 
ative force  we've  got  going  for  us. 
If  you'd  like  to  know  more  about 
how  it  works  at  Eaton,  write  for  our 
1975  Annual  Report  and  our  book- 
let "Change  through  Innovation." 
Eaton  Corporation,  100  Erieview 
Plaza.  Cleveland,  Ohio  441 1 4. 
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See 

Frank  R  Hall 

ruiL 


As  insurance  brokers, 
we  keep  a  bag  packed. 

We've  structured  our  organi- 
zation to  solve  your  problems  fast. 

In  major  cities  coast  to  coast, 
and  abroad,  you'll  find  a  network 
of  Hall  offices  staffed  by  special- 
ists in  every  aspect  of  risk  coverage 
as  it  applies  to  your  business. 

If  our  local  people  need  help 
(they  usually  don't),  we'll  field  a 
task  force  of  scientists,  engineers, 
analysts— you  name  it— in  a 
matter  of  hours. 

We've  become  one  of  the 
world's  leading  insurance  brokers 
by  our  ability  to  bring  fresh, 
innovative  thinking  to  every 
problem.  And  by  making  your 
timetable  ours. 

Whether  your  business  is 
local,  national  or  multinational, 
our  bags  are  packed. 

Give  us  a  call.  We'll  come 
running. 


Offices  in  60  major  cities  here 
and  abroad. 

For  further  information  call  or 
write  Richard  A.  Archer,  Chairman, 
FrankB.  Hall&Co.,  Inc., 
549  Pleasantville  Road, 
Briarcliff  Manor,  N.Y.  10510 
(914)  769-9200. 


When  you  need  a  better  solution. 
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Brain  waves. 

The  most  sophisticated 
tool  yet  devised  by  elcc 
tronics  is  making  waves. 
Brain  waves. 

It's  the  microprocessor. 

Never  before  have  we 
crammed  so  much  thmkimz 
power  into  so  small  a  space 
...  thousands  of  transistors 
within  less  than  a  quarter 
inch  square. 

.  It  can  be  programmed  to 
soak  up  a  stream  of  complex 
information,  make  split- 
second  calculations .  .  and 
give  intelligent  orders. 

That's  how  it  works  today 
to  control  machine  tools  or  to 
think  for  desk-toj)  computers. 

And  how  it  will  work 
tomorrow  to  run  chemical 
processes,  switch  telephone 
systems,  improve  gasoline 
mileage,  save  energy  in 
operating  whole  factories. 

And  it  can  be  mass- 
produced  inexpensively. 

The  microprocessor. 
A  universal  tool  o{  the  future. 

Innovating 
in  electronics. 

From  the  beginning. 


Hie  World  ofFruehauf. 
Leading  the  way  with  the 
industiy's  first  S-year  warranty. 

It's  called  the  "Long  Ranger,"  and  every  time 
someone  buys  a  new  Fruehauf  Trailer,  it  rides 
again. 

Our  Hobbs  Division  has  its  own  version  of 
this,  the  trailer  industry's  first  5-year  warranty— 
backed  by  a  corporation  that's  been  a  leader  for 
over  half  a  century. 

Since  August  Fruehauf  built  America's  first 


trailer,  back  in  1914,  we've  introduced  such 
advancements  as  the  first  van-type  trailer,  the 
first  tank-trailer  and  the  first  stainless  steel  van. 

And  now,  it's  the  first  5-year  warranty.  On 
Fruehauf  Division  and  Hobbs  products. 

Do  you  suppose  August  Fruehauf  ever 
dreamed  that  one  of  his  company's  most 
dramatic  advancements  would  be  made  of  papier 
—and  backed  by  a  billion  dollar  corporation? 

To  learn  more  about  our  leadership  role, 
write  for  our  annual  report: 
Fruehauf  Corporation,  Dept.  FO-56, 
10900  Harper  Ave., 
Detroit,  MI.  48232. 
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FRUEHAUF  FIVEYEAR 
WRRRANTY 
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Trends  &Tangents 


other  birds  away  from  runways  and 
flight  patterns.  To  ensure  that  the 
falcons  themselves  don't  fly  too  close 
to  aircraft,  falcon  handlers  coordinate 
with  air-trafiic  controllers.  The  Aus- 
tralian Department  of  Transport  even 
plans  to  establish  falcon  breeding  cen- 
ters if  the  experiment  lives  up  to  its 
early  promise. 


Business 


Free  Food 

As  everyone  knows,  oil  can  run  au- 
tomobiles, heat  homes  and  power  jet 
aircraft.  Now  scientists  believe  it  can 
also  be  made  into  food  for  both  hu- 
mans and  animals.  Specifically,  they 
call  it  single  cell  protein  (SCP),  and 
it  is  made  primarily  from  methanol, 
a  petroleum  derivative.  Provesta 
Corp.,  a  subsidiary  of  Phillips  Petro- 
leum Co.,  is  now  trying  to  talk  the 
food-short  but  crude-rich  Arab  coun- 
tries into  building  commercial-sized 
SCP  plants.  Ironically,  it  would  cost 
the  Arabs  nothing  to  supply  the  raw 
materials.  All  of  them  are  burned, 
or  flared,  in  Arab  oil  fields.  Provesta 
estimates   that  the   gases  now  flared 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer,  n  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAIUNG  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


''They  took  some  of  the  gems.. .  most  of 
theVan  Goghs...and  all  the  Chivas!' 


Chivas  Regal  •  12  Years  Old  Worldwide  •  Blended  Scotch  Whisky  •  86  Proof 
General  Wine  &.  Spirits  Co.,  NY. 
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NCR  online  computer  systems 

provide  depositors  in  Kuwait  and  Chicago 

with  the  same  fine  service. 


Customers  of  financial  institutions  In  Kuwait  get  fast 
and  accurate  service  from  their  NCR  online  system. 
It  Is  the  same  story  In  Chicago  and  hundreds  of  other 
cities  around  the  globe.  It's  a  small  financial  world. 

Because  NCR  is  multinational,  our  financial 
customers  and  their  customers  benefit  from  skills 
and  knowledge  of  over  80,000  NCR  employees  in 


over  120  countries.  What's  more,  these  benefits  flow 
to  many  other  industries — probably  yours. 

Wherever  NCR  computer  systems  are  sold,  the 
same  fine  NCR  support  is  available.  Another  big 
reason  why  the  financial  world  is  getting  smaller 
and  smaller. 


NCR 


Complete  Computer  Systems 


15  will  buy  you 


.  an  authentic  reproduction  of  the 
rtraordinary  P&H  hydraulic 
jck  crane.  Ruggedly  constructed 

metal  on  a  1:50  scale;  over 
"  long  with  18  rubber  tires  and 
boom  that  telescopes  to  32". 

.  a  collector's  item  that's  sure 

command  attention  on 
)ur  desk  or  at  home  in  the 
inds  of  constructioneers 
)ung  or  old. 


A  ppftnge  Stamp 

wlU  9et  you  the 

facts  en  a  company 

that  is  grenrins  faster 

and  b^ser  tlian  you 

might  thinki 

Harnischfeger  Corporation 

Our  first  quarter  set  the 

pace  for  a  strong  "Ttt- 

slil|Hnents  tofifiecl  $105 

mllllon-up  84%  over  same 

period  last  year-income  rose 

58%  and  earnings  bicreased 

to  22%  over  and  abone 

f  hst  quarter  of  1975 


Public  Relations  Dept.,  Harnischfeger  Corporation,  Box  554F,  Milw.,  Wl  53201 

□  Here's  my  $1 5.  Send  me  the  hydraulic  crane  model. 
Make  check  or  money  order  payable  to  Harnischfeger  Public  Relations. 

I I  Send  me  your  latest  Corporate  Profile  and  Annual  Report. 

Name Firm 


Address. 


City. 


State. 


Zip- 


Builders  of  "P&H" . . .  electric  mining  shovels,  hydraulic  and  conventional  truck  cranes, 

overhead  cranes,  hoists,  automated  material  handling  systems  and  electrical 

products . . .  first  choice  of  capital  equipment  buyers  looking  for  quality,  dependability  and  service. 


"If  I  hove  to  go  to  New  York, 
I  wont  oil  of  it'.' 


Boy  do  I  complain 
when  I  hove  to  go  to 
New  Yorl-^  on  business. 
It's  Q  hassle  and  a  grind 
and  too  much  worl-^. 
Except  when  I  get  there. 
Then,  for  the  week,  I  always  wish 
that  I  lived  there. 

I  con  always  find  some  little 
"chotchko"  from  Design  Research  or 
Georg  Jensen  to  bring  bock  and 
show  off. 

If  I  have  to  go  to  New  York,  I  want 
all  of  it.  I  stay  at  The  Biltmore.  Whether 
I'm  in  the  lobby  or  my  room,  I 
know  I'm  in  New  Yorl^.  (Then  there's 
that  great  check  out  system.  I  just 
drop  off  my  key  They  bill  me  later) 
Once  I  hod  to  stay  in  one  of  those 
big  chain  hotels  that  could  be  in  any 
city  in  the  country  and  probably  is. 

Then  you  should 
hove  heard  me. 


The  Siltmorc 


43rd  6  Modison 

(600)  221-2690.  In  New  York  State,  coll 

(800)  522-6449  In  the  city  661-1717 


Coll  your  corporofe  trovel  office  or  travel  ogent. 
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in  just  one  Middle  East  country  couldl 
serve  as  the  source  of  energy  to  maktT 
enough  SCP,  when  used  as  a  food! 
supplement,  to  bring  the  daily  diets! 
of  500  million  people  up  to  an  accept-l 
able  nutritional  level.  Unfortunately,! 
it  may  be  years  before  such  projects | 
get  beyond  the  talking  stage. 

How  To  Win  Customers 

If  you  go  to  England  this  summer  I 
and  the  nights  are  chilly,  think  twice! 
before      buying      U.S. -manufactured! 
flannel   pajamas   there.    According  tol 
a    recent    ruling    by    the    Consumer  | 
Product  Safety  Commission,  U.S.  man- 
ufacturers   may    export    apparel    that| 
they  can't  sell  here  because  the  cloth- 
ing is  not  up  to  the  standards  set  by 
the  Flammable  Fabrics  Act.  The  com-| 
mission  says  the  goods  have  to  be  dis- 
covered to  be  in   noncompliance  be- 
fore they  leave  the  factory  for  distri-l 
bution   and   must   be    clearly   labeled  | 
"for  export  only." 

Fishing  Around 

Fish-farming,  the  ancient  Japanese! 
cash   crop,    has   inched   its    way   into! 
U.S.    big    business.    Union    Carbide, 
Weyerhaeuser     and     Ralston     Purina  | 
have  taken  a  dive  into  providing  trout^ 
catfish,  oysters,  salmon  and  lobster  foi 
America's   tables.   The    National    Ma- 
rine Fisheries  Service  estimated  that 
the    current    91-million-pound,    $54- 
million-a-year  industry  will  grow  se\ 
enfold  by  1982.  But  the  best  is  yet  I 
come:  Aquaculture  uses  what  the  res: 
of   society   rejects.    Utility   companii 
have  taken  a  special  interest  in   thi 
ventures,  since  experiments  are  show 
ing   that   fanned    fish    thrive    in    tin 
warm  water  discharged  by  generating: 
plants— the   same   water   conservation 
ists  decry  as  "thermal  pollution."  Un 
sightly  strip-mining  ponds  and  grav»l 
pits    have    been    converted    into    fisli 
farms,  and  old  tires,  junked  cars  and 
concrete  pipes  are  serving  as  fish-ai 
tracting  artificial  reefs. 

Diner's  Paradise-On-The-Ohio 

What   American   city   has    the   btst 
eating?  New  York?  Nope.  San   Fran 
Cisco?    Guess    again.    Cincinnati,    the 
Queen  City  on  the  Ohio  River,  is  the 
U.S.    gourmet   capital.    Mobil   Oil    re 
cently  announced  the  six  recipients  ol 
its  annual  five-star  award  for  dining 
excellence,   and   named  Cincinnati   as 
the  only  city  to  house  two  winners, 
the    Maisonette    and    Pigall's.    Why? 
Simple,    Maisonette    owner    Michael 
Comisar   says   with   a   touch   of   Mid- 
west snobbery:  "Cincinnatians  apprc 
ciate  good  things."  ■ 
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Y)u  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 


^^■■^fVW^^^j 
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s^s^sis:^ 
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;  OLD  BUSHMILLS 


"7^  BLEND 
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ilic''Yachtsman"glass  created  tor  the  Bushmills  Collection  by  Henry  Halem 


.  hlini  1 1  <i  KM  W.  Irisli\X1iiski<.-s.  S6  l>r< . 


Bushmilk 

The  worlds  oldest  whiskey. 

What  individuals  have  poured 

into  their  glass  since  1608. 


Its  time 
American  Industry 

tooka  stand/ 
for  Ecee  Enterprise. 


Kerens  Why.  Food prices.Gas-  Where  will  it  end? 

oline  prices.  Car  prices.  Double-  The  grim  possibility  per- 

digit  inflation.  sists  that  it  could  end  in  tne 

The  American  people  death  of  the  system  that  has 

feel  like  they  have  been  sucker-  made  ours  the  mightiest  indus- 

punched  in  the  pocket  book,  trial  nation  on  earth. 
Repeatedly.  Too  many  of  us  have  cho- 

They  don't  know,  or  don't  sen  to  keep  alow  profile  through 

care,  about  the  avalanche  of  a  growing  storm  of  disapproval, 
regulations  and  restrictions  Yet,  the  time  is  clearly 

that  have  made  painful  price  here  when  it  is  imperative  that 

rises  unavoidable.  the  benefits  of  free  enterprise 

Public  approval  of  busi-  be  pointed  out  to  those  who 

ness  is  at  an  aU-time  low.  have  benefited. 

And  a  recent  Gallup  Poll  We  at  Phillips  Petroleum 

found  that  a  majority  of  Amer-  think  that  the  responsibility  for 

ican  college  students  don't  even  doing  this  lies  with  the  people 

understand  the  economic  who  work  at  the  heart  of  tne 

system  they've  grown  up  in.  system:  America's  businesses. 


Here's  How.  Underlying  a 
lot  of  the  American  people's 
resentment  of  American  busi- 
ness and  the  free  enterprise 
system  is  simple  ignorance  of 
the  system. 

So  the  Phillips  Petroleum 
Company  is  producing  adver- 
tising that  points  out  specific 
benefits  of  the  system. 

In  order  to  gain  wider 
coverage  for  the  free  enter- 
prise message,  weVe  offering 
pretested  television  commer- 
cials to  any  company  wanting 
to  use  them. 


Free  Enterpriie. 

Sometimes  we  forget 

how  well  it  works. 


YOUR  NAME. 


TELEVISION 


RADIO 


MAGAZINE&NEWSPAPER 


And  for  companies  un- 
able tQ'  use  television,  we  Ve 
mdcing  taped  radio  commer- 
cials, newspaper  and  magazine 
ads  available  at nominalcost. 

Companies  who  join  in  the 
program  will  also  be  informed 
of  subsequent  advertising  in 
the"Free  Enterprise"series. 

We  will  tag  the  commer- 
cials with  your  logo  through 


our  facilities.  For  each  com- 
mercial the  charge  will  be 
$160  for  your  first  print,  plus 
$  1 2  for  each  additional  print. 

The  $160  charge  covers 
only  our  costs  incurred  in 
making  optical  transfers  and 
for  film  lab  costs  in  producing 
one  air-qualityprintfor  you. 

Media  selection  and  pay- 
ment are,  of  course,  up  to  you. 

If  you  are  interested,  mail 
in  the  coupon  We  urge  you  to 
do  so.  American  industry  can 
no  longer  afford  to  harbor  its 
own  silent  majority. 

It's  gone  past  the  point 
where  an  isolated  business  has 
come  under  attack.  The  sys- 
tem itself  is  in  danger. 

And  if  we  don't  stand 
up  for  it,  who  will? 


Phillips  Petroleum  Company,  Advertising  and  Merchandising 
326  Adams  Bldg.,  Bartlesville,  OK  74004 

Please  send  me  the  brochure  and  ordering  information  on  the 
"Free  Enterprise"  commercial  program.  1  understand  that  this 
request  puts  me  under  no  further  obligation. 

FBS5 


Name 


Company  Name 


Title/Position 


Address 


State 


Zip 


The  Performance  Company 


Sogo  Shosha: 

A  proven  business  concept, 
ideal  for  today's 
economic  climate. 


Nissho-lwai,  one  of  the  world's  largest  general 
trading  companies,  or  "Sogo  Shosha",  is  deeply 
committed  to  global  trade.  With  1 50  offices 
throughout  the  world,  we  have  the  ability  to  do 
business  with  anyone,  anywhere,  anytime.  Last 
year,  we  assisted  American  companies  in  over  $3 
billion  in  foreign  trade. 

Whether  your  needs  are  imports  or  exports, 
financing  or  construction,  joint  ventures, 
exploration,  or  other  business  activities,  we  are 
prepared  to  assist  you  in  any  or 
every  step  of  the  way. 

We  would  be  pleased  to  speak  to  you  about  your 
requirements. 


Nissho-lwai 
American 


<^ 


The  American  Subsidiary  of 

Nissho-lwai  Co.,  Ltd. 

Rockefeller  Center 

1211  Avenue  of  the  Americas 

New  York.  NY  10036 
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The  Real  Culprit 

Sir:  Re  your  article  on  how  OPE* 
gained    its    power    over    oil    pric< 
("Don't   Blame   The   Oil  Companies 
Blame  The  State  Department,"  Api 
15).   It  is  much   the  best  history  of 
.these  events.  Perhaps  the  real  moral 
of  the  story  is  that  it  does  not  pa\ 
to   be   indirect.   We   could   subsidi/ 
Iranian   armaments    and    make    them 
into  a  much  more  reliable  bulwark  oi 
our  defense  for  a  tiny  fraction  of  what 
we  are  paying  out  in  higher  oil  prices, 
not  to  mention  the  damage  inflicted 
on  the  rest  of  the  world. 

— M.A.  Adelman 

Prof,  of  Economics, 

M.I.T. 

Cambridge,  Mass. 

Sir:  Why  did  it  take  Kissinger  so 
long  to  fire  Arab  advocate  James- 
Akins?  Why  is  the  U.S.  paying  him; 
even  a  partial  pension?  What  he  didi 
was  close  to  treason. 

— BiRGITTA  CamPBEI.I 

Marshalltown,  Iowa 

Sir:   You've  pieced  together  a  se- ' 
quence  of  events  nearly  as  explosix  < 
as  Watergate. 

—William  Bermax 
Fairfax,  \'a. 

Sir:    Thank  God  someone   at  last 

has  had  the  fortitude  to  expose  [this]. 

—Bill  Rollins 

Panama  City,  Fla. 

Sir:  ...  a    commendable    piece    ot 
journalism. 

— PlETER  KOHNSTAM 

New  York,  NY 

Sir:  .  .  .  excellent  article. 

— C.  Lankford  Walkih 

Athens,  Ga 

Good  Cover 

Sir:  Henry  Martin  should  be  com- 
mended for  such  a  humorous  and  ci  < 
ative  cover  (Apr.  15)\ 

—Ralph  P.  Howarth  Jh 
Moline,  111. 

Sir:  The  men  in  your  cartoon  all' 
wear  button-down  shirts  and  are  bald 
The  woman  is  a  purscd-lipped  dow 
ager  with  a  hairstyle  tNvo  decades  old 
The  inference  is  that  the  chairnK  n 
of  companies  are  fat-jowled,  blank 
eyed  complacent  people. 

—Ben  O.  Yelverton  Jh 
Rocky  Mount,  N  ( 

Sir:    The  cover  gave  me  a  gr( 
lift!  My  associates  presented  it  to  n 
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^^Opening  a  plant  in  Puerto  Rico 
is  one  of  the  smartest  decisions 

weVe  ever  made'' 


Enthusiastic  is  the  best  way  to 
describe  Alfred  J.  Roach's  assess- 
ment  of  his  manufacturing  expe* 
rience  in  Puerto  Rico. 

Mr.  Roach  is  chairman  and 
president  of  Til  Corporation.  Til  is 
a  company  specializing  in  surge 
arresters  for  the  communications 
industry  and  waste  water  and  water 
purification  systems. 

Read  the  Til  story  and  send  in 
the  coupon  below  for  more  details. 

^"¥T^7e  spent  two  years  looking  for 
W  plant  sites  which  offered  a  con- 
venient production  and  shipping  point 
for  both  the  U.S.  and  Latin  America. 
"We  checked  out  Haiti,  Mexico  and 
the  Dominican  Republic  among  others. 
But  no  location  could  match  Puerto 
Rico  for  profit  potential.  So,  in  February 

tt  We  began  turning  a 
profit  within  four  months 
of  start-up.  >> 

1975,  we  opened  a  23,500-sq.-ft.  plant 
in  Toa  Alta,  Puerto  Rico. 

"When  we  first  looked  into  Puerto 
Rico,  Industrial  Representatives  of 
their  Economic  Development  Admin- 
istration (Fomento)  in  New  York 
promised  us  every  assistance.  They  were 
as  good  as  their  word. 

"Fomentb  steered  us  to  Toa  Alta,  an 
area  just  outside  San  Juan  with  a  pool 
of  experienced  electronics  workers. 
They  then  paid  the  salaries  of  our 
Puerto  Rican  production  manager,  per- 
sonnel officer  and  controller  during  a 
six- week  training  period  at  our  U.S. 
mainland  headquarters. 

"The  three  men  returned  to  spear- 
head an  on-the-job  training  program 
involving  a  team  of  workers  using  TI I 
production  equipment.  Fomento  picked 


Alfred  J.  Roach,  Til  Chairman,  impressed 
by  his  company's  profits  after  only  one 
year  in  Puerto  Rico,  ordered  an  expansion 
of  the  company's  Toa  Alta  facility. 

up  50%  of  salary  costs  during  this  23- 
week  training  session. 

"Thanks  to  this  kind  of  cooperation, 
we  began  turning  a  profit  within  four 
months  of  start-up. 

"In  just  over  a  year,  about  30%  of 
.our  total  profits  have  come  from 
Puerto  Rico. 

"Our  15-year  tax  exemption  is  a  big 
factor,  of  course.  We'll  pay  no  U.S. 
federal  taxes  on  our  products  manufac- 
tured in  Puerto  Rico.  And  no  Puerto 
Rican  taxes  until  1990.   But  there's 

tt  In  just  over  a  year,  about 
30%  of  our  total  profits  have 
come  from  Puerto  Rico.  ^^ 

more  to  Puerto  Rico's  profit  potential 
than  total  tax  exemption. 

"Our  workers  tackle  a  job  with 
energy  and  dedication— virtues  1  used 
to  feel  were  all  but  extinct.  Our  high 
standards  of  quality  control  require 
workers  who  are  precise  and  attentive 
to  detail.  In  Puerto  Rico  we  can  boast 
a  product  rejection  rate  of  under  0.5%. 

"And  I'd  give  our  workers  inToa  Alta 


very  high  marks  for  punctuality  and 
attendance.  As  for  productivity,  they 
are  easily  on  a  par  with  our  U.S. 
mainland  people. 

"I'd  have  to  say  that  opening  a  plant 
in  Puerto  Rico  is  one  of  the  smartest 
decisions  we've  ever  made.  You'll  be 
interested  to  know  that  our  present 
surge-arrester  operation  is  just  the 
beginning  of  our  involvement  in 
Puerto  Rico. 

"We're  already  expanding  our  pro- 
duction   into   more   sophisticated 
protector   units   for  communications 
stations  and  power  service  lines.  Soon 
we  hope  to  be  making  water  purifica- 
tion systems  in  Puerto  Rico  also. 

"Let's  just  say  that  Til  has  found  a 
home  in  Puerto  Rico  and  we're  there 
to  stay,  y^ 

Send  for  free  booklet 

For  fiirther  details,  send  the  coupon 
below  for  a  free  copy  of  our  new  booklet, 
"Fast  Facts  About  Profits  &.  Puerto  Rico." 


Commonwealth  of  Puerto  Rico 
Economic  Development  Administration 
Dept.  FB-23, 1290  Ave.  of  the  Americas 
New  York,  New  York  10019 

Please  send  me  my  free  copy  of  "Fast  Facts 
About  Profits  &  Puerto  Rico"  which  gives 
the  latest  infomiation  on  the  incentives 
which  continue  to  ; tract  manufacturers, 
both  large  and  small,  to  this  U.S.  island. 
The  products  I  might  be  interested  in 
manufacturing  in  Puerto  Rico  are: 


State- 


-Zip- 


©  1976,  Commonwealth  of  Puerto  Rico. 


You  re  in  good  company  in  Puerto  Rico,  U.S. A.  alberto-culver  •  babcock  &  wucox  .bell  &  howell  •  borden  •  carter- 

WALLACE-COCA-COLA.DEL  MONTE- ECONOMICS  LABORATORY.  KB  FULLER. GILLETTE.GULF&  WESTERN  INDUSTRIES.  INLAND  CONTAINER.  ITEK.KAYSER-ROTH 
motorola .  NORTHWEST  INDUSTRIES •  PEPSICO •  PHILLIPS  PETROLEUM •  RAYCHEM •  AH.  ROBINS •  SHERWIN-WILLIAMS •  SQUIBB 


How  theEnglish 
keep  dry. 


Gordon's®  Gin.  Largest  seller  in  England,  America, the  world. 

PRODUCT  OF  U.S.A.  100%  NEUTRAL  SPIRITS  DISTILLED  FROM  GRAIN.  86  PROOF.  GORDON'S  DRY  GIN  CO.,  LTD.,  LINDEN,  N.J. 


mnijuin. 


I've  had  people  in  my  cab  from  New 
York,  Chicago,  LA  and  everywhere 
in  between. 

And  I've  asked  every  last  one  of 
them  about  the  hotel  they  stayed  at. 

Know  what  they  say?  They  say  the 
Hilton's  got  everything.  The  restau- 
rants. The  lounges.  The  health  club. 


The  meeting  rooms.  Not  to  mention 
the  service. 

You  want  a  tip.  Book  the  Hilton. 
Nobody  in  Atlanta  is  going  to  treat  you 
any  better. 

X  The  Atlanta  Hilton 

Courtland  &  Harris  Sts./Atlanta.  Ga   30303/(  404 )  659-?000 

mmmniutmmmumnwmtmmmBnmmm. 
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about  an  hour  before  I  called  our  an- 
nual meeting  together. 

— R.B.  Sellars 

Chairman, 

Johnson  &  Johnson 

New  Brunswick,  N.J. 

Carter  A  Mirage? 

Sir:  Re  your  remarks  about  the 
Jimmy  Carter  phenomenon  (Fact  b- 
Comment,  Apr.  1).  I  agree  that 
"this  seeming  oasis  in  the  political 
desert  is  a  mirage,"  especially  after 
Carter's  statement  in  which  he  used 
the  words  "ethnic  purity,"  which  I 
predict  will  do  for  him  what  that 
"brainwashing"  statement  did  for 
George  Romney. 

—Abigail  Van  Buren 
"Dear  Abby" 

Costing  Donut-Making 

Sir:  In  your  Mar.  15  story  on 
food,  you  say  that  six  donuts  can  be 
made  in  the  kitchen  in  25  minutes  at 
a  cost  of  9  cents.  This  is  compared 
to  Morton's  Donuts  with  a  prepara- 
tion time  of  zero  minutes  at  a  cost 
of  89  cents.  Glazed  donuts  are  yeast- 
raised  and  yeast  requires  fermenta- 
tion time.  This  and  proofing  time  alone 
for  glazed  donuts  amount  to  an  hour 
and  does  not  include  time  for  weigh- 
ing ingredients,  mixing  them,  etc. 
Morton's  directions  call  for  heating 
the  donuts  in  the  oven,  so  the  cook- 
ing experts  who  provided  the  informa- 
tion must  have  eaten  the  donuts 
frozen.  This  might  explain  why  the 
flavor  of  those  donuts  was  not  as  sat- 
isfactory as  the  allegedly  freshly 
made  donuts. 

— Zenas  Block 

Executive  Vice  President, 

DCA  Food  Industries 

New  York,  N.Y. 

The  writer  and  his  wife  did  not 
count  labor  costs  nor  did  they  count 
the  time  it  took  the  yeast  to  rise— Ed. 

"Promise  ...  Is  Real"? 

Sir:  I  had  given  up  the  idea  of 
responding  to  your  Nov.  15  story  on 
Global  Marine  but  I  am  going  to  re- 
spond. Drill  ships  have  never  been 
judged  to  be  "less  stable"  to  my 
knowledge.  It  is  true  that  semisub- 
mersibles  have  better  motion  char- 
acteristics than  drill  ships  under  cer- 
tain rough  sea  conditions.  This  allows 
semis  to  operate  longer  during  storm 
conditions.  We  believe  that  the  price 
a  company  pays  for  this  increment  of 
operating  time  is  ill-advised.  There 
are  numerous  reasons  for  the  price 
differential,  but  the  most  significant 
(Continued  on  page  269) 
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If  fast  retrieval  is  the  missing 
piece  in  your  records  system. 


one  of  microfilm's  three  giants 
has  a  solution  that  fits. 


©LIGGETT  &  MYERS  INCORPORATED,   1976 


Did  Your  first  brand  taste  rich 
but  rough? 


Was  your  second  brand 
missing  flavor  altogether? 


You've  run  the  gamut. 

You're  ready  for  the  Third  Cigarette. 


Like  your  first  brand,  Lark's 
got  plenty  of  rich  tobacco  flavor 

Unlike  your  first  brand,  we 
back  up  our  tobacco  with  a 
selective  filter  (probably  the  most 
expensive  filter  in  the  world.) 

It  selectively  reduces  many 
of  the  things  that  can  make 
smoke  rough-tasting.  Result? 
Pure  flavor,  the  kind  you  can 
stay  with  all  day 

Isn't  the  Third  Cigarette  the 
first  one  that  makes  sense? 

King  Size  &  Ebctra  Long 


lARK 

FILTER  CIGARETTES 


Tastes  rich  but  not  rough. 
Tastes  smooth  but  not  weak. 


King:  18  mg.  "tar,"  1.2  mg.  nicotine;  Extra  Long:  19  mg.  "tar." 
..3  mg  nicotine  av.  per  cigarette  by  FTC  Report  |Nov.  75). 


Warning    The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


TREASURY  SECRETARY  SIMON  IS  STEALING  THE   SHOW 


when  former  Salomon  Brothers 
partner  WiUiam  Simon  was  named 
Treasury  Secretary  two  years  ago,  I 
didn't  think  he'd  last  too  long  in  that 
post.  Bright  and  most  self-confident,  he 
has  an  abrasive  intolerance  for  dumb- 
ness and  dullards,  both  of  which 
abound  in  the  jealous,  overlapping, 
mammoth  Washington  bureaucracies. 
In  addition  to  being  outspoken,  Simon  had  a  number 
of  firm  and  very  unfashionable  nonpvmip-priming  views 
about  the  economy  and  how  to  handle  the  recession— 
namely,  by  not  pushing  dramatic,  costly,  sweeping  "emer- 
gency" measures. 

Having  taken  the  lead  in  establishing  policies  Presi- 
dent Ford  has  followed,  the  Treasury  Secretary  would 
have  been  prime  fall  guy  if  things  had  gotten  worse  in- 


stead of  better.  By  stubborn  persistence  in  sticking  to 
policies  he's  long  believed  in,  Mr.  Simon  (along  with 
the  urbanely  unburned  Mr.  Bums)  has  to  get  the  ma- 
jor credit  for  pulling  off  the  miracle  of  the  moment- 
raging  economic  recovery  and  the  lowest  inflation  rate 
in  four  years. 

For  quite  a  while,  about  the  only  thing  Simon  had 
going  for  him  was  the  fact  that  every  economist  said  it 
couldn't  be  done,  that  Simon's  policies  were  antediluvian 
if  not  positively  primordial. 

If  things  had  turned  out  otherwise  right  now,  he'd  be 
at  the  bottom  of  the  barrel.  Even  his  severest  critics 
should  be  glad  he's  turned  out  to  be  at  the  top. 

There's  always  tomorrow,  of  course,  but  I  hope  Mr. 
Simon  has  the  good  sense  and  the  good  humor  to  enjoy 
this— his— moment. 

Let's  hope  it's  a  long  one. 


ONE  MAN'S   DEPRESSING 

Responding  with  humorful,  perceptive  candor 
to  varied  questions  from  Forbes  editors  here  the 
other  day,  Unarco  Industries'  president,  David 
Leavitt,  made  one  forecast  that  I  found  not  hu- 
morous, and  that  I  hope  isn't  truly  perceptive: 

He  predicts  double-digit  inflation  by  January, 
sparked  J)y  demands  that  will  outrun  supplies. 

A  major  part  of  Unarco's  activities  involve 
steel,  and  Mr.  Leavitt  is  convinced  that  steel 


"OPTIMISM" 

prices  within  the  next  36  to  40  months  will  be 
50%  higher  than  now— principally  because  there 
will  be  only  negligible  additions  to  steel  capac- 
ity. In  this  vital  area,  as  in  others,  the  need 
won't  be  met,  he  says,  because  the  returns  on 
the  vast  capital  investments  required  are  far 
too  skimpy  to  attract  money. 

I  think  he's  overly  pessimistic  on  all  counts. 

Even  more  strongly  than  I  think  so,  I  hope  so. 


WHACKING  THE  WOBBLING  AIRLINES 


As  a  result  of  tripled  fuel  prices,  dwindling  traffic, 
soaring  wa'ges  and  the  higher  cost  of  everything  they  use 
and  do,  U.S.  airlines  are  flying  on  one  engine— and 
it's  sputtering. 

So  why  do  you  suppose  the  Feds  are  stomping  on 
our  near-dead  airhnes? 

Because  the  lines  can't  afford  new  equipment  and  are 


making  the  old  frames  fly  longer,  Washington  has  i-uled 
that  they  must  cut  in  half  their  rate  of  depreciation 
on  planes.  This  will  further  drastically  upset  their  woefully 
unbalanced  balance  sheets  and  make  the  financing  of 
needed  new  aircraft  that  much  more  impossible. 

At  the  same  time  the  CAB,  while  quite  properly  crack- 
ing down  on  overbooking  by  airlines,  refuses  to  permit 
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no-shows  to  be  either  penalized  or  discouraged.  Why 
shouldn't  those  making  airline  reservations  be  required  to 
make  a  deposit  that  won't  be  refunded  unless  they  cancel 
before  flight  time? 

Indeed,  overbookings  shouldn't  be  permitted,  but  the 
cure  lies  not  in  penalizing  the  airlines  but  in  penalizing 
the   traveler   who  books   on   more   than   one   airline   for 

DEEP  THINK 

On  122  pages,  the  Energy  Research  &  Development  Ad- 
ministration has  set  forth  their  current  thoughts  on  the 
subject.  F'rinstance: 

"As  conservation  actions  reduce  energy  consumption 
levels,  pollutant  emissions  and  disruptions  will  be  de- 
creased because  of  reduced  energy  extraction  and  trans- 
portation activity,  reduced  fossil-fuel  combustion  and 
the  lessened  need  for  disposal  of  waste  heat  and  other 
materials." 

ONE   SOLID  AD  AND 

Here's  just  another  wee  bit  of  evidence  of  Kodak's 
eternal  sales  savvy.  There  is  no  better  documentation,  for 

insurance  purposes,  than 
photographs  of  every 
room  in  the  house,  show- 
ing all  the  furnishings, 
and  close-ups  showing  the 
contents  of  bookcases, 
cabinets,  etc.  If  even  a 
small  percentage  of  in- 
sured homes  and  apart- 
ments were  so  recorded, 
think  of  the  millions  more 
snapshots  to  be  snapped, 
films  and  flashbulbs  to  be 


the  same  trip.  It's  about  time  the  CAB  worked  with  the 
airlines  rather  than  agin  'em  in  arriving  at  cures.  And 
somebody  should  overrule  that  new  rule  about  doubling 
the  time  allowed  for  depreciating  airplanes. 

Given  some  commonsense  encouragement  from  Wash- 
ington and  a  continuation  of  business  improvement,  our 
major  airlines  could  soon  quite  easily  soar  again. 

FROM  ERDA< 

Translated:  I  think  they  mean  that  if  we  use  less  ener- 
gy there  will  be  less  pollution. 

They've  also  concluded  that  it's  cheaper  to  save  energy 
than  to  produce  it  and  that  a  "barrel  of  oil  saved  can 
result  in  reduced  imports." 

Such  discernment  positively  takes  one's  breath  away. 

With  a  $2.8-billion  budget  for  the  next  fiscal  year  to 
devote  to  research,  it  boggles  the  mind  to  contemplate 
the  contents  of  the  next  report. 

ONE  A  BIT  SILLY 

bought.  The  ad's  not  sensationalized,  just  compellingly 
logical,  with  eff^ective  How-To  illustrations  that  sell 
while  they  show. 

On  the  other  hand, 
Textron,  also  famed  for 
quality  products,  had  bet- 
ter hope  that  no  pur- 
chasers of  its  Homelite 
chain  saws  try  cutting 
a  log  in  the  manner  shown 
here.  Tried  thataway, 
saw,  sawer  and  sawed 
would  be  in  a  frustrat- 
ing stalemate,  without 
a  log  to  pile. 


Nexitime 

younimOucuttingup. 

ffmkof'Rxtnm. 
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IF  YOU  NEED  TO  LOSE  WEIGHT,   THERE  IS  AN  EASIER  WAY 


Having  grown  waistfully  soggy  and  saggy,  purely  in  the 
line  of  duty  constantly  testing  restaurants  in  New  York  to 
provide  Forbes  readers  with  invaluable  guidance  (if  you 
believe  that,  you're  not  a  fit  Forbes  subscriber),  I  needed 
to  lose  a  dozen  pounds. 

On  the  theory  that  quick  is  better  so  one  can  get 
promptly  back  to  the  unadulterated  delights  of  uninhibited 
feasting,  I  checked  all  the  stuff  and  guff  on  the  subject 
and  emerged  with  what's  unequivocally  (at  least  for  this 
too-heavy)  the  most  prompt  and  painless  program. 

Low  carbohydrate  is  where  it's  at,  fellow  obesities. 

You  can  almost  literally  stuff  yourself  with  steaks  and 
every  meat,  fowl,  fish— fried,  saut^ed  or  richly  sauced.  Eggs 

FAT  PEOPLE 

are  said  to  be  enjoying  life— but  unless  they 
heave  the  heft  there's  probably  less  of  it  left. 
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and  cheeses,  any  old  alcohol  but  beer  and  sweet  liqueurs. 
If  you  prefer  to  think  negatively.  Out  are  sugar,  starches 
{i.e.,  desserts)  and  all  but  a  few  vegetables  and  fniit. 

Versions  of  the  low-carbohydrate  approach  have 
achieved  fame  as  The  Air  Force  Diet,  The  Drinking  Man's 
Diet  and  Dr.  Atkins'  Diet  Revolution. 

Anyone  who  remains  as  brainwashed  as  we  all  were 
for  so  long  solely  on  the  low-calorie  approach  is  ei- 
ther unaware,  masochistic  or  taking  the  advice  of  those 
who  are. 

(Hedge  Clause:  Critics  say  low-carbos  don't  work  for 
everyone.  Anyway,  bounce  it  off  your  doctor,  if  you've 
got  a  good  one. ) 

WHY  DO  SO  MANY  ROTUND  LADIES 

swaddle  their  ampleness  in  clinging  pants  when 
cloaking  their  bounty  would  be  so  much  better? 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments. 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Carter  Visits  The 
Washington  Establishment 

. .  .  There  was  a  large  irony  in  the 
fact  that  Carter  was  in  some  way 
obliged  to  demonstrate  his  tameness, 
his  ordinariness,  his  political  conven- 
tionality and  his  connection  with 
familiar  faces  to  reassure  this  partic- 
ular constituency.  ...  At  least  on  pa- 
per he  approximates  the  theoretical 
figure  people  [in  Washington]  con- 
struct when  they  talk— out  of  season- 
about  the  kind  of  candidate  the  Dem- 
ocrats need:  someone  "new,"  some- 
one who  could  contrive  to  reconcile 
the  regions  and  the  races,  someone 
who  might  reflect  the  fundamentally 
altered  political  configuration  of  the 
country  since  the  New  Deal  and  even 
since  the  Great  Society.  Carter  should 
have  been  asked  to  prove  that  he 
was  that  man.  Instead,  subtly,  he  was 
asked  to  prove  he  wasn't. 

—Meg  Greenfield, 
Newsweek. 

Political  Football  ISeeded 

Today's  headlines  have  put  the 
American  body  politic  into  suspended 
animation.  And  with  the  possibility 
of  a  presidential  campaign  featvu-ing 
Gerald  Ford  and  Jimmy  Carter  (a 
thumb-sucker  and  a  pacifier),  it  looks 
as  if  our  senses  of  outrage  and  in- 
volvement will  remain  in  the  deep 
freeze  for  the  rest  of  the  decade.  The 
engaged  tension  that  All  the  Presi- 
dent's Men  recaptures  is  enough  to 
make  you  wish  we  had  Richard  Nixon 


to  kick  around  some  more.  For  a 
quarter  of  a  century,  he  was  our  al- 
most-human political  football. 

—Richard  Corliss, 
New  Times. 

Solar  Energy  in  a  Decade 

For  over  20  years  the  U.S.  has  had 
the  technology  to  use  sunlight  for 
the  production  of  electricity.  "There  is 
increasing  evidence  that  within  a  de- 
cade such  devices  will  cost  no  more 
than  other  means  of  generating  elec- 
tric power.  Yet  goverimient  policy 
seems  indifferent.  .  . .  Early  in  the 
1970s  one  small  manufacturer  [Sola- 
rex  Corp.  of  Rockville,  Md.]  began 
making  solar  cells  [for  commercial 
use].  Within  two  years  the  price  had 
dropped  by  a  factor  of  five.  . .  . 

Government  reports,  expert  testi- 
mony and  the  manufacturers  of  solar 
cells  agree  that  the  technology  works. 
In  contrast  to  nuclear  fusion  or  the 
breeder  reactor,  we  have  increasing 
experience  with  its  reliability.  The 
only  obstacle  to  the  widespread  use 
of  solar  cells  is  their  high  cost.  Every- 
one admits  that  the  cost  can  only 
be  reduced  by  creating  a  market 
large  enough  to  permit  the  automat- 
ed production  of  solar  cells.  .  .  . 

In  the  early  1950s,  the  Defense  De- 
partment was  faced  with  a  similar 
situation  with  respect  to  transistor  de- 
velopment. The  Department  thought 
it  important  to  develop  the  transistor 
for  military  reasons.  With  its  help  the 
price  dropped  by  a  factor  of  almost 
100    within    ten    years.    One    would 


think  that  national  security  arguments 
are  even  more  persuasive  in  this  in- 
stance. Increased  solar  cell  use  would 
decrease  our  rehance  on  foreign  fuels. 
Solar  cell  devices  can  be  built  ef- 
ficiently in  small  power  units  (as  op- 
posed to  nuclear  reactors  which  re- 
quire large  market  areas)  making  our 
power  supply  less  vulnerable  to  ene- 
my attack. 

.  . .  Coast  Guard  officials  agree  that 
reliable  solar  cells  could  save  them 
money  on  their  12,000  minor  light- 
ing systems  and  buoys.  Their  pur- 
chase alone  would  almost  double  the 
production  of  the  infant  industry  and 
surely  lead  to  cost  reductions.  .  .  . 

—by  David  Morris, 
in  The  Washington  Post. 

Mouse-Blighted  Love 

A  Toledo,  Ohio  couple  is  suing  a 
food  company  for  nearly  $1  million 
because,  they  say,  a  mouse  in  a  can 
of  tomatoes  has  ruined  their  sex  life 
and  caused  permanent  illness  to  the 
wife.  [She]  poured  the  stewed  toma- 
toes into  a  kettle  and  discovered  the 
mouse  as  she  tasted  them.  .  .  . 

The  lawsuit  said  [the  wife]  greeted 
her  husband  "at  the  door  with  kisses 
as  he  would  come  home  from  work 
every  night,  prepared  his  meals  on 
time  and  drew  his  bath  water  every 
night.  .  .  ."  The  husband  said  that 
since  the  mouse  discovery,  his  wife 
has  developed  "an  increasingly  cold, 
dispassionate  and  unaffectionate  at- 
titude" toward  him.  .  .  . 

—Associated  Press. 


In  the  wake  of  the  report  of  the 
Senate  Select  Conunittee  on  Intel- 
ligence Activities,  Congress  will  be 
considering  legislation  for  control- 
ling our  foreign  and  military  intel- 
ligence gathering  pursuits.  When 
considering  remedies,  legislators 
might  well  profit  from  taking  a  look 
at  the  sad  history  of  the  futile 
Neutrality  Acts  of  the  1930s. 

Gerald  Nye,  an  ambitious  mid- 
western  isolationist  senator,  con- 
ducted a  series  of  sensational  hear- 
ings in^  the  mid- 1930s  about  the 
activities  of  bankers  and  munitions 
manufacturers  before  and  during 
World  War  I.  Nye,  like  Senator 
Church  (Dem.,  Idaho),  uncovered 
genuine  examples  of  profiteering, 
of  shoddy  merchandise,  of  the  fact 
that  big  eastern  bankers  were  in- 


L  USEFUL  PRECEDENT 

by  M.S.  Forbes  Jr. 

deed  rooting  for  the  Allies  and  had 
made  huge  loans  to  England, 
France  and  Russia. 

Unfortunately,  like  today, .  the 
headline-grabbing  revelations  tend- 
ed to  warp  judgments.  Instead  of 
concentrating  on  improving  military 
procurement  with  better  cost  and 
quality  controls,  Nye's  committee 
gave  the  impression  that  U.S.  par- 
ticipation in  World  War  I  was  the 
outcome  of  a  nefarious  scheme 
among  cold-blooded  Wall  Street 
bankers  and  war-loving  munitions 
makers,  the  "merchants  of  death." 

The  result  was  a  spate  of  legisla- 
tion, the  Neutrality  Acts,  that 
hamstrung  the  ability  of  the  U.S. 
to  react  to  and  influence  the  tur- 
bulent events  that  led  to  the  Sec- 
ond World  War.   The  new  laws 


made  the  U.S.  an  international 
ostrich. 

The  Church  committee  has  un- 
covered abuses  and  has  given  im- 
petus to  a  much-needed  overhaul 
of  our  intelligence  networks.  But 
some  of  the  suggested  remedies, 
especially  those  that  would  sharply 
curtafl  covert  operations  and  make 
Congress  in  effect  a  coequal  in  de- 
termining what  operations  should 
take  place,  would  gut  the  opera- 
tional practicalities  of  a  vitally 
needed  capability  in  today's  world. 

Just  as  it  was  naive  to  think  that 
railing  against  arms  makers  would 
prevent  wars,  so  too  is  it  naive  to 
beheve  that  drastically  reducing 
secret  intelligence  operations  will 
somehow  make  the  need  for  them 
disappear. 
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COKE  ADDS  LIFE, 
WHATEVER  YOUR  ENDEAVOR 


Hi 


Whether  you're  .pulling  logelher  a  merger,  compiling  the 

figures  lor  the  annual  report,  even  )usl  seeing  to  your  weekend 

chores  around  the  house,  the  brighl  refreshing  taste  of 

Coca-Cola  \aa11  set  you  up  for  the  task  al  hand 

-because  Coke  adds  life  to  )ust  about  everything  you  do 

Copyright  C  1976,  Th*  CrcaCol*  Company.  "Coca  Cola"  and  "Coka"  ara  ragltlarad 
tradamarfct  which  Idantify  tha  aama  product  of  Tha  Coca-Cola  Company. 
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If  you  have  6  meetings 
in  4  cities  in  3  days 

there's  no  place  like  Hilton. 


iefore  you  go,  call  your  local 
lilton  Reservation  Service. 

It's  the  service  that  professional 
ravel  agents  "agree  is  the  best  in 
he  business.  Besides  booking  your 
ooms,  we  can  tell  you  about 
iports  and  entertainment,  major 
ocal  attractions,  the  restaurants 
ind  shops  in  every  Hilton  in  which 
rou'll  be  staying.  It's  Hiltron  that 
loes  it;  a  uniqu'e  computer  that 
ells  your  local  Hilton  Reservation 
Representative  what's  going  on 
hroughout  the  Hilton  system. 
Jo  for  the  fastest  local  service,  call 
lilton  Reservation  Service  or 
our  travel  agent. 


For  the  quick  meeting, 
try  an  airport  Hilton. 

At  23  of  America's  major  city 
airports  there  are  Hiltons  espe- 
cially geared  to  serve  the  business- 
man who  has  to  fly  out  early  the 
next  day  or  whose  business  keeps 
him  out  in  the  airport  area.  Each 
Airport  Hilton  features  a  fine 
restaurant,  friendly  cocktail 
lounge  and  full  meeting  facilities 
so  you  don't  have  to  give  up  Hilton 

comfort  for 

airport  convenience. 


Hilton 


There's  a  Hilton  near  almost 
anywhere  you  have  to  be. 

As  cities  have  t  xpanded  out 
toward  the  suburbs,  so  has  Hilton. 
For  instance,  in  the  Detroit  area 
there  are  five  Hiltons.  The  Airport 
Hilton  Inn  is  just  five  minutes  from 
Detroit  Metropolitan  Airport  and 
20  minutes  from  downtown. 
There  are  Hilton  Inns  in  suburban 
Troy  and  Plymouth,  and  now 
there's  the  brand  new  Northfield 
Hilton  Inn,  featuring  a  magnificent 
indoor  swimming  pool.  With  162 
locations,  there's  bound  to  be  a 
Hilton  where  you  need  one. 


^^Jifc^   

^^Was  die  Chemical  Bank  von  den  anderen  internationalen  Grossbanken 
unterscheidet,  ist  nicht  das  Geld*  Sondern  Konkurenzfahigkeit^ 


^^The  difference  between  Chemical  Bank  and  the  other 
international  giants  isri^t  their  money,  itls  their  competitiveness' 


It 


More  than  money.  In  any  language.  wKMICALdAINK 

Mam  Otiice  20  Pine  Street  New  York,  NY  10015  Beirut  Bermuda,  Birmingham,  Bogola,  Brussels.  Buenos  Aires  Caracas,  Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong, 
Jakarta  Lonoon  Madrid  Manila  Mexico  Ciiy.  Milan,  Monrovia.  Nassau.  Pans.  Rio  de  Janeiro.  Rome  San  Francisco  SaoPauio.  Singapore.  Sydney  Taipei, Tehran, Tokyo, Toronto,  Vienna.  Zurich 


_[gw  Honeywell  helps 
amifacturers  get  there  first. 
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We  work  with  manufacturers  to 
get  results.  The  kind  of  results  that 
help  them  compete:  tighter  control 
of  their  operations,  better  service 
to  their  customers. 

Dowell  Division  of  The  Dow 
Chemical  Company  provides  equip- 
ment, chemicals  and  services  for 
the  petroleum  and  mining  indus- 
tries. Their  production  and 
purchasing  managers  rely  on  their 


Honeywell  computer  for  precise 
control  of  a  complex  inventory, 
and  for  carefully  timed  material 
requirements  planning. 

The  Crouse-Hinds  Company 
manufactures  electrical  equipment 
r2inging  from  wiring  devices  and 
electrical  distribution  products  to 
lighting  and  traffic  control  systems. 
Their  centralized  data  file  contains 
bills  of  material  covering  80,000 
different  parts.  Computerized 


inventory  management  and  online 
order  processing  give  them  cost- 
effective  control. 

Over  1 ,500  Honeywell  systems 
are  helping  deliver  results  for  U.S. 
manufacturers.  And  with  our  new 
Series  60  family  of  computers,  we 
have  more  to  offer  than  ever  before. 

In  fact,  more  and  more  businesses 
of  every  kind  are  turning  to 
The  Other  Computer  Company. 


The  Other  Computer  Company: 
Honeywell 

Honeywell  Information  Systems,  200  Smith  Street  (MS  487),  Waltham,  Massachusetts  02154, 


Make  Way  For  Miller 


Forbes 


Philip  Morris  is  storming  the  beer  business  the  same  way  it 
did  the  cigarette  market  in  the  Sixties. 


For  many  years  now  Philip  Morris, 
with  its  extraordinarily  successful 
Marlboro  brand,  has  been  the  fastest- 
growing  cigarette  company  in  the 
land.  Marlboro's  sales  have  nearly 
quadrupled  since  1964,  the  year  of 
the  famed  Surgeon  General's  report 
on  the  dangers  of  smoking.  With  that 
rise,  Philip  Morris  itself  has  leaped 
from  fifth  place  among  the  six  major 
tobacco  companies  in  the  U.S.  to  a 
fast-closing  second  place  behind  R.J. 
Reynolds.  Its  market  share  has  gone 
from  10%  to  24%  while  RJR's  has  re- 
mained at  around  32%. 

Now  Philip  Morris  has  also  become 
the  nation's  fastest-growing  major 
beer  company.  In  the  span  of  just  a 
few  years,  PM's  Miller  Brewing  Co. 
subsidiary  has  tripled  its  sales  and 
jumped  from  seventh  to  fourth  place 
in  the  U.S.  beer  market— ahead  of 
highly  touted  Coors,  and  behind  only 
Anheuser-Busch,  Schlitz  and  Pabst. 
"And  we  would  pass  Pabst  this  year 
if  we  had  the  production  capacity," 
says  George  Weissman,  Philip  Morris' 
56-year-old  vice  chairman. 

The  Last  Laugh 

Oddly  enough,  PhiUp  Morris  is 
tearing  up  the  beer  market  not  with 
experienced  beer-company  managers, 
but  with  its  own  home-grown  ciga- 
rette marketers.  Miller  was  a  sickly 
company  run  by  an  aging  manage- 
ment group  when  Philip  Morris  ac- 
quired it  from  W.R.  Grace  in  1969. 
Its  High  Life  beer  was  one  of  the 
three  truly  national  premium-priced 
brands,  along  with  Budweiser  and 
Schlitz,  yet  several  regional  brewers 
outsold  it  in  the  U.S.  market.  Weiss- 
man,  who  runs  the  nontobacco  end 
of  Philip  Morris'  day-to-day  opera- 
tions, strung  along  with  the  old  man- 
agement fbr  a  year  or  so.  Then,  in 
late  1971,  he  sent  in  his  own  crew- 
cigarette  men  all,  mostly  from  PM's 
high-stepping   international  company. 

Even  before  the  laughter  died 
down  at  the  other  brewing  companies, 
Philip  Morris'  tobacco  men  had  be- 
gun eating  into  the  beer  barons'  mar- 
ket shares.  Since  1971  Miller's  sales 
have  grown  from  5.2  million  barrels 
to  12.9  million  barrels,  and  its  market 
share  has  more  than  doubled  from 
4.1%  to  8.6%.  Anheuser-Busch  (23.7% 
of  the  market),  Schlitz   (15.7%)    and 


Pabst  (10.5%)  have  all  improved  their 
shares,  too,  at  the  expense  of  smaller 
brewers  {see  chart).  But  no  one  can 
match  the  speed  of  Miller's  growth. 
Sales  have  been  so  good  during  the 
past  year  that  Miller  has  not  been 
able  to  fill  all  of  its  orders. 

That  kind  of  growth,  of  course,  is 
expensive— both  in  terms  of  selling 
costs  needed  to  generate  it  and  capi- 
tal costs  needed  to  keep  up  with  it. 
So  far  Philip  Morris  has  laid  out  $250 
million,  mostly  in  borrowed  capital, 
to  more  than  double  Miller's  beer- 
making  capacity  and  build  its  own 
can-making  plants.  But  when  the  par- 
ent company  reported  sales  and  earn- 
ings gains  of  better  than  20%  last  year 
-to  $3.6  billion  and  $211  million,  re- 
spectively—Miller was  a  major  con- 
tributor. Its  sales  rose  by  63%,  to  $658 
million  in  1975,  while  its  operating 
earnings  (before  taxes  and  corporate 
overhead)  shot  up  from  $6  million  to 


$29  million.  In  1976  analysts  figure 
that  Miller's  operating  net  will  top 
$50  million  on  sales  of  well  over  $900 
million. 

The  fact  is,  the  tobacco  men  at 
Philip  Morris'  Park  Avenue  head- 
quarters and  at  Miller's  Milwaukee  of- 
fices have  found  that  beer  and  ciga- 
rettes have  a  great  deal  in  common. 
Both  are  low-priced,  pleasurable 
products  made  from  agricultural  com- 
modities that  are  processed  and  pack- 
aged on  high-speed  machinery.  Both 
are  advertised  the  same  way  and 
are  sold  to  many  of  the  same  end- 
use  customers  through  similar  distri- 
bution channels.  "Your  beer  drinker 
and  your  cigarette  smoker  are  often 
the  same  guy,"  says  Weissman. 

Before  the  cigarette  men  arrived  in 
Milwaukee,  Miller's  commercials  had 
been  featuring  Al  Hirt,  the  rotund 
jazz  trumpeter.  "It  was  absolutely  the 
wrong    image,"    says    Weissman.    So, 
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In  cigarettes,  PhiUp  Morris  is  the  only  competitor  gaining  market  share. 
In  beer,  everyone  is  on  the  move— but  no  one  is  moving  faster  than 
PM's  Miller  Brewing. 
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early  on  Philip  Morris  switched  Mil- 
ler's advertising  to  the  McCann-Erick- 
son  agency,  which  came  up  with  the 
theme;  hard  work,  hard  play,  then 
beer  as  a  reward.  As  beer  advertis- 
ing goes,  it  was  not  particularly  orig- 
ind.  But  it  was  on  target,  and  Philip 
Morris  has  hammered  it  home  with 
the  same  consistency  as  its  highly  suc- 
cessful Marlboro  Man  advertising. 

Philip  Morris  turned  the  tide  at  Mil- 
ler, however,  when  it  came  up  with 
a  beer  industry  version  of  Marlboro's 
fliptop  box— the  seven-ounce  bottle. 
For  decades  the  standard  beer  bottle 
has  contained  12  ounces.  "The  sev- 
en-ounce bottle  acted  as  a  catalyst 
for  us,"  says  Weissman.  "Because  of 
its  uniqueness,  we  got  a  whole  new 
group  of  people  to  try  Miller 
High  Life  for  the  first  time."  As  the 
fliptop  box  gave  Marlboro  its  early 
push,  so  the  seven-ounce  bottle  got 
Miller  off  its  seemingly  endless  sales 
plateau.  Since  its  introduction  in  De- 
cember 1972,  Miller  High  Life  sales 
have  increased  for  40  months  in  a  row. 

To  be  sure,  not  everything  worked 
for  the  cigarette  men.  One  of  the  lat- 
ter-day trends  in  the  tobacco  business 


"Don't  worry.  If  it  turr^s  out  tobacco  is  harmful,  we  can  always  quit." 

Drowing  by  Gorrelt  Price  ©  1958  The  New  Yorker  Magozine,  Inc. 


is  to  introduce  a  great  number  of  new 
brands.  Trying  the  same  strategy  in 
beer,  Phihp  Morris  has  brought  out 
Miller  Malt,  Miller  Ale  and  a  popu- 
lar-priced brand  called  Milwaukee  Ex- 
tra. The  ale  did  fairly  well  in  New 
England,  the  malt  did  well  in  South- 
em  California,  but  none  of  the  three 
made  it  nationwide. 

But  Miller's  fourth  attempt,  its  low- 
calorie  Lite,  was  a  solid  winner. 
Miller   bought   the   Lite   name    from 


Meisterbrau,  a  Chicago  outfit  that  was 
going  out  of  business,  and  then  spent 
nearly  two  years  reformulating  and 
market-testing  its  own  Ught  beer. 
Miller's  version  of  Lite  was  introduced 
in  January  1975,  with  a  blitz  adver- 
tising campaign.  Lite  still  contains 
two-thirds  the  calories  of  regular  beer 
and  is  priced  sUghtly  above  the  pre- 
mium brands.  But  by  the  end  of  its 
first  year  on  the  market,  its  sales  went 
up  to  about  2.5  milUon  barrels,  around 


Too  Good  To  Be  True 

No-cost  money?  That's  what  the 

issuers  of  travelers  checks  have— to  the  tune 

of  some  $3  billion  last  year. 


How's  THIS  for  a  sweet  deal?  Hun- 
dreds of  thousands  of  moneyed  peo- 
ple lend  you  a  cool  $10  billion  a  year. 
Not  only  don't  they  charge  you  inter- 
est, they  pay  you  for  takkig  it  off 
their  hands.  It's  the  travelers  check 
business. 

That  $10  biUion  includes  merely 
the  sales  of  the  three  biggest  U.S. 
travelers  check  companies,  American 
Express,  BankAmerica  and  Citibank. 
Outside  the  U.S.  there  are  over  a 
score  of  other  issuers,  ranging  from 
the  Royal  Bank  of  Canada  to  Bar- 
clays to  the  Bank  of  Tokyo,  that  sold 
a  further  estimated  $6  billion  to  $7 
billion  in  travelers  checks  last  year. 

The  market  is  growing  at  around 
12%  annually  in  the  U.S.,  maybe  15% 
outside.  Nothing  seems  to  crimp  its 
growth— not  inflation,  devaluation  or 
even  recession.  Last  year  American 
Express,  the  largest  in  the  business, 
sold  over  $6  billion  worth  of  trav- 
elers checks  through  some  89,000  out- 
lets around  the  world,  which  was 
about  15%  more  than  in  1974,  itself 
a  record  year. 

TTie    cost    of    running    a    travelers 


check  business  is  not  met  by  the  1% 
sales  commission  usually  charged; 
most  of  this  goes  to  the  issuing  agent 
anyway— the  majority  of  them  banks, 
the  rest  travel  agents  or  what  not. 
The  profit  is  made  on  the  float— the 
aggregate  amount  of  checks  uncashed 
at  any  one  time.  Some  of  these  are 
checks  long  ago  lost,  destroyed  or 
otherwise  permanently  out  of  circula- 
tion. Part  of  the  rest  is  accounted 
for  by  uncashed  checks  from  a  pre- 
vious trip  nesding  in  a  desk  drawer, 
and  in  large  part  by  checks  in  the 
process  of  being  cashed  and  cleared. 
Whatever  the  origin,  the  seller  can 
invest  these  funds  in  fixed-income  se- 
curities, often  tax-exempts,  and  that 
is  where  the  real  profit  lies.  World- 
wide, the  outstanding  float  is  maybe 
$3  billion,  and  on  this,  the  check-is- 
suing companies  earned  some  $150 
million  in  interest  last  year.  By  far 
the  biggest  beneficiary  was  American 
Express.  Travelers  checks  accounted 
for  some  50%  of  the  $95  million  it 
earned  in  1975  from  its  travel  services 
division.  Travelers  checks  and  AE's 
credit-card  operations  more  than  off- 


set earnings  declines  in  its  big  fire-&- 
casualty  operations.  Despite  another 
30%  jump  in  travelers  check,  credit- 
card  and  other  financial  services'  earn- 
ings in  1976's  first  quarter,  American 
Express'  continuing  F&C  earnings 
problems  pulled  total  profits  down  9%. 

A  good  part  of  this  rapid  growth  in 
check  demand  was  the  inevitable  con- 
sequence of  aflBuence  and  the  de- 
velopment of  intercontinental  jet  air- 
craft. The  expansion  in  international 
travel  made  an  internationally  rec- 
ognized and  acceptable  check  like 
AE's  almost  indispensable. 

Skeptics  have  been  predicting  that 
the  growth  would  slacken  ever  since 
Marcellus  Berry  devised  the  first 
check  for  AE  back  in  1891  to  com- 
pete with  the  more  cumbersome  trav- 
eler's letter  of  credit.  The  latest  threat 
was  from  credit  cards— which  turned 
out  to  be  no  threat  at  all.  "A  funny 
thing  happened,"  says  Michael  E. 
Lively,  president  of  American  Ex- 
press' "Travelers  Cheque  division. 
"Travelers  check  sales  grew  right 
along  with  the  growth  in  credit  cards. 
Apparently  the  two  were  complemen- 
tary: One  fed  the  other." 

The  enormous  potential  of  both 
checks  and  credit  cards  was  not  lost 
on  either  BankAmerica  or  Citibank, 
but  neither  succeeded  in  making  any 
real  inroads  in  AE's  commanding  mar- 
ket position.  When  the  market  dou- 
bled over  the  past  decade,  both  Bank- 
America  and  Citibank  grew  rapidly, 
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20%  of  Miller's  12.9-million-baiTel  to- 
tal in  1975,  and  competitors  were 
rushing  to  bring  out  their  own  light 
beers  (Forbes,  Jan.  15). 

From  here  on  the  competition  in 
light  beer  will  be  very  heavy  indeed, 
especially  from  Schlitz,  which  has  a 
larger  national  distribution  setup  than 
Miller.  But  backed  by  Philip  Morris 
and  its  huge  cash  flow— some  $261 
million  last  year— Miller  is  a  stronger 
competitor  than  its  foiuth-place  mar- 
ket share  would  indicate.  It  now  has 
the  wherewithal  to  slug  it  out  on  even 
terms  with  the  biggest  brewers. 

True,  Miller  has  already  put  a  lot 
of  strain  on  Philip  Morris'  balance 
sheet.  The  $250  million  shelled  out 
for  brewery  expansion  has  helped 
push  PM's  total  debt  to  more  than 
$1.4  billion,  against  slightly  over  $1.2 
billion  in  equity  capital.  And  Miller's 
expansion  is  only  beginning.  The  com- 
pletion of  a  new  3.3-million-barrel 
brewery  late  this  year  at  Fulton,  N.Y., 
near  Syracuse,  will  raise  its  total  rated 
capacity  to  17  million  barrels,  not  far 
behind  Schlitz'  25  million  barrels— 
and  even  before  it  is  on  stream,  Philip 
Morris  has  announced  plans  to  expand 


the  new  brewery  to  8  million  barrels. 
Now,  however.  Miller  is  beginning 
to  pay  back  its  heavy  investment  with 
dramatically  increased  volume  and 
profits.  Its  per-barrel  operating  earn- 
ings of  $2.23  last  year  were  well 
below  Anheuser-Busch's  $4.55,  ac- 
cording to  Jeffrey  M.  Weingarten  of 
Wertheim  &  Co.  But  by  1980  he  ex- 
pects Miller's  per-barrel  net  will  have 
surpassed  that  of  the  market  leader. 

Irresistible  Force 

Miller's  swift  return  to  prosperity 
may  well  have  come  in  the  nick  of 
time,  for  the  shape  of  Philip  Morris' 
cigarette  business  could  well  change 
over  the  next  few  years.  Marlboro  is 
the  top-selling  brand,  both  in  the  U.S. 
and  worldwide.  But  its  growth  is 
slowing  down  from  the  10%-to-15% 
clip  of  the  late  Sixties  and  early  Sev- 
enties. Marlboro's  sales  rose  only  6% 
last  year,  not  a  happy  trend  for  a 
brand  that  chips  in  65%  of  Philip  Mor- 
ris' cigarette  volume. 

Equally  worrisome,  for  every  to- 
bacco company,  is  the  recent  prolif- 
eration of  low-tar  brands  backed  by 
massive  advertising  campaigns.  Reyn- 


olds' Vantage,  on  the  market  for  six 
years,  is  currently  the  low-tar  leader, 
with  about  2%  of  the  total  market. 
Philip  Morris  has  answered  the  chal- 
lenge with  its  Merit  brand,  introduced 
last  December.  Merit  has  made  im- 
pressive progress  in  its  first  three 
months,  grabbing  off  1.2%  of  the  mar- 
ket—the equivalent  of  $90  million  in 
annual  sales. 

It  is  too  early  to  say,  however,  ex- 
actly what  long-run  effect  the  low- 
tars  will  have  on  the  market.  At  best, 
they  could  reverse  the  industrywide 
decline  in  per-capita  cigarette  con- 
sumption since  the  1964  Surgeon 
General's  report  (from  213  to  206  a 
year).  They  might  even  cause  fewer 
smokers  to  give  up  cigarettes.  But 
their  obvious  threat  is  that  they  will 
simply  rob  sales  from  existing  higher 
tar  brands  like  Marlboro,  which,  as 
the  top-seller,  has  most  to  lose. 

But  at  Philip  Morris  one  hears  lit- 
tle gloomy  prophecy.  Marketing  mo- 
mentum is  tough  to  achieve,  but  once 
it  is  gained  it  can  be  one  of  the  most 
irresistible  forces  in  business.  And 
right  now  Philip  Morris  has  it  twice 
over— in  beer  as  well  as  cigarettes.  ■ 


Checking  Crime.  American  Express 
has  cashed  in  on  the  traveler's  nag- 
ging fear  of  having  his  money  lost  or 
stolen  with  a  series  of  highly  effec- 
tive TV  commercials.  The  message: 
Thieves  can  spoil  a  vacation,  so  pro- 
tect your  funds  with  travelers  checks. 
Making  the  pitch  is  actor  Karl  Maiden 
who  also  plays  a  tough  cop  on  ABC's 
Streets  of  San  Francisco  TV  series. 
And  he  has  been  so  effective,  he  has 
just  signed  up  for  three  more  years. 

but  American  Express'  position  re- 
mained at  just  under  two-thirds  of 
the  market. 

The  banks  were  at  a  competitive 
disadvantage  because  they  were  slow 


to  make  emergency  refunds  available 
24  hours  a  day,  to  raise  denomina- 
tions for  larger  users,  and  to  make 
checks  available  in  numerous  foreign 
currencies  as  American  Express  did. 
Instead,  they  resorted  to  periodic 
check-giveaway  programs.  Every 
May,  for  example,  Citibank  offers 
dealers  commissions  of  nine-tenths  of 
1%  and  buyers  $5,000  in  checks  for 
just  $2  to  spur  the  business. 
*  American  Express  has  what  may 
be  unbeatable  marketing  advantages. 
It  has  twice  as  many  selling  loca- 
tions as  anyone  else.  It  spends  money 
on  advertising  estimated  to  be  nearly 
$15  million  last  year  worldwide,  with 
a  good  hunk  of  that  going  into  its 
highly  successful  TV  campaign  em- 
phasizing the  possibility  of  theft  or 
loss.  AE's  competitors  don't  spend 
anything  like  that  much. 

With  billions  of  dollars  worth  float- 
ing around  the  world,  travelers  checks 
have  become  an  obvious  target  for 
thieves  and  counterfeiters.  The  pro- 
fessionals steal  undersigned  checks, 
forge  names  on  them  and  occasionally 
even  print  their  own  checks.  A  few 
years  ago  BankAmerica,  second-larg- 
est issuer,  redesigned  its  travelers 
check  and  put  the  countersignature 
on  the  back,  just  like  a  check.  The 
reason:  to  make  it  diflBcult  for  signa- 
ture forgers.  More  than  they  like  to 
admit,  issuers  have  gotten  socked  with 
millions  of  stolen  or  bogus  checks. 

A  year  or  two  ago,  when  an  Aus- 


tralian bank  lost  millions  to  a  Euro- 
pean counterfeit  gang,  it  decided  to 
get  out  of  the  business.  And  that's  not 
the  only  example.  "Who  needs  it? 
There  are  easier  ways  for  a  bank  to 
make  money,"  one  burned  banker 
says.  That  statement  is  music— jingle, 
jingle— to  American  Express. 

The  only  serious  question  these 
days  is"  whether  travelers  check 
growth  in  the  next  ten  years  will  be 
as  robust  as  in  the  last  ten.  Interest 
rates  could  conceivably  decline  from 
their  recent  highs  and  travel  and  cred- 
it-card growth  slow  somewhat.  But 
it  probably  won't  be  much  under  re- 
cent levels.  The  longer  threat  is  the 
growth  of  electronic  funds  transfer 
systems,  which  woiJd  eventually  do 
away  with  most  checks  and  cash.  A 
traveler  would  simply  put  his  card 
into  an  electronic  terminal  and  his  ac- 
count would  instar.  tly  be  debited. 
There  would  be  no  float.  If  EFT  be- 
comes widespread  by  1985,  as  some 
seem  to  think  possible,  that  could 
sharply  reduce  the  need  for  travelers 
checks.  But  American  Express  is  on 
top  of  the  situation. 

"We  are  well  aware  of  the  threat," 
says  Lively.  "We've  tested  a  system 
for  putting  AE's  credit  card  into  a 
machine,  installed  in  airports,  that  is- 
sues up  to  $500  worth  of  checks  in- 
stantly. And  we  recently  bought  Pay- 
ments System,  Inc.,  a  research  and 
data  processing  firm  in  the  field  of 
electronic  funds  transfers."  ■ 
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Faces  Behind  the  Figures 


Soaking 

The  Executive 

Ted  Kennedy's  most  prominent  po- 
litical stand  these  days  is  probably 
his  enthusiasm  for  forced  busing  for 
his  hometown  of  Boston.  The  Ken- 
nedy family,  of  course,  lives  in  Mc- 
Lean, Va.,  far  from  the  forefront  of 
integration.  The  Kermedy  children,  of 
course,  go  to  posh  private  schools  in 
Washington,  far  from  the  battles  of 
Roxbury  and  South  Boston. 

Now  the  Massachusetts  senator  has 
a  new  enthusiasm:  upping  the  tax 
rate  on  salaries  over  $44,000.  The 
current  50%  tax  rate  ceiling  on  earned 
income  is  too  low,  he  says.  Interest- 
ingly, this  proposal  would  make 
scarcely  any  difference  to  the  Sena- 
tor. Some  $418,000  of  his  adjusted 
gross  income  of  $477,000  in  1974 
was  unearned,  trickled  out  at  the  rate 
it  was  needed  from  trusts,  and  shel- 
tered, where  possible,  from  taxes. 
Kennedy's  federal  income  tax  bill  in 
1974  came  to  $219,000,  or  about  45% 
of  his  gross  taxable  income. 

The  50%  max-tax  on  wage  earners 
is  now  seven  years  old.  (Rates  on  un- 
earned income  like  Kennedy's  go  to 
70%.)  The  lower  lid  was  designed  to 
encourage  high  income  earners  to 
keep  trying  for  raises  instead  of  look- 
ing for  loopholes.  Some  88,000  tax- 
payers take  advantage  of  it,  and  of 
these,  some  46,000  or  so  make  be- 
tween $50,000  and  $100,000  a  year. 


Most  are  executives  or  professionals. 
Prosperous  people?  Certainly.  Kenne- 
dy-rich? Hardly.  The  average  execu- 
tive availing  himself  of  the  max-tax 
provision  saves  $2,800  a  year.  Ken- 
nedy estimates  that  a  quick  repeal 
would  net  the  Government  $665 
million. 

But  notice  an  interesting  probabil- 
ity. Say  that  Kennedy  succeeds,  over 
the  vehement  objections  of  Senate 
Finance  Committee  Chairman  Russell 
Long  (Dem.,  La.)  in  repealing  the 
lid.  Imagine  that  those  tax  bills  go  up, 
by  the  estimated  $665  million. 

When  someone— even  Senator  Ken- 


nedy—dips into  the  pocket  of  an 
$80,000-a-year  man,  the  usual  re- 
sponse is  to  try  to  make  it  back,  and 
it  is  surely  easier  for  executives  in 
these  brackets  to  increase  the  price  of 
their  labor  than  most.  For  instance, 
when  a  doctor  gets  hit  with  a  mal- 
practice insurance  increase,  you  can 
be  sure  it's  the  patient  who'll  pay. 
The  likelihood  is  that  nearly  all  of 
the  tax  increase  would  pass  along  as 
raises  into  corporate  labor  costs,  and 
thence  into  prices.  And  who  will  pay 
those  prices?  You  guessed  it:  those 
stiffs  in  South  Boston  who  voted  for 
Teddy,  along  with  everybody  else.   ■ 


Printer^s  Red  Inii 

There's  an  unlikely  bear  among  all 
those  bulls  on  Wall  Street— Robert  L. 
Sorg,  58,  chairman  of  New  York's 
Sorg  Printing  Co.,  one  of  the  coun- 
try's biggest  financial   printers.   "Our 

Sorg  of  Sorg  Printing 


earnings  are  pretty  well  tied  to  what's 
going  on  in  the  market,"  says  Sorg,  a 
small,  amiable  man,  "and  let  me  tell 
you,  we're  looking  for  other  places  to 
go.  Over  53%  of  our  business  [1975 
sales  were  $23  million]  came  from  fi- 
nancial printing."  Financial  printing  is 
letter-perfect,  high-priced  business, 
and  when  companies  are  raising  mon- 
ey, Sorg  is  making  money— big. 

Back  in  1969,  in  fact,  it  was  mint- 
ing a  55%  return  on  equity.  Since 
then,  it  hasn't  done  so  well.  In  fact, 
Sorg  has  been  in  the  red  for  the  first 
nine  months  of  fiscal  1976.  "The  basic 
problems,"  Sorg  says,  "have  been  the 
falloff  in  new  issues"— Sorg  has  always 
specialized  in  printing  prospectuses— 
"and  the  expense  of  going  to  com- 
puterized phototypesetting." 

Sorg's  switch  to  the  computerized 
cold-type  process  was  necessary  to  get 
out  from  under  the  volume  restric- 
tions of  hot  type  and  New  York's 
absurdly  high  labor  costs.  The  cost  of 
the    changeover    has    been    absorbed 


now,  and  Sorg  figures  the  company 
will  move  out  of  the  red  from  here  on. 

He's  not  so  optimistic  about  the 
new-issues  market.  "For  us,  there's 
usually  a  six-month  lag  from  the  start 
of  a  bull  market  to  the  time  when 
business  really  picks  up.  So  in  the  next 
year,  financial  printing  should  be  a 
reasonably  healthy  business.  But  noth- 
ing like  it  was.  In  the  long  run  we 
just  have  to  diversify.  I'm  thinking 
about  the  basic  health  of  the  capital 
markets.  You've  just  got  too  many 
people  competing  for  the  dollar.  The 
biggest  one  is  Uncle  Sam.  And  for 
the  money  that's  left,  the  institutional 
investors  have  really  upset  the  sta- 
bility of  the  market.  All  this  isn't  go- 
ing to  change." 

So  where's  Sorg  going?  "We're  do- 
ing more  corporate  work— annual  re- 
ports, lOKs  and  regular  proxy  state- 
ments, as  well  as  more  straight  com- 
mercial printing.  We  have  also  gone 
into  other  cities— New  York  just  isn't 
the  center  it  was."  ■ 
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Nipped  In  The  Bud? 

The  U.S.  economy  moves,  and  the 
rest  of  the  world  follows.  That  has 
been  the  pattern  of  recent  years.  So 
now  that  the  domestic  recovery  is 
bubbhng  along,  international  business 
should  soon  begin  to  pick  up  too. 

Only  maybe  it  won't.  Walter  Hoad- 
ley,  the  Bank  of  America's  chief  econ- 
omist, is  concerned  that  this  time 
events  won't  rtm  to  form.  "Foreign- 
ers think  of  our  recoveries  as  stem- 
ming from  things  like  housing,  autos 
and  capital  goods,"  he  explains.  "This 
one  is  based  on  consumer  spending, 
so  it  doesn't  have  as  quick  an  impact 
on  the  economies  overseas." 

As  a  result,  Hoadley  feels,  any  pick- 
up in  overseas  economies  will  lag  a 
good  18  months  behind  our  pace.  In 
the  meantime,  he  sees  a  problem  that 
could  torpedo  world  economic 
growth.  Less-developed  countries- 
ranging  from  good  risks  like  Mexico 
to  basket  cases  like  Bangladesh— have 
current  trade  deficits  and  loan  service 
payments  that  amount  to  $50  bil- 
lion   a   year.    They're    getting   credit 


from  international  agencies  and  pri- 
vate bankers— but  total  Third  World 
debt  may  now  approach  $200  billion. 

A  few  nations  (like  Brazil)  have 
well-managed  maturities;  some  (In- 
donesia, for  example)  are  successfully 
switching  from  short-term  to  medium- 
term  borrowing;  others  (Zaire  per- 
haps) may  face  disaster.  "Lots  of 
loans  made  five  to  seven  years  ago 
are  coming  due,"  says  Hoadley.  "Since 
recovery  hasn't  hit  yet,  politicians  are 
under  heavy  pressure  to  demand  debt 
moratoriums.  With  nervous  money 
markets,  a  little  of  that  could  end 
credit  for  everyone.  At  the  same  time, 
raw  materials  producers  are  trying  to 
save  foreign  exchange  by  pushing  ex- 
ports and  keeping  imports  out— some- 
thing all  governments  certainly  can't 
do  at  once." 

So  Hoadley  worries  that  short- 
sighted financial  policies  by  some 
debtor  nations  might  work  against 
their  own  interests  and  put  a  damper 
on  world  growth  as  well.  "What  we've 
got  here,"  he  concludes,  "is  economic 
recovery  racing  with  nationalism  and 
protectionism."  ■ 


Economist  Hoadley 


Literary  Supermariiet 

Len  Riggio  started  clerking  at  the 
New  York  University  bookstore  in 
1958  for  $1.10  an  hour  and  by  1965 
he  was  making  $140  a  week  as  as- 
sistant manager.  That  was  just  enough 
to  enable  him  to  borrow  $10,000  to 

Riggio  of  Barnes  &  Noble 


open  an  off-campus  bookstore  of  his 
own.  This  in  turn  tossed  off  just 
enough  cash  to  open  or  take  over  ten 
more  imiversity  book  shops.  And  those 
ten  were  just  enough  to  buy  vener- 
able old  Barnes  &  Noble— not  the  pub- 
lishing business,  which  is  owned  by 
Harper  &  Row,  but  New  York's  larg- 
est textbook  store-for  a  $750,000 
«ong  (7/i-year  terms)  when  conglom- 
erate Amtel  had  to  dump  it  in  1971. 

At  35,  Riggio  has  just  closed  the 
books  on  a  $32-million  sales  year.  He 
pays  himself  $80,000  a  year  ("I'm 
not  married  anymore,  I  don't  need 
as  much")  and  says  enough  is,  well, 
enough  for  now.  "We've  been  shaky 
since  Day  One.  The  minute  we  cease 
to  be  undercapitalized,  I'll  know  we've 
got  too  much  money." 

Now  Riggio  is  moving  into  the  truly 
big  leagues.  Across  the  street  from  the 
old  Barnes  &  Noble  bookstore— whose 
like  can  be  found  in  almost  any  big- 
gish U.S.  city— he  has  opened  a  new 
Barnes  &  Noble  "sale  annex,"  a  unique 
bookselling  enterprise. 

More  than  350,000  volumes  are 
stacked  on  tables  covering  more  than 
30,000  square  feet  per  floor,  complete 
with  shopping  carts,  park  benches  for 
resting  and  commodious  restrooms. 
"There  are  30,000  minidelicatessens 
in  American  bookselling,  and  we  are 
the   only   supermarket,"   says   Riggio. 


Supermarket-style  checkout  lanes  un- 
derscore the  resemblance. 

Like  any  smart  merchandiser, 
though,  Riggio  knows  the  day  is  not 
won  on  amenities.  It  is  price  that  is 
unique  about  the  sale  annex.  Many 
of  the  hardcover  books  there— a  diz- 
zying collection  of  remainders  and  dis- 
counts—cost as  little  as  a  dollar  or 
two;  few  sell  for  over  $5. 

Best-sellers  are  heavily  discounted 
as  loss-leaders.  An  average  customer 
spends  $12  to  $14  on  20  to  25 
pounds  of  books,  which  average  out 
to  about  80  cents  a  pound.  At  those 
prices.  New  Yorkers  can  afford  to  dec- 
orate rather  than  read.  And  Riggio 
can  afford  a  $50,000  rare-book  col- 
lection—he buys  his  inventory  for  a 
nickel  or  so  per  dollar  of  their  origi- 
nal price  and  sells  t'lem  for  25%  of 
list  sales  price. 

The  action  in  bookselling  in  the 
past  few  years  has  been  the  fast-paced 
expansion  of  national  chains  of  small 
shopping  center  stores,  hke  Broad- 
way-Hale's  Walden  Book  Co.  and 
Dayton-Hudson's  B.  Dalton  stores. 
Can  Riggio's  supermarket  concept— 
the  bookstore  as  a  selling  center  on 
its  own,  rather  than  a  parasite  on  oth- 
ers—work outside  literati-laden  Man- 
hattan? Readers  in  Boston  and  Cleve- 
land may  soon  find  out;  Riggio  con- 
templates expanding  there.  ■ 
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Problem: 

Presenting  the 

best  case  for  your 

corporate  logo. 


Solution 


We  can  emboss  your  logo 
on  a  good-looking 
Samsonite  Classic* 
attache.*  It's  an  unusual, 
attractive  way  to  remind 
people  who  you  are  and 
what  you  do.  And  it  can 
be  inexpensive,  without 
looking  it. 

Send  to:  Jack  L.  Marcus,  Dept.  FB-5, 
Samsonite  Corporation, 
11200  East  45th  Avenue, 
Denver.  Colorado  80239 

I'm  interested  in  finding  out  more 
about  putting  my  logo  on  a 
Samsonite  attache 

Name 

Address 

city 


State 


Zip 


Name  of  Company 
*25  piece  minimum 


0  Samsonite* 

■  Keeps  goii^stiroi^  J 


The  New  Zig  And  Zag 
In  Credit-Card  Marketing 


Here's  a  bank  that  has  found  a  way  for  you  to 
spend  money  and  save  money  at  the  same  time. 
Is  there  a  catch?  Of  course  there  is. 


Would  you  rather  pay  a  50-cent 
monthly  fee  on  your  bank  credit  card, 
or  get  a  1%  rebate— that's  right,  re- 
bate—for every  dollar  you  charge  on 
the  card  regardless  of  whether  you 
pay  promptly  or  pay  in  installments? 

Well,  those  are  the  two  latest 
trends  in  the  credit-card  business.  Citi- 
bank of  New  York  is  in  the  process 
of  instituting  a  50-cent  monthly  charge 
on  certain  users  of  its  Master  Charge 
card.  Meanwhile,  two  Massachusetts 
savings  banks  are  promoting  the  1% 
rebate  for  their  BankAmericard  users. 

Worcester's  Consumers  Savings 
Bank  came  up  with  the  rebate  scheme, 
the  same  bank  that  originated  the 
controversial  interest-paying  NOW 
checking  accoimts.  Consvimers  also 
has  been  helping  City  Savings  Bank 
in  Pittsfield,  Mass.  to  develop  a  simi- 
lar credit-card  rebate  program.  Says 
Thomas  S.  Zocco,  Consumers'  execu- 
tive vice  president  and  treasurer:  "Lo- 
cally we  are  advertising  that  clients 
should  start  their  vacation  by  charg- 
ing tickets,  hotels  and  other  expenses 
that  can  go  on  a  BankAmericard  and 
receive  a  deposit  in  their  savings  ac- 
coimts equal  to  1%  of  the  bill."  Con- 
sumers does  not  confine  its  card  to  lo- 
cal accounts  and  has  been  approving 
appUcations  from  all  over  the  U.S.  By 
the  end  of  April,  it  had  11,000  ac- 
counts outstanding,  with  about  $1.5 
milhon  of  credits  outstanding. 

The  1%  rebate  is  calculated  on 
monthly  charges  against  the  account 
and  is  paid  directiy  into  a  savings  ac- 
coupt  drawing  5.25%  armually  or  into 
a  NOW  account  drawing  5%  interest. 

What's  in  it  for  Consumers?  It  re- 
ceives anywhere  from  2%  to  4%  from 


the  merchants  on  every  charge,  but 
what  the  banks  like  best  is  when  the 
credit-card  holder  pays  off  his  charges 
on  the  installment  plan:  At  lJi%  per 
month,  the  banks  earn  18%  per  year 
on  the  unpaid  balances.  Considering 
all  this,  Consumers  figures  it  can  well 
afford  a  1%  rebate. 

So  far,  however,  concedes  Zocco, 
the  card  system  is  only  breaking  even 
for  Consumers.  Too  large  a  propor- 
tion of  the  cardholders  are  business- 
men who  pay  their  travel  and  enter- 
tainment bills  promptly,  thus  depriv- 
ing the  bank  of  all  that  interest. 
Consumers  would  like  to  see  more 
housewives  in  the  plan. 

Delaware's  Wilmington  Savings 
Fund  Society  has  come  up  with  a 
variation  on  the  rebate  scheme,  of- 
fering a  regional  credit  card  and  a 
system  for  drafting  funds  from  de- 
posits for  immediate  payment  to  par- 
ticipating merchants.  Users  of  this 
card  get  a  2%  rebate  for  what  amounts 
to  paying  cash. 

So  why  is  big,  smart  Citibank 
charging  a  fee?  Explains  a  top  execu- 
tive: "We  want  to  make  the  freeload- 
ers pay."  (In  the  curious  language  of 
our  credit  economy,  a  "freeloader"  is 
someone  who  pays  promptly,  thus  de- 
priving the  bank  of  interest. ) 

Citibank  is  not  the  first  bank  to 
charge  for  its  card.  Marquette  Na- 
tional Bank  of  Minneapolis  has  had 
a  $10-per-account  fee  since  1973. 
But  oddly  enough,  the  fee  has  not 
hurt  Marquette's  BankAmericard 
business.  Marquette  has  99,000  ac- 
counts on  file,  vs.  96,000  three  years 
ago,  with  $14  million  worth  of  credit 
outstanding.  ■ 
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APUNETOCATCH. 


How  fast  does  your  air  freight 


If  they  couldn't  exactly  get  a 
ticket  for  speeding,  then  maybe  it's 
time  to  change  air  freight  companies. 

Because,  at  Emery,  we'll  pick 
your  package  up  in  just  a  matter 
of  minutes. 

And  not  only  will  we  fly  it  out  to 
the  airport,  you  can  be  sure  it  won't 
suffer  from  jet  lag  waiting  for  a  plane. 

In  fact,  there's  always  a  plane 


waiting  for  your  package. 

You  see,  Emery  reserves  space 
on  key  flights  of  practically  every     . 
airline  that  carries  freight.  What's 
more,  we  use  hundreds  of  off  line, 
commuter  and  charter  planes  where 
airline  service  is  weak  or  non- 
existent. You  might  say  that  instead 
of  an  air  freight  company,  we've 
built  an  air  freight  system. 

And  we  keep  things  moving  on 
the  ground,  too.  With  more  trucks, 
more  offices  and  more  people  than 


any  other  air  freight  company. 

We'll  even  make  waiting  for  the 
package  seem  a  little  shorter.  By 
letting  you  know  just  where  the 
package  is  and  how  it's  doing. 

At  Emery,  wc  don't  agree  with 
whoever  it  was  who  said  "better  late 
than  ne\'er." 

If  you  agree  with  us,  call  us. 
Quickly. 

EMERfAIR  FREIGHT 


A  Last  Run  For  The  Money 

Fairchild  Industries'  huge  Air  Force  contract  may 
bring  years  of  plenty— or  plenty  of  problems. 

For  15  years  Edward  Uhl  has  been 
running  Fairchild  Industries,  an  amal- 
gam of  Sherman  Fairchild's  once- 
proud  aerospace  company  with  Hiller 
Aircraft  and  Republic  Aviation.  An- 
nual revenues  of  under  $220  million 
make  Uhl's  firm  the  smallest  compet- 
itor in  an  already  overcrowded  field. 

That  equivocal  situation  will  soon 
change.  Either  Fairchild  will  grow 
larger  and  healthier,  or  it  will  no 
longer  be  a  serious  competitor  in  the 
main  airframe  business. 

Uhl's  Maryland-based  company  is 
now  starting  what  he  hopes  will  be 
a  1,000-plane  production  run  of  A- 10 
attack  fighters.  Sales  to  the  Air  Force 
and  abroad  could  double  the  com- 
pany's size  and  triple  earnings  in  five 
years.  But  cost  ovemms  or  contract 
cutbacks  could  mean  the  end  for 
Fairchild. 

Uhl,  now  58,  was  lured  to  his  pres- 
ent post  from  Ryan  Aeronautical  Co. 
back  in  1961.  Since  then,  nearly  every 
project  he  has  tried  has  turned  sour. 
In  1968  Fairchild  wrote  off  $33  mil- 
lion in  development  costs  when  no- 
body wanted  to  buy  its  short-range 
turboprop  airliner.  Out  of  big-ticket 
commercial  business  for  good,  the 
next  year  his  company  lost  to  Mc- 
Donnell Douglas  in  its  bid  to  biiild 
the  lucrative  Air  Force  F-15.  Later 
Uhl's  two  major  military  programs— 
a  joint  U.S.-German  short-takeoff 
fighter  and  the  supersonic  transport- 
both  were  canceled.  In  1973  there 
was  a  flurry  of  excitement  when 
Wemher  Von  Braun  left  the  National 
Aeronautics  &  Space  Administration 
to  head  the  firm's  research  team.  But 
manufacturing  problems  in  its  air- 
plane seat  subsidiary  brought  Fair- 
child  a  $4-million  operating  loss. 

"Today  all  oiu:  little  problems  get 
more  attention  just  because  we're 
Fairchild,"  says  Uhl,  an  engineer  by 
training  who  invented  the  bazooka. 
"People  don't  reahze  that  this  busi- 
ness isn't  like  General  Motors.  There 
aren't  economies  of  scale.  Every  con- 
tract is  a  whole  new  ball  game." 

Fairchild,  however,  hasn't  really 
been  at  bat  since  1965.  That  was  the 
year  the  last  F-105s  rolled  off  its  as- 
sembly lines.  Since  then,  its  plants— at 
Farmingdale,  N.Y.  and  Hagerstown, 
Md.  have  eked  by  on  subcontracts- 
sections  of  Boeing's  747  and  the  tail 
of  Grumman's  F-14.  That  means  Fair- 
child's  workforce  is  old  (average  age: 
58),  high-priced  (due  to  union  se- 
niority) and  perhaps  inexperienced. 


Despite  that  handicap  and  minor 
start-up  snags,  Fairchild  made  its  ini- 
tial A-10  deliveries  on  time.  Simple 
structure  and  avionics  make  the  plane 
relatively  easy  to  build.  So  far,  in  fact, 
there  hasn't  been  an  overrun  on 
the  $182-million  development  con- 
tract. Noninflation  cost  escalations  of 
55%,  however,  have  pushed  the  final 
A-10  cost  to  over  $6  million  per 
plane.  Thus,  even  if  Uhl  gets  little 
better  than  half  the  15%  margin  that 
efficient  aircraft  manufacturers  aim 
for,  his  A-10  business  could  still  yield 
pretax  profits  of  $19  million  annually 
at  peak  production.  That's  nearly  four 
times  1975  earnings. 

Fairchild's  toughest  task,  however, 
isn't  to  manufacture  A- 10s  profitably, 
but  to  make  sure  the  Air  Force  doesn't 
back  out  of  its  proposed  $4.2-biUion 
purchase.  That  733-unit  requirement 
is  the  biggest  production  request  of 
current  mihtary  aircraft  orders,  and 
in  government  work  most  profit  comes 
at  the  end  of  a  big  run. 

Strength  Becomes  Weakness? 

What  is  giving  the  Air  Force  second 
thoughts,  though,  is  the  A-lO's  unique 
capabiUty. 

The  plane  is  a  low-flying,  armor- 
protected  fighter  that  packs  a  ma- 
chine gun  the  size  of  a  Volkswagen, 
the  most  airborne  firepower  ever.  Its 
objective,  an  outgrowth  of  the  Viet- 
nam war  and  the  Soviet  Union's  cur- 
rent emphasis  on  ground  warfare,  is 
to  hnger  over  active  battle  areas  and 
destroy  tanks.  A  two-second  burst  of 
its  30-mm  shells  does  that  impressive- 
ly. But  critics  think  that  the  A-lO's 
slow  speed  (345  mph)  makes  it  a  sit- 
ting duck  for  surface-to-air  missiles. 

"No  other  plane  has  ever  been  built 
just  to  do  this  mission,"  says  Uhl,  "but 
there  is  disagreement  about  how  peo- 
ple want  it  performed."  The  Army's 
close  air  support,  for  example,  cen- 
ters on  its  request  for  $1.3  billion 
worth  of  attack  helicopters— though 
they  may  be  even  more  vulnerable 
than  A- 10s.  Current  funding  for  both 
programs  means  there  is  a  truce  in 
the  services'  perpetual  battle  about 
"roles  and  missions."  But  the  lumber- 
ing A-10  is  surely  the  least  exciting 
plane  in  the  Air  Force  arsenal.  It 
is  also  probably  the  weapon  fliers 
would  most  readily  do  without. 

That  will  also  eat  into  Uhl's  money- 
making  foreign  sales.  "We  have  to 
buck  the  idea  of  an  airplane  as  a 
status  symbol,"  he  says.  "The  A-10  is 
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Uhl  of  Fairchild  Industries 

a  military  workhorse;  it  won't  show 
up  in  many  fly-by  parades."  In  fact, 
the  plane's  awkward  looks  and  dull 
paint  (intended  to  foil  heat-sensitive 
missiles)  may  not  appeal  to  potential 
customers  like  the  Shah  of  Iran  or 
Jordan's  King  Hussein,  who  enjoy 
an  occasional  supersonic  ride.  "People 
equate  speed  with  survivability  and 
strength,'   Uhl  adds.  "That's  a  myth." 

Equally  mythical  may  be  Fair- 
child's  profits  from  its  big  order.  But 
if  they  come,  Uhl  knows  where  he'll 
put  the  money:  "We'll  take  that  cash 
and  use  it  to  supply  our  communica- 
tions business."  Through  its  subsid- 
iary American  Satellite  Corp.,  Fair- 
child  leases  $4.8  milUon  worth  of  an- 
nual capacity  on  Western  Union's 
satellite  system.  ASC  builds  ground 
stations  and  peddles  transmission  ser- 
vices to  companies  like  Bank  of 
America,  Dow  Jones  and  Exxon.  Last 
year  that  produced  losses  of  $5  mil- 
lion on  revenues  of  $3  million. 

Potentially,  of  course,  private-line 
communications  will  grow  to  a  $5- 
billion-a-year  business  by  1985,  and 
Fairchild  is  in  on  the  ground  floor. 
But  there  are  some  larger  and  richer 
competitors,  including  American  Tele- 
phone &  Telegraph,  International 
Business  Machines  and  RCA.  For 
now,  Fairchild  is  conservatively  writ- 
ing off  all  ASC  start-up  costs. 

If  Uhl's  bad  luck  ends,  Fairchild 
will  grow  rich  from  the  A-10,  and 
his  satellite  business  will  start  making 
money  by  1978.  If  not,  one  possi- 
bility is  a  merger.  A  Fairchild-Grum- 
man  combination  would  link  two  of 
the  aerospace  industry's  weak  sisters. 

Wall  Street,  in  the  meantime,  isn't 
putting  many  chips  on  Uhl.  Fair- 
child's  shares  trade  at  around  $9, 
roughly  where  they  were  when  he 
took  over  in  1961.  "We're  definitely 
not  a  stock  for  little  old  ladies,"  he 
says  of  his  current  high-risk  environ- 
ment. "They'd  be  a  lot  better  off  buy- 
ing Boeing  or  General  Dynamics."  ■ 
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When  Ella  Tambussi  was  growing  up 
in  the  little  mill  town  of  Windsor 
Locks,  Connecticut,  people  who  have 
known  her  all  her  life  will  tell  you, 
she  was  smart,  she  was  tenacious, 
she  was  going  to  make  something  of 
herself.  In  fact,  if  one  word  could 
best  describe  the  only  child  of  hard- 
working immigrant  parents,  it  would 
probably  be  "determined". 

Her  determination  was  to  lead  her 
to  a  Phi  Beta  Kappa  key  and  a  Mas- 
ter's Degree  in  Economics  from  Mt. 
Holyoke  College,  election  as  a  state 
representative,  secretary  of  the  state 


and  member  of  Congress. 

Today,  the  Honorable  Ella  Tam- 
bussi Grasso,  83rd  Governor  of  Con- 
necticut, is  no  less  determined.  Prior 
to  her  inauguration  as  the  first 
woman  Governor  of  a  state  not  suc- 
ceeding her  husband,  she  let  it  be 
known  that  the  first  priority  of  her 
administration  would  be  retaining 
and  creating  jobs.  And  with  the  same 
tough  determination  and  concentVa- 
tion  of  purpose  that  characterized 
the  girl  growing  up  in  Windsor 
Locks,  Ella  Grasso  has  been  pulling 
out  all  the  stops  in  her  crusade— with 
amazing  results  that  have  impressed 
everyone  (jobs  created  and  retained 
have  doubled  in  the  past  year). 

In  little  more  than  a  year  as  Con- 
necticut's Governor,  the  name  Ella 
Grasso  commands  respect  and  admi- 
ration in  boardrooms  throughout  the 
state  and  the  nation.  Corporate  lead- 
ers have  learned  two  important 
things  about  the  new  chief  execu- 
tive; first,  she  means  what  she  says— 
and  she  said  "jobs"  were  her 
number-one  priority.  Second,  in 
order  to  realize  that  priority,  she  is 
prepared  to  go  out  and  sell  Connect- 
icut like  it's  never  been  sold  before, 
evangelizing  the  corporate  decision- 
makers on  the  state's  special  mys- 
tique—its unique  combination  of 
governmental  and  fiscal  stability. 


coupled  with  a  reputation  for  pro- 
gressive, forward-looking  govern- 
ment, and  the  well-documented 
Connecticut  "quality  of  life." 

She  has  also  been  quick  to  realize 
that  some  of  the  corporate  wariness 
towards  her  state— centered  mainly 
around  corporate  taxes— might  have 
some  reasonable  basis  in  fact.  She 
promptly  announced  her  intention  to 
propose  legislation  offering  both  tax 
relief  and  incentives  for  companies 
doing  business  in  Connecticut.  She  is 
fighting  for  them.  Business  leaders 
know  she  is  also  fighting  a  tough 
political  battle  for  fiscal  austerity  and 
drastically-reduced  state  spending. 

For  a  longtime  Northeast  urban 
progressive,  the  evolution  in  Ella 
Grasso  to  fiscal  austerity  across  the 
board  is  both  surprising  and  impres- 
sive to  the  corporate  planning  peo- 
ple. "Governor  Grasso  has  made  an 
honest  attempt  to  control  state  ex- 
penditures," declares  Kenneth  O. 
Decko,  vice  president  and  general 
counsel  of  the  2800-member  Con- 
necticut Business  &  Industry  Associa- 
tion (CBIA).  He  describes  Mrs. 
Grasso's  proposed  budget  for 
1976-77  as  a  "platform  from  which 
the  business  community  can  work  to 
relieve  itself  of  excessive  tax  burdens 
which  are  affecting  their  ability  to 
create  jobs." 
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What  started  in  Connecticui 
as  the  International  Silver  Company 

now  fills  a  book. 


Twenty  years  ago,  the  pres- 
ent insilco  Corporation  was 
known  only  as  the  Interna- 
tional Silver  Company,  world- 
famed  as  a  leading  producer 
of  superior  quality  flatware 
and  holloware  in  sterling  and 
sOverplate. 

Today,  Insilco  is  consider- 
ably more,  a  diversified 
manufacturer  serving  three 
principal  markets — Home 
Products,  Consumer  Products 
and  Commercial  Products. 

In  addition  to  its  leadership 
position  in  the  silverware  field, 
Insilco  now  is  a  major  factor  in 
the  follbwing  areas: 

Do-it-yourself  home- 
building 

Paint  products 

Office  accessories 

Yearbook  publishing 

Electronics 

Metal  parts 


Insilco's  progress  and 
growth  have  been  achieved 
tihrough  aggressive,  entrepre- 
neurial management,  whose 
efforts  have  resulted  in  fore- 
sighted  marketing  policies  and 
innovative  merchandising 
techniques. 

If  you  would  like  to  know 
more  about  Insilco  and  its 
growth  in  today's  economy, 
write  for  our  1 975  Annual 
Report 

Please  direct  your  inquiry  to: 
Director  of  Corporate  R^ations 
Insilco  Corporation 
1000  Research  Parkwsry 
Meriden,  Connecticut  06450. 


Insilco 
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Introducing:  A  v isionary  new  Corporate  Hdqrs. 

offering  everything  for  you  and  your  employees. 

50  prime  acres  at  the  only  major  East/West  and 

North/South  Crossroads  in  Lower  Fairfield  County. 

MERRITT-7  CORPORATE  BOULEVARD 

On  the  Corporate  Corridor 


All  roads  lead  to 
Merritt-7  Corporate 
Boulevard. ' 

Look  at  the 
maps:  Full,  4-way, 
quick-access  inter- 
changes to  the  site  at 
the  junctures  of  Merritt  Pkwy.,  New  Rt.  7 
(the  only  major  North/South  artery)  and 
existing  Rt.  7.  Exits  39  and  40  on  the 
Merritt  Pkwy.  bracket  the  site.  Exit  15  on 
the  Conn.  Tpk.  (and  the  L.I.  Sound)  are 
5  minutes  south  on  Rt.  7.  New  Rt.  7, 
connecting  Rt.  84  in  Danbury  with  Merritt 
Pkwy.  and  Conn.  Tpk., 
will  do  for  Lower  Fairfield 
County  what  Cross 
County  Pkwy.  did  for 
Westchester! 

No  if  s.  No  problems.  Site 
already  zoned.  Highly 
visible  frontage  on  Merritt 
Pkwy.,  Rt.  7  and  New 
Rt.  7.  Over  2  million  sq. 
ft.  of  office  space  plus 
parking.  Permits  90% 
land  coverage. 

The  community  has  the 
welcome  mat  out.  Call 
your  own  shots.  No  wait- 
ing. Realistic  tax  rates. 

Affordable  middle  income 
housing  available  in  four 
directions.  Inland  or  on 
the  shore.  In  these  imme- 
diate area  communities: 
Fairfield,  Westport, 


Darien,  New  Canaan,  Stamford,  Green- 
wich, Wilton,  Pound  Ridge  and  adjacent 
Westchester  County.  Un-rivalled 
lifestyles, recreational  facilities,  schools. 

Heliport  pad,Penn-Central  R.R. 
station  available  on  site.  Westchester, 
Bridgeport  and  Danbury  airports  are  only 
minutes  away.  jFK  and 
LaCuardia  are  a  super- 
highway ride  all  the  way. 

Joint  use  of  many  special 
support  facilities  (such 
as  hotel  and  convention 
facilities;  computer  and 
data  processing  installa- 
tions )  not  economical  at 
an  individual  corporate 
facility. 

Land  lease  or  owner  will 
build  to  suit.  Inquiries 
absolutely  confidential. 
Contact  owner  directly. 

Contact: 

Albert  D.  Phelps 

Inc. 

(212)  884-0500 

6015  Riverdale  Ave., 
Bronx,  N.Y.  10471 


Newburghj 


She  will  go  anywhere  to  talk  with  a 
prospective  corporate  citizen,  invite 
the  chief  executive  officer  to  the 
Governor's  residence  for  lunch,  dis- 
cuss sewers  and  roads,  low  interest, 
state-backed  industrial  revenue  bond 
financing,  send  out  letters,  make 
phone  calls,  charm,  mother,  cajole, 
recite  a  litany  of  the  "Good  Life" 
Connecticut  has  to  offer  businesses 
and  their  employees— and  keep  her 
Commerce  Department  team  work- 
ing seven  days  a  week  to  bring  in 
new  business  and  industry  to  her  state. 

The  Governor's  Commerce  Depart- 
ment is  in  constant  motion,  and  it  is 
fighting  some  negative  factors  along 
the  way,  such  as  inflation,  certain 
corporate  taxes  (currently  under  leg- 
islative review)  and  an  austere  pro- 
motion budget.  But  in  16  months, 
Ella  Grasso  has  achieved  some  remark- 
able triumphs.  There  is  unquestion- 
ably a  steadily  growing  industrial  and 
corporate  move  to  Connecticut- 
some  54  out-of-state  firms  having 
moved,  or  made  commitments  to 
move,  in  Calendar  1975  alone. 

And  the  moves  cannot  be  chalked 
off  to  the  corporate  exodus  from 
New  York  City  to  neighboring  Fair- 
field County.  In  fact,  of  the  54  com- 
panies which  made  the  decision  for 
Connecticut  last  year,  seven  were  in- 
ternational, 14  were  regional  facilities 
from  various  parts  of  the  country, 
eight  from  Massachusetts,  lb  were 
from  New  York  City  and  nine  from 
the  Empire  State.  The  move-ins  in- 
cluded manufacturing  facilities  and 
regional  operations— large,  medium- 
sized  and  small— and  corporate  head- 
quarters. 

Siemens  Corporation,  the  West 
Germany-based  conglomerate,  has 
opened  operations  in  Cheshire  in 
Central  Connecticut.  The  Danish 
firm.  Lego  Systems,  has  begun  assem- 
bling in  Enfield,  just  north  of  Hart- 
ford. Duracell  Inc.  has  begun  manu- 
facturing batteries  in  Bethel  in 
Southwestern  Connecticut.  American 
Airlines  will  be  moving  its  East  Coast 
reservations  operation  to  downtown 
Hartford,  and  General  Dynamics  will 
establish  its  East  Coast  Computer 
(](>nter  in  Norwich  in  the  largely  rur.il 
"over  East"  of  the  Connecticut  River 

Several  companies  are  making  or 
have  made  the  Fairfield  County 
move-Continental  Can,  General  Sig- 
nal, UPS— bul  others  are  finding  new 
homes  else^where  in  the  slate. 
Owens-Illinois  is  establishing  a  divi- 
sion in  Milford,  next  door  to  New 
Haven.  AEG  Felefunken  I'ower  lool 
Corporation  has  set  up  shop  in  Nor- 
wich Industrial  Park.  North  American 
Phili[)s  is  now  f)rodu(  ing  (olfee 
makers  in  Essex,  mid-way  along  long 
Island  Sound. 


HOMEGAIIEGBITERS: 
THINGS  ARE  LOOKING  GOOn 


Do-it-yourself  is  the  great  national 
pastinne.  The  American  home- 
owner's appetite  for  new  products 
and  new  projects  seems  insatiable. 
Year  after  year,  the  home  improve- 
ment picture  keeps  improving. 
Which  is  good  news  to  Lone  Stan, 
already  one  of  the  leaders  in  this 
field.  Our  concentrations  of  Home 
Care  Centers  in  population  growth 
areas  are  keeping  us  in  a  good 
position  to  take  advantage  of  this 
continuing  upward  trend. 

TOTAL  U.S.  HOME  CENTER  SALES 
(billions  of  dollars) 


1971  1972        1973         1974         1975 

Beyond  this,  Lone  Star  is  a  major 
factor  in  another  key  industry. 
We're  the  Western  Hemisphere's 
leading  cement  producer,  at  a 
time  when  long-term  trends  are 
favorable. 

Two  industries  with  bright 
prospects.  And  Lone  Star  is  well 
positioned  in  both  of  them.  We  call 
that  being  in  the  right  place  at  the 
right  time. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830. 


STARM 
INDUSTMES 


CATpfiO-t 


LONE  STARS   HELP 


THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 
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A  Good  Place  to  Live 

"Connecticut's  biggest  attraction 
for  companies  on  the  move  is  its 
quality  of  life,"  says  Mark  Feinberg, 
the  state's  Director  of  Development 
and  immediate  past  president  of  the 
National  Assoc,  of  State  Development 
Agencies.  "Above  all  else,  a  company 
must  be  convinced  that  its  new  loca- 
tion is  one  that  appeals  to  the  men 
and  women  it  wants  to  keep  on  the 
payroll,  and  that  the  quality  of  life 
the  state  offers  translates  as  well  to  a 
happy  and  productive  work  force.  A 
very  important  factor  to  the  latter  is 
that  the  absence  of  a  State  income 
tax  means  higher  take-home  pay  for 
hourly  employees.  The  availability  of 
the  State's  exceptionally  skilled  work 
force  is  probably  a  close  second  in 
inducement." 

This  was  emphasized  recently  by 
Robert  P.  Jensen,  president  of  Gen- 
eral Cable  Corporation  in  Greenwich, 
during  an  interview  with  another 
business  magazine. 

"In  New  York  we  experienced  a 
number  of  absolute  turndowns  by 
talented  people  because  they  pre- 
ferred not  raising  their  families  in 
that  environment.  We  have  had  no 
problems  since  we  moved  here." 

"In  fact,"  he  added,  "we  seem  to 
be  able  to  attract  and  hold  single 
people  in  this  environment,  too." 


Richard  Q.  Kress,  president  of  the 
Noreico  Consumer  Products  Division 
of  the  North  American  Philips  Cor- 
poration, which  has  moved  into 
Essex,  Connecticut  says,  "A  major  pri- 
ority in  selecting  a  site  for  the  new 
Consumer  Products  Division  was  that 
it  be  within  a  100  mile  radius  of  New 
York  City. 


"After  viewing  and  analyzing  ev- 
erything available  within  that  radius 
. . .  and  taking  into  account  all  key 
factors  that  have  to  be  considered 
when  constructing  a  new  facility,  we 
chose  Connecticut. 

"It,  by  far,  best  fulfilled  all  Noreico 
requirements.  Connecticut  is  the 
place  to  be!" 

Edward  W.  Franklin,  vice  president 
and  general  counsel  of  the  StamforcT- 
bound  General  Signal  Corporation, 
had  a  slightly  different  approach.  The 
"most  significant  factor"  in  General 
Signal's  decision  to  come  to  Con- 
necticut, said  Franklin,  was  the  three 
hours  a  day  of  commuting  the  com- 
pany's officers  now  put  in  to  get  to 
work  in  New  York  and  home  again. 

"Of  the  10  senior  officers  whose 
contribution  to  the  company's  suc- 
cess is  considered  significant,  seven 
already  live  in  Connecticut,"  he  said. 
"Relieving  them  and  other  executives 
of  this  burden  will  make  a  real  differ- 
ence in  their  efficiency  and  produc- 
tivity." 


Hugh  )oyce,  president  and  chief 
executive  officer  of  Bowater  Incor- 
porated, also  finds  a  Connecticut  lo- 
cation advantageous. 

"Before  we  moved  to  Old  Green- 
wich," he  says,  "we  managed  our 
North  American  enterprise  with 
three  different  groups  spread  around 
the  continent. 

"We  needed  to  consolidate  and 
naturally  wanted  to  set  up  our  head- 
quarters in  a  place  well  suited  for 
communications  with  our  operating 
executives  dispersed  throughout  the 
Eastern  parts  of  Canada  and  the 
United  States. 

"Connecticut  filled  the  bill  nicely. 

"With  our  company  plane  we  can 
within  hours  reach  our  mills  in  Cal- 
houn, Tennessee  or  Catawba,  South 


Carolina  in  the  U.S.  or  m  Corner 
Brook,  Newfoundland  and  Liverpool, 
Nova  Scotia.  In  little  over  an  hour  we 
can  visit  our  executives  at  Bowater 
Canadian  Limited  in  downtown 
Montreal. 

"The  life  style  and  regional  advan- 
tages of  the  Greenwich  area  make  it 
a  pleasant  place  to  live  as  well  as 
work.  We  like  it  very  much— and  we 
can  confirm  an  appreciable  increase 
in  staff  productivity." 


David  Beretta,  chairman  and  chief 
executive  officer  of  Uniroyal,  Inc., 
notes  his  company,  whose  roots  have 
been  firmly  planted  in  Connecticut 
since  1843,  today  operates  three 
plants  in  the  state  which  employ 
nearly  5,000  people  manufacturing 
industrial  and  agricultural  chemicals, 
plastics,  rubber  products,  footwear 
and  fire  hose.  The  company's  Oxford 
Management  and  Research  Center  in 
Middlebury  houses  research,  sales, 
administrative,  and  management 
functions. 

As  a  result,  says  president  Beretta, 
there  is  a  free  interchange  of  ideas 
among  its  more  than  1,000  employ- 
ees "which  has  facilitated  communi 
cations  and  accelerated  decision 
making." 

"A  new  and  modern  working  envi 
ronment  has  improved  morale  and 
established  closer  personal  working 
relationships." 

When  people  talk  about  Connecti 
cut's  "quality  of  life",  they  are  sin- 
cere and  enthusiastic.  But  to  some- 
one unfamiliar  with  the  State,  the 
phrase  tends  to  sound  vague,  eso- 
teric. 

What  does  Connecticut  have,  spe 
cifically,  thai  makes  for  the  muc  h 
bruited  superior  "c|uality  of  life"!* 

The  following  section  cfeals  with 
what  sets  Connecticut  apart  as  a 
goocf  ()lac('  in  whic  h  to  live,  raise  a 
family  and  (Jo  l)usiness. 
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High  technology  is  our 
basic  strength.  l\/lanaging  it 

is  our  business. 


Power-generating  it,  distnbuting  it.  applying  it.  A  growing 
outlet  for  our  technologies  in  gas  turbines  and  the  fuel  cell 
now  under  development  by  our  Power  Systems  Division 


Systems  for  flight  are  an  important  category.  Our  Hamilton 
Standard  Division  makes  the  pressurization  and  air-condi- 
tioning systems  used  on  Boeing  747s  and  Lockheed  L101  Is. 


Gomputer 
cooking 


Industrial  controls  reflecting  precision  engineering  and 
manufacturing  are  a  major  and  growing  market  for  us.  The 
controls  for  this  microwave  oven  come  from  our  Essex  Group. 


Total  Sales 

1965 
$1.5  billion 

1975 
$3.9  billion 


_r. 


Net  Income 

1965 
$50  million 

1975 
$117  mflHon 


1965         1975 


1965        1975 


Results 


By  uniting  basic  technologies  we  have  accomplished  these 
results. They  give  us  a  solid  foundation  for  constructive  growth. 


UNITED 
TECHNOLOGIES. 

Pratt&  Whitney  Aircraft  Group,  Otis,  EssexGroup,  Sikorsky  Aircraft,  Hamilton  Standard,  Norden,  Chemical  Systems  Division, 

Power  Systems  Division, Turbo  Power  &  Marine  Systems,  United  Technologies  International, 

United  Technoiogies  Research  Center.  United  Technologies  Corporation,  Hartford,  Conn.  06101. 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV—  sponsored  by  United  Technologies  Corp. 


Now  what? 
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••  Navy  salvage  experts  couldn't  float  the  U.S.S.jL^^i 
Knox  by  conventional  techniques.  So  she  lay  impaled 
on  a  spiny  coral  reef  in  the  South  China  Sea.      -^r^^;^ 

Olin's  urethane  technology  came  to  the  rescue. 
Nearly  80  tons  of  Autofroth  rigid  foam  were  pumped  , 

into  17  of  the  ship's  flooded  compartments  which  freed 
the  ship  from  the  reef.  She  was  towed  to  Formosa  and 
later  rebuilt. 

Urethane  is  one  of  the  most  versatile  products  ever 
known.  It  can  be  light,  flexible,  tough,  or  rigid.  Mold  it  - 
into  any  shape  you  can  imagine— furniture,  shoes,  dash- 
boards. It  both  insulates  and  contributes  structural  sup-  ^ 
port.  Omalon  carpet  foundation,  an  Olin  urethane,  has 
even  turned  the  floor  covering  business  upside  down. 

35  years  ago,  urethane  was  just  a  dream.  But  it's  '| 
here  today.  And  in  terms  of  breadth  and  depth  of  supply- a 
ing  this  miracle  foam,  we're  the  best.  Which  is  nice  to 
know  even  if  your  ship  isn't  sinking.  J  J  ^^  .-i 
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Transport  Systems 

Connecticut  enhances  its  desirable 
location  with  systenns  of  transporta- 
tion that  move  people  and  products 
quickly  and  easily  to  all  corners  of 
the  nation  and  the  world. 

Whether  by  highway,  air,  rail  or 
water,  Connecticut-based  films  can 
deliver  goods  with  profitable  speed 
and  convenience  from  every  part  of 
the  state  to  major  markets  every- 
where else.  At  the  same  time  these 
facilities  also  serve  the  needs  of  cor- 
porate personnel  whose  duties  and 
concerns  demand  their  presence  at 
points  around  the  globe— often  on 
very  short  notice. 

Three  of  New  England's  four  major 
Interstate  expressways  go  through 
Connecticut.  1-95  follows  the  Con- 
necticut shoreline  from  New  York  to 
Rhode  Island.  1-91  cuts  north  through 
New  England  from  New  Haven  to 
Bradford,  Vt.  (eventually  it  will  reach 
Canada).  The  Connecticut  portion  of 
1-84  runs  from  the  Hartford  area  to 
New  York  State  near  Danbury  where 
it  connects  with  southbound  1-684 
towards  New  York  City.  1-86  heads 
from  East  Hartford  to  a  link  with  the 
Massachusetts  Turnpike  (1-90)  at  Stur- 
bridge. 

In  all,  Connecticut  has  4,000  miles 
of  state  and  Interstate  highways,  as 
well  as  some  14,800  miles  of  paved 


town  roads,  giving  Connecticut  the 
third  highest  percentage  of  paved 
roads  in  the  nation. 

Shippers  are  served  by  some  3,800 
interstate  carriers,  of  which  575  are 
Connecticut-based  trucking  firms 
that  provide  both  in-state  and  inter- 
state service. 

All  major  population  centers  in  the 
Northeast  are  within  Connecticut's 
zone  of  overnight  delivery.  This  ex- 
tends from  Portland,  Me.  to  Wash-' 
ington,  DC,  and  as  far  west  as  Ro- 
chester, N.Y.  Cities  like  Cleveland 
and  Charlotte,  N.C.  are  in  the  zone 
of  second-morning  delivery.  Third- 
morning  destinations  reach  Chicago 
and  Atlanta.  In  fact  it's  possible  to 
ship  from  Connecticut  to  any  point 
on  the  West  Coast  within  six  days. 
Air  Facilities 

Connecticut,  with  its  27  commer- 
cial airports  and  seven  commercial 
heliports,  is  fully  prepared  to  meet 
the  demands  of  air  transportation. 

Bradley  International,  at  centrally 
located  Windsor  Locks,  is  the  state's 
largest  and  busiest  airport,  handling 
more  than  2.5  million  passengers  and 
up  to  50,000  tons  of  freight  an- 
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nually— everything  from  private  craft 
up  to  and  including  the  747. 

It  is  common  rated  with  New  York 
and  Boston  for  international  freight 
operations. 

Scheduled  service  is  provided  by 
nine  air  carriers;  of  these,  five  are 
first-level  passenger  and  cargo  carri- 
ers, one  is  second  level,  and  three 
are  third-level  certified  air  commuter 
operators  (two  passenger  and  one 
direct  air  express). 

There  are  municipal  airports  at 
Bridgeport,  Danbury,  Meriden  and 
New  Haven,  as  well  as  state-owned 
fields  at  Hartford,  Groton,  Williman- 
tic,  Danielson  and  Oxford. 
Rail  and  Water 

ConRail  and  the  Central  Vermont 
railroad  systems  provide  comprehen- 
sive service  to  major  cities  in  Con- 
necticut, as  well  as  linkage  with 
trans-continental  lines  and  access  to 
Canadian  destinations. 

Connecticut  shippers  may  utilize 
both  conventional  equipment  or 
piggy-back  service  under  different 
plans  of  cooperation  with  motor  car- 
riers. For  passengers,  ConRail 
operates  some  200  commuter  trains  a 
day  between  Connecticut  and  New 
York,  as  well  as  AMTRAK  service  be- 
tween Boston  and  New  York  (shore- 
line) and  Hartford  and  New  York  (in- 
land). 

The  state's  250-mile  Long  Island 
Sound  shoreline  has  several  excellent 
harbors.  Deep-draft  terminals  are  lo- 
cated in  Bridgeport,  New  Haven  and 
New  London,  and  shallow-draft  ter- 
minals at  Greenwich,  Stamford,  Nor- 
walk  and  Westport.  These  and  other 
small  harbors  along  the  shore  also 
provide  excellent  facilities  for  plea- 
sure boating. 
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When  we  started 
in  Connecticut  in  1892,  our 
main  product  was  boots. 

We've  branched  out  a  bit 
since  then. 


TRANSPORTATION 

Tires  and  Tubes 

Passenger 

Truck  and  Bus 

Aircraft 

Trailer 

Recreational 
Retread  Materials 
Batteries 
Accessories 
Tire  Fabrics 
Automotive  Parts 

Crash  Pads 

Instrument  Panels 

Grilles 

Mats 

Interior  Trim 

Fan  Belts 

Hose 

Powergrip  Timing 
Belts 

Naugahyde 
Upholstery 

Cushioning 
Trains 

Wall  Panels^' 

Tray  Rests 

Window  Frames 

Seating 
Aircraft 

Freight  and  Luggage 
Conveyors 

Headrests  and  Annrests 

Seating  Components 

Snack  Trays 

Self-Sealing  Gas 
Tanks 
Marine 

Hovercraft  Skirts 

Dock  Fenders 

Buoys 
Truck 

Air  Deflectors 

Noise  Control 
Packages 

Royalex  Body  Parts 


Bus 
Seats 
Window  Frames 

AGRIBUSINESS 

Growth  Reguiants 

Alar 

B-Nine 

MH-30 

Kylar 

Royaltac 

Slo-Gro 
Miticides 

Omite 

Comite 
Herbicides 

Alanap 

Dyanap 

Mor-cran 

Solo 
Fungicides 

Vitavax 

Plantvax 
Farm  Tires 
Reservoir  Liners 
Machine  Parts 
Power  Belting 
Conveyor  Belts 
Tractor  Seats 
Work  Boots 
Protective  Clothing 
Agricultural  Hose 
Resins  for  Pipe 
Crop  Cover  Tarps 
Rubber  Plantations 

HOME  AND  OFFICE 

Naugahyde 

Upholstery 
Koylon  Foam 
Kralastic  Resins 

TV  Cabinets 

Refrigerator  Liners 

Piping 

Telephone  Housings 

Office  Machines 
Garden  Hose 


Urethane  Plastics 
Furniture 
Insulation 
Beams 
Paneling 
Rug  Underlay 

Carpet  Cushion 
Lexide  Cover  Stocks 
Books 
Booklets 
^    Brochures 

Folders 
Computeristics,  Inc. 
Data  Processing 
Systems 
Banks 
Hospitals 
Civil  Services 
Industry 
Commerce 

MATERIALS 
HANDLING 

Storage  and  Shipping 
Pillow  Tanks 
Tarpaulins 
Underwater  Storage 
Containers 
Sealdrums 
Sealdbins 
Sealdtanks 
Dunnage 

Liquid  Transporters 
Industrial  and 

Truck  Tires 
Conveying 
Tote  Boxes 
Conveyor  Belting 

Supennarket 

Bulk  Handling 

Freight 

Baggage 

Post  Office 

Airlines 
Machinery  Design 
Hose  and  Tubing 


USCO  Services 
Warehousing 
Distribution 
Order  Processing 
Inventory  Control 
Computer  Capability 

RECREATION  AND 
LEISURE 

Naugalite  Clothing 
Royal  Golf  Equipment 
Daisy  Golf  Line 

Balls 

Bags 

Shoes 

Jackets 

Accessories 
PRO-Keds  Athletic 

Shoes 
Keds  Casual  Shoes 
Grasshoppers 

Sandals 

Casual  Wear 
Royal/Red  Ball 

Fishing  Boots 

Fishing  Waders 

Hunting  Boots 

Rainwear 

Sports  Jackets 

HiPile  Fabrics 
Athletic  Mats 
Royalite  Plastics 

Luggage 

Accessories 
Sperry  Top-Sider 

Boating  Shoes 
Foul  Weather  Gear 
Storm  Boots 
Clothing 

Ensolite  Flotation 

Equipment 
Ensolite  Protective 

Padding 
Naugaion  Sport 


Footwear  Uppers 
Marine  Components 

Decking 
Seating 
Topping 
Canoe  Hulls 

INDUSTRY  AND 
CONSTRUCTION 

Tires  and  Tubes 

Off-the-Road 

Solid  and  Semi- 
Pneumatic 

Pneumatic  Industrial 
Conveyor  Belts 
Powergrip  Belts 
V-Beits 
Diaphragms 
Gaskets,  Seals 
Industrial  Hose 
Sealdbin  Containers 
Dunnage 
Fuel  Cells 
Tote  Boxes 
Adhesives 
Reservoir  Liners 
Dock  Fenders 
Flex-Light  Printing 

Plates 
Textiles 
Foam,  Sponge 
Defense  Products 


Protective  Clothing 
Ensolite  Insulation 
Oil  Booms 
Work  Boots 
Industrial  Sponge 
Roll  Covering 
Machinery  Shops 
Natural  Rubber 
Synthetic  Rubbers 

Royalene 
TPR 
Paracril 
Roylar 
Naugatex  Latices 

Rubber  Chemicals 
Blowing  Agents 
Chemical  Intermediates 
Industrial  Chemicals 

Water  Treatment 
Corrosion  Inhibition 

Specialty  Chemicals 
Kralastic  ABS  Plastics 
Vibrathane  Urethane 

Plastics 
Textile  Fabrics 
Petroleum 

Antioxidants 
Surfactants 
Vinyl  Chloride 

Monomer 


UNIROYAL 


to  Connecticut 


and  the  best 
source  of 
Brass  in 
the  U.S.A. 


Bridgeport 


Serving  Connecticut 
industry  since  1865 


If  your  products  use  brass, 
copper  or  bronze,  a  good  rea- 
son to  come  to  Connecticut  is 
to  get  all  the  metal  you  need 
from  Bridgeport  Brass  —  the 
largest  independent  fabrica- 
tor of  brass  mill  products  in 
the  nation. 

ur  three  Connecticut  plants 
can  give  you  fast  deliveries  in 
any  form  you  need  —  sheet, 
rod,  wire,  tube  and  forgings. 
All  made  to  the  highest  quality 
standards.  You'll  benefit,  too, 
from    our   technical    service 
that  can  help  you  reduce 
costs   and   improve   product 
quality. 

For  more  Information  on 
Bridgeport  Brass,  simply  fill 
in  and  mail  the  postpaid 
Reader  Service  Card  you'll 
find  in  the  back  of  this  issue. 


Bridgeport  Brass  Company 

Division  of  National  Distillers  and  Chemical  Corporation 

Bridgeport,  Conn.  06602 
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Why  Connecticut? 

"Conneclicut-So  Much,  So  Near", 
the  slogan  which  appears  on  much 
of  the  state's  promotional  materials, 
is  the  child  of  a  Connecticut  adver- 
tising agency.  The  slogan  is  more 
than  clever  and  catchy  p.r.  In  a  twist 
of  life  imitating  art,  it  has  caught 
hold  as  a  pithy  capsulization  of  what 
Connecticut  is  all  about.  There  is,  lit- 
erally, "so  much,  so  near". 

The  state  ranks  first  in  "quality  of 
life"  and  first  in  per-capita  income  in 
the  continental  U.S.  It  also  stands 
first  in  the  number  of  research  and 
development  labs,  scientists  and  en- 
gineers per  capita  and  skilled  labor 
force.  The  state  is  second  to  none  in 
the  availability  of  telecommunica- 
tions and  power.  Located  midway 
between  Boston  and  New  York,  its 
300-mile-radius  overnight-delivery 
market  reaches  some  55  million  cus- 
tomers in  the  U.S.  and  Canada.  It  is 
proud  and  traditional  New  England, 
but  it  is  also  sophisticated  and  grow- 
ing suburban  areas.  It  is  stable  ("the 
land  of  steady  habits"),  but  it  is  pro- 
gressive (the  "Connecticut  Yankee" 
may  be  generic,  but  he  and  she  are 
real). 

It  is  a  pace-setter  among  states  in 
progressive,  humane  and  far-sighted 
legislation,  but  the  state  budget  must 
be  balanced,  by  law.  It  has  the  first 
woman  governor  of  any  state  elected 
on  her  own  merits,  who  was  not  just 
a  Governor's  wife. 

Yet  Governor  Grasso  was  elected 
with  a  quarter-century  reputation  as 
a  Northeast  urban  liberal  and  a  "big- 
spender",  and  is  now  amazing  some 
and  dumbfounding  others  by  cutting 
slate  spending  to  the  bone  (includ- 
ing a  tight-fisted  approach  to  the 
time-honored  political  patronage 
dole),  preaching  the  gospels  of  aus- 
terity and  economic  reality,  calling 
for  an  increased  state  employee 
workweek,  and  proposing  tax  relief 
for  business  and  industry.  In  general, 
acting  like  an  old-time,  thrifty, 
shrewd,  black-ink  New  England  busi- 
nessman—oops, person.  And  the  ma- 
jority of  the  state's  citizens  are  ap- 
parently applauding  her  for  her 
efforts.  Ella,  like  the  state  she  leads, 
is  a  study  in  contrasts. 

And  with  numerous  other  states 
seemingly  in  varying  stages  of  possi 
ble  economic  c()lld()s(',  ("onnoctic  ut 
is  workinfi   It  is  amazing.  It  is  unicjucv 
An  impressively  diversified  assort- 
ment of  national  and  international 
firms  is  finding  C'onnet  tic  ul  a  red- 
hot  place  to  locale  and  to  do  busi- 
ness in,  as  well  as  expand  existing 
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I    facilities  in  the  state.  There  is  ob- 
r        viously  so  much,  so  near  when 

dozens  of  corporate  giants,  medium- 
sized  businesses,  small  firms,  interna- 
tional conglomerates— representing 
the  spectrum  from  aircraft  engines  to 
X-Ray  technology  and  health  care  in- 
dustries to  food  processing,  from  in- 
surance to  brokerage  houses,  from 
power  tools  to  shavers,  toys  and 
computer  centers— make  the  deci- 
sion, "Connecticut  is  the  place  for 
me." 


Leadership 

Twenty-nine  of  America's  500 
largest  industrials  have  chosen 
to  locate  their  corporate  head- 
quarters or  executive  offices  in 
Connecticut. 

They  include: 
Bridgeport 

American  Chain  &  Cable 

Warnaco 
Fairfield 

General  Electric 
Farmington 

Embart 

Heublein 
Greenwich 

Amax 

American  Can 

Avco 

Bangor  Punta 

Chesebrough- Pond's 

General  Cable 

General  Signal 

Howmet 

Lone  Star 

Microdot 
Hartford 

United  Technologies 
Meriden 

Insiico 
New  Britain 

Stanley  Works 
Norwalk 

Continental  Can 
Stamford 

Champion  International 

Combustion  Engineering 

Contirtental  Oil 

Great  Northern  Nekoosa 

Olin 

Pitney-Bowes 

Xerox 
Waterbury 

Scovill 
Westport 

Stauffer  Chemical 
Wilton 

Richardson-Merrill 


From  Abroad 

More  than  60  multinational 
firms  currently  have  facilities  in 
Connecticut.  During  the  past 
two  years  alone,  the  following 
companies  have  been  attracted 
to  the  state  or  have  established 
operations  there: 
From  Austria 

Pez-Haas  Foods  (Orange) 
From  Denmark 

Lego  Systems  (Enfield) 
From  England 

General  Engineering  (Bridgeport) 

EMI,  Inc.  (Danbury) 


From  France 

Louis  Dreyfus  Corp.  (Stamford) 
From  Germany 

AEG  Power  Tool  (Norwich) 

Boehringer-lngelheim  (Danbury) 

ESPE  Dental  Products  (East  Windsor) 

Siemens  Corp.  (Cheshire) 

Wafios-Orion  (Branford) 
From  Liechtenstein 

Hiiti  (Stamford) 
From  the  Netherlands 

North  American  Philips  (Essex) 


Room 
with  a  view 


Room  for  manufacturing.  Room  for 
warehousing.  Room  for  company 
headquarters.  Room  to  live  and 
room  to  raise  a  family. 

Others  have  not  only  found  the 
room,  but  good  reasons  to  occupy  it. 
General  Dynamics,  Uniroyal,  Eli  Lilly, 
and  so  many  more.  And  all  are 
enjoying  the  beauty  and  profitability 
in  Connecticut. 

And  companies  moving  into  the 
state  have  access  to  property  tax 


abatements  and  long-term,  low 
interest  financing.  And  Connecticut 
has  no  state  or  local  income  tax. 
We've  got  the  room,  the  skilled 
workers,  the  financial  benefits  and 
the  lifestyle,  ready  for  you  now. 

For  specifics,  contact,  in  confi- 
dence, Edward  J.  Stockton,  Com- 
missioner, Connecticut  Department 
of  Commerce,  Suite  425, 
210  Washington  Street,  Hartford, 
CT  061 06.  Or  call  (203)  566-5037. 
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Department  of  Commerce 


Ed  Stockton,  the  young  and  ener- 
getic Commerce  Commissioner 
—United  Technologies'  Corporate 
Economist  and  Suburban  Hartford's 
Bloomfield  Mayor  prior  to  accepting 
Ella  Grasso's  challenge  to  lead  the 
key  department— describes  Connecti- 
cut's Department  of  Commerce  as 
the  "most  innovative  and  accommo- 
dating" in  the  country.  "In  fact",  says 
Stockton,  "I  would  call  our  financing 
programs  the  best,  all-round,  of  all 
the  states.  We  approved  loans  to  85 
companies  last  year,  for  a  total  of 
more  than  7700  retained  and  new 
jobs." 

"We  are  a  service  agency  for  Con- 
necticut companies,  but  we  are  also 
a  sales  organization— aggressive  and 
out-reaching.  A  Connecticut  business 
gets  the  sniffles  and  we're  there  with 
Kleenex  and  aspirin.  If  an  out-of- 
state  company  is  rumored  to  be  less 
than  happy  where  it  is,  we're  knock- 
ing at  the  door.  And  we're  discreet 
about  it;  they  like  that.  In  all  of  this, 
Charlie  Duffy,  our  Deputy  Commis- 
sioner, has  been  of  tremendous  assis- 
tance, supported  by  the  entire  Com- 
merce team." 

"When  I  took  this  job,  I  knew  that, 
despite  the  problems  with  the  econ- 
omy and  certain  of  the  business 
taxes,  Connecticut  has  a  lot  to  offer, 
a  fantastic  attractiveness.  After  all, 
Connecticut  as  a  state,  as  a  "way  of 
life",  doesn't  really  need  a  hard  sell. 
We've  got  location,  a  highly  skilled 
labor  force,  a  reputation  for  stability. 


life-style  and  wealth  going  for  us. 
And  there  were  signs  the  state  was 
reaching  the  point  where  it  was  pre- 
pared to  extend  its  progressiveness 
in  government  to  its  relationship 
with  business  and  industry,  as  well. 

"But  I  also  knew  we  had  to  get  out 
and  hustle.  In  many  cases,  the  really 
unique  pluses  of  Connecticut  were 
not  getting  across,  while  some  nega- 
tive factors  were  being  exaggerated 
both  within  and  outside  the  state. 

"I  told  Ella  we  had  a  hell  of  a  job 
to  do,  and  the  national  economy 
wasn't  going  to  be  any  help.  We 
might  even  have  to  think  about  in- 
creasing incentives  and  decreasing 
business  taxes  to  do  the  job. 

"She  said,  'You  tell  me  what  you 
need  and  what  I  can  do  to  help, 
where  I  can  go  to  help,  and  I'll  do  it. 
I  can't  give  you  a  glamor  budget,  but 
I  can  give  you  one-hundred  percent 
Administration  and  personal  sup- 
port.' 

"She's  been  wonderful.  I  really 
think  Ella  deserves  the  bulk  of  the 
credit  for  our  successes,  working 
against  the  economy  and  our  own 
austerity  budget.  She  makes  tough 
decisions  with  no  shilly-shallying. 
The  state  budget  across  the  board  is 
down  to  the  bone,  and  that's  good  in 
two  ways:  we're  going  to  avoid 
what's  happening  in  New  York  and 
Massachusetts,  and  by  showing  how 
efficiently  and  effectively  the  state 
can  operate  at  its  leanest,  we're 
going  to  continue  to  impress  the 
businessmen  and  corporate  decision- 
makers. 

"Fiscal  and  governmental  stability 
is  the  most  persuasive  part  of  the 
package  a  state  can  offer  business. 
There  is  no  'perfect  package'  in  any 
state,  and  Connecticut  is  no  excep- 
tion. We're  taking  a  hard  quantitative 
look  at  all  of  the  cost  aspects  of 
doing  business  in  Connecticut  with  a 
view  to  improving  them  in  every 
possible  way.  But  there  is  no  ques- 
tion that  the  initial  and  hardest  look 
a  prospective  move-in  takes  is  at  a 
state's  fiscal  integrity  and  the  long- 
range  stability  of  its  government. 
Connecticut  stacks  up  well  in  these 
areas.  We  feel  results  do  not  show 
immediately,  but  we  are  building  a 
sound  economic  base  for  Connecti- 
cut's future. 

"Recently,  by  chance,  I  was  intro- 
duced to  an  industrialist  from  an- 
other state.  He  said  to  me,  'You 
know,  I  wish  we  had  a  governor  in 


my  state  like  your  Ella  Grasso.  I  think 
we'd  be  in  less  trouble  than  we  are.' 
Three  weeks  later  I  learned  this  exec- 
utive had  a  realtor  scouting  around 
Connecticut  for  a  new  location  for 
his  plant.  I  think  that  example  says  a 
lot  for  the  state  and  its  government. 
'Progressive  but  stable'  is  more  and 
more  apt  as  a  description  of  Con- 
necticut, and  business  leaders  are  fa- 
<  vorably  impressed.  That  is  selling 
point  number-one. 

"Ella  said  jobs  were  going  to  be 
her  first  priority,  and  she's  deter- 
mined to  do  whatever  can  be  done 
to  get  those  jobs  and  keep  them, 
even  if  what  she  has  to  do  is  tempo- 
rarily unpopular  politically— some- 
thing else  that  impresses  business. 
She  is  totally  supportive.of  the  De- 
partment of  Commerce  team  and  our 
economic  development  goals,  and 
her  enthusiasm  is  catching. 

The  close  cooperation  of  the  Com- 
missioners of  Labor,  Taxation,  En- 
vironmental Protection,  Transporta- 
tion and  Banking  has  been 
invaluable  and  in  some  specific  cases 
crucial  in  our  efforts." 


Movers  and  Shakers 

Through  the  years  Connecticut 
men  and  women  have  had  their  fair 
share  of  legendary  accomplishment. 

Names  like  Ethan  Allen,  Nathan 
Hale,  Harriet  Beecher  Stowe,  John 
Brown  and  Noah  Webster  hold  a  firm 
place  in  American  History.  But  there 
were  others  who  made  historic  con- 
tributions to  America's  industrial 
growth. 

Pratt  &  Whitney  jet  engines,  Si- 
korsky helicopters,  Stanley  tools,  Faf- 
nir  bearings.  Remington  arms,  Hitch- 
cock chairs,  Travelers,  Aetna,  The 
Hartford  (Hartford,  of  course,  is 
known  as  the  "Insurance  Capital  of 
the  Nation").  Names  known  and  re- 
spected all  over  the  world— Connecr- 
icut  names. 

2500  firms  engaged  in  the  metals 
industry,  a  tremendous  subcontract- 
ing capacity,  aero-space  quality  labor 
force-these  factors  help  keep  Con- 
necticut in  the  forefront  of  United 
States  manufacturing  today  and  pro- 
vide a  solid  l)asis  for  the  future 


CONNECTICUT 


So  much  Sovear 


BOWSBJER 


tomorrow 
and  tomorrow 
and  today! 

Our  business  depends  on 
several  million  acres  of 
land  for  the  natural 
resources  they  provide. 
But  which  comes  first— 
the  land  or  the  more 
than  6000  Bowater  men 
and  women  in  North 
America  into  whose  care 
and  management  these  acres 
and  our  mills  are  entrusted? 
We  think  it's  our  people. 
Only  by  their  skills  are 

we  able  to  unlock 

4^^  the  value 

jpP^  nature 
provides  us. 
At  our 

headquarters 
in  Old  Greenwich 
we  concentrate  on 
building  our  management 
today  to  meet 
the  challenges 
of  a  growing 
Bowater 
tomorrow. 


BOWATER  INCORPORATED 

...an  important  member 
of  North  America's 
forest  products  industry 
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Heublein  is  cow-ish 
on  America. 


Only  in  America  could  a  spirits  beverage  sell  a  million  cases  the  first  year  it 
was  introduced.  That's  what  Malcolm  Hereford's  Cows  is  doing.  A  delicious 
beverage  in  four  flavors  —  banana,  strawberry,  mocha  and  chocolate  mint  — 
Hereford's  Cows  are  stampeding  the  market. 

Not  even  Smirnoff  Vodka's  phenomenal  growth  to  6  million  cases  a  year 
matches  that. 

Sensing  consumers'  changing  tastes  and  serving  them  is  the  key  to  Heublein 's 
success.  And  it  has  produced  exceptional  growth  in  the  company's  sales  and 
earnings  over  the  past  decade. 

Only  in  America  could  it  happen  .  .  .  only  at  Heublein. 


Connecticut  is  our  home . . .  the  world  our  market   [[eublej 

Other  Heublein  brands  include  Kentucky  Fried  Chicken,  A.  1.  Steak  Sauce,  Harveys  Bristol  Cream,  Lancers  Wines,  Arrow 
Cordials.  Heublein  and  The  Club  Cocktails,  and  Italian  Swiss  Colony  Wines.  For  further  information  about  our  business  write  to 
Heublein  Inc.  Farmington  CT  06032,  for  a  copy  of  our  Annual  Report. 
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K'ghj  Kind  of  Mix 

Connecticut  has  long  been  known 
as  ti  pleasant  and  desirable  place  to 
have  a  home.  Despite  its  compact 
size,  it  provides  ample  variety  in  resi- 
dential choice,  modern  metropolitan 
apartments,  suburban  homes  and 
condominiums,  gracious  colonial 
houses  in  small  villages,  and  prosper- 
ous looking  old  farm  houses.  Loca- 
tions are  also  varied:  deep  river  val- 
leys, rolling  hill  country,  and  the 
rambling  shore  of  Long  Island  Sound. 

And  in  Connecticut,  no  one  place 
is  very  far  from  any  other. 

Despite  its  high  degree  of  urbani- 
zation, two  things  must  be  kept  in 
mind  about  the  state:  nearly  two- 
thirds  of  its  area  is  open  land,  and 
none  of  its  cities  has  more  than 
155,000  residents.  In  fact  there  are 
only  five  cities  in  Connecticut  with 
populations  of  more  than  100,000— 
Bridgeport,  Hartford,  New  Haven, 
Stamford  and  Waterbury.  This  means 
that  Connecticut  can  provide  every 
facility  for  the  good  life  without  un- 
manageable big  city  problems. 

Because  of  its  proximity  to  both 
New  York  City  and  Boston,  Connecti- 
cut blends  cosmopolitan  attitudes 
with  strong  New  England  values.  It's 
a  way  of  life  that  builds  tomorrows 
on  the  strength  of  yesterday.  It's 


why,  for  instance,  so  many  old  vil- 
lages with  their  white-steepled 
churches  and  colonial  greens  have 
quietly  built  modern  country  clubs, 
retained  topflight  educational  per- 
sonnel for  their  school  systems,  pro- 
vided up-to-date  health  and  safety 
equipment,  and  developed  an  ever- 
increasing  interest  in  cooperative  re- 
gional programs  of  development. 

It  helps  explain,  too,  the  spirit  with 
which  government  and  private  enter- 
prise have  continually  teamed  up  to 
meet  the  challenge  of  urban  renewal, 
to  support  the  ongoing  development 


of  private  business  and  industry,  and 
to  assure  Connecticut's  future  pros- 
perity. 


The  Land 

Area:  5,009  sq.  mi 

.  (13,023  sq. 

km.) 

Population,  1974 

(est.): 

.  3,121,000 

Boundary:  371  mi 

1.  (594  km.) 

Shoreline:  253  mi 

(405  km.) 

Towns:  169 

Farms:  4,400 

Lakes  and  Ponds: 

6,000 

Miles  of  Rivers  ar 

id  Streams: 

8,400  (13,440  km.) 

Highest  Altitude: 

2,380  ft.  (714 

m.) 

State  Parks  and  Forests:  115 

(164,000  acres/65,600  ha.) 

CONNECTICUT 


So  much  Sonexi 


To  put  it  simply, 

we're  growing  a  big  business  out  of 

a  lot  of  little  things. 


Here  comes  another  load  of  our  little  parts. 


We  put  hundreds  of 
little  parts  in  almost 
every  auto,  truck  and 
off-road  vehicle. 


This  is  one  of  the  businesses  we  keep  stocked 
with  little  parts. 


By  distributing  13,000 
fast-moving  repair  and 
maintenance  parts 
and  products  we 
eliminate  stocking 
problems  in  industrial, 
fleet  and  automotive 
maintenance. 


This  is  where  our  little  parts  may  be  found. 


Our  manufacturing  and 
distribution  operations  are 
in  11  countries  on  three 
continents.  We're  there,  ■ 
where  you  need  us. 


Barnes  Group  Inc.  includes 
Associated  Spring  and  Bowman 
Distribution  operations  which 
make  and  supply  parts  for  original 
equipment,  replacement  and 
maintenance  to  the  industrial 
world. 


If  your  products  require  close- 
tolerance  metal  parts,  or  if  you 
need  repair  and  maintenance 
parts  and  supplies,  write  us  today. 
Barnes  Group  Inc.,  18  Main  St., 
Bristol,  CT  06010,  and  we'll  have 
our  specialist  call  you. 


BARNES  A 

GROUP  INC  /KLX 
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Quality  Education 

One  of  the  major  supports  for 
Connecticut's  desirable  living  quali- 
ties is  the  character  of  its  educational 
systems,  both  public  and  private. 
Standards  have  been  among  the  na- 
tion's highest  ever  since  the  first  law 
requiring  public  support  of  schools 
was  enacted  before  Connecticut  be- 
came a  state.  Teaching  qualifications 
are  among  the  highest  anywhere. 

The  state  provides  such  essential 
services  for  its  public  schools  as  pro- 
fessional guidance,  research,  and 
planning.  Administration  and  financ- 
ing, however,  are  largely  in  the  hands 


of  the  local  community.  Even  before 
the  United  States  became  a  nation, 
Connecticut  had  never  regarded  uni- 
versal public  education  as  ending 
with  the  primary  grades.  The  state,  in 
effect,  since  its  early  history,  has 
guaranteed  a  high  school  education 
to  every  youngster  desiring  it. 

Moreover,  Connecticut  high 
schools  are  more  than  a  preparatory 
process  for  higher  education.    • 
Throughout  the  system,  emphasis 
also  is  placed  on  practical  vocational 
skills-courses  in  the  industrial  arts 
and  business. 

In  addition  to  excellent  public  ed- 


TRANSMITTING  SATELLITE  SIGNALS 

IS  ONLY  ONE  OF  THE 

THINGS  OUR  PRODUCTS  DO. 

When  you  turn  on  a  light,  make  a  phone  call,  or  plug  in  an 
appliance,  chances  are  that  General  Cable  is  working  for  you. 
Our  products  range  from  huge  500.000-Volt  transmission 
cables  to  insulated  telephone  conductors  so  small  that  4.800  of 
them  fit  into  a  cable  under  3  "  in  diameter. 

We  make  electrical  wires,  cords,  and  cables  for  all  classes 
and  conditions  of  service  for  power  and  communications  utilities, 
construction,  cable  television,  industrial  users,  transportatiori, 
shipbuilding,  and  original  equipment  manufacturers. 
WM       That  s  one  side  of  our  business.  The  other  side  provides  tools, 
hardware  and  equipment  for  wire  and  cable  installation:  steel 
wire  and  strand  and  terminal  housings  from  Indiana  Steel  &  Wire: 
communications  hardware,  masonry  and  hollow  wall  fasteners, 
tools  and  drills  from  Diamond  Expansion  Bolt:  aerial  lift  vehicles, 
manhole  heaters  and  ventilators,  pumps,  generators,  safety 

equipment,  air  dryers,  and  cable  pressuri- 

zation  systems  from  the  Apparatus 
Division :  and  Metal  Textile  manu- 
factures and  markets  a  complete 
line  of  scouring  pads  for  house- 
^     hold  and  institutional  use 

Our  products  may  not  be 
,  obvious,  but  they're  out 
i  there  working  for  you. 


General  Cable  Corporation,  500  West  Putnam  Avenue.  Greenwich.  Connecticut  06830  NYSE:GK 


ucation,  Connecticut  has  long  been 
noted  for  its  outstanding  private 
schools.  These  not  only  include  pa- 
rochial school  systems,  but  also  more 
than  30  private  preparatory  schools. 
Institutions  such  as  Choate,  Taft, 
Hotchkiss,  Loomis,  Westover,  Kent, 
Miss  Porter's  and  Ethel  Walker  have 
drawn  pupils  from  throughout  the 
world. 

Some  50  colleges  and  universities 
throughout  Connecticut  are  licensed 
or  accredited  by  the  State  Depart- 
ment of  Education.  These  include 
such  traditional  names  as  Yale,  Trin- 
ity, Wesleyan  and  Connecticut  Col- 
lege, and  newer'urban  schools  like 
the  universities  of  Hartford,  New 
Haven  and  Bridgeport.  The  Hartford 
Graduate.Center  of  Rensselaer  offers 
specialized  graduate-level  studies  in 
management  and  the  sciences,  with 
classes  in  the  later  afternoon  and 
evening  to  accommodate  those  who 


work.  Yale  University  and  The  Uni- 
versity of  Connecticut  also  have  t()[) 
medical  colk^gcs  and  law  schools,  as 
well  as  engineering  schools.  1 

UCONN,  with  a  main  campus  at  I 

Storrs  and  l)ranches  at  various  points 
in  the  state,  sfx-arhcads  (Connecti- 
cut's system  of  higher  public  educa- 
tion. In  addition,  there  are  four-year 
stale  (ollcges  in  New  Britain,  New 
Haven,  l)anl)ury  and  Wtllimanlic. 
Two-year  community  colleges  offer- 
ing associate  degrees  and  transfer 
()r()grams  are  now  located  in  12 
towns. 

The  needs  ol  incluslry  are  lurther 
served  by  the  state's  \(y  regional  vo- 
cational-technical schools,  which 

CONKI 
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provide  training  for  jobs  requiring  a 
high  degree  of  skill.  More  than  10,600 
full-time  students  at  these  schools 
receive  training  in  some  30  special- 
ties ranging  from  welding  and  auto- 
motive mechanics  to  electronics  and 
basic  tool  and  die  technology. 

Two  year  technical  colleges  in 
Connecticut  offer  post-secondary 
training  in  the  applied  sciences.  They 
are  located  in  Hartford,  Norwalk, 
Norwich  and  Waterbury,  with  pro- 
grams especially  designed  to  meet 
the  needs  of  industry  for  technicians. 

To  help  meet  the  demands  of  Con- 
necticut's manufacturing  industry, 
classroom  programs  in  trade-related 
subjects  are  available  to  apprentices 
employed  full-time.  These  cover  a 
broad  spectrum  of  both  business  and 
industrial  subjects.  In  addition,  the 
State  Department  of  Education  also 
satisfies  immediate  industrial  needs 
by  conducting  special  training  pro- 
grams as  the  demand  arises.  This  net- 
work of  educational  institutions 
plays  a  large  role  in  another  Con- 
necticut first:  the  state  has  more  sci- 
entists and  engineers  per  capita  than 
any  other  state. 

The  current  session  of  the  State 
Legislature  is  considering  a  bill  estab- 
lishing a  Connecticut  Academy  of 
Science  and  Engineering  (CASE),  pat- 
terned after  the  National  Academy. 
CASE  would  provide  technical  guid- 
ance and  expertise  to  state  govern- 
ment and  to  industry  and  commerce, 
helping  advance  the  role  of  science 
and  technology  in  industrial  applica- 
tions. CASE  would  offer  guidance  on 
major  technical  and  scientific  break- 
throughs and  phenomena  which 
could  impact  on  the  general  eco- 
nomic health  of  Connecticut. 
Tourism  and  the  Arts 

Connecticut  succeeds  by  keeping 
what  is  good  and  adding  what  is 
necessary. 

Its  modern  highway  system  makes 
travel  within  the  state  both  swift  and 
convenient.  Rarely  is  any  point  more 
than  an  hour  and  a  half  from  any 
other.  This  factor  has  been  crucial  in 
the  development  of  the  state's  half- 
billion-dollar  a  year  (and  growing) 
tourist  industry— a  reflection  of  Con- 
necticut's quality  of  life  and  scenic 
beauty. 

At  the  same  time,  Connecticut's 
age-old  byways  remain— smoothed 
out  and  widened, to  be  sure— inviting 
leisurely  insp.ection  of  the  state's 
great  natural  beauty.  They  follow  the 
changing  contours  of  the  land,  un- 

mcuT 

So  much  So  near 


folding  scenes  of  unsuspected  loveli- 
ness at  the  crest  of  a  hill  or  in  the 
long  sweep  through  a  peaceful  val- 
ley. Here  are  broad  village  greens 
surrounded  by  dignified  homes  little 
changed  since  colonial  times,  spots 
of  scenic  and  historic  interest  un- 
touched by  commercial  exploitation. 
Connecticut  is  a  state  of  parklands. 
Scores  of  state  parks  and  state  forests 
are  threaded  with  well-kept  road- 
ways that  wind  through  some  of 


New  England's  finest  scenery  and 
past  carefully  maintained  recreation 
areas.  There  are  hundreds  of  cleared 
hiking  trails,  campgrounds  and  picnic 
sites,  brooks,  ponds  and  lakes  for 
fishing,  swimming  and  boating. 

In  fact,  water  is  both  Connecticut's 
heritage  and  pleasure.  The  same  fine 
small  shoreline  harbors  that  served 
the  state's  maritime  economy  of  an- 
other age  today  are  given  over  to  the 
billowing  sails  and  throbbing  motors 


IROQUOIS 

A  Growing  Company  with  a  Fine  Family 
of  Specialty  Products 


"I6L"  is  listed  on  American  and  Pacific  Stock  Exchanges.  For  information,  write: 
Investor  Relations,  Iroquois  Brands,  Ltd.,  41  West  Putnam  Avenue,  Greenwich,  Ct.  06830 
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of  pleasure  boats.  Mystic  Seaport  and 
the  Mystic  Marinelife  Aquarium  in 
Southeastern  Connecticut,  along 
Long  Island  Sound,  are  annong  the 
state's  top  tourist  attractions.  Marinas 
and  yacht  clubs  dot  the  coastline 
from  Greenwich  to  Stonington, 
threading,  also,  along  inland  rivers, 
such  as  the  Connecticut. 

Nearly  70  golf  courses  throughout 
the  state  are  open  to  public  play;  in 
addition,  there  are  about  90  private 
golf  and  country  clubs.  In  fact,  it's 
estimated  that  Connecticut  has  more 
golfing  per  square  mile  than  any 
other  state. 
Creative  Arts 

The  enrichment  of  Connecticut  life 
also  involves  activity  of  another  kind. 
Again,  it's  a  matter  of  tradition. 

Connecticut's  colonial  craftsmen 
furnished  America  with  incredibly 
beautiful  work.  What  survives  are 
among  the  most  cherished  of  an- 
tiques. 

For  untold  generations  the  state 
has  been  the  home  of  prominent 
theologians  and  philosophers,  au- 
thors and  painters.  And  today  there 
Is  probably  a  greater  concentration 
of  full-time  professional  creative  ar- 
tists in  Connecticut  than  in  any  other 
state  as  a  whole. 


Connecticut  has  the  unique  Ameri- 
can Shakespeare  Theatre,  the  Good- 
speed  Opera  House,  the  Oakdale 
Musical  Theatre  and  a  host  of  other 
summer  stock  companies.  It  has  din- 
ner theater  and  resident  Equity  the- 
ater, major  road  shows  and  commu- 
nity theater.  It  has  the  Wadsworth 
Atheneum,  the  Yale  Art  Gallery,  the 
Lyman  Allyn  Museum,  and  the  Mu- 
seum of  American  Art. 

It  has  summer  art  shows  on  village 
greens,  studio  crafts  centers,  music 
under  the  stars,  pops  concerts,  string 
ensembles,  and  symphony  orchestras. 
It  has  the  American  Dance  Festival, 
opera,  ballet,  and  heritage  crafts,  film 
festivals,  recitals,  special  exhibits  and 
one-man  shows. 

And  they  are  everywhere. 
Back  to  Basics 

Concern  for  the  individual,  singly 
and  collectively,  has  led  to  still  other 
accomplishments  in  Connecticut. 

For  instance,  the  state  has  one  of 
the  highest  ratios  of  hospital  beds  to 
population  in  the  country.  The  same 
may  be  said  for  its  number  of  resi- 
dent doctors  and  dentists. 

Combined  state  and  local  expendi- 
tures for  public  safety  equipment 
and  personnel  is  one  of  the  nation's 
highest,  per  capita. 


In  a  slightly  different  vein— no  less 
.important,  however— Connecticut  has 
among  the  greatest  number  of 
books,  per  capita,  in  circulation 
through  its  public  libraries. 

Connecticut  residents,  per  capita, 
have  the  nation's  highest  effective 
buying  income.  They  are  among  the 
nation's  largest  stockholders,  and 
<  have  one  of  the  country's  highest  per 
family  percentages  of  life  insurance 
coverage. 

In  other  words,  Connecticut's 
quality  of  life  is  second  to  none.  If 
those  who  live  in  Connecticut  take 
these  things  for  granted,  they  proba- 
bly wonder,  from  time  to  time,  why 
anyone  would  be  willing  to  settle  for 
less. 
Tax  Benefits 

There  is  no  state  or  local  personal 
income  tax  in  Connecticut  and  Gov- 
ernor Grasso  is  pledged  against  a 
state  income  tax. 

There  is  no  county  government, 
and  there  are  no  county  taxes. 

The  state  does  not  tax  personal 
property,  and  communities  do  not 
levy  a  sales  tax. 

Connecticut  has  no  corporate  net 
worth  tax,  no  state  unincorporated 
business  tax,  and  no  DISC  corpora- 
tion business  tax. 
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PAYING  DIVIDENDS 

RNt  WO  CONSEOmVE  YEARS  IS 

JUSr  ONE  OF  THE  WnrS  STANLEY 

HELPS  YOU  DO  THINGS  RIGHt 

Every  year  for  a  hundred  years  we've  been 
able  to  give  our  stockholders  the  same  good  news. 
■^  A  dividend  check  in  the  mail. 

And  for  the  last  nine  years 
we've  increased  the  dividend 
payment.  So  our  dividends 
aren't  just  steady,  they're 
steadily  growing. 

At  Stanley,  we've  been 
doing  things  rijght  for  a  long 
time.  Things  lUke  introducing 
the  first  real  innovation  in  hand 
tools  in  this  century:  Stanley's 
line  of  Surform®  tools.  Things 
like  developing  the  first  auto- 
matic door,  and  pioneering  cold- 
rolled  strip  steel.  And  we're  not 
only  doing  things  right  here  at 
home  but  in  the  more  than  135 
countries  where  Stanley 
products  are  sold.  People  all 
over  the  world  know  they 
can  count  on  Stanley  quality. 

At  Stanley  we  do  things 
right.  And  that's  why  we 
.-  can  help  you  do  thiags  right 

. . .  like  receiving  dividends 
for  100  years. 


STANLEY 


helps  you  do  things  right 

The  Stanley  W)rks  CSWK),NewBritain,Connecticut 

Tools:  Woodworking  hand  tools,  garden  tools,  portable  electric  and  air  tools,  and  hydraulic  tools. 
Household  Products:  Residential  hardware,  drapery  hardware,  shelving  systems,  and  automatic  garage  door  openers. 
BuBdors  Products:  Automatic  door  equipment,  prestressed  and  precast  concrete  construction  components, 
builders  hardware,  garage  doors,  steel-clad  residential  doors  and  automatic  gate  openers. 

Industrial  Products:  Cold-rolled  strip  steel,  steel  strapping ,  industrial  hardware  and  storage  systems. 
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Goods  stored  in  transit  are  not 
taxed,  nor  is  there  any  property  tax 
on  approved  water  and  air  pollution 
abatement  equipment. 

Manufacturers'  inventory  taxes  dis- 
appear this  year,  and  similar  taxes  for 
wholesalers  and  retailers  are  being 
phased  out. 

Loss  carry-forwards  are  allowed  for 
a  period  of  five  years,  and  consoli- 
dated corporate  business  tax  returns 
also  are  allowed. 

Recently  passed  legislation  permits 
Connecticut  communities  to  enact 
laws  permitting  certain  tax  abate- 
ments for  new  industry. 

Connecticut  provides  no  unem- 
ployment compensation  to  strikers, 
nor  does  it  increase  this  tax  to  cover 
temporary  disability. 

Workmen's  compensation  rates  are 
generally  comparable  with  those  in 
neighboring  states,  as  is  the  applica- 
tion of  corporate  income  taxes. 

Most  municipalities  in  Connecticut 
have  a  single  taxing  authority;  this 
means  that  real  and  personal  prop- 
erty are  subject  to  the  same  overall 
assessment  ratio.  Furthermore,  all 
municipalities  are  required  to  re- 
assess and  revalue  taxable  property 
at  least  once  every  10  years,  thus 
fostering  an  equitable  tax  climate  for 
commercial,  industrial,  residential 
and  other  property  owners. 
Market  Advantages 

Geography  has  placed  Connecticut 
at  the  heart  of  the  world's  richest 
marketplace. 

About  one-third  of  the  U.S.  popu- 
lation lives  within  500  miles  of  the 
state,  as  does  nearly  two-thirds  of 
Canada's. 


The  U.S.  sector  receives  35%  of  the 
total  national  income  and  controls 
roughly  the  same  percentage  of  the 
country's  effective  buying  income. 
The  Canadian  portion  has  an  effec- 
tive buying  income  of  $42  billion  and 
transacts  $22  billion  worth  of  retail 
business. 

Also  within  500  miles  of  Connecti- 
cut is  37%  of  all  U.S.  manufacturing 
firms,  35%  of  all  manufacturing  em-    * 
ployment,  and  36%  of  all  value  added 
by  manufacture. 

A  range  of  300  miles,  normally  con- 
sidered the  area  of  overnight  deliv- 
ery, reaches  some  55  million  custom- 
ers in  the  U.S.  and  Canada.  Again, 
income  levels  and  consumer  expendi- 
tures in  this  radius  are  well  above 
the  national  average  for  both  coun- 
tries, as  are  the  size  and  value  of  in- 
dustrial activities. 


The  Economy 

Connecticut  has  no  state  or 
local  income  tax,  no  county 
government  and  no  county 
taxes,  no  local  sales  tax  and  no 
state  property  tax. 

Its  1974  per  capita  effective 
buying  income  of  $5,571  was 
first  in  the  nation.  At  the  same 
time,  its  $6,455  per  capita  per- 
sonal income  was  second  (after 
Alaska),  and  its  average  per 
household  effective  buying  in- 
come of  $16,812  third. 
Other  economic  items  of  inter- 
est: 

Gross  State  Product:  $20,973 
billion  (1973)  (Source:  Fed- 
eral Reserve  Bank  of  Boston) 

Per  Household  Retail  Sales: 
$8,443  (1974) 

Net  Grand  List:  $27.5  billion 
(1974) 

Corporations:  40,000  (1975) 

Manufacturing  Establishments: 
6,000  (1975) 

Insurance  Companies  Based  in 
State:  48  (1975) 

Banks:  40  (1975) 

Savings  and  Loan  Ass'ns:  36 
(1975) 

Dwelling  Units:  1,307,000  (1973) 
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World  Headquarters: 
Ansonia,  Connecticut  06401 


Designers  and  manufacturers  of 
machinery  and  productivity  systems 
for  the  rubber,  plastics,  steel  and 
nonferrous  metal,  paper,  sugar, 
automotive,  electrical  equipment 
and  other  industries;  machine  tools; 
rolls;  castings;  weldments;  gears. 


FARREL-Where  Engineering 

Meets  the  Ctiallenges  of  Technological  Advancements 

by  Designing  Tomorrow^  IVIachines Today! 


¥rom  Water  Wheels  to  Today's  Space  Age 
Machine  Requirements  and  Beyond . . . 

Founded  in  1848  as  a  machine  shop  and  foundry 
producing  parts  for  water  power  plants,  the  conn- 
pany  in  the  next  few  decades  branched  into  other 
fields— metals  rolling  mills,  calenders  and  other 
machines  for  the  newly  developing  rubber  industry, 
chilled  iron  rolls  for  paper  mills,  roll  grinding  ma- 
chines, and  cane  sugar  crushing  machinery-  be- 
ginning a  still  on-going  trend  of  product  diversifica- 
tion. Add  plastics  processing  machines,  large 
machine  tools,  railroad  wheel  and  axle  machinery, 
metal  extrusion  presses— these  are  only  a  few  of  the 
major  fields  intowhich  the  company  has  expanded. 

Now  the  Farrel  enterprises  have  grown  beyond 
any  dreams  its  founders  could  possibly  have  had. 
Parrel's  consistent  advances  in  product  develop- 
ment have  established  it  as  the  pioneer  in  the  many 
varied  industries  it  serves,  and  advanced  marketing 
techniques  have  expanded  its  horizons  into  virtually 
every  industrial  ly  developed  country  in  the  world. 

As  these  industries  grow  in  complexity,  machinery 
requirements  become  more  demanding  —  new  and 
better  ways  of  producing  at  lower  cost,  in  larger 
quantity  and  with  Improved  accuracy.  Farrel,  as 
always,  responds  to  these  changing  conditions  by 
developing  hew  and  often  revolutionary  designs, 
some  of  which  even  anticipate  the  needs  of  industry! 


In  the  past  two  years  alone,  Farrel  has  introduced 
to  the  market . . .  a  I  ine  of  electron  beam  machine 
tools,  which  are  "firsts"  of  this  kind  in  the  country . . . 
a  mixer  designed  to  produce  excellent  dispersion 
on  low  to  medium  viscosity  plastic  materials  without 
damage  to  fragile  additives  such  as  hollowglass 
spheres  or  fibers  . .  .a  mixer/extruder  capable  of 
compounding  high  viscosity  thermoplastics  while 
providing  thorough  dispersion  of  pigments  or  other 
components ...  a  granulator,  licensed  by  a  foreign 
designer,  to  produce  cylindrical  granules  of  nylon, 
polyester  and  other  thermoplastics— planned  for 
both  batch  processes  in  which  large  quantities  must 
be  discharged  from  reactors  or  extruders  in  a  short 
time  and,  if  needed,  adaptable  to  continuous  proc- 
esses. 

In  the  process  of  development,  undergoing  research 
and  marketing  studies,  or  with  licensing  arrange- 
ments pending,are  many  more  provocative  and 
unique  contributions  to  production  technology— 
truly,  tomorrow's  necessities  already  on  the  Farrel 
drawing  boards  TODAY! 


O  Farrel 
Machinery 
Group 

USM  Corporation 
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The  Connecticut  Department  of 
Commerce  (DOC),  created  in  1973,  is 
generally  described  as  "where  the  ac- 
tion is"  in  state  government  circles. 
With  a  staff  of  about  75-in  itself  an 
example  of  the  current  lean-to-the- 
bone  Grasso  budget— DOC  is 
charged  primarily  with  conducting 
three  major  aggressive  campaigns 
aimed  at  enhancing  the  state's  eco- 
nomic growth:  Q  Services  to  foster 
the  growth  and  vigor  of  business  and 
industry  in  the  state.  □  Attraction  of 
selected  business  and  industry  to 
Connecticut  from  out  of  state. 
Q  Promotion  of  Connecticut's  grow- 
ing year-round  tourist  industry. 

As  it  encourages  business  and  in- 
dustrial development,  working  in  co- 
operation with  local  governments, 
DOC  also  works  with  individual 
firms  to  provide  them,  at  the  outset, 
with  Information  and  guidance  on 
environmental  regulations  which  af- 
fect their  particular  operations. 

"Aggressive  assistance"  is  the 
name  of  the  game  as  DOC  goes 
about  its  primary  task  of  keeping 


Connecticut  companies  in  Connecti- 
cut and  working  with  out-of-state 
firms  interested  in  relocating  to  the 
state.  The  Department  does  this 
through  a  variety  of  channels: 
Location  Services 

Companies  relocating  into  Con- 
necticut from  other  states  will  find  a 
full  range  of  business  and  industrial 
services  available  from  the  Connecti- 
cut Department  of  Commerce. 

The  Department  maintains  a  cur- 
rent file  of  more  than  2,000  sites  and 
250  buildings,  cross-referenced  ac- 
cording to  specific  company  needs. 

Experienced  development  agents 
provide  practical  expertise  in  a  wide 
range  of  service  areas.  These  services 
are  available  at  no  charge,  and  range 
from  building  and  site  selection  to 
recruitment  of  new  business  and  in- 
dustry and  liaison  between  state  gov- 
ernment and  the  private  sector. 
Financing 

The  Connecticut  DOC  administers 
one  of  the  nation's  most  wide- 
ranging  finance  packages  for  busi- 
ness and  industry. 


Industrial  Revenue  Bonds-through 
its  financing  affiliate,  the  Connecticut 
Development  Authority  (CDA),  the 
Department  provides  low-cost,  long- 
term  industrial  revenue  bond  financ- 
ing for  a  variety  of  business  and  in- 
dustrial projects— including  pollution 
abatement  systems. 

Funds  may  be  applied  to  land  pur- 
chase and  site  development,  con- 
struction, equipment  and  machinery. 
They  can  provide  up  to  100  percent 
of  project  cost  with  a  term  of  up  to 
40  years.  Interest,  for  bond  pur- 
chasers, is  federally  tax-exempt. 

Industrial  Mortgage  Insurance— [he 
Department  provides  insurance  cov- 
erage of  first  mortgage  loans  for  vari- 
ous industrial  projects.  Coverage  is 
up  to  90  percent  of  real  property  cost 
and  up  to  80  percent  of  project  cost 
for  machinery  and  equipment.  Term 
of  coverage  of  up  to  25  years  is  avail- 
able on  real  property;  ten-year  terms 
are  given  for  new  machinery.  Single 
project  limits  are  $10  million  for  real 
property,  $5  million  for  machinery 
and  equipment. 
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Kay  Whartenby,  San  Mateo 
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Bob  West,  Dallas 


Dave  Miller,  New  York 


ive  do... 


Paul  Bankson,  Chicago 


Reg  Martin,  Amherst,  N.Y. 


Butch  Case,  Columbus 


things...      a  little...      differently.'' 


Last  year  Connecticut 
General  had  a  good  year.  And 
we're  the  first  to  say  that  the 
secret  of  our-success  is  our 
people.  People  like  the  repre- 
sentatives shown  above. 

Our  people  are  helping 
clients  all  over  the  U.S.  in  ways 
you  might  not  expect.  Serving 
the  business  owner,  executive 
and  professional  with  personal- 


ized financial  planning.  Life 
reinsurance.  Group  insurance 
and  group  pension  programs 
for  small  firms  to  giant  corpora- 
tions. Property  and  casualty 
protection  for  individuals  and 
businesses.  Investments  of 
$8.5  billion  in  a  broad  spectrum 
of  enterprises— from  shopping 
centers  to  cattle  ranches. 
Among  CG  people,  the 


variety  is  great.  But  they  share 
these  qualities :  They're  highly 
trained  to  serve  their  markets 
with  skill  and  expertise. 

You'll  appreciate  the  CG 
difference. 


Connecticut  General  Insurance 

CoriKjration,  Hartford 

Principal  affiliates: 

Connecticut  General  Life  Insurance  Company 

^tna  Insurance  Company 
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Development  Technology 

Supplies  technical  information  and 
help  to  Connecticut  industry  in  such 
areas  as  product  diversification,  new 
management  and  manufacturing 
techniques  and  sales  marketing,  with 
special  emphasis  placed  on  aid  to 
small  businesses  and  minority  enter- 
prises. 
Sales  Contact  Centers 

State  manufacturers  are  brought 
together  in  regular,  one-day  sales 
meetings  with  out-of-state  industrial 
purchasers  to  help  generate  new 
subcontracting  business  for  state 
firms.  More  than  $100  million  in  sub- 
contract sales  generated  to  date. 
There  are  some  6,000  product- 
producing  firms  in  Connecticut  avail- 
able to  do  subcontracting— and  at 
least  half  of  these  have  participated 
in  the  Sales  Contact  Center  program 
since  its  inception  in  1971. 
Economic  Research  Unit 

Gathers  statistical  data  and  other 
factual  information  on  Connecticut's 
economy  under  a  broad  program  of 
general  economic  and  marketing  re- 
search studies  for  use  by  Connecticut 
business  and  industry. 
Marine  Commerce  Unit 

Works  in  maritime  trades  industry 
area,  helps  develop  and  improve 
commercial  and  recreational  projects 
involving  harbors,  inland  waterways, 
marinas  and  fishing. 


International  Trade 

Seeks  to  discover  new  markets  for 
Connecticut  products  abroad  and 
sells  overseas  companies  on  the  ben- 
efits of  establishing  branch  plants 
and  distribution  centers  in  the  state. 
Department  representatives  make 
periodic  trips  abroad  to  promote  li- 
censing and  joint  venture  opportuni- 
ties for  Connecticut  firms  and  pre- 
pare foreign-language  publications 
describing  Connecticut  products 
available  for  export. 

European  Representative— for  State 
of  Connecticut,  stationed  in  Brussels, 
appointed  by  Governor  Grasso  in 
1975. 

International  Ambassadors— out- 
standing  Connecticut  business  lead- 
ers appointed  by  the  Governor  to 
serve  as  contacts  with  international 
firms,  and  to  advise  DOC  on  state 
and  federal  policies  which  would 
maximize  Connecticut's  attractive- 
ness for  all  aspects  of  international 
business. 
Tourism  Promotion 

Conducts  an  intensive  year-round 
sales  campaign  to  promote  the 
state's  growing  ($500  million  in  1975) 
tourist  industry,  with  special  accent 
currently  on  Bicentennial  Year 
tourism. 
Economic  Development  Planning 

Coordinates  statewide  economic 
development  and  planning,  encour- 
aging greater  input  from  the  private 
sector  of  the  eronomv   Deals  in 


long-range  economic  analysis  to  en- 
able policy-makers  at  every  level  to 
utilize  economic  and  technical  re- 
sources more  efficiently  and  effec- 
tively. 

Cooperative  Programs 
Connecticut  Association  of  Munici- 
pal Development  Commissions 
(CAMDC)  □  Connecticut  Develop- 
ment Council  □  Committee  of  Con- 
cern for  Connecticut  )obs  □  Small 
Business  Development  Centers  Q 
Connecticut  Product  Development 
Corporation  (CPDC)  □  Connecticut 
Trade  Show  (sponsored  jointly  with 
the  Connecticut  Association  of  Pur- 
chasing Management)  □  Connecti- 
cut Economic  Development  Corpora- 
tion, a  complement  of  leaders  from 
the  private'sector  to  assist  in  the 
charting  and  promotion  of  economic 
development  in  the  state. 
Business  Ombudsman 

Office  of  Business  Ombudsman  in 
the  Department  of  Commerce,  estab- 
lished by  Governor  Grasso  April  1, 
1976.  The  Ombudsman  program  is 
designed  to  reduce  red  tape  and 
avoid  time-consuming  delays  in  busi- 
ness dealings  with  Connecticut  State 
Government.  Questions  and  prob- 
lems receive  prompt  attention  and  a 
reply  within  72  hours  of  receipt  of  in- 
quiry. 

Office  of  Business  Ombudsman 

210  Washington  St.,  Hartford,  CT  06106 

Telephone  (203)  566-7035,  566-2087 
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•  27  consecutive  years 
of  sales  increases 

•  14,3%  sales  increase 
in  fiscal  1975 

•  50  i;ears  as  a  public 
compani; 

•  202  consecutive 
quarterly  dividends 

A  diversified  pharmaceutical  company  producing 
proprietary  medicines  (including  Vicks  colds 
products)  and  toiletries,  ethical  pharmaceuticals, 
animal  health  products,  chemicals  and  plastic 
packaging. 


1975 
$659,000,000 


Richardson-Merrell 


INC. 


World  Headquarters 
Ten  Westport  Road 
Wilton,  Conn.  06897 
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Perhaps  Connecticut's  state  motto, 
"Qui  Transtulit  Sustinet"-He  who 
transplanted  sustains-is  the  key  to 
understanding  the  success  of  the 
Constitution  State  in  its  more  than 
300-year-history. 

What  has  been  sustained  is  the 
unique  character  that  has  made  Con- 
necticut both  "the  arsenal  of  the  na- 
tion" and  the  state  impartially  judged 
as  having  the  nation's  best  "quality 
of  life", 

Connecticut  is  much  as  were  her 
founders-traditional,  yet  forward- 
looking.  Shrewd,  but  with  a  highly- 
developed  sense  of  social  responsi- 
bility. Progressive,  yet  with  an  eye 
always  on  the  budget.  Hard-working, 
but  with  plenty  of  time  and  opportu- 
nity for  recreation,  relaxation,  peace 
and  quiet.  Adapting  to  change 
(usually  anticipating  it),  yet  firmly 


holding  on  to  the  natural  and  tradi- 
tional idiosyncrasies  which  make 
Connecticut  what  it  is— both  the 
"land  of  steady  habits"  and  a  state  of 
contrasts. 

It  has  been  said  that  Connecticut  is 
a  microcosm  of  the  nation,  our  na- 
tional history,  character  and  tradi- 
tion, our  past,  present  and  future,  all 
reflected  within  a  5,000  square-mil«- 
area. 

Decision-makers  in  business  and 
industry  have  known  about  Connect- 
icut's incomparable  liferstyle  for 
many  years.  In  successfully  translat- 
ing these  living  qualities  into  work- 
ing conditions,  they  have  found  Con- 
necticut to  be  a  rich  source  of  good 
skilled  labor  and  office  personnel. 
They  have  also  discovered  that  a 
Connecticut  location  is  highly  attrac- 
tive to  their  own  middle  manage- 


ment people,  corporate-minded  men 
and  women  with  families  to  raise 
and  the  good  life  to  live. 

They  know,  too,  that  Connecticut's 
business-oriented  state  government 
is  committed  to  the  support  of  pri- 
vate enterprise,  the  success  of  which 
not  only  retains  and  creates  jobs,  but 
helps  keep  the  edge  on  the  Connect- 
*icut  quality  of  life. 

These  are  factors  basic  to  Connect- 
icut's growing  attractiveness  for  busi- 
ness and  industry. 

For  further  informaiioojon  your 
company's  future  in  Connecticut, 
contact,  in  absolute  confidence, 
Commissioner  Edward  ).  Stockton, 
Connecticut  Department  of  Com- 
merce, 210  Washington  Street,  Hart- 
ford, Connecticut  06106  or  call  (203) 
566-3787. 
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YEARS 

IN  THE 

RIGHT 

STATE 


When  Bangor  Punta  brought  its  world  headquarters  to  Greenwich  in 
September,  1969,  Connecticut  became  the  corporate  home  of  some 
famous  names.  Names  like  Starcraft,  Cal,  Ranger,  O'Day  and  Smith 
&.  Wesson. 

Seven  years  later,  we're  happy  to  report  we  made  the  right 
move.  Connecticut  is  the  ideal  location  for  a  firm  with  nationwide 
and  transatlantic  commitments. 

Our  Starcraft  boats,  campers  and  travel  trailers  are  made  in 
Goshen,  Indiana.  A  plant  in  Fall  River,  Massachusetts,  produces  the 
O'Day  line  of  fine  sailboats.  Costa  Mesa,  California  is  where  we 
manufacture  our  sleek  Ranger  and  Cal  sailboats.  Smith  ^  Wesson 
products  hail  from  Springheld,  Massachusetts. 

Producers  Cotton  Oil  Company  growers  and  processors  of 
cotton,  is  in  Fresno,  California;  and  06<M  and  FECO,  makers  of 
industrial  equipment,  are  in  Houston  and  Cleveland,  respectively. 
The  overseas  members  of  our  family  are  leanneau  in  France  and 
Tyler  Boat  Company  in  England,  makers  of  boats  for  the  European 
market. 

We  wanted  an  Eastern  Seaboard  location,  close  to  major 
financial  centers,  but  with  the  amenities  of  suburban  life. 

Connecticut,  you  helped  us  put  it  all  together. 

Kk     Bangor  Punta  Corporation 
^^    One  Greenwich  Plaza 

Greenwich,  Connecticut  06830 

(203)  661-3900 
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Jnited  States  Tobacco  Company  is  a  growing, 
liversified,  consumer  product  corporation, 
/hich,  in  1975,  achieved  its  15th  year  of  in- 
reased  earnings.  Further,  in  1911,  the  Com- 
lany  realized  a  profit  in  its  first  year  of  opera- 
ion,  and  has  been  profitable  ever  since. 

U.S.  Tobacco  is  a  leading  manufacturer  of 
nuff  and  other  smokeless  tobacco  products 
-COPENHAGEN,  BRUTON,  SKOAL,  HAPPY 
)AYS.  Duhng  the  past  decade,  these  age-old, 
nodern  products  have  been  among  the  most 
lynamic  on  the  nation's  tobacco  shelves.  Sales 
olume  for  the  Company's  moist  smokeless  to- 
tacco  brands  reached  record  levels  every  year 
ince  1967.  With  its  BORKUM  RIFF  and  AM- 
PHORA brands,  the  Company  is  also  a  strong 
sader  in  the  sale  of  pipe  tobacco  in  America, 
he  Company's  Cadillac  Pet  Foods  subsidiary 
3  a  major  supplier  of  carined  dog  and  cat  food 
0  the  lucrative  eastern  seaboard  market,  and 


its  House  of  Windsor  subsidiary  produces  and 
sells  quality  popular-priced  and  premium 
cigars. 

The  Company  is  new  in  the  wine  business, 
but  it  is  geared  for  growth.  Ste.  Michelle 
Vintners,  a  Washington  state  subsidiary,  pro- 
duces and  sells  table  and  dessert  wines  na- 
tionally, although  on  a  limited  basis  at  present. 
Marketing  efforts  are  concentrated  on  its  STE. 
MICHELLE  varietal  table  wines,  and  last  year 
sold  every  bottle  that  it  produced.  U.S.  Tobacco 
is  a  leading  manufacturer  of  fine  briarwood 
pipes— its  DR.  GRABOW  pre-smoked  pipes  is 
the  best-selling  brand  in  the  nation— and  a  mar- 
keter of  fine  domestic  and  imported  pipes.  The 
Company  is  a  major  producer  of  cigarette 
papers  and  pipe  cleaners,  and  has  a  small,  but 
growing  writing  instruments  operation. 

U.S.  Tobacco— a  company  for  today  and 
for  tomorrow. 


INITED  STATES  TOBACCO  COMPANY  •  100  WEST  PUTNAM  AVENUE   •   GREENWICH,   CONNECTICUT  06830 


mi 


•3  /',  *-«'T-i*  I 


>Etna  enjoys  the  life  in  Connecticut 

for  many  reasons. 

We  helped  build  this  one. 


The  pictures  can  give  you  only  a  rough 
idea  of  the  new  Civic  Center  complex  in 
Hartford.  Its  almost  too  big  to  photograph. 
Coliseum  and  exhibition  hall,  hotel  shop- 
ping center  and  office  building  all  in  one, 
it  makes  a  major  addition  to  that  special 
Connecticut  life  style  we  find  so  attractive. 

In  partnership  with  the  City  of  Hartford, 
/Etna  Life  &  Casualty  helped  transform 
the  Center  from  a  dream  to  a  reality 
Because  we  appreciate  the  people,  the 
business  and  governmental  climate,  and 
the  cultural  resources  of  this  state,  we  try 
to  help  preserve  and  improve  the  quality 
of  life  here.  By  investing  in  public  service 
projects.  By  donating  to  medical  and  edu- 
cational institutions.  By  supporting  civic 
activities  and  cultural  events.  By  doing 
whatever  we  can,  whenever  we  can.  And 
many  other  Connecticut  corporations 
feel  the  same  way 

If  you're  seriously  thinking  of  moving 
your  operations,  we  have  no  hesitation 
about  recommending  Connecticut.  It's  a 
great  place  to  grow.  We  know.This  is  where 
we  grew  into  the  world's  largest  diversified 
financial  services  company 

You  get  action  with  >Etna 


'^«iei^ 


LIFE  8.  CASUALTY 


An  Idea  Whose  Time  Has  Come? 


So  far,  factory-built  housing  has  been  a  disappointment, 

but  here's  an  authority  who  says  that  its  time  is  finally  coming. 


Ten  years  ago  Arthur  D.  Bernhardt, 
a  German-born  architect,  engineer  and 
housing  industry  consultant,  arrived  in 
the  U.S.  with  a  scornful  attitude  to- 
ward the  U.S.  mobile  home  industry. 

Today  he  considers  it  the  most  ef- 
ficient and  productive  subsystem  in 
the  housing  world.  He  thinks  it  has  a 
fantastic  future  in  low-cost  housing. 

Bernhardt,  38,  worked  his  way 
through  high  school  and  the  Munich 
Institute  of  Technology  as  a  con- 
struction worker,  was  later  an  archi- 
tect and  design  engineer  and  finally  a 
consultant  on  housing  policy  to  gov- 
ernment and  industry  in  Germany, 
Great  Britain  and  the  U.S.  He  came 
to  this  country  in  1965,  and  is  now 
an  assistant  professor  at  Massachu- 
setts Institute  of  Technology  in  the 
architecture  department. 

Fresh  from  Europe,  he  now  recalls: 
"I  suddenly  saw  all  these  trailers  out 
in  Los  Angeles.  I  was  still  sort  of  im- 
pressed   by    European    building    sys- 


tems, so  I  decided  just  for  the  fun  of 
it,  why  not  take  a  few  weeks  and 
write  a  negative  case  study  on  how 
not  to  develop  the  building  industry?" 
But  it  didn't  end  up  that  way. 

"It  was  clear  that  I  had  found  by 
far  the  most  efficient  building  indus- 
try in  the  world,  in  terms  of  labor 
productivity  and  the  use  of  other  ba- 
sic resource  inputs." 

The  results  of  his  inquiries  will  be 
published  in  a  forthcoming  5,000- 
page  study  done  for  the  Department 
of  Housing  and  Urban  Development. 
His  thesis:  Housing  can  be  efficiently 
built  in  the  factories  of  the  mobile 
home  industry,  taken  to  sites  and  then 
installed  and  finished  by  the  on-site 
housing  industry,  to  the  profit  and 
benefit  of  both. 

If  such  a  marriage  of  industries  to 
produce  low-cost,  high-density  hous- 
ing makes  so  much  sense,  why  hasn't 
it  already  happened? 

"Because  of  the  intuitive  dislike  on 


Arthur  D.  Bernhardt 


Mobile  homes 

don't    have    to    look 

ike   sardine   cans,   truck 

trailers,    or   carnival    tents. 

53 


1 


SERVING  THE  UNITED  TASTES 
OFAMERICA  FOR  181  YEARS 

FmAimsro  roDAY- 

S/X  GENERAT/ONS  OF  THE  BEAM  FAM/LY 
^AVEBEENMmNS  Wi  mi^LDiFf NEST  BOURBON. 


Born  April  i3, 1743- 3^" Child  -3"?  nameoThomas 
Wrote  the  Declaration  of  ]npepfnpe/kl  m  the  age  of  33 

WAS  3^  COMMISSIONER  -  3^MEMBE(?0f  WASHIMOrONS 

Cabinet- 3'??  PresipenTof  tMf  American  Philosophical 
Society  ANp  WAS  The  3*^  Ambassador  to  France  For 
3  VEARS  In  1796 -he  Lost  the  PResiOENC/ey  3  Vores  - 
PUT  WAS  Elected  3^"  President  of  the  United  States 
IN  1800   He  Died  At  the  A&e  of  83 


HENRYWISNER  1720  1790 

THE  ONLY  NEW  YORKER  WHO 
VOTED  FOR  THE  DEaARATION 
OF  INDEPENDENCE 

MISSED  IMMORTALITY 

BECAUSE 

HE  NE6LECTED 

TO  SI6N  IT/ 


KENTUCKY'"'' ^'STRAIGHT 
BOURBON  WHISKEY 

'Aali/trJ  and  hclllrj  hy 

JAMES  BJEAMjimuNGrn 

Ur"      CLERMONT  '   BCAM^U 
MENTUCKV 

NOm  CCHUINt  WITHOUT  HT  SIONtTuHC 


the  part  of  homebuilders  against  the 
mobile  home  people  and  vice  versa," 
Bernhardt  says,  "and  the  unnecessary 
infighting."  Other  reasons:  the  mobile 
home  industry's  resistance  to  having 
its  product  identified  as  anything  but 
a  "trailer,"  an  inappropriate  land-use, 
zoning  and  taxation  climate,  and  the; 
failure  of  past  attempts  to  "industri- 
alize" housing. 

"The  mobile  home  owner  in  most 
states  is  not  subject  to  real  property 
taxation,"  Bernhardt  says.  "The  mo- 
bile home  population,  with  a  prett\ 
myopic  focus,  is  very  happy  about 
that,  and  mobile  home  park  operators 
and  dealers  are  pretty  happy  about 
that,  too,  to  the  extent  that  in  most 
states  they  muster  their  political  pow- 
er in  a  very  tough  fashion  whenever 
a  bill  is  before  the  legislature  to 
change  over  to  real  property  taxation. 

"They  may  save  $10,  $20,  $30, 
$40;  what  they  don't  realize  is  that 
they  themselves  suffer.  It  creates  a 
suspicion  on  the  part  of  the  traditional 
residential  population  that  these  peo- 
ple don't  pay  their  fair  share.  This 
suspicion  that  they  are  tax  parasites 
very  nicely  reinforces  negative  land- 
use-control  attitudes,  and  so  either 
you  exclude  them,  or  if  you  can't  do 
that  you  send  them  down  the  rail- 
road tracks." 

Long-Lived 

Furthermore,  Bernhardt  says,  most 
lenders  are  tradition-bound  people. 
They  view  mobile  homes  as  chattel, 
whereas,  "We  found  that  the  eco- 
nomic life  of  the  mobile  home  ...  is  as 
long  as  any  traditional  home,  provid- 
ed it  is  maintained. 

"So  one  wide  strategy  would  be  to 
go  toward  real  property  taxation. 
Furthermore,  put  the  unit  on  per- 
manent foundations;  remove  the 
wheels.  By  paying  real  property  tax, 
there  won't  be  any  more  of  the  sus- 
picion of  tax  parasites,  and  as  a  re- 
sult favorable  zoning  will  most  like- 
ly occur  and  land  supply  will  increase. 
On  another  front,  lenders  will  view 
it  as  what  it  really  is,  permanent  hous- 
ing, and  very  likely  go  toward  per 
manent  mortgage-type  financing." 

Bernhardt  says  many  people  in  the 
mobile  home  industry  resist  these 
changes.  They  feel  "the  unit  must 
have  wheels  and  it  must  look  like  a 
shiny  aluminum  box,  because  that 
way  the  building  inspector  doesn't 
realize  it's  a  building  and  labor 
doesn't  realize  it's  a  house.  But  fight- 
ing so  desperately  for  this  stifles  prod- 
uct innovation." 

Once  some  of  these  stereotypes  are 
broken  through,  he  says,  the  mobile 
home  industry  "can  easily  technologi- 
cally produce  shelter  for  higher  den- 
sity, for  medium-rise,  even   for  high 
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The  5'cylinder  Mercedes-Benz  300D. 

Another  engineering  milestone  that  has 

quietly  inspired  a  change 

in  traditional  automotive  design. 


The  Mercedes-Benz  300D  has 
quietly  changed  die  mles  of 
die  automobile  game.  This  5 -cyl- 
inder Diesel  automobile  ofFers  a 
unique  combination  of  perform- 
ance, luxury,  economy  and  quality. 
It  is  the  most  powerful,  the  most 
complete  and  the  swiftest  Diesel 
passenger  car  ever  sold.  Since 
Mercedes-Benz  introduced  the  first 
production  Diesel  passenger  car  40 
years  ago,  that  is  only  fitting. 

No  tune-ups — ever 

Consider    the    benefits    of    this 
Mercedes-Benz.  The  300D  uses 
economical  Diesel  fiiel.  Country- 
wide, every  gallon  averages  4^-7 <f 
[ess  than  regular  gasoline. 

Diesel  fuel  also  has  more  en- 
ergy per  gallon  than  gasoline,  so 
every  gallon  not  only  costs  you  less, 
it  takes  you  farther.  And,  Diesel 
fiiel  is  plentifiil.  Thousands  and 
thousands  of  stations  sell 
it  all  across  America. 


The  5'Cylinder  300  Diesel  achieved  EPA 

mileage  estimates  of  28  mpg  (highway) 

and  22  mpg  (city) .  While  your  mileage 

depends  on  how  and  where  you  drive  and 

your  car's  condition,  compare  these 

estimates  to  any  full-sized  sedan. 

Anodier  plus:  With  the  300D 
you  can  forget  about  that  expen- 
sive automotive  custom  known  as 
the  conventional  tune-up.  Because 
it  has  no  spark  plugs,  points,  dis- 
tributor, condenser  or  carburetor, 
the  Mercedes-Benz  300D  never, 
ever,  needs  one. 

One  more  thing.  While  the 
300D  is  not  as  big,  not  as  heavy 
and  not  as  thirsty  as  most  full-sized 
sedans,    this    5 -passenger  automo- 


bile is  every  bit  as  practical  and 
comfortable.  After  all,  it  is  a 
Mercedes-Benz. 

The  forerunner's  reward 

Over  the  past  five  years  Mercedes* 
Benz  automobiles  have  held  their 
value  better  than  any  other  make 
of  luxury  car  sold  in  America.  It 
stands  to  reason  that  the  300D  will 
be  no  exception.  After  all,  since 
this  automotive  forerunner  is  years 
ahead  today,  it  is  bound  to  be  a 
sound  asset  while  the  others  are 
trying  to  catch  up  tomorrow. 

The  incomparable  Mercedes- 
Benz  300D  sedan.  An  engineering 
milestone    which    has 
quietly  advanced  passen-j 
ger  car  design  a  giant  step. 


Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


©Mercedes-Benz  1976 


What  the  passenger  car  should  be  coming  to:  The  incomparable  Mercedes-Benz  300D. 


^Xall  Tom  Gage. 
He'll  get 
wrapped  up  In 
your  site 
problems/' 

As  Omaha  Public  Power  District's 
industrial  development  expert,  Tom 
will  really  get  wrapped  up  in  your 
plant  site  problems.  Rather  than 
waste  your  time  with  generalities, 
he'll  dig  up  the  specific  information 
you  need  on  key  considerations  like 
sites,  available  buildings,  labor, 
transportation,  and  community 
support  programs  in  Omaha- 
Southeastern  Nebraska.  Plus,  we 
deliver  dependable  electric  power 
at  reasonable  rates.  Send  the 
coupon,  or  give  Tom  a  call  at 
(402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 


I  Tom  Gage,  Manager-  2  05 

Area  Development 
I  Omaha  Public  Power  District 
.  1 623  Harney  Street 
I  Omaha,  Nebraska  68102 
I  Please  send  me  free  facts  on  Omaha-    I 
_  Southeastern  Nebraska.  - 

■  Name     . m 

m  Title _ 


I 


Company. 


Address 


City_ 


State 


Zip 


rise  configurations"— by  using  steel, 
aluminum,  even  concrete— and  elimi- 
nate the  aesthetic  objections  to  pre- 
sent mobile  home  designs. 

"And  by  future  I  don't  mean  the 
next  25  years.  They  could  develop 
this  market  in  two  or  three  years. 

"You  could  build,  as  an  extreme, 
skyscrapers  this  way— provided  you 
have  what  some  people  in  the  trade 
call  megastructure.  But  a  more  rele- 
vant and  more  promising  market  as 
simply  medium-rise,  high-density  ur- 
ban construction.  The  easiest  possi- 
bility technologically  and  also  in  re- 
spect to  regulatory  concerns  would 
be  walk-ups— no  elevators." 

Bernhardt  says  there's  no  need  to 
try  to  set  up  supergovemment  agen- 
cies to  dictate  "industrialization"  of 
the  industry  from  top  to  bottom,  and 
there's  no  need  for  mobile  home  man- 
ufactxirers  to  try  to  handle  land  ac- 
quisition, zoning  and  finishing  when 
on-site  builders  do  that  better  any- 
way. Or,  similarly,  for  builders  to  set 
up  modvJar  housing  factories  when 
the  mobile  home  industry  does  that 
better. 

"What  I  am  saying  is  that  the  best 
solution  is  for  the  factory  builders  to 
do  what  they  can  do  very  well,  build 
shelter  in  their  factories;  for  the  on- 
site  builders  to  do  what  they  can  do 
very  well— assemble  land,  develop  the 
financing,  deal  with  powerful  local 
politicians,  get  zoning  approval  and 
ultimately  work  jointly  in  a  coalition. 
That  way  everybody  is  better  off. 

"Technologically,  it's  straightfor- 
ward, easy,  and  has,  in  a  typical  fash- 
ion, been  done  before.  You'd  have 
coming  out  of  these  factories  essential- 
ly three-dimensional  units— not  relying 
on  wood  construction,  as  the  industry 
presently  does,  but  more  likely  on 
steel.  You'd  see  these  units  designed 
in  such  a  fashion  that  they  are  ex- 
tremely compact  to  justify  transporta- 
tion expenses,  and  have  the  capa- 
bility to  expand  on  site." 

Once  on  site,  "a  substantial  amount 
of  work  would  be  added  by  tradi- 
tional builders.  The  advantage  of  this 
is  twofold:  One,  you  get  more  co- 
operation from  the  homebuilders, 
from  labor,  because  you  create  work 
for  them— work  that  otherwise 
wouldn't  exist,  because  there  is  no 
lower  cost  housing  going  up  any- 
where right  now.  And  second,  you 
can  use  these  on-site-built  additions 
to  these  structures  to  make  sure  that 
none  of  this  stuff  has  any  factory  look 
left  to  it  once  it's  completed." 

In  this  connection,  Bernhardt,  as  a 
former  construction  worker,  has  a 
high  regard  for  the  so-called  "stick 
builder,"  who  was  considered  obso- 
lescent during  the  zeal  for  vertical  in- 
dustrialization.    "These     guys     know 


what  they  are  doing.  They  are  in- 
credibly eflBcient,  much  more  efficient 
than  the  average  large  building  com- 
pany in  Ein-ope.  I  have  great  respect 
for  them.  So  it  appears  to  me  that 
rather  than  have  some  factory  builder 
try  to  acquire  skills  as  an  on-site  de- 
veloper and  installer  that  it  took  an 
industry  centuries  to  develop  to  a  very 
high  level,  why  don't  they  form  a 
coalition  and  thereby  presumably  ex- 
pand the  total  market?  That  way  no- 
body loses."  In  other  words,  factory 
housing  can  win  without  anyone  else 
losing. 

Best  of  all,   Bernhardt   thinks  fac- 
tory-built   housing    can    come    into 


"One  of  the  things 

I  love  about  this  country 

is  that  mistakes 


die  early." 


its  own,  along  the  lines  that  he  en- 
visions, without  any  elaborate  govern- 
ment programs  or  the  creation  of  new 
superagencies. 

"In  Great  Britain,  I  worked  with 
the  central  government  and  I  became 
excited  about  this  notion  of  central 
planning  and  problems  like  frag- 
mentized building  codes. 

"This  was  taken  care  of  easily  in 
Britain:  Just  issue  a  central  govern- 
ment decree,  and  in  a  couple  of 
months  there  was  a  national  building 
code.  What  I  didn't  also  reaUze  was 
that  once  you  have  this  high  degree 
of  centralized  decision-making  and 
substantial  power  vested  at  the  cen- 
tral government  level,  it  enhances  the 
likelihood  of  implementing  mistakes, 
too.  As  a  matter  of  fact,  one  of  the 
things  I  love  about  this  country  is 
that  mistakes  die  early." 

Bernhardt  says  he  does  not  believe 
fragmented  building  codes  will  be 
much  of  a  problem  in  the  U.S.  within 
a  few  years  in  any  event— also  thanks 
to  the  mobile  home  industry.  After 
20  years  of  effort,  the  mobile  home 
people  have  succeeded  in  developing 
a  nationwide,  uniform,  performance- 
type  code.  That  becomes  effective 
this  June.  "Ultimately  I  wouldn't  be 
surprised  if  the  National  Association 
of  Home  Builders  gets  the  idea  and 
presses  for  the  same  advantage.  So  I 
don't  see  code  regulation  as  a  prob- 
lem anymore— at  least  not  the  problem 
it  was  only  five  or  six  years  ago. 

"The  whole  thing  is  simply  to  mak<' 
people  realize  that  there  is  somethinji 
good  at  cither  end— manufacturing 
and  on-site  building— and  that  somr 
combination  of  the  best  of  both  worlds 
is  the  best  possible  answer."  ■ 
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HOW  CAN  YOU  PROFIf  FROM 


Today's  investors  are  constantly  being 
I'looded  with  information  that  can  drastically 
affect  financial  decisions. 

And  that's  where  Dean  Witter  can 
lelp.  We  maintain  one  of  the  industry's  most 
respected  research  departments  to  gather, 
classify,  and  analyze  this  barrage  of  informa- 
tion. As  well  as  separate  departments  for  Tax 
Advantaged  Investments,  Rule  144  Trans- 
actions, Options,  Commodities,  Bonds,  and 
nsurance.  It's  not  just  a  full-time  job.  It's  a  lot 
of  full-time  jobs. 

To  make  this  flood  of  information 
meaningful  to  investors.  Dean  Witters  re- 
search department  selects  and  interprets  the 
most  significant  data  and  regularly  publishes 
it  in  three  publications,  each  with  a  special 
slant.  The  Thursday  Letter  (biweekly)  looks  at 
; broad  economic  trends  and  relates  these  to 
investment  opportunities  in  specific  indus- 
tries or  companies.  The  Analysts'  Commen- 
tary (biweekly)  examines  technical  develop- 
HTients  in  the  securities  market  and  recom- 
mends specific  investment  opportunities. 
And  the  monthly  Investment  Outlook  pro- 
vides information  about  the  investment 
climate  and  a  managed  portfolio  which  Dean 
Witter  recommends  to  investors.  In  all,  we 
^^temptto  help  our  clients  interpret  the 


signs  of  the  times .  .  .  and  take  advantage  of 
the  investment  opportunities  that  our 
changing  economy  presents. 

So  if  you'd  like  information  on  the 
world  of  finance,  we  invite  you  to  call  or  visit 
any  Dean  Witter  office.  Or  mail  the  coupon 
for  a  compi  imentary  copy  of  our  latest  re- 
search publication  (depending  on  when  we 
receive  your  request,  we'll  send  you  our  most 
current  report— the  Thursday  Letter,  the 
Analysts'  Commentary  or  our  Investment 
Outlook). 

It  could  make  a  world  of  difference. 


Thomas  W.  Witter,  Executive  Vice  President 
Dean  Witter  &  Co.,  45  Montgonnery  St. 
San  Francisco,  CA  94104 
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Please  send  me  a  complimentary  copy  of  your  most  current 
research  report. 

Name 


Address. 
City 


State/Zip. 
Phone 


Dean  Witter  clients:  Please 
indicate  office  of  your  Account 
Executive : 
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Parker  premiums 
work! 


"*•»».. 


honorable 
Window 

Jotters 
-increase 
sales 

1,000% 


A  chemical  firm  wanted 

to  introduce  themselves  to  the 

Japanese  market.  On  their  first 

visit,  Parker  Wmdow  Jotter  ball 

pens  were  distributed  to  buyers. 

The  moving  imprint  messages 

in  Japanese  made  a  most  favorable 

impression  and  business 

increased  tenfold!  Once  again, 

Parker  proves  the  pen  is 
mightier  than  most  anything. 

For  information,  write: 

Premium  Marketing  Div.,  Dept.  K, 

The  Parker  Pen  Company, 

janesville,  Wisconsin  53545, 

or  call  608-754-7711. 

Minimum  quantity,  100  ■ 

<t  PARKER 

World's  most  wanted  pens 


51976  The  Parker  Pen  Company,  Jaicsville,  Wisconsin,  U.S.A. 


Horizons  Limited 

Computer  Sciences  is  still  the  leading  independent 
computer  software,  but  that  isn't  saying  much. 


in 


"Don't  worry,"  Fletcher  Jones,  the 
now-deceased  founder  of  Los  An- 
geles' Computer  Sciences  Corp.  reas- 
sured a  Forbes  reporter  in  1967. 
"There  will  be  plenty  of  business 
around  for  everyone. "  The  reporter 
had  asked:  What  would  prevent  the 
mainframe  computer  makers  them- 
selves from  gobbling  up  from  small 
independents  like  Computer  Sciences 
the  bulk  of  the  computer  software 
business,  then  growing  at  about  40% 
a  year?  In  reply,  Jones  pointed  to 
his  own  sales  growth  from  zero  in 
1959  to  $55  million,  which  had  al- 
ready made  CSC  the  leading  inde- 
pendent, and  obsei'ved  that  $200  mil- 
lion was  "within  the  realm  of  pos- 
sibility for  1970." 

Jones's  dreams  never  came  true. 
Sales  did  pass  $200  million,  but  not 
until  the  fiscal  year  ended  this  Mar. 
31— six  years  late.  Along  the  way,  in 
1971  Jones's  successor,  William  R. 
Hoover,  had  to  take  a  $63-million 
write-off,  leaving  today's  stockholders' 
equity  at  a  still  marginal  $20  million 
—against  debt  of  $53  million. 

What  happened  was  what  our  man 
had  feared.  The  computer  makers 
themselves,  from  International  Busi- 
ness Machines  on  down,  have  sim- 
ply walked  off  with  most  of  the  soft- 
ware business.  Left  with  the  crumbs, 
little  independents  like  Wyly  Corp. 
virtually  collapsed.  At  Computer  Sci- 
ences, earnings  went  into  a  steep  nose 
dive  after  peaking  at  $6.8  million  (on 
$80  million  of  sales)  in  1968.  Hoover, 
who  took  over  day-to-day  operations 
in  1969,  has  spent  the  last  seven  years 
scrambling  to  find  other  markets— 
with  generally  disastrous  results. 

One  was  a  highly  publicized  con- 
tract with  New  York's  Offtrack  Bet- 
ting Corp.  The  system  ran  into  prob- 
lems from  opening  day,  and  eventual- 
ly OTB  canceled  the  contract.  An- 
other was  CSC's  attempt  to  develop 
so-called  proprietary  systems  whose 
recurring  revenues  from  numerous 
customers  would  make  them  more 
profitable  than  low-margined  facilities 
management  and  other  computer  ser- 
vices for  the  Government.  The  propri- 
etary systems  were  equally  disap- 
pointing. Computicket,  a  scheme  to 
sell  theater  and  sports  tickets  through 
computer  terminals,  never  caught  on, 
and  $13  million  in  development  costs 
were  written  down  in  1970.  Com- 
putax,  a  tax  preparation  service,  was 
more  successful,  but  had  to  be  sold 
off  in   1971  because  of  a  ca.sh  bind. 


Cash  was  a  continuing  problem  be- 
cause CSC  was  also  pouring  $100 
rriillion  into  a  proprietary  time-sharing 
network  called  Infonet.  Long-term 
debt  soared  to  $82  million  in  1970 
against  equity  of  only  $42  million. 
The  roof  caved  in  during  1971  when 
the  company,  which  had  been  defer- 
ring the  development  costs  of  Infonet, 
had  to  clean  up  its  balance  sheet. 
CSC  took  a  $63-million  write-off  to 
wipe  out  the  accumulated  costs,  re- 
sulting in  a  $36-million  loss  for  the 
year.  Stockholders'  equity  fell  to  $6 
million,  and  CSC  faced  a  liquidity 
crisis  that  threatened  to  sink  it.  A 
short  time  later  in  1972  Jones's  single- 
engine  plane  crashed  into  a  Califor- 
nia hillside  and  Hoover,  his  chief  lieu- 
tenant, was  left  to  straighten  out  the 
company. 

It  was  quite  a  mess.  Hoover,  a  no- 
nonsense  kind  of  man,  takes  full 
blame  for  the  problems,  but  the  con- 
sensus is  that  Jones,  a  flamboyant 
character,  had  left  the  company  badl> 
overextended.  (At  one  point  Jones  had 
tried  to  buy  control  of  Western  Union, 
24  times  CSC's  size,  using  CSC's 
then  high-flying  stock.)  Jones  installed 
the  company  in  lavish  offices  in  Los 
Angeles'  Century  City,  which  Hoo\er 


"Infonet  was  a  bet-your- 
company  kind  of  system/' 
says  a  former  employee. 
Now,  thanks  to  a  big  gov- 
ernment contract,  CSC 
seems  to  be  winning  the  bet. 


long  ago  abandoned.  Also  long  gone 
are  Jones's  Learjet,  and  executixes 
now  fly  tourist,  not  first  class.  Hoovej 
quickly  ended  the  diversification  pro- 
gram and  worked  hard  to  cut  debt 
and  rebuild  cash.  The  remaining  debt, 
mostly  6%  convertible  debentures  due 
in  1994,  is  easily  manageable. 

Just  when  things  looked  darkest  for 
Hoover,  and  it  was  rumored  that 
Infonet  too  was  up  for  sale,  the  Fed- 
eral Goveniment  came  through  with 
a  51-month  contract,  worth  an  csti 
mated  $40  million,  to  supply  remote 
computer  services  to  the  General  Ser 
vices  Administration. 

"Infonet  was  a  bet-your-compan> 
kind  of  system,"  says  one  former  ein 
ployee.  But  now  CSC  .seems  to  hi 
winning  the  bet. 
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Iiifonet  has  been  paying  ofiF  since 
the  GSA  contract  was  won  and  sub- 
sequently renewed.  Between  1972  and 
1975,  net  dollar  revenues  from  the 
GSA  contract  rose  twelvefold.  For 
the  nine  months  through  last  Decem- 
ber, Infonet  accounted  for  almost  half 
of  CSC's  pretax  profits,  on  only  22%  of 
its  sales— with  over  half  of  that  vol- 
ume coming  from  the  Government. 
Of  the  other  78%  of  company  reve- 
nues—for contract  services  such  as 
missile  guidance  systems  and  bank 
computers— some  53%  also  came  from 
the  Government. 

While  competitors  grumble  about 
a  "government  bailout,"  there  is  no 
question  that  CSC  is  a  real  pro  when 
it  comes  to  scrambling  for  federal 
contracts.  Under  Al  Nashman,  who 
came  to  CSC  when  it  acquired  two 
communications  divisions  from  Inter- 
national Telephone  &  Telegraph,  the 
company's  contract  service  division 
bas  landed  business  even  when  econ- 
omy drives  were  on.  And  this  Febru- 
ary the  Infonet  contract  with  GSA 
was  renewed  for  an  additional  15 
months,  with  an  option  for  still  an- 
other 12  months. 

Tough  Row  To  Hoe 

The  successful  performance  of  In- 
fonet for  the  Government  has  helped 
to  improve  CSC  credibility  with  com- 
mercial customers,  which  suflFered  af- 
ter the  Computicket  and  OflFtrack 
Betting  setbacks.  But  the  mainframe 
manufacturers  still  have  the  inside 
track  in  software.  So  CSC  dances 
mainly  to  Washington's  tune,  and  the 
3eat  is  a  difficult  one  at  best.  Federal 
contracts  are  never  very  long  in  dura- 
:ion,  and  there  is  always  pressure  on 
;he  bvireaucrats  to  diversify  their 
lources  of  computer  services.  More- 
)ver,  with  contracts  written  on  a  cost- 
jIus  basis,  the  Feds  keep  close  track 
)f  CSC's  costs.  If  the  company  can 
educe  them,  it  rarely  benefits  from 
he  saving;  instead,  the  price  goes 
iown  and  the  Government  benefits. 

As  a  result  of  all  this,  CSC  is  only 
nodestly  profitable,  even  though  it 
las  managed  to  survive.  Its  earnings 
ast  fiscal  year  were  the  best  ever, 
ibout  $7  million,  or  51  cents  a 
hare  on  $220  million  revenues.  But 
his  represented  a  return  of  only  3 
:ents  on  the  sales  dollar;  at  this  rate, 
t  will  take  CSC  years  to  rebuild  its 
lepleted  capital  base. 

Fletcher  Jones  was  half  right  nine 
-'ears  ago  whon  he  said  there  is 
)lenty  of  computer  software  business 
or  everyone.  It  is  plentiful.  Between 
he  Government  and  commercial  cus- 
omers,  the  market  reached  $5.5  bil- 
ion  in  1976,  vs.  $997  million  in  1967. 
iut  his  successors  have  learned  the 
•ompetition  is  plentiful,  too.  ■ 


How  Sunbeam  helps  a  space 
project  on  Mars, 
extricates  victims  trapped 
in  a  train  accident, 
and  helps  an  industry 
in  New  Zealand. 

T 

Ihe  module  that  will  determine  if  there  is  life  on  Mars 
was  constructed  in  a  233  degree  F.  sterilization  chamber 
built  by  Sunbeam's  Bally  Case  &  Cooler  subsidiary. 

Our  Hurst  Performance  subsidiary  in  Pennsylvania 
developed  and  built  the  "J^ws  of  Life"  Rescue  Tool 
whose  5,000  pound  force  pries  open  wrecked  vehicles  to 
extricate  trapped  accident  victims. 

Our  Stewart  division  provides  sheep-shearing 
equipment  for  New  Zealand  and  the  world. 

In  twelve  foreign  countries  and  all  over  the  United 
States,  we're  making  and  doing  a  number  of  things 
you  might  not  expect  from  a  manufacturer  of  small 
appliances: 

Supplying  and  outfitting  restaurants  and  bars; 
producing  blankets,  barbecue  grills,  lawnmowers, 
industrial  microwave  ovens,  refrigeration  and  cooler 
systems  (including  refrigerated  buildings),  industrial 
.furnaces  (from  tiny  to  huge),  ice-making  machines  for 
hospitals,  liquid  and  air  pollution-control  systems  that 
can  be  hauled  to  plant  sites,  a  cigarette  lighter  that 
draws  its  energy  from  the  sun.  We  even  customize  a 
special  Oldsmobile. 

All  the  places  we're  in,  all  the  things  we  do,  make  us 
an  $852  million  corporation. 

You  thought  of  us  as  one  of  the  world's  largest 
manufacturers  of  small  appliances?  We're  that  too. 

The. 


®  SUNBEAM,  JAWS  OF  LIFE 

©  1975  SUNBEAM  CORPORATION 
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Clobbering  The  Stock  Exchanges? 


With  NASDAQ^  the  National  Association  of  Securities  Dealers 
has  already  invaded  the  Big  Board's  turf.  With  CLOB,  it  bids 
to  obsolete  the  Big  Board  entirely. 


As  president  of  the  National  Asso- 
ciation of  Securities  Dealers,  Gordon 
S.  Macklin,  a  regulator  of  securities 
dealers  since  1970,  was  long  the 
scourge  of  the  bucket-shop  operators 
and  stem  poUceman  of  the  over-the- 
counter  market.  But  Macklin  seems 
aiming  for  even  bigger  things.  His 
vehicle:  NASDAQ-the  National  As- 
sociation of  Securities  Dealers'  Auto- 
mated Quotations. 

NASDAQ,  by  now  famihar  to  most 
investors,  is  an  electronic  system  pro- 
viding visual  display  of  bid  and  asked 
quotations  on  thousands  of  stocks- 
all  of  them  over  the  counter. 

What  makes  NASDAQ  so  porten- 
tous {see  box)  is  the  ease  with  which 
it  could  be  expanded  to  include  all 
stocks,  hsted  as  well  as  unlisted.  Al- 
ready 90  or  so  active  New  York  and 
other  stock  exchange  issues  are  car- 
ried on  NASDAQ.  Macklin  plans  to 
have  NASDAQ  expanded  so  that 
it  will  include  all  Big  Board,  Ameri- 
can and  regional  exchange  stocks. 
NASDAQ  would  then  cover  the  en- 
tire range  of  securities. 

When  that  step  is  taken,  the  in- 
dividual investor  and  his  registered 
representative  would  no  longer  be 
solely  dependent  upon  a  floor  trader 
or  speciahst  for  a  feel  of  the  market 
in  listed  stocks.  A  touch  of  the  but- 
ton will  display  all  bids  or  ofiFerings 
—on  the  floor  and  by  every  dealer. 
This  will  allow  the  buyer  or  seller  to 
examine  markets  and  determine  the 
best  path  for  execution. 

This  type  of  display,  some  market 
trading  analysts  believe,  has  aheady 
led  to  a  tightening  of  spreads  between 
the  bid  and  asked  prices  shown  for 
each  NASDAQ  issue.  The  investor  has 
the  benefit  of  choosing  the  highest 
bid  if  he  is  selling  and  the  lowest 
asked  if  he  is  buying.  Dealers,  of 
course,  have  been  squeezed  by  such 
a  narrowing.  Numerous  dealers  who 
specialized  in  over-the-counter  stocks 
have  found  it  impossible  to  make  a 
profit  and  have  gone  out  of  business 
in  the  past  five  years.  But  others  have 
been  able  to  make  a  good  profit 
from  the  business. 

Still  in  the  future  is  an  electronic 
system  that  will  accept  special  orders 
setting  a  specific  price  for  buying  or 
selling  rather  than  the  more  common- 
place orders  "at  the  market."  This 
Consolidated  Limit  Order  Book 
(CLOB)    would  be  designed  to  en- 


sure that  a  small  investor  who  has  set 
a  price  limit  has  his  order  executed 
before  the  big  institutions  wha  may*^ 
have  come  in  later  with  the  same 
price  but  offer  a  more  attractive  big- 
block  transaction.  The  buyer  or  seller 
will  have  to  take  the  little  guy's  stock 
before  he  takes  that  of  an  institution. 

MackUn's  apparent  lead  is  a  prod- 
uct of  two  factors.  First,  he  got  his 
electronic  system  financed  by  private 
industry  by  asking  for  bids  on  a  quo- 
tation system.  The  winner  was  prom- 
ised a  profit  of  at  least  12%  per  an- 
num on  investment.  Second,  he  was 
assisted  by  the  New  York  Stock  Ex- 
change's great  reluctance  to  follow 
the  mandates  of  Congress  and  the 
Securities  &  Exchange  Commission  to 
come  up  with  a  modem,  technologi- 
cally advanced  central  market  system. 

Whistling  Dixie 

The  central  market  system  will: 
1)  show  quotes  before  a  trade;  2) 
have  a  Consolidated  Limit  Order 
Book  that  hsts  and  automatically  ex- 
ecutes all  special  buy  and  sell  orders 
under  the  best  possible  terms;  3)  have 
a  consolidated  tape  for  reporting  all 
transactions  wherever  made;  4)  and 
have  a  central  clearing  and  settlement 
service  for  handling  bookkeeping. 

While  the  stock  exchange,  with  its 
bias  toward  the  status  quo,  resists 
such  a  system,  Macklin  is  busy  show- 
ing how  it  can  be  achieved.  Only  re- 
cently he  distributed  a  39-page  paper 
describing  how  NASDAQ  could  be 
adapted  to  adding  an  automatic  ex- 
ecution capability  to  a  composite 
quotation  system— an  automated  stock 
market,    in    short.    That    same    week 

What  NASDAQ  Does 

NASDAQ  is  a  compterized  elec- 
tronic system  that  collects,  stores  and 
disseminates  up-to-the-second  bid  and 
asked  quotations  from  dealers  who 
make  markets  in  these  securities.  The 
NASDAQ  computer  in  Trumbull, 
Conn,  records  and  stores  the  informa- 
tion about  these  issues,  including  vol- 
ume, and  sends  it  out  to  three  dif- 
ferent types  of  users. 

Level  I  service  is  familiar  to  the  in- 
vestor and  serves  the  retail  salesmen 
and  customers  at  brokerage  firms.  It 
displays  on  a  small  screen  the  middle 
point  bid  and  asked  of  all  the  dealers 


Jarnes  J.  Needham,  then 
chairman  of  the  New  York 
Stock  Exchange,  was  tell- 
ing a  Cornell  University 
group:  "I  believe  it  is 
possible  that  the  central 
market  system  so  ardently 
discussed  and  promoted 
[recently]  may  be  an  idea 
whose   time   has   passed." 

Needham's  concept  of 
the  future?  It  is,  he  says, 
"firmly  anchored  New 
York  and  American  Stock 
exchanges  with  a  satellite 
network  of  regional  ex- 
changes and  over-the- 
counter  dealers."  One  of 
his  major  objections  to 
change  is  that  the  indus- 
try cannot  afford  the  in- 
vestment. Perhaps  it  could 
not  afford  Needham,  who 
quit  the  NYSE  last  month. 

NASDAQ  became  op- 
erational in  February 
1971,  just  five  years  be- 
fore it  was  taken  over  by 
the  NASD.  The  system 
was  developed  at  a  cost 
of  $25  million  by  Bunker  Ramo  Corp. 
under  an  arrangement  that  permitted 
either  Bunker  Ramo  to  sell  or  NASD 
to  buy  it  at  undepreciated  book  value 
in  five  years.  The  NASD  arranged  a 
five-year  private  placement  carrying 
10.5%  interest  with  the  Travelers  In- 
surance companies. 

Above  and  beyond  the  development 
of  the  composite  quotation  service, 
Macklin  has  proposed  a  joint  clear- 
ance and  settlement  system  with  the 
exchanges.    He    also    has    announced 


Macklin 
of  NASDAQ 


who  are  willing  to  buy  or  sell  an  issue. 

At  Level  II,  the  terminals  have 
larger  screens  and  are  for  broker- 
dealers  in  OTC  stocks  and  for  large 
traders.  It  shows  the  particular  quotes 
of  every  dealer  making  a  market  in 
that  stock-permitting  the  broker's 
trading  desk  or  the  institution  to 
phone  directly  to  the  firm  making 
the  best  price. 

Level  III  is  the  video  unit  for  mar- 
ket makers.  It  is  similar  to  Level  II 
with  the  addition  of  a  keyboard  per- 
mitting dealers  to  enter,  change  or 
update  their  own  quotations. 
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plans  for  an  options  display  service 
for  trading  options  through  NASDAQ. 
And  he  expects  to  complete,  before 
the  year's  end,  a  study  of  the  cost  of 
building  and  operating  a  block-inter- 
est display  and  trading  service  for 
big  institutions. 

What  particularly  upsets  the  Big 
Board  is  the  NASD's  battle  to  con- 
vince corporate  managements  to  post- 
pone listing  until  after  the  national 
market  system  has  evolved. 

Friends  In  Washington 

The  NASD  position  has  the  back- 
ing of  the  Securities  &  Exchange  Com- 
mission. In  fact,  just  before  he  retired 
on  Apr.  2,  Commissioner  A. A.  Som- 
mer  Jr.  said  that  the  single-market 
system  needs  a  single  regulator  rather 
than  the  split  system  of  several  boards 
now  governing  member  firms  of  each 
stock  exchange  on  one  hand  and  over- 
the-counter  dealers  on  the  other.  Such 
an  entity  could  enter  into  a  binding 
contract  as  did  NASD  with  Bunker 
Ramo  to  promote  a  mechanism  and 
provide  a  return  to  a  private  vendor. 

Once  done,  Sommer  conceded,  this 
could  lead  to  a  fully  automated  sys- 
tem for  handling  trades  except  for  a 
limited  exercise  of  judgment  and  dis- 
cretion with  respect  to  large  orders. 
In  short,  a  "black  box"  would  replace 
the  exchange  specialist.  Said  Som- 
mer: "This  concept  raises  the  ques- 
tion whether  exchange  floors  will 
have  any  raison  d'etre  when  there  ex- 
ists such  a  marketplace.  It  raises  the 
most  fundamental  question  concern- 
ing the  role  of  specialists  and  other 
market  makers.  It  poses  dramatically 
the  question  whether  there  should 
even  be  separate  entities  called  'ex- 
changes.' "  Is  it  any  wonder  the  Big 
Board   is   both   miffed    and   worried? 

Having  said  this,  Sommer  conceded 
that  radical  change  may  not  come  to 
the  exchanges  in  the  next  five  or  ten 
years.  But,  he  added,  "We  will  see 
in  our  lifetimes  profound  changes  in 
the  manner  in  which  securities  busi- 
ness is  done." 

Lee  Pickard,  director  of  market 
regulation  at  the  SEC,  indirectly  also 
endorses  the  NASD-dealer  attitude 
over  that  of"  the  NYSE.  He  points  out 
that  dealers  quote  firm  markets  in 
their  bid  and  asked  quotations,  but 
stock  exchange  specialists  need  not 
stand  behind  their  quotes. 

The  New  York  Stock  Exchange 
staff  has  the  technical  capability  to 
develop  a  consolidated  limit  order 
book.  Pickard,  however,  says:  "My 
question  is  whether  they  have  the 
desire  to  come  up  with  one."  The  im- 
plication: If  the  Big  Board  doesn't, 
somebody  else  will.  NASD's  Macklin 
obviously  is  both  willing  and  able  to 
be  the  somebody  else.   ■ 


The  aircraft  industry  knows  us. 

The  automotive  industry  knows  us. 

The  petroleum  industry  knows  us. 

The  construction  industry  knows  us. 

The  paper  industry  knows  us. 

Even  the  shoe  polish  industry  knows  us. 

Shouldn't  you  know  us? 

Today,  80  of  the  world's  airlines  use  our  polyurethane  Alumigrip®  paint  system. 
Today,  virtually  every  model  produced  by  Detroit's  Big  Four  carries  one  of  our 
products. 

Today,  our  Prufcoat"  anti-corrosive  coating  is  one  of  the  leading  protective 
coatings  used  for  refineries  and  ofF-shore  rigs. 

Today,  we're  the  largest  manufacturer  of  bridge  coatings  in  the  world. 
Today,  we've  created  a  high  solids  coating  that  can  be  cured  at  half  the  normal 
temperature.  Which  can  save  enonnous  amounts  of  energy  in  the  future. 
Today,  we  are  opening  up  paper  and  printing  industries  to  water-base  resins. 
The  shoe  polish  industry  is  changing  to  our  water-base  polymers.  We've  devel- 
oped systems  by  which  people  choose  color  that  is  compatible  with  them.f 
Today,  we  hold  a  patent  on  a  process  to  manufacture  powder  paint 
which  may  become  one  of  the  important  developments 
in  the  coating  industry  in  decades. 
We've  just  paid  our  48th 
consecutive  quarterly 
dividend.  In 
addition,  stock 
dividends 
totalling  55% 
have  been  distributed 
since  1965. 
If  you  don't  know  us, 
don't  you  think  it's  time 
you  did?  For  an  annual 
report  that  tells  you 
we  are  and  what  we  do, 
write  us:  345  Park  Aven 
New  York,  N.Y.  10022. 


Grow 
Chemical 

We  have  the  Future  Covered. 
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LooiTions 


inDUSTRV  TOO! 

A  lot  of  what  people  want  to  escape 
to— like  cleaner,  less  hectic, 
quieter  living— is  available  in 
communities  of  5,000  to  100,000 
that  are  seeking  new  industry.  We 
know  of  many  with  the  resources 
and  facilities  that  are  Important  in 
relocating  industry.  We'd  like  to 
tell  you  about  them. 

FOR  INFORMATION  about  the 
easy-living  small  and  medium  size 
towns  on  our  line,  please  write  us 
on  your  letterhead,  in  complete 
confidence  and  without  obligation, 
stating  as  much  as  possible  your 
specific  needs. 

N.A.  KIRCHOFF, 
Vice  President -Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  BIdg.,  St.  Louis,  Mo.  63101, 
or  call  (314)  241-7800 

74039A 


St.  Louis-San  Francisco  Railway  Co 

Frisco  Territory  includes: 

Alabama.  Arkansas,  Florida, 

Kansas,  Mississippi,  Missouri, 

Oklahoma,  Tennessee,  and  Texas. 


Tastes  Like  More 


Neison  Harris  likes  the  12  acquisitions  he  has  made  for 
Pittway  Corp.  so  far.  So  what  if  the  analysts  don't? 


"I  JUST  don't  care  what  the  ana- 
lysts think,"  says  Neison  Harris,  the 
outspoken  president  of  Pittway  Corp. 
"Three  out  of  four  analysts  don't 
know  their  head  from  a  hole  in  the 
ground." 

Why  is  the  president  of  the  small 
($127-million  sales)  Chicago  con- 
glomerate so  irate?  Because  for  years 
analysts  have  been  telling  him  to  sell 
off  his  industrial  publishing,  aerosol 
packaging  and  real  estate  operations 
and  keep  only  his  alarm-device  manu- 
facturing company,  Ademco.  That 
would  give  Wall  Street  what  it  calls  a 
"pure  play,"  a  chance  to  push  a  hot 
little  fire-  and  burglar-alarm  stock  at 
price/ earnings  ratios  of  20  or  25,  vs. 
Pittway's  current  10. 

Instead,  Harris  last  month  an- 
nounced the  $18-miIlion  purchase  of 
Penton,  a  publisher  of  trade  journals. 

Why?  Because  the  alarm  business 
is  such  a  cash  generator,  says  Harris. 
"We  have  only  two  choices:  De- 
clare a  dividend,  which  is  taxable, 
or  leave  the  money  100%  invested." 
Harris  owns  a  large  chunk  of  stock 
through  Standard  Shares,  the  closed- 
end  investment  fund  that  controls 
Pittway. 

Pittway  is  Neison  Harris'  third 
career.  A  year  after  graduating  from 
Yale  he  joined  a  friend  in  the  busi- 
ness of  manufacturing  beauty  sup- 
plies. From  that  base  he  built  the 
Toni  Co.,  sold  it  to  Gillette  in  1948 
for  $20  million  when  he  was  only  33, 
then  stayed  on  at  Gillette  for  12  years 
as  president  of  Toni  and  a  member 
of  Gillette's  board. 

In  a  classic  understatement,  Harris 


says  that  when  he  sold  Toni,  "I  had 
some  extra  cash  to  invest."  He  and 
his  brother  Irving  chose  an  unlikely 
vehicle:  Standard  Power  &  Light,  a 
*  public  utiUty  holding  company  that 
had  collapsed  in  the  1930s. 

By  1956  Standard  Power  &  Light 
had  converted  itself  into  a  closed- 
end  investment  company.  Standard 
Shares.  Its  principal  assets  were  Pitts- 
burgh Railways,  which  ran  the  trol- 
leys in  Pittsburgh,  and  a  substantial 
tax-loss  credit  that  would  accrue  from 
selling  some  utility  stock. 

Onward  And  Outward 

Harris  meanwhile  had  become  dis- 
enchanted with  Gillette.  "Manage- 
ment changed,  they  started  interfer- 
ing with  Toni  and  I  thought  they 
were  doing  the  wrong  thing,"  he  says. 
He  gave  notice  and  eventually  began 
concentrating  on  Pittsburgh  Railways. 

Since  the  day  of  private  mass  ur- 
ban transportation  was  clearly  past, 
Pittsburgh  Railways  had  to  diversify 
to  survive.  By  the  time  the  city  con- 
demned the  streetcar  business  in  1964, 
Harris  had  already  acquired  an  aero- 
sol packager  in  1962,  Ademco  and 
Industrial  Publishing  Co.  in  1963.  Af- 
ter the  inevitable  condemnation  law- 
suit, Pittsburgh  Railways  in  1967 
became  Pittway,  a  reorganized  com- 
pany with  a  $24-million  established 
tax  loss  of  its  own. 

Last  December  Pittway  laid  out  $4 
million  for  Sontrix,  a  manufacturer 
of  security  alarm  equipment,  with  es- 
timated earnings  of  $500,000  on  $4.5- 
million  sales.  Then,  still  flush  with 
$17.1-million    cash,    Pittway    bought 


The  Brothers  Harris:  Chairman  Irving,  President  Neison. 
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Penton,  its  12th  purchase  in  15  years. 

Now  Harris  will  merge  Cleveland- 
based  Penton  into  Pittway's  Industrial 
Publishing  Co.,  also  in  Cleveland.  The 
new  company  will  publish  24  trade 
journals,  among  them  Restaurant  Hos- 
pitality, Progressive  Architecture  and 
Industry  Week.  Computer  facilities 
and  circulation  departments  may  be 
combined,  but  advertising  staffs  will 
stay  separate. 

Pittway's  aerosol  division  has  suf- 
fered from  the  ecologists'  charge  that 
aerosol  propellants  destroy  the  atmos- 
phere's ozone  layer.  But  while  indus- 
try sales  were  dropping  17%,  Pittway 
has  increased  its  market  share.  Pitt- 
way's real  estate  holdings  consist  of 
a  19%  interest  in  the  U.S.  interests  of 
Metropolitan  Structures,  a  developer 
whose  office-building  complex  in  Chi- 
cago includes  the  Regency  Hyatt  hotel. 

It  is  the  aggregate  complexify  of 
these  operations  that  makes  analysts 
yearn  for  the  pure  play  in  Ademco,  by 
far  the  biggest-  and  fastest-growing 
portion  of  Pittway.  Last  year  Ademco 
accounted  for  only  36%  of  Pittway's 
$127-million  sales,  but  70%  of  its  $25- 
million  pretax  net.  And  that  wasn't 
a  fluke.  Started  as  a  burglar-  and 
fire-alarm  equipment  manufacturer 
two  decades  ago,  Ademco  has  aver- 
aged a  25%  compounded  earnings 
growth  rate  over  19  years.  Last  year 
pretax  earnings  rose  40%  on  42%  high- 
er sales. 

Distributing  Protection 

The  key  to  Ademco's  success  is  its 
six  warehousing  facilities  across  the 
U.S.  and  Canada.  When  an  indepen- 
dent installer  of  fire-  and  burglar- 
alarm  systems  needs  equipment,  he 
has  only  to  open  the  Ademco  catalog 
and  phone  in  his  order.  Installers,  usu- 
ally small  businessmen  who  must  fin- 
ish a  job  to  be  paid,  don't  have  to 
keep  their  own  inventory.  Crime  is  a 
growth  business,  and  the  insurance 
companies  have  done  nothing  but  help 
Pittway:  Where  once  they  tailored 
premiums  to  the  grade  of  burglar  or 
fire  protection,  now  often  they  won't 
even  write  a  policy  until  satisfied  with 
the  security.  Neison  Harris  himself 
was  warned  by  his  insurer  to  up- 
grade the  protection  on  his  Highland 
Park,  111.  home— or  else. 

Neison  Harris  is  a  satisfied  man. 
He,  brother  Irving  and  sister  June 
Harris  Barrows  own  42%  of  $115-mil- 
lion-assets  Standard  Shares,  which 
Irving  runs.  'Standard  in  turn  owns 
39%  of  Pittway,  which  Neison  runs. 
And  Neison  definitely  is  not  planning 
to  give  the  analysts  a  pure  play  in 
Ademco.  "We're  not  such  a  big  con- 
glomerate," he  says.  "Just  four  nice, 
well-run   businesses    in    good   fields." 

There  will  be  more.   ■ 


Tools  for  today 's  decision  makers. 

Dorft  let  Replacement 
Cost  Accounting 
catch  you  with 
your  ^sterns  down. 

The  new  computerized  M&S  Fixed  A.sset  Management  System 
takes  current  value  accounting  in  stride.  Generates  all  required 
financial  and  tax  reports.  Offers  important  advantages  over 
existing  systems,  including:  1 )  replacement  cost  accounting 
capability,  2)  385-character  asset  description.  3)  annual  updating 
of  insurable  values.  For  information  without  obligation,  call  or 
write:  Jack  Heath,  Vice  President,  or  contact  your  area  M&S  office. 

Phone:  (800)  421-8436 

In  California,  call  collect:  (213)  624-3661 

appraisals  by 
Marshall  and  Stevens 

Corporate  headquarters : 
1645-B  Beverly  Boulevard.  Los  Angeles,  California  90026 

Offices  around  the  world   \iu  A  Unionamerica  Company 


YOURS  WITHOUT  CHARGE . . . 

THIS  PORTFOLIO  SHOWS  HOW  EXECUTIVES  CAN 

SAVE  THOUSANDS  OF  PROFIT  DOLLARS  EACH  YEAR 

Yes,  this  valuable  kit  shows  how/  connpanies  have  improved  pro- 
ductivity as  much  as  2%  or  more  and  saved  hundreds  of  dollars 
a  year,  per  employee.  Portfolio  includes  ideas,  data,  planning  aids 
and  a  slide-rule  calculator  to  compute  your  savings.  It's  our  way  of 
introducing  you  to  a  new  Muzak  program  offering  proven  values  and 
high  return  on  investment.  No  obligation;  request  your  copy  now. 


NAME. 


.TITLE. 


COMPANY. 


ADDRESS. 


MUZAK®  MONEY-IN-THE-BANK 

100  PARK  AVENUE,  NEW  YORK,  NY  10017 
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Destination  America 


Ever  wonder  why  you're  seeing  so  much  British  TV?  The 
economics  make  sense  for  all  concerned. 


Anyone  who  watches  television  can- 
not fail  to  notice  that  ever-growing 
numbers  of  programs,  especially  good 
ones,  are  British.  The  influx  began 
with  such  series  as  The  Forsyte 
Saga,  a  fictional  family  history,  The 
Six  Wives  of  Henry  VIII  and  Upstairs, 
Downstairs,  which  has  acquired  an 
almost  cult-like  following  in  the  three 
years  it  has  run.  Who  would  have 
thought  that  Americans  would  watch 


a  sophisticated  soap  opera  about  class 
divisions  in  Edwardian  England?  But 
watch  it  they  did,  and  in  doing  so 
emboldened  British  producers  to  step 
up  their  once-wary  wooing  of  the  U.S. 
market.  Other  best-sellers  were:  Alis- 
tair  Cooke's  America,  the  Emmy-win- 
ning World  War  II  documentary  se- 
ries, The  World  at  War,  and  Jennie, 
the  biography  of  Winston  Churchill's 
American  mother.  Many  of  the  Brit- 
ish programs,  especially  those  of 
British  Broadcasting  Corp.,  are 
coproduced  or  distributed  by  U.S. 
companies  like  Time-Life  Films 
and  Warner  Communications.  This 
is  not  just  high-minded  cultural  ex- 
change. Mostly  it  is  good  business. 
The  British  did  not  have  an 
easy  time  breaking  into  the  U.S. 
market.  Americans  had  trouble  un- 


derstanding British  accents;  many 
station  managers  thought  the  pro- 
grams were  too  dry  and  highbrow 
for  American  tastes.  Richard  Price,  a 
leading  British  television  distributor 
who  sold  London  Weekend  Televi- 
sion's Upstairs,  Downstairs  to  the  Pub- 
lic Broadcasting  Service,  says  he  of- 
fered to  run  an  episode  free  to  meas- 
ure audience  reaction.  All  the  net- 
^works  turned  him  down.  Says  Peter 
Green  of  the  BBC,  "In  the  beginning, 
it  was  PBS  or  bust."  He  recalls  trying 
to  sell  a  BBC  program  to  a  Chicago 
station  manager  and  getting  a  less 
than  enthusiastic  response:  "I  can 
put  on  104  Wagon  Trains  and  maybe 
even  get  a  raise.  Or  I  can  put  on  your 
show  and  maybe  get  fired.  Why 
should  I?"  He  didn't. 

Public  TV  still  takes  the  bulk  of 
British  programming  and  has  in  fact 
blossomed  in  the  U.S.  since  buying 
up  scores  of  high-quality  programs 
other  stations  would  not  take.  But  it 
is  no  longer  "PBS  or  bust."  The  Brit- 
ish studios,  of  course,  want  to  go  be- 
yond    public      broadcasting,      where 


A  Touch  Of  Class.  U.S.  tele 
vision's  current  Anglomania  draws 
heavily  on  the  class-conscious- 
ness of  the  British  social  system. 
Jennie  (top)  told  the  romantic 
story  of  an  American  heiress  and 
a  rakehell  British  politician 
destined  by  history  to  become  the 
parents  of  Winston  Churchill. 
Upstairs,  Downstairs  was  a  high- 
grade  soap  opera  whose  drama 
stemmed  from  the  classes  overstep- 
ping their  prescribed  bounds.  A 
Family  at  War  (right)  described  a 
middle-class  Liverpool  family  coping 
with  the  problems  of  World  War 
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A  micro-size 

story  frorr) 

Rodr^ei; 

Dangerfield 


With 

my  wife 

I  get  no  respect! 

I  bouglit  a 

love  seat  for  the 

living  room. 

She  says  those 
days  are  over— > 
Bring  it  back! 


So  I  brought  it  back  and  now 
I  get  no  respect  from  the  department  store 
they  keep  on  billing  me  for  it! 


File  records  properly  •  •  •  find  them  easily 
*     with  3M  Microfilm 

If  you'd  like  a  sure  way  to  file  transaction  records  properly— 
and  avoid  angry  customers,  embarrassment,  and  the  extra  cost  of  unnecessary 

monthly  billings— we'd  like  to  show  it  to  you. 

We'll  also  show  you 
how  a  Microfilm  System 
from  3M  retrieves, 
copies,  and  refiles  a  record  in 
its  correct  place  in  as  little 
as  28  seconds.  So  you  can 
answer  customer  questions 
promptly  and  easily— and 
never  misplace  a  record. 
For  a  no-obligation 
demonstration,  write 
Microfilm  Products  Division, 
3M  Company,  St.  Paul,  MN  55101. 


And  keep  your  customers  in  love  with  you! 


feHCOmPANY 


ELECmC  POWER 
USE  KANSAS 

2.10 

PERKWH 


Based  on  March  1 976  rates,  if  your 
firm  used  250,000  KWH  per  month  (733 
KVA  demand),  your  average  power  cost 
would  be  2.10  per  KWH  if  you  were 
operating  a  plant  in  Southeast  Kansas. 
This  rate  does  include  current  fuel 
charges. 

Our  region  is  served  by  several  power 
companies  —  investor-owned,  rural 
cooperatives,  and  municipal-owned  — 
which  afford  an  integrated  system.  Natural 
gas  and  coal  are  the  primary  fuels  used  in 
generating  power.  Nuclear  generation  is 
presently  scheduled  for  the  early  1980's. 
On-line  power  generating  plants  are 
augmented  by  interconnections  with  most 
other  systems  east  of  the  Rocky 
Mountains. 

Favorable  power  cost  and  its  reliability  are 
only  two  reasons  you  should  expand  to 
Mid-America.  Consider  availability  of 
natural  gas  and  favorable  construction 
costs.  Consider  a  centralized  location  that 
means  lower  freight,  postage,  and 
telephone  rates.  Consider  a  productive 
labor  force.  We  maintain  an  extensive  site 
and  building  inventory  —  complete  with 
topo  maps,  aerials,  utility  rates,  labor 
information,  etc.  —  affording  a  complete 
plant  location  service  on  behalf  of  our 
10-county  (206,000  population)  Southeast 
Kansas  region.  All  contacts  are  handled  in 
strict  confidence  and,  of  course,  there  is 
no  charge  for  our  services.  When  you 
contact  us,  ask  for  our  "Labor  &  Economic 
Profile." 

Roland  A.  Loveless 
Mid-America,  Inc. 
P.  O.  Box  F01 
Parsons,  Kansas  67357 
(316)  421-6350 


/V1id-^merica,inc. 

A  non-profit  Devetopmeni  Corporation  serving  SE  Kansas  since1957 


Send  me  a  copy  of  the  "Labor  and 
Economic  Profile"  in  strictest  confidence. 


Name 
Title  _ 


Company . 
Address— 


City 
I 


State. 


Zip- 

FOI 


prices  are  a  half  to  a  tenth  those  of 
commercial  TV.  They  have  had  some 
success  at  selling  to  major  station 
groups  like  Westinghouse  Broadcast- 
ing, which  buy  for  syndication,  and 
have  even  sold  some  programs  to  the 
networks,  which  remain  standoffish 
about  buying  on  the  outside.  Thames 
Television,  one  of  15  commercial  pro- 
ducers, is  bidding  for  more  U.S.  sales 
by  taking  over  a  small  New  York  sta- 
tion for  a  week  next  fall.  It  will  fill 
prime-time  spots  with  typical  British 
programs  and  commercials  at  a  cost 
to  the  company  of  about  $1  million. 
Thames  hopes  the  project  will  more 
than  pay  for  itself  in  program  sales. 

The  primary  impact  of  British  tele- 
vision has  been  quality  rather  than 
quantity.  But  the  primarily  nonprofit 
BBC  and  the  commercial  producers- 
Thames  Television,  Associated  Tele- 
vision Corp.  and  London  Weekend 
Television  are  the  most  active— sell 
about  $50  million  worth  of  programs 
worldwide.  Nearly  a  third  of  that  goes 
to  the  U.S.  This  year  about  6%  of 
American  TV  programming  is  British, 
including  Destination  America,  a 
study  of  immigrant  life,  Tolstoy's 
Anna  Karenina,  a  feature  on  John 
Kenneth  Galbraith's  economics  and 
Space    1999,    the  British    Star    Trek. 

Export  Pattern 

These  programs  are  made  pri- 
marily for  British  audiences  and  have 
usually  paid  for  themselves  at  home 
before  they  are  exported.  So  the  costs 
involved  in  selling  them  abroad  are  in 
altering  the  film  for  American  use, 
royalties  paid  to  writers  and  actors 
and  the  15%  to  40%  commissions  that 
go  to  the  distributors.  The  producing 
studio  takes  the  rest.  Associated  Tele- 
vision has  its  own  international  sales 
arm  and  takes  the  lion's  share  of  Brit- 
ish TV  exports  of  $20  million  or  more 
a  year  with  lower-brow  programming. 
The  BBC  makes  a  $3-million  profit  on 
its  sales  of  about  $12  million,  and  in 
years  past  foreign  earnings  have  some- 
times been  enough  to  turn  a  com- 
mercial studio's  annual  deficit  into  a 
profit.  Some  producers  like  ATV's 
Sir  Lew  Grade  say  that  in  the  future 
they  will  count  on  foreign  sales  to 
help  pay  for  those  supershows  that 
British  revenues  alone  will  not  cover. 

British  TV  badly  needs  its  foreign 
earnings.  The  BBC  depends  on  license 
fees  from  television  users  for  its  rev- 
enues and,  while  it  is  not  expected  to 
make  a  profit,  the  deficits  that  have 
shown  up  in  recent  years— $45  million 
last  year— are  not  welcome  news  to 
politicians  reluctant  to  up  the  fees  as 
TV  set  sales  decline.  But  BBC  Enter- 
prises, the  foreign  sales  division,  has 
shown  a  healthy  profit  since  the  mid- 
Sixties.  Export  sales  are  an  even  great- 


er boon  to  the  commercial  companies. 
Besides  the  standard  52%  corporation 
tax,  they  pay  a  government  levy  of 
two-thirds  of  their  profits.  The  levy 
does   not   apply   to   foreign   earnings. 

British  television  producers  do  ha\e 
one  built-in  advantage  over  the 
Americans:  Even  with  rampant  infla- 
tion, production  costs  are  much  low- 
er than  in  the  U.S.  Richard  Price  es- 
timates that  American  sitcoms  cost 
more  than  twice  as  much  to  make  as 
British  ones,  while  hour-long  dramas 
and  documentaries  made  in  the  U.S. 
can  cost  up  to  three  or  four  times  as 
much.  One  British  studio  representa- 
tive estimated  that  a  light  comedy 
costs  about  $60,000  an  hour,  and 
drama  costs  about  $120,000.  CBS 
spends  roughly  $140,000  on  half-hour 
shows  like  Rhoda,  and  full-hour  dra- 
mas cost  about  $250,000  per  epi- 
sode. PBS  budgeted  about  $5.2  mil- 
lion on  the  13-part  Adams  Chronicles 
but  spent  about  $7  million,  while  the 
British-made  Anna  Karenina,  with  ten 
episodes,  is  budgeted  at  $1.5  million. 
One  reason  for  the  difference  is  that 
most  British  shows  are  videotaped, 
while  U.S.  shows  are  filmed.  But  la- 
bor costs  are  also  a  big  factor.  The 
lowest-level  U.S.  production  workers 
make  almost  $20,000  a  year.  British 
minimums  are  well  under  half  that.  A 
U.S.  cameraman  makes  almost  as 
much  as  a  British  executive  producer. 

Back  in  1969  Time-Life,  for  one, 
saw  a  good  thing  and  bought  out  a 
small  company  that  represented  the 
BBC  in  the  U.S.  The  resulting  Time- 
Life  Films  has  distributed  and  some- 
times cofinanced  BBC  programs  ever 
since.  Except  for  an  occasional  single 
program  the  BBC  is,  in  fact,  the  com- 
pany's only  client;  Time-Life  Films 
Vice  President  Wynn  Nathan  says 
they  are  not  looking  for  any  more: 
"No  one  else  has  approached  us."  For 
coproduction  at  least,  probably  no 
U.S.  program  maker  could  offer  such 
good  deals  as  the  BBC  does;  making 
programs  at  British  costs  and  selling 
them  at  U.S.  prices,  your  investment 
goes  much  further.  Time-Life  gets  its 
original  stake  in  a  program  back  first, 
then  takes  a  percentage  of  the  profit 
determined  by  its  investment. 

There  is,  of  course,  a  two-way  street 
across  the  airwaves  between  Brit- 
ain and  the  U.S.  Britons  love  Kojak 
and  Hawaii  Five-O,  for  instance.  And 
the  U.S.  is  still  ahead  of  Britain  in 
worldwide  TV  exports  at  $95  million 
worth.  But  excluding  TV  movie  sales, 
about  half  the  American  total,  the 
British  have  probably  caught  up.  And 
after  last  winter's  U.S.  programming 
debacle— 15  new  shows  canceled  and 
replaced— and  given  the  more  aggres- 
sive British  posture,  the  foray  may 
come  to  look  like  an  invasion.  ■ 
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*Tet  a  Bell  Account  Rep 

scramble  to  unscramble  your 

collection  problems'' 


-Fran  Tarkenton 
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To  help  you  cope  with 
today's  economic  climate,  your 
Bell  Account  Representative 
wants  to  tell  you  about  solid 
ways  to  save  time,  re-employ 
time  for  profit  and  accelerate 
cash  flow. 

Bell  Account  Reps  have  a 
free  comprehensive  cash  flow 
accelerator  program  to  tell  you 
about,  called,  "Collecting 
Overdue  Accounts!' 

Much  more  intricate 
than  siniply  suggesting  that  you 
call  up  an  overdue  account  and 
say,  "Pay  upr  the  plan  offers  a 
complete  strategy  to  help  get 
the  job  done. 

The  plan  even  suggests 
the  right  things  to  say  to  a 
delinquent  account,  not  only  to 


encourage  swift  payment,  but  to 
pick  up  a  little  extra  business 
with  the  same  phone  call. 

Who  says  you  have  to 
lose  friends  to  collect  bills? 

If  collections  is  your  prob- 
lem, call  the  toll-free  number 
below  (or  use  the  coupon)  and 
let  a  Bell  Account  Rep  scramble 
to  get  you  the  information 
you  need. 

Long  Distance  means 
business^ 

Bell  System  National  Telephone  Sales  Center  F-1 

811  Main  Street 

Kansas  City,  Missouri  64141 

Please  send  free  information  on  "Collecting  Overdue  Accounts." 


Name 

Company. 

Street 

City 

State 


-Zip. 


.Phone. 


For  immedicrte  action  call  toll  free 
800-821-2121. 

I (80(^892^2121  in  Missouri) except  Alasjka OTHa_waii. | 


Bell  System 


The  Hole  In 

Other  People's  Pockets 

Pacific  Lumber  may  sometimes  generate 
more  cash  than  it  really  knows  what  to 
do  with.  But  there  are  worse  problems. 


"Look  at  us  over  the  last  five  years," 
says  Pacific  Lumber's  President  Rob- 
ert Hoover,  "and  I  suppose  we  seem 
slow^  and  stodgy."  Then  he  laughs. 
"We  really  haven't  done  a  great  deal 
except  make  money." 

That's  a  joke,  son.  Because,  far  from 
being  slow  and  stodgy.  Pacific  Lum- 
ber's growth  in  recent  years  has  been 
little  short  of  meteoric.  Between  1970 
and  1975,  its  sales  shot  up  92%,  to 
$127.7  miUion,  while  its  net  income 
soared  more  than  160%,  to  $21  million, 
for  an  average  return  on  equity  of 
20%.  And  the  company's  not  only  fast- 
growing,  it's  rich.  It  has  only  $1.9 
miUion  in  debt,  nearly  $106  million  in 
stockholders'  equity  and  almost  $19 
million  in  cash  items.  Most  important, 
it  owns  some  165,000  acres  of  timber- 
land,  three-foTirths  in  California 
coastal  redwood,  that  it  has  been  buy- 
ing since  1905  and  that  is  now  worth 
$500  million  to  $600  miUion. 

Those  timber  holdings  are  Pacific 
Lumber's  real  treasure.  Northern  Cal- 
ifornia is  practically  the  only  place 
in  the  world  where  the  proper  amount 
of  rain  and  fog  combine  with  the 
proper  soil  conditions  to  produce  this 
specialty  tree.  Pacific  Lumber  owns 
26%  of  the  U.S.'  total  old-growth  red- 
wood inventory  (old  growth  com- 
mands top  prices  because  it  is  clearer 
and  lacking  in  blemishes)  and  as  a  re- 
sult it  stands  as  tall  in  redwood  coun- 
try as  giants  like  Louisiana-Pacific  and 
Georgia-Pacific.  Because  of  its  scar- 
city and  because  its  sales  are  only 
partly  dependent  on  the  general  hous- 
ing market,  redwood  has  always  been 
able  to  command  a  premium  price  in 
good  times  or  bad,  and  Pacific  Lum- 
ber in  turn  has  always  been  able  to 
command  superior  margins  ( 1975  pre- 
tax margin  was  41.8%,  vs.  12.6%  for 
Weyerhaeuser).  Given  such  advan- 
tages, no  wonder  that  for  years  Pacif- 
ic Lumber  viewed  diversification  as  it 
might  an  invasion  of  tussock  moths. 

But,  because  of  the  tax  laws,  tim- 
ber production  is  a  great  generator  of 
cash,  and  Pacific  Lumber  tended  to 
generate  more  cash  than  its  manage- 
ment knew  what  to  do  with.  The  log- 
ical investment  was  in  more  redwood 
timberlands.  But  there  really  wasn't 
any  more  available  except  at  exor- 
bitantly high  prices,  and  so  finally, 
in  the  Sixties,  the  company  began  to 


branch  out.  In  1967  it  began  manu- 
facturing redwood  plywood,  and 
shortly  after  acquired  some  farmlands 
and  some  commercial  properties.  But 
none  of  these  even  put  a  dent  in  the 
cash  the  company  kept  generating. 
In  1970,  however,  Pacific  Lumber 
made  its  first  major  acquisition,  Vic- 
tor Equipment  Co.,  a  major  producer 
of  gas  welding  and  cutting  equipment 
used  by  industry  and  construction. 
Victor  now  provides  nearly  55.7%  of 
Pacific  Lumber's  sales,  a  far  more 
modest  30%  of  its  net.  But  it  also  pro- 
vides a  pleasing  counterbalance  to 
Pacific  Lumber's  forest  products.  Or 
did  in  a  bad  year  like  1975,  when 
earnings  from  forest  products  fell  16%. 
With  Victor's  earnings  up  45%,  Pacific 
Lumber's  overall  net  rose  4%. 

Choking  On  Cream 

But  with  Victor,  Pacific  Lumber  got 
more  than  it  bargained  for.  Almost 
from  the  beginning,  it  was  so  profit- 
able that  it  was  able  to  generate 
enough  income  to  finance  its  growth 
internally.  Instead  of  being  a  user  of 
cash,  Victor  was  soon  a  cash  contrib- 
utor. So  Hoover,  who  became  presi- 
dent in  1973,  was  faced  with  much 
the  same  problem  that  faced  his  pre- 
decessors, and  he's  considering  ac- 
quiring things  to  fit  into  Victor's  busi- 
ness. "We've  looked  into  a  lot  of 
things  in  the  last  several  years,"  he 
says,  "and  we  continue  to  look  at 
things.  As  we  become  better  known, 
we  are  going  to  have  different  pres- 
sures on  us  to  do  this  or  that.  But  I 
don't  think  we'll  change  as  far  as  our 
internal  goals  are  concerned." 

"When  the  market  is  down  and 
Pacific  Lumber  is  holding  strong,"  ob- 
serves Vice  President  William  van 
Beckum,  who  heads  up  the  compa- 
ny's planning  and  development, 
"we're  lauded  for  being  great  man- 
agers. And  when  the  market  is  up 
they  say,  'What's  the  problem?  You 
aren't  moving  fast  enough.'  " 

But  Hoover  and  van  Beckum  are 
slow  and  stodgy  enough  not  to  go 
out  and  buy  something  just  to  get 
rid  of  that  excess  cash— after  all,  it 
has  been  building  up  because  they've 
been  careful  enough  not  to  make  any 
missteps.  "That  money,"  says  van 
Beckum,  "is  burning  a  hole  in  other 
people's  pockets."  ■ 
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Growths  why 

Liggett  &  Myers  is  now 

The  companies 

of  your  pleasure: 

LIGGETT  &  MYERS 

CONTRATTOASTI* 

TOBACCO  CO.,  INC. 

DOPFF* 

Ggareites 

CHATEAU  DESANCERRE* 

CHESTERFIELD 

ALLEN  PRODUCTS 

EAGLE  20  S 

COMPANY,  INC. 

EVE 

ALPO  Canned  Dog  Foods 

FAT  IMA 

Chicken 

HOME  RUN 

Chicken  &  Liver 

LARK 

Beef  Chunks 

L&M 

Beef  Stew 

OASIS 

Lamb  Chunks 

PICAYUNE 

Chopped  Rib  of  Veal 
Meatballs/Gravv 

PIEDMONT 

ST  MORITZ* 

EGGS  N  BEEF 

VELLO 

Chopped  Beef 

THE  PINKERTON 

Puppy  Dinner/Beef 

TOBACCO  COMPANY 

Puppy  Dinner/Chicken 

Chewing  Tobaccos 

TRIO  (Beef.  Chicken, 

PAY  CAR 

Liver) 

RED  HORSE 

Chopped  Horsemeat 

REDMAN 

Liver  Chunks*  Meat 

UNION  STANDARD 

By  Products 

HORSE  SHOE 

Horsemeat  Chunks 

SPARK  PLUG 

Beef 

STAR 

BROILED  BITS 

TINSLEYS  THICK 

Pet  Food  Treats 

UNION  STANDARD 

LIV-A  SNAPS 

WN  T  NATURAL  LEAF 

CHAR-O  SNAPS 

Sntoking  Tobaccos 

CHIKN  SNAPS 

DINNER  BELL 

BEEF  SNAPS 

EDGEWORTH^ 

Dry  Dog  Foods 

ALAMO  Brand 

GRANGER 

HOLIDAY* 

PERK  FOODS  CO. 

lOHNROLFE* 

INCORPORATED 

KING  BEE 

VETS  Canned  Dog  Foods 

MASTERPIECE 

Dog  Food 

PLOW  BOY 

Chicken  Flavor 

RUM  &  MAPLE* 

Liver  Flavor 

SUMMERTIME 

Horsemeat  Flavor 

VELVET 

Lamb  Flavor 

VI  P« 

Variety  Dog  FcHxi 

VIRGINIA  EXTRA 

Beef  &  Cheese  Flavor 

THE  PADDINGTON 

VETS  Dry  Dog  Foods 

CORPORATION 

Regular  Nuggets 

J&B* 

Great  Gravy  Nuggets 

ROYAL  AGES' 

NATIONAL  OATS 

PADDINGTON  OF 

COMPANY,  INC. 

CANADA 

3-MINUTE  Cereals 

CATTOS* 

and  Popcorn 

AUSTIN,  NICHOLS 

Quirk  Oats 

&CO.,  INCORPORATED 
Spirits 

W^ILD  TURKEY 

METAXA* 

CAMPARI* 

THE  FAMOUS  GROUSE* 

PADDY* 

MURPHYS 

MOUQUIN 

PEDROS 

Old  Fashioned  Oats 
TREASURE  CHEST  Oats 

Instant  Oatmeal 
STIR  NEAT  Oatmeal 

CREAM  OF  OATS 
RAISINOATS 
Popcorn 
COLRCORN 
Popcorn  in  Oil 
Popcorn  Salt 
Grits 

Corn  Meal 
EARL  CRISSMER 
COMPANY,  INC. 

CLUBRAKI* 
ARAK  RAZZOUK* 
VIEILLECURE* 

Wines 
CHATEAU  BOUSCAUT* 
CHATEAU  FIGEAC* 
CHATEAU  OLIVIER* 

BLUE  LUSTRE  Home 
Care  Products 

Carpet  Shamp<K)and 

•  shamp<xx'rs 

•  Aerosol  Carpiet  Shampjx) 
Upholstery  Cleaner 
Vacuum  Cleaner  Bags 

CHATEAU  ROC  ST  MICHEL 
CHATEAU  RAUSAN  SEGLA 
MULLER* 

LAGOSTA* 

WEDDING  VEIL* 

Vacuum  Cleaner  Belts 

EXPORT-UNION* 

Carpet  Spot  Removers 

ESCHENAUER* 

RINSENVAC 

NICOLAOU* 

Carpel  Oeaning  System 

WOLTNERFRERES* 

Mat  hines 

HONFILS* 

Cleaner 

RtMYPANNIER* 

Defoamer 

MOILLARD* 

Prcs|Xitter 

CARILLON 

BRITE  INDUSTRIES  INC. 

IMPORTERS  LTD. 

Walchbands 

Spirits 

BRITE 

GRAND  MARNIER* 

KIMTRON 

CHERRY  MARNIER* 

MEDALISI 

MARNIER  COGNAC* 

ROGER  WILLIAMS 

BOMBAY* 

THE  NAM!  CHAIN 

LANGS* 

*  Licensed  brands 

PUNTEMES* 

Wines 

■      0^m            Pg^F 

ACHAIACLAUSS* 

llCJcD^alT 

FAZIBATTACLIA* 

UVS^sCII 

BERTANI* 

Kl   "^S^TODWJIP) 

CROFT* 
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Growth  is  why 
Liggett  &  Myers  is  now 


Liggett  &  Myers  was 

once  totally  a  tobacco  company. . . 

which  grew  to  a  company 

widely  diversified  into  spirits,  wines, 

pet  foods,  home  care  products, 

people  foods  and  fashion  accessories. . . 

which  became  known 

as  Liggett  Group... 

which  has  now  become  the 
corporate  name,  Liggett  Group  Inc. . . . 
so  that  the  Liggett  & 
Myers  name  can  once  again  hold  its 
traditional  place  as  the  name 
of  the  cigarette  company  in  the 
Liggett  Group  of  companies. 


Ravmoid  I  Mulligan  President  of 
L^ett  Croup  Inc  \iev.5  new  s\mhol 
LCT.  on  the  New.  York  Stock  Exchange 


iMi'e  setting 
supermarkets  bad 


ifty  years. 
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KEY  SUBSIDIARIES 

OF  THE  GREYHOUND  CORPORATION 

TRANSPORTATION 
Greyhound  Lines 
Greyhound  Lines  of  Canada 
Korea  Greyhound 
Texas,  New  Mexico  &  Oklahoma 

Coaches 
American  Sightseeing  Tours  of  Miami 
Atlanta  Airport  Transportation 
Brewster  Transport 
California  Parlor  Car  Tours 
Carey  Transportation 
Gray  Line  of  New  York 
Gray  Line  of  San  Francisco 
Greyhound  Airport  Services 
Greyhound  World  Tours 
Loyal  Travel  Service 
Motor  Coach  Industries 
New  Mexico  Transportation 
Red  Top  Sedan  Service 
Royal  Hawaiian  Transportation 
Transportation  Manufacturing 

Corporation 
Universal  Coach  Parts 
Vermont  Transit 
Walters  Transit 

LEASING-FINANCING-COMPUTERS 
Greyhound  Leasing  &  Financial 

Corporation 
Greyhound  Computer  Corporation 

CONSUMER  PRODUCTS 
AND  PHARMACEUTICALS 
Armour-Dial 
Armour  International 
Armour  Pharmaceutical 
Malina  Company 

FOOD 

Armour  Food  Company 

FOOD  SERVICE 

Greyhound  Food  Management 

Post  Houses 

Prophet  Foods 

Restaura 

SERVICES 

Aircraft  Service  International 
Border  Brokers 
Consultants  &  Designers 
Dispatch  Services 
Exhibitgroup 
Florida  Export  Group 
Freeport  Flight  Service 
Global  Productions 
Greyhound  Exposition  Services 
Greyhound  Gift  House 
Greyhound  Rent-a-Car 
Greyhound  Support  Services 
Greyhound  Temporary  Personnel 
Nassau  Air  Dispatch 
Pine  Top  Insurance 
Research  Information  Center 
Travelers  Express 


THE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


w^r3r':sr-j'"M'..    ■..■^jh- 


.^     ^r-  MM-ii.ij:        T 


The  strength  of  Fiberglas  has  helped 

stretch  the  arrow  flight  record  nearly  1  mile.  How 

much  stronger  would  it  make  your  product? 


In  3,000  years,  the  best  anybody 
could  do  with  a  wooden  footbow 
was  to  send  an  an-ow  the  length  of 
about  five  football  fields. 

Then,  along  came  bows  made 
with  Fiberglas*  Much  stronger.  With 
more  \Jo\\\p.  In  1970,  Harry  Drake 
cocked  one  back,  and  launched  an 
arrow  the  length  of  some  nineteen 


football  fields.  Nearly  a  mile  farther! 

Fiberglas  reinforcement,  added 
to  plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  boat  hulls  and  bath- 
tubs benefit  from  the  same  strength 
that  improved  the  footbow.  Other 
products  like  home  appliances  and 


underground  tanks  are  better  because 
they're  more  resistant  to  corrosion, 
more  moldable,  more  durable,  lighter 
or  less  expensive. 

Would  a  Fiberglas  materials  sys 
tem  make  your  product  better.'  We'll 
help  you  find  out.  Write:  E.  K.  Meeks 
Owens-Corning  Fiberglas  Corp. 
Fiberglas  Tower,  Toledo,  Ohio  4365^ 


*T  M  Reg.  0  -C  F.  for  reinforcements  for  plastics 


Owens-Corning  is  Fiberglas 


OWENS  CORNING 

FIBERGLAS 

■ 

|H 

Butcher,  Baker,  Candlestick  Maker 

In  Lucky  Stores'  case,  minding  the  store  includes  diversifying  like  crazy. 


"The  next  guy  who  tells  me  we  made 
a  mistake  in  diversifying,  I'm  going  to 
punch  in  the  nose,"  Lucky  Stores 
Chairman  Wayne  H.  Fisher  remarked 
amiably  last  month. 

Bud  Fisher,  56,  is  shghtly  defensive 
over  the  first-quarter  earnings  decline 
the  $3-biUion  (sales)  supermarket 
chain  reported  last  month.  But  diver- 
sification isn't  the  problem.  All  the 
chains  have  suflFered  from  a  brutal 
price  war  begun  by  Alpha  Beta  in 
California,  where  Lucky  gets  65%  of 
its  food  sales.  Even  Safeway's  quar- 
terly earnings  were  down  almost  30%. 

"We've  been  wildly  benefited-  by 
diversification,"  insists  Fisher,  "or  we'd 
be  in  even  more  trouble  than  we  are." 

Lucky 's  boldness  in  diversifying  has 
been  exceeded  only  by  its  success. 
Lucky  now  runs  discount  department 
stores,  fast-food  restaurants,  drug- 
stores, auto  parts  and  tire  stores,  jew- 
elers, sporting  goods  stores,  a  fabric 
operation— even  a  candle  factory. 
While  almost  80%  of  revenues  and 
about  50%  of  pretax  profits  still  come 
from  food  sales,  nonfood  operations 
contribute  50%  of  profits  on  only  20% 
of  sales.  Its  Hancock  textile  business 
{see  picture)  contributes  15%  of  pre- 
tax profits  on  just  4%  of  sales.  The 
common  operating  denominator  in  all 
Lucky 's  divisions  is  low  cost,  low  price. 
Says  Fisher:  "We'd  rather  do  a  lot  of 
business  and  make  a  little  on  it  than 
do  a  little  volume  with  high  profit." 

The  principle  has  served  Lucky 
well.  For  the  past  decade  it  has  av- 
eraged over  25%  return  on  equity  vs. 
10%  for  the  industry,  and  its  earn- 
ings-per-share  growth  has  averaged 
almost  20%  a  year.  Despite  the  trou- 
bled economy  in  fiscal  1975  (ended 
Jan.  31),  Lucky 's  16%  profit  upturn, 
to  $48  milUon,  matched  the  15%  sales 
gain  that  took  the  company  over  the 
$3-billion  mark  for  the  first  time.  The 
stock  market  rewards  Lucky  for  all 
this  with  a  price/ earnings  ratio  of  12, 
second  among  supermarketers  only  to 
Winn-Dixie. 

As  Fisher  describes  it,  Lucky 's  di- 
versification was  a  happy  accident.  It 
began  in  1960  when,  instead  of  be- 
coming the  food  store  tenant  in  a 
membership  discount  department  store 
called  Gemco,  Lucky  decided  to  buy 
the  Anaheim,  Calif,  store  and  run  the 
whole  show.  Lucky  began  taking  over 
poorly  managed  concessionaires  one 
by  one,  learning  in  the  process  how 
to  operate  the  various  businesses. 

Lucky's  secret  in  running  acquired 
companies,   says   Fisher,   is  using  the 


second  man:  "You  make  the  people 
you  buy  from  too  rich;  besides,  as  en- 
trepreneurs, they  usually  don't  like 
corporate  life.  The  second  guy  has 
probably  always  thought,  'My  God, 
if  only  I  could  run  this  company!'  " 

The  basic  plan  for  the  food  stores 
is  everyday,  across-the-board  low 
prices.  Although  such  competitors  as 
Alpha  Beta  and  Ralphs  often  match 
Lucky's  prices  on  so-called  dry  gro- 
ceries, a  full  shopping  cart  at  Lucky 
can  end  up  costing  1%  to  4%  less  be- 
cause Lucky  also  discounts  meat  and 
produce.  Lucky  also  avoids  such  high- 
cost,  low-return  departments  as  spe- 
cialty bakeries  and  delicatessens. 
ShelJF-stocking  is  done  not  by  hand 
(clerks  in  California  now  earn  up  to 
$8  hourly)  but  by  the  case.  At  $5 
million  in  annual  sales  per  unit,  a 
Lucky  traditional  (21,000  square 
feet)  supermarket  outdistances  all  the 
competition.  Lucky  nets  1%  in  such 
stores,  twice  the  industry  average. 

Lucky's  31,000-square-foot  discount 
centers  do  even  better,  with  annual 
per-store  sales  of  close  to  $7  million 


and  a  1.5%  profit  margin.  The  kicker 
comes  from  the  higher-margined  non- 
food items  the  stores  also  carry- 
drugs,  apparel,  general  merchandise. 
Half  of  Lucky's  food  store  sales  now 
come  from  such  discount  centers. 

So  conscious  is  Lucky  of  price  that 
it  has  even  found  a  way  to  discount 
its  discoxmt  stores.  Last  November 
Fisher  opened  three  Magnamarts  in 
San  Antonio,  Tex.  They  are  the  ulti- 
mate in  no-frills  merchandising— bare 
concrete  floors,  no  windows,  ware- 
house-like wall  racks,  stations  for  cus- 
tomers to  bag  their  own  groceries— 
and  prices  are  15%  to  20%  below 
Lucky's  regular  discount  prices.  Mag- 
namarts are  equipped  with  electronic 
scanning  equipment  for  use  with  imi- 
versal  product  code  markings  on  each 
item.  The  equipment  ups  the  cost  of 
a  checkout  unit  from  $50,000  to 
$150,000,  but  Fisher  thinks  ehminat- 
ing  item-by-item  pricing  and  other  la- 
bor savings  cut  payroll  costs  by  20%. 

The  Magnamarts  are  geared  to  do 
$400,000  in  weekly  sales  {vs. 
$200,000  in   a  regular  supermarket) 


Lucky's  low-cost,  low-price  approach  has  made  its  Hancock  Textile  Co.  the 
nation's  most  profitable  retail  fabric  chain  on  the  second-highest  sales  vol- 
ume. Hancock  also  has  some  200  wholesale  accounts  that  bring  in  20%  of 
sales.  Thus  Hancock  can  buy  from  the  mills  near  its  Tupelo,  Miss,  plant  at 
volume  discounts  and  pass  on  the  savings  in  lower  prices  in  its  own  retail 
stores.  Not  even  a  20%  fabric  price  cut  slowed  Hancock's  momentum. 
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"This  area  is  ideally  situated  for 
distribution  of  our  finished  goods." 

"Our  company  has  enjoyed  a  good  labor  relations  climate  . . .  the 
quality  of  people  and  their  willingness  to  excel  In  their  jobs  has  been 
hard  to  beat.  Being  centrally  located  makes  this  area  ideal  for  the 
distribution  of  finished  goods  to  our  customers." 

Hal  Warden,  Plant  Manager 
Gerber  Products,  Fort  Smith,  Arl<. 


"The  work  force  here  is  able  and  dedicated." 


"To  determine  the  most  desirable  location,  Rheem  conducted  a 
comprehensive  feasibility  study.  The  study  showed  us  that  Fort 
Smith  had  an  able  and  dedicated  work  force,  excellent  utilities  and 
possibly  the  finest  water  source  in  the  country.  These  were  impor- 
tant considerations  in  our  decision  to  locate  a  plant  here." 

C.  Thomas  IVIiller,  Corporate  Vice  President  and  General  IVIanager 
Rheem  —  Heating  and  Air  Conditioning  Division,  Fort  Smith,  Ark. 


When  you're  considering  a  new  plant  location,  take  a  look  at  Oklahoma  and 
Western  Arkansas  .  .  .  the  areas  with  all  the  tools  you  need.  We  have  every- 
thing you're  looking  for  right  here  .  .  .  financing,  land,  natural  resources, 
transportation,  energy,  labor  and  more.  Write  today  for  our  Industrial  De- 
velopment "FACTS"  book  that  tells  you  all  about  our  tools  in  Oklahoma  and 
Western  Arkansas. 


r 


Jack  E.  Rector.  Manager. 

Industrial  Development,  OG&E 

321  N.  Harvey.  Oklahoma  City.  Oklahoma  73102 

Phone  #  405/272-3460 


Send  me,  in  confidence,  the  tact  book 
about  Oklahoma  and  Western  Arkansas. 


NAME 


ADDRESS 
CITY 


STATE. 


_ZIP. 


COMPANY  NAME 


F-1 


OKLAHOMA  l£l  ELECTRIC  COMPANY 


and  must  do  at  least  $135,000  to 
break  even.  It's  a  point  not  yet 
reached  in  San  Antonio,  admits  Fish- 
er, because  the  stores  started  what 
he  calls  "one  of  the  bloodiest  price 
wars  in  history."  Milk  sold  for  84 
cents  a  half  gallon  when  the  Magna- 
marts  opened;  it  soon  fell  to  69  cents. 
That  contributed  to  Lucky's  first-quar- 
ter earnings  slump  and  it  gives  Fisher 
pause.  Nonetheless,  he  is  so  high  on 
the  concept  he  estimates  the  stores 
might  represent  half  the  new  food 
stores  Lucky  opens  in  the  1980s. 

Meanwhile,  the  membership  de- 
partment stores  that  started  Lucky  on 
its  diversification  kick  bring  in  29%  of 
profit  on  28%  of  sales.  As  Fisher  puts 
it,  anyone  with  $1  and  a  warm  body 
can  become  a  member  of  Gemco  (or, 
in  the  Midwest,  Memco).  Members 
get  food  prices  that  are  even  lower 
than  Lucky's  and  sharply  competitive 
prices  on  a  broad  range  of  general 
merchandise.  They  also  buy  the  right 
to  make  demands:  Gemco/ Memco 
has  what  is  one  of  the  industry's  most 
hberal  refund  and  return  policies. 

Big  Pluses 

On  its  side,  the  company  gets  a 
membership  hst  to  which  it  can  pre- 
cisely target  the  direct-mail  promo- 
tion that  virtually  constitutes  its  ad- 
vertising. It  also  gets  an  astonishing 
customer  loyalty.  Store-for-store  sales 
are  growing  at  15%  a  year,  vs.  2%  to 
3%  for  Lucky's  regular  supermarkets. 
Fisher  says  the  Northern  California 
stores  actually  raised  their  sales  when 
J.C.  Penney  opened  six  new  Treasury 
stores  in  the  area  last  year.  Gemco/ 
Memco  stores  have  the  highest  per- 
store  sales,  $16  milUon  annually,  in 
the  discount  department  store  field; 
their  4%  pretax  net  on  nonfood  mer- 
chandise ranks  second  to  K  mart's. 

Fisher  is  not  through  diversifying; 
building  supply  stores  and  high-vol- 
ume promotional  drugstores  are  likely 
next  targets.  But  Fisher's  eyes  really 
light  up  at  the  prospect  of  next  year's 
expiration  of  the  1969  Federal  Trade 
Commission  consent  decree  barring 
Lucky  from  acquiring  any  new  su- 
permarkets outside  existing  trade 
areas:  "I  can  tell  you  about  ten  com- 
panies I'd  dearly  love  to  acquire." 

Lucky's  internal  expansion  this  year 
will  be  concentrated  on  the  Sirloin 
Stockade  self-service  steak  houses  ac- 
quired in  1974,  which  have  done 
well  enough  to  justify  adding  46  new 
outlets;  Hancock  fabric  stores;  and 
discount  centers,  at  a  total  cost  of  $60 
million.  "I  think  we  can  swallow  15% 
growth,"  says  Fisher.  "If  you  aim  for 
20%,  you  take  risks  you  may  not  really 
want  to  take."  With  the  risks  it  has 
taken  so  far,  Lucky  has  more  than 
lived  up  to  its  name.  ■ 
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l/Vhere  was  DeWitt  Peterkin  Jr. 
when  W.T.  Grant  was  about  to  die? 

Peterkin  was  unquestionably 
Grant's  most  prestigious  outside  direc- 
tor until  he  resigned  Oct.  28,  1975, 
several  weeks  after  Grant  filed  for 
Chapter  11.  Peterkin  is  also  vice  chair- 
man of  J.P.  Morgan  &  Co.,  parent  of 
the  Morgan  Guaranty  Trust,  which 
had  $97  million  on  loan  to  the  big 
retailer  when  it  went  under. 

DeWitt  Peterkin  Jr.  declines  to  re- 
spond to  repeated  interview  requests 
these  days.  Another  former  outside  di- 
rector of  ^  Grant,  E.  Robert  Kinney, 
president .  and  chief  operating  of- 
ficer of  General  Mills,  says  he  can't 
talk  either— for  fear  of  lawsuit. 

Most  outside  directors  of  a  trou- 
bled company  react  the  same  way. 
Playing  ostrich,  however,  is  not  like- 
ly to  make  the  spotlight  of  public 
scrutiny  go  away.  Shareholders,  bond- 
holders and.  a  growing  segment  of  the 
public  at  large  are  increasingly  turn- 
ing to  outside  directors,  demanding 
that  they  do  their  duty.  Class-  and 
derivative-action  suit  settlements  and 
Securities  &  Exchange  Commission 
mandates  have  led  to  the  appoint- 
ment of  additional  outside  directors 


at  various  companies— for  example, 
Mattel,  Phillips  Petroleum  and  North- 
rop- supposedly  as  a  means  of  en- 
suring an  end  to  questionable  pay- 
offs overseas,  Ulegal  campaign  con- 
tributions at  home  and  misleading 
financial  statements.  That  list  is  cer- 
tain to  grow.  SEC  Chairman  Roderick 
Hills  recently  urged  the  New  York 
Stock  Exchange  to  require  its  listed 
companies  to  have  a  majority  of  out- 
side directors  on  their  boards— defin- 
ing "outside"  to  exclude  lawyers, 
commercial  bankers  and  investment 
bankers  who  have  a  business  relation- 
ship with  the  company. 

Beneath  such  pohte  organizational 
responses  lies  the  mailed  fist  of  class- 
action  lawsuits  and  stockholder  de- 
rivative actions,  which  are  being  filed 
against  directors  today  as  never 
before. 

In  light  of  the  widespread  cur- 
rent dissatisfaction  with  boardroom 
performance  and  the  rising  expecta- 
tions that  confront  directors  today, 
Forbes  decided  to  explore  the  present 
realities  of  being  a  corporate  director. 

Perhaps  the  most  critical  factor  is 
how  the  chief  executive  relates  per- 
sonally to  his  board.  To  see  how  such 
relationships  can  differ,  compare  our 


talks  with  Peter  Grace  of  W.R.  Grace 
on  page  76,  William  Miller  of  Textron 
on  page  78  and  William  Wearly  of 
Ingersoll-Rand  on  page  108.  Mil- 
ler's comments  are  of  particular  in- 
terest, since  he  invited  Forbes  to  at- 
tend a  meeting  of  the  executive  com- 
mittee of  the  Textron  board,  a  de- 
scription of  which  begins  on  page  85 
(carefully  edited  to  exclude  insider 
information).  To  our  knowledge,  this 
is  the  first  time  the  press  has  wit- 
nessed a  corporate  board  in  action. 

The  relationship  between  the  out- 
side auditors  and  the  board,  which  is 
central  to  the  whole  payoff  contro- 
versy, is  explored  on  page  92.  Then, 
starting  on  page  97,  there  are  three 
case  studies  of  instances  where  the 
board  had  to  fire  the  chief  executive: 
Gulf  Oil,  A&P  and  Singer,  followed, 
on  page  104,  by  several  agonizing 
cases  where  the  director  resigned 
rather  than  speak  up— and  later  re- 
gretted it. 

There's  a  quick  sampling  of  the  at- 
titudes of  the  new  boardswomen  on 
pages  115  and  120,  and  then  we  tack- 
le in  some  depth  the  Scylla  and 
Charybdis  of  directors:  conflicts  of 
interest  (p.  116)  and  the  threat  of 
lawsuit  (p.  125).  ■ 
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Peter  Grace's  Love-Hate  Relationship 

Witii  His  Board 


"What  do  boards  do  anyway?  How 
many  companies  do  you  know  that 
are  run  by  their  boards?" 

That's  J.  Peter  Grace  talking— the 
president  and  chief  executive  of  $3.5- 
billion  sales  W.R.  Grace  &  Co.,  a 
conglomerate  mainly  in  specialty 
chemicals  and  energy  with  some  con- 
sumer products  as  well.  Grace  is  feel- 
ing feisty  this  morning. 

Cautiously,  we  reply  that  most  state 
laws  emhcitly  require  that  a  com- 
pany "shall  be  managed  by  a  board 
of  directors, . . ." 

"I'm  familiar  with  the  law,"  snaps 
Grace,  "But  do  you  mean  to  tell  me 
that  if  I  work  100  hours  a  week  for 
4,3  weeks  a  month  on  average,  so 
that  I'm  working  430  hours  a  month, 
some  guy  is  going  to  come  in  and  in 
three  or  four  hours  outsmart  me? 
I  mean  that's  crazy!  No  matter  how 
sai«u±  you  are,  if  I  work  100  times 
.1  '^^r  than  you  on  a  given  subject 
you  have  no  way  of  catching  me.  No 
way.  You  agree  with  that?" 

One  glimpse  of  the  Grace  board- 
room on  the  48th  floor  of  1114  Ave- 
nue of  the  Americas  in  Manhattan 
will  give  you  a  good  idea  how  Peter 
Grace  approaches  his  board  of  direc- 
tors. It's  one  of  the  most  unusual 
boardrooms  in  the  country.  Four 
semicircular  banks  of  desks  and 
chairs  on  progressively  higher  plat- 
forms face  a  plain  wooden  table  and 
a  lectern,  which  stand  in  front  of  a 
rear  projection  screen.  It  looks  more 
like  a  European  classroom  than  a  cor- 
porate boardroom.  And  it  is. 

It's  Peter  Grace's  classroom, 

"This  is  what  we  sent  each  of  our 
directors  for  last  month's  meeting," 
says  Grace,  producing  an  awesome 
(over  400  pages)  volume  the  size  of 
a  New  York  City  telephone  directory. 
"We  keep  them  fully  informed,"  he 
goes  on.  "For  instance,  here's  Her- 
man's Sporting  Goods.  .  ,  ,"  Grace 
flips  at  random  to  a  section  on  one 
of  his  smaller  subsidiaries. 

He  stabs  his  finger  on  the  page  for 
emphasis,  "Here  is  the  1976-77  store 
expansion  program.  Eleven  stores. 
Leased  portion,  $35  million.  Rate  of 
return.  Turnover.  All  the  figures  are 
on  the  first  page.  Maybe  you  want  to 


read  a  httle  bit  more  about  it.  So  we 
have  cover  pages  2,  3,  4,  5  and  6. 
Maybe  that's  all  you  want.  Or  maybe 
somebody  wants  to  get  into  real  de- 
tail, so  he  can  turn  if  he  wants  to  to 
a  297-column  spread  sheet,  which 
gives  him  every  store,  everything  he 
wants.  It's  all  in  there," 

Casually,  Grace  lets  an  enormous 
accordion-pleated  paper  insert  un- 
fold in  cascades  of  paper.  When  un- 
furled to  full  length,  some  say  it 
reaches  halfway  down  to  42nd  Street 
far  below, 

"Now  he  may  not  want  to  look  at 
that,"  Grace  continues  relentlessly, 
"so  we  give  him  a  comparative  store 
analysis,  new  stores  to  old  stores,  in 
about  110  columns," 

Another  accordion-pleated  spread 
sheet  hits  the  carpet, 

"And  then,  of  course,  we  include  a 
29-page  history  of  the  entire  sporting 
goods  industry." 

Don't  some  directors  get  a  bit  over- 
whelmed by  all  this  information? 

"I  don't  think  so,"  Grace  replies, 
apparently  mesmerized  by  the  vol- 
ume. "I  think  they  find  it  extremely 
interesting." 

Aren't  they  afraid  to  ask  a  single 
question  lest  you  tell  them  the  answer 
is  all  laid  out  on  page  542,  if  they'd 
taken  the  time  to  read  the  booklet? 

"They  might  feel  that  way,"  says 
Grace.  "But  we  don't  pick  on  them." 

Mass  Meeting 

Still,  Grace  concedes  that  monthly 
board  meetings  at  W.R.  Grace  nor- 
mally take  only  90  minutes  and  are 
"mainly  informational— perhaps  two 
or  three  directors  will  ask  some  in- 
telligent questions." 

In  part,  that  may  reflect  the  unusual 
size  of  the  Grace  board,  which  num- 
bers 34  full-time  directors  (not  count- 
ing four  officer-directors  who  rotate 
with  five  other  officer-directors  on  odd 
years  so  that  the  ratio  of  insiders  to 
outsiders  never  exceeds  one  to  three). 
That's  over  twice  the  size  of  the  av- 
erage industrial  board  and  larger  than 
most  bank  and  insurance  company 
boards.  Even  Grace  concedes  that 
"the  larger  the  group,  the  more  dif- 
ficult it  is  for  it  to  work  eff^ectively." 


But  there's  a  reason  for  Grace's 
Bunyan-sized  board.  Shortly  after  be- 
coming president  and  chief  executive 
officer  in  1945  at  the  age  of  32,  Peter 
Grace  decided  to  diversify  out  of  the 
company's  investments  in  South 
American  banking,  aviation  (Pana- 
gra),  shipping,  cement  and  textiles. 
The  reaction  of  the  Grace  board  was 
less  than  enthusiastic. 

"I  remember  one  of  the  directors 
talking  about  a  chemical  venture  I 
was  interested  in,"  recalls  Grace.  "He 
said,  'Peter  you  can't  even  pronounce 
these  things,  let  alone  leam  how  to 
make  them!'  And  another  director  vot- 
ed against  a  big  urea  [a  fertilizer 
component]  plant  saying  that  he 
didn't  want  to  have  to  compete  with 
every  horse's  ass  in  America.  So  I 
mean  there  was  absolute  chaos.  They 
didn't  know  what  we  were  talking 
about.  We'd  never  built  a  plant  for 
more  than  $2  million  before,  and 
now  we  were  talking  about  borrowing 
$40  million  and  putting  $20  million  of 
it  into  a  raw  chemical  plant.  Oh  my 
God!  Maybe  it  won't  work!  And  ac- 
tually we  built  this  big  cooling  tower 
and  some  of  this  carbon  dioxide  got 
loose  and  it  became  the  leaning  tower 
of  Pisa  because  a  great  big  block  of 
ice  got  under  the  tower  and  it  almost 
collapsed.  I  mean  it  was  unbelievable. 
The  whole  thing  was  Nutty  George 
from  day  one." 

So  nutty,  in  fact,  that  Peter  Grace 
almost  lost  his  job, 

"In  1952,  just  before  the  diversifi- 
cation started  and  we  were  at  the 
depths  of  everything,  I  got  into  an 
automobile  accident  and  spent  three 
months  in  a  hospital,"  says  .Grace, 
"That's  when  they  tried  to  fire  me. 
My  No.  Two  man  went  after  me.  He 
didn't  want  to  do  the  diversification, 
and  neither  did  some  of  the  directors. 
If  I'd  been  well,  that  son  of  a  bitch 
would  never  have  tried  anything." 

Grace  pauses  a  moment.  "You  know 
it's  like  a  turkey,"  he  says.  "I  used  to 
own  40,000  turkeys.  And  as  soon  as 
one  of  them  got  the  slightest  bit  cut, 
all  the  others  camo  in  imd  sucked 
the  blood  and  bit  him.  Most  people 
are  like  turkeys.  As  soon  as  you  get  a 
little  bit  weak,  theyll  jump  on  yon." 
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race  of  W.R.  Grace 

How  close  did  it  come?  we  ask. 
"One  vote,"  Grace  replies  quietly. 
Pretty  close.  .  .  . 

"Yeah,  very  close.  Most  things  in 
e  are  very  close,  I've  noticed  that. 
iah,  I  came  out  of  a  hospital  bed 
ith  a  trained  nurse  and  even  though 
usually  don't  drink  at  all,  I  drank 
)urbon  all  the  way  down  for 
rength.  And  the  one  man  who  cast 
■e  winning  vote  was  Frank  Walker, 
ho  had  been  Postmaster  General  un- 
r  Franklin  Roosevelt  and  had  been 
gotiating  with  the  Japanese  when 
ey  hit  Pearl  Harbor.  He  and  Cordell 
ull.  Wonderful  guy.  He  said  'I  voted 
r  you.  I  don't  think  you're  right, 
at  I  always  beUeve  in  supporting 
anagement.'  " 
Faint  praise.  . . . 

"Yeah,  faint  praise  is  right.  But  he 

as  very  conservative,  and  you  can't 

>  that  if  you're  going  to  change  a 

)mpany— you  can't  be  that  cautious." 

Wouldn't 'the' rest  of  your  family, 

ho  owned 'dlmbst  half  the  company 

the  time,  have  supported  you? 

"Ahhh!"    says    Grace,    shaking    his 

.'ad.  "A  lot  of  them  were  very  con- 

rvative    too.    And    some    of    them 

uld  have  been  jealous.  I  have  two 

■I hers  who  are  very  jealous  of  me 

cause  I  became  head  of  the  com- 

my.  So  this  wa?  a  real  contest.  But 

y  attitude  was  if  you  don't  like  it, 

ove  it.  And  that's  always  good.  If 

)u  don't  really  care,  it's  much  easier 

win.    See   I   work   very   hard— al- 

ost   100  hours  a  week— and  there's 

lot  of  demand  for  that.  So  I  wasn't 


fighting  for  my  job.  I  could  tell  them 
to  stuff  it  up  their  ass  if  I  wanted. 
And  that's  very  important." 

How  did  that  affect  your  relation- 
ship with  the  Grace  board  later? 

"There  was  some  bitterness,"  says 
Grace.  "I  would  say  it  took  ten  years 
before  the  board  felt  truly  supportive 
of  management.  And  there  are  a  num- 
ber of  directors  who  are  still  very  un- 
comfortable with  us." 

Part  of  the  reason  there  was  long- 
lingering  bitterness  among  some 
Grace  directors  was  that  Peter  Grace 
proceeded  to  pack  his  board  in  the 
years  following  1952.  Under  the  pre- 
text of  adding  men  with  special  ex- 
pertise in  related  areas,  Grace  finally 
added  enough  sympathetic  directors 
so  he  could  start  up  a  diversification 
program.  And  as  the  acquisition  pro- 
gram continued,  more  new  faces 
came  on  the  Grace  board. 

Peter  Grace  finds  a  moral  in  his 
struggle  with  the  Grace  board.  And 
that  is  that  an  outside  director  should 
always  think  twice  before  assuming 
that  he— not  management— has  the 
right  answer,  "There  was  a  lot  to  be 
said  for  the  position  of  the  old  Grace 
board,"  says  Grace.  "I  was  a  39-year- 
old  boy.  I  didn't  know  anything 
about  chemicals.  I  mean,  on  the  face 
of  it,  it  was  utterly  ridiculous.  I  don't 
blame  the  directors  for  feeling  it  was 
much  too  risky.  And  yet  they  woidd 
have  sealed  their  own  doom  if  they 
hadn't  permitted  it.  Now  how  do  you 
know  who's  right?  These  things  are 
not  easy.  In  most  cases,  you've  got 
to  go  along  with  management.  If 
they've  been  working  on  it  all  month 
long— maybe  many  months  before  that 
and  they  come  to  a  conclusion— un- 
less you  think  they're  absolutely  out 
of  their  minds,  you're  going  to  go 
along  with  it." 

Call  Me  Later 

Doesn't  that  make  a  board  of  di- 
rectors' meeting  an  all-or-nothing 
proposition?  Either  you  fire  manage- 
ment   or    you    shut    up    and    agree? 

"No,  you  can  influence  manage- 
ment by  calling  them  up  after  the 
meeting— I've  done  that— I  have  a 
friend  down  the  hall,  Mr.  Harry 
Hagerty,  who  for  many  years  was  one 
of  the  two  top  men  in  Metropolitan 
Life  and  was  a  director  of  Citibank. 
When  loans  would  come  up  that  he 
didn't  like,  he  always  would  caU  up 
the  management  after  the  meeting. 
He  wouldn't  bring  it  up  in  front  of 
the  meeting  and  say,  'Hey.  Wait  a 
minute.  Look  at  this  balance  sheet!' 
Start  arguing  cash  flows  in  front  of 
30  people." 

Why  not? 

"For  the  same  reason  that  most  dis- 
cussions  in  front  of  large   groups   of 


people  are  not  too  productive.  People 
are  apt  to  lose  face.  You  can't  just 
start  out  in  the  middle  of  a  meeting 
and  take  out  after  someone  because 
people  aren't  prepared  for  it.  You 
have   to   do  it  very   diplomatically." 

How  many  of  Grace's  34  directors 
would  contribute  between  meetings? 

"I'd  say  about  seven  or  eight  of 
them— in  a  lot  of  different  areas," 
Grace  replies.  "We  have  Frank  Mac- 
kle,  who's  head  of  Deltona,  and  Paul 
Hellmuth,  who's  head  of  Cabot, 
Cabot  &  Forbes,  on  our  board,  and 
those  men  know  a  lot  about  real  es- 
tate. We  quite  often  meet  with  them 
individually,  call  them  up,  send  them 
documents,  say,  'What  do  you  think 
of  this?*  Wilham  Wood  Prince,  who 
used  to  be  head  of  Armour  and  who 
runs  the  Prince  estate  in  Chicago,  has 
all  sorts  of  experience  in  investing 
in  oil,  gas  and  coal.  One  of  the  best 
investment  men  in  the  U.S.  We  talk 
with  him  maybe  two  or  three  times 
a  month  between  board  meetings.  We 
have  a  similar  relationship  with 
George  Leness,  who  used  to  run  Mer- 
rill Lynch.  It's  like  they  work  for  the 
company  almost." 

Cheap  consultants? 

"Exactly.  Very  cheap  consultants. 
And  we  use  a  lot  of  them.  Last  week 
we  were  making  an  acquisition,  and 
Frank  Kingsley,  who  built  Mercantile 
Stores  from  nothing  to  $680  miUion 
and  $30-million  profit— took  it  over 
as  a  bad  debt  in  the  Thirties— he's  a 
director  emeritus  now,  but  he  still 
comes  to  all  the  meetings.  Now  he 
and  George  Moore,  who  used  to  nm 
Citibank,  went  out  West  with  me 
Monday  and  spent  a  whole  day  to 
help  us  decide  whether  we  were  go- 
ing to  make  an  acquisition  or  not. 
Worked  like  hell.  Mr.  Kingsley 
walked  66,000  square  feet  of  space 
and  must  have  asked  95  questions." 

Is  that  a  board's  major  contribu- 
tion to  management,  wovdd  you  say? 

"Let  me  put  it  this  way,"  Grace  re- 
phes.  "The  biggest  thing  that  a  direc- 
tor can  do  for  management  is  just 
to  be  there  ...  as  a  discipline.  That's 
why  Roger  Milliken  has  a  board  at 
Deering  Milliken— for  disciplinary 
purposes.  If  I  have  this  board  and  I 
have  to  be  sure  that  everything  that 
goes  to  them  is  right  and  they  can't 
second-guess  me  when  I  give  them  a 
performance  report— that  is  90%  of 
the  game  right  there." 

And  the  biggest  mistake  manage- 
ment can  make  in  dealing  with  di- 
rectors is  .  .  .  what? 

"Taking  them  for  granted,"  says 
Grace  without  a  moment's  hesitation. 
"Everybody  says  directors  are  just  a 
bunch  of  patsies.  I'm  saying,  don't 
let  them  think  you  think  that.  That's 
taking  them  for  granted."  ■ 
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DO  YOU 


ORCAHP 
AieCONO- 


OVERSEAS? 


The  same  company  that  has 
erected  more  than  100,000 
commercial  and  housing  units 
to  a  foreign  and  domestic 
market  over  the  past  18  years 
would  like  to  build  your  next 
project. 

Over  1600  new  modular^ 
mobile  units  in  stock  and 
available  for  immediate 
shipment. 

Units  shipped  to  foreign 
port  with  technical  advisors 
and  /  or  set-up  crews. 

For  further  information 
contact: 


HOUSING 
VOGUE 

INTERNATIONAL 


A  Subsidiary  of  Mobile  Home 
Industries  Inc.  NYSE  Usted 

International  Sales  Division 
P.O.  Box  2253 
Tallahassee,  Florida  32304 
TELEX:  548454 
PHONE:  (904)224-5111 


Invitation 

To  A  Board  Meeting 


I 


f  you've  never  attended  a  board 
meeting,  it's  not  easy  to  write  intel- 
ligentiy  about  boards  of  directors. 

That's  fairly  obvious.  Directors  do 
most  of  their  directing  at  boards  of 
directors'  meetings. 

It  soon  becomes  equally  obvious, 
however,  that  wangling  an  invitation 
to  a  corporate  board  meeting  is  tough- 
er for  an  outsider— especially  a  jour- 
nahst— than  getting  two  orchestra  seats 
together  tonight  for  A  Chorus  Line. 

Over  and  over  again  we  asked  pro- 
gressive companies  like  Xerox,  Cum- 
mins Engine,  Citibank  and  Union 
Camp  if  we  could  Usten  in  on  one  of 
their  board  meetings  just  to  see  what 
it  was  Uke.  Each  time  we  were  turned 
down  flat.  After  all,  much  of  what 
is  said  at  a  board  meeting  is  classified 
by  the  Securities  &  Exchange  Com- 
mission as  "insider  information"  and 
would  be  of  scarcely  less  interest  to 
the  competition.  A  reporter  at  a 
board  meeting  is  about  as  welcome 
as  an  SEC  injunction,  and  potentially 
far  more  damaging. 

But  luck  rewarded  our  persistence. 
One  well-known  company  agreed  to 
experiment  with  us.  Textron  Chair- 
man G.  William  Miller  graciously  in- 
vited Forbes  to  sit  in  on  his  compa- 
ny's next  board  meeting,  with  the 
understanding  that  sensitive  informa- 
tion could  be  deleted  or  obscured  by 
the  company.  As  it  happened,  we  at- 
tended a  meeting  of  the  Executive 
Committee  (composed  of  seven  of  the 
board's  14  members),  which  meets 
on  those  alternate  months  when  the 
full  board  is  not  in  session. 


Miller  of  Textron 
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Ifyoure  considennga 
corporate  financing:  decision^ 
shouldn't  you  consult 
iwith  a  financing  specialist? 


T^' 


Whether  it's  a  substantial  loan  or  an  inter- 
national placement,  we  have  a  specialist  to 
give  you  the  best  counseling  possible. 

The  Swiss  Bank  Corporation  has 
over^a  century  of  experience  in  serving 
leading  corporations,  both  domestic  and 


international.  We  have  assets  of  $19  bil- 
lion and  resources  to  satisfy  most  any 
financial  need. 

So  if  you're  looking  for  major  finan- 
cing, consult  with  us... more  and  more 
American  corporations  do. 


SWISS  BANK 
CORPORATION 


xgL^       The  international  specialists 


With  branches  in  New  York  (212)  791-2777,  Chicago  (312)  346-0360  and  San  Francisco  (415)  434-2640. 
Representative  offices  in  Los  Angeles  (213)  489-5900  and  Houston  (713)  223-5160. 


Some  of  our  nicest  neighbors 
were  once  site-seers.  Major  com- 
panies like  Burroughs,  Bendix,  Mo- 
torola and  American  Express  were 
once  looking  for  the  best  of  all  pos- 
sible worlds  for  business  and  the 
good  life.  And  they  settled  here  in 
Broward  County  —  midway  between 
Palm  Beach  and  Miami. 

They  found  prime  plant  sites,  an 
excellent  labor  market,  international 
air  and  sea  connections  and  a  rea- 
sonable tax  structure.  Not  to  men- 
tion some  great  free  employee  ben- 
efits like  a  pleasant  subtropical  cli- 
mate, attractive  communities,  good 
schools  and  the  best  of  outdoor 
recreation. 

Their  decision,  based  on  the 
sound  principle  that  better  employee 
productivity  produces  higher  profits, 
has  helped  us  become  recognized 
as  a  center  for  clean,  light  industry. 

Come  on  down.  Find  out  why 
others  have  left  Boston,  Chicago 
and  New  York  to  join  us  in  the 
good  life. 

In  the  meantime,  send  for  our  fact- 
filled  Portfolio  for  Business  and  In- 
dustry. Write  in  confidence  to  Dept 
22  the  BROWARD  INDUSTRIAL 
BO'aRD,  2050  E.  Oakland  Pk.  Blvd., 
Fort  Lauderdale,  33306.  (305)  563- 
4445. 

A 
T       « 


GULF  OF      ^B 
MEXICO       ^^ 


N 


BROWARD  COUNTY 


BROWARD  COUNTY 
FOR  A  LIFE  THAT  MAKES 
WORKING  A  PLEASURE. 

Broward  Industrial  Board  is  the 

central  industrial  development 
agency  for  the  Chambers  of  Com- 
merce of  Fort  Lauderdale,  Holly- 
wood, Pompano  Beach,  Plantation, 
Miramar-Pembroke,  Coral  Springs, 
Margate,  Hallandale,  West  Broward, 
Deerfield  Beach,  Davie,  Lauderdale- 
By-The-Sea,  Dania,  Sunrise,  unin- 
corporated areas  and  Port  Everglades. 


Prior  to  the  meeting  (a  description 
of  which  follows  on  page  85),  we 
chatted  with  Miller  about  what  type 
of  relationship  he  had  with  the  Tex- 
tron board.  Had  there  been  a  board- 
room confrontation  when  Textron  de- 
cided early  last  year  not  to  take  a  con- 
trolling position  in  Lockheed? 

The  word  "confrontation"  disturbed 
Miller,  a  lawyer  by  training  as  well 
as  a  marine  engineer. 

"Confrontations  are  tests  of  po\^- 
er,"  he  repUed,  "and  in  most  instances 
are  very  unnecessary.  Win-or-lose 
propositions  are  just  a  loxisy  way 
to  run  a  business.  If  you're  going  to 
call  your  division  president  into  the 
boardroom,  put  him  on  the  carpet 
and  make  him  into  a  loser,  you're 
going  to  have  a  lousy  company  pretty 
soon.  Because  he's  going  to  go  home 
and  say,  'O.K.,  I  won't  make  any  mis- 
takes. I  won't  do  anything  until  they 
tell  me.'  And  that  happens,  believe 
me.  Or  if  the  chairman  brings  some- 
thing to  the  board  and  the  board  is 
always  knocking  him  down,  well, 
pretty  soon  he  doesn't  bring  anything 
to  the  board  anymore." 

Boards  exist.  Miller  beheves,  as  a 
"council  of  peers"  for  chief  executives 
strong  enough  to  seek  that  advice. 
Trouble  occiurs  when  a  weak  chief 
executive,  seeking  a  rubber-stamp 
board,  does  not  seek  advice  and  does 
not  keep  his  board  well  informed. 
"That's  where  you  have  your  confron- 
tations," said  Miller. 

As  for  the  Lockheed  decision,  he 
went  on:  "Since  there  was  no  dissent 
as  the  plan  evolved,  we  just  ham- 
mered out  a  scheme  as  to  how  Tex- 
tron might  do  this  with  very  little 
exposure."  After  nine  months  of 
thought  and  the  expenditure  of  $1 
million  in  fees  to  two  investment  bank- 
ing houses  and  one  outside  account- 
ing firm  ("a  very  important  insurance 
policy,"  says  Miller),  "there  were  no 
withdrawal  pains.  The  board  just  said, 
'Look,  we've  gone  ten  months  now. 
What  do  we  all  think?'  And  we  all 
thought  the  same  thing.  We  just  let 
the  deal  expire  because  our  conditions 
couldn't  be  met." 

Looking  back  on  it,  had  the  Tex- 
tron board  raised  all  the  questions  it 
should  have?  "Absolutely,"  Miller  re- 
plied at  once.  "We  proceeded  with 
the  greatest  of  caution." 

Did  Miller  think  he  had  a  strong 
board?  Yes,  he  did.  How  could  any- 
one confirm  that?  Had  the  Textron 
board  ever  countermanded  a  Miller 
initiative? 

"  'Countermanded'  probably  is  not 
quite  the  right  word,"  Miller  replied. 
"There  have  been  many  things  I've 
taken  to  the  board  seeking  advice  and 
counsel  that  didn't  catch  their  fancy 
and  so  were  dropped.  Just  the  other 


day  we  were  debating  whether  we 
should  enlarge  our  investment  in  a 
certain  company  we  have  a  minor  in- 
terest in.  Well,  the  directors  didn't 
have  much  enthusiasm  as  they  talked 
about  it,  so  I  said,  'Look,  there's  no  . 
enthusiasm,  so  let's  forget  it!'  " 

There  was  no  confrontation  be- 
cause you  didn't  force  the  issue? 

"Yes,  I  suppose  so.  I've  been  here 
since  1956  and  we  have  never  had 
an  issue  before  the  board  where,  if 
there  was  a  serious  disagreement,  we 
didn't  either  hammer  it  out  and  come 
to  a  total  agreement,  or  forget  it.  Be- 
cause most  of  these  things  you  don't 
have  to  do." 

So  you  allow  your  thoughts  to  be 
shaped  by.  .  .  . 

"You  allow  your  thoughts  to  be 
shaped  by  their  counsel,  and  they  al- 
low their  thinking  to  be  shaped  by 


"Confrontations  are  . . . 

in  most  instances  very 

unnecessary.  Win-or-lose 

propositions  are  a  lousy 

way  to  run  a  business." 


your  proposals,  until  a  consensus 
evolves.  If  you  get  your  board  in- 
volved, appreciating  the  tenderness  of 
an  agglomeration  of  human  beings 
working  together,  they're  more  like- 
ly to  work  toward  a  consensus." 

Did  you  say  "tenderness"? 

"Yes.  Well,  I  mean  human  relations 
are  fragile.  You  have  to  have  firm- 
ness of  policy,  but  if  you're  autocratic, 
you  wreck  the  good  people  and  they 
leave.  You  have  to  combine  motiva- 
tion with  a  certain  amount  of  dis- 
cipline and  so  forth— all  the  elements 
that  make  for  good  teamwork.  And 
it  doesn't  aid  that  kind  of  teamwork 
to  create  situations  where  somebody 
is  a  loser." 

We  asked  Miller  where  the  board's 
actions  were  most  important.  "Man- 
agement succession  is  something  that 
if  they're  any  good  at  all,  they've  got 
to  be  superb  at  that!"  he  replied. 
"That's  where  a  board  is  invaluable. 
If  they're  not  good  at  that,  the  rest  of 
it  doesn't  make  any  difference." 

How  often  did  the  board  lake 
truly  significant  action?  "If  a  board 
of  directors  makes  one  major  decision 
a  year,  that's  magnificenti"  said  Mil- 
ler without  a  moment's  hesitation. 
"Provided  they  carry  enough  over- 
sight in  the  meantime  to  make  sure 
the  company  is  being  run  right." 

Does  Bill  Miller  use  his  board  of 
directors  effectively?  Sit  in  with  us 
on  the  Executive  Committee  meet- 
ing and  see  for  yourself.  ■ 


80 


FORBES,    MAY    15,    1976 


Every  American  voice  from  space 

has  come  back  to  earth  over  our  Collins  equipment. 

That's  Rockwell  technology  talking. 


Every  time  you've  heard  an 
astronaut  talk  from  space  -  from 
Project  Mercury  through  Gemini, 
Apollo  and  Skylab  -  his  voice 
has  come  back  to  earth  over 
equipment  built  by  Collins 
communication  engineers  at 
Rockwell  International. 

Meanwhile,  Collins  has  been  busy 
advancing  communications 
technology  back  on  earth.  Micro- 
wave systems  for  business. 


government  and  emergency 
medical  communications.  Satellite 
earth  stations.  Mine  communica- 
tion networks.  Communication 
switching  systems.  Communica- 
tion, navigation  and  flight  con- 
trol equipment  for  commercial, 
business  and  private  aircraft. 

They're  examples  of  how 
scientific  knowledge  is  applied 
in  all  of  our  operations:  aerospace, 
electronics,  automotive,  industrial 
and  consumer.  Whether  it's  for 
space,  business,  home  or  indus- 
try, our  advanced  technology  is 
being  applfed  to  make  Rockwell 
products  work  harder  -  and 
better  -  for  you. 


Rockwell 
International 


1^  ...whefB  sdenc&^e^^gl^ivn  to  business 


^\.^ 
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frormore  about  us,  write  for  our  annual  report.  Rockwell  International,  Dept.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


Why  we  dropped  a  shipping  sack  full  of  ^1475 


We  believe  in  the  multiwall  shipping  sack 
so  much  that  we  went  to  this  extreme  to  demon- 
strate its  effectiveness. 

Of  course,  we  chose  the  ultimate  in  ship- 
ping sacks— our  reinforced  pinch 
bottom  bag— because,  after  all, 
a  lot  was  at  stake.  And 
it  held,  as  we  knew 
it  would. 

For  most  prod- 
ucts you  don't  need 
all  that  protection. 

And  the  ordinary 
shipping  sack  is  extremely 
versatile. 

Enter  the  paper  bag. 

The  first  machine  for  making  paper  bags 
was  developed  in  1 852.  And  soon  the  paper 
shipping  sack  became  a  mainstay  of  the 
American  distribution  system. 

In  the  beginning,  sacks  were  filled  by  shovel 
and  closed  by  sewing  the  ends.  But,  by  1930, 
St.  Regis  was  producing  a  pasted-end  bag  with 
a  "valve"  for  filling.  And  making  the  equipment 
to  fill  it. 

Automation  on  the  filling  line  had  begun. 
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And  that  was  a  major  step  forward. 
More  layers,  better  seals. 

Today  we  make  an  even  better  bag:  the 
stepped-end  pinch  bottom  bag.  It  h 
a  pre-applied  hot  melt  adhesi\ 
that  permits  automa 
closing  and  gives  a 
strong,  tight  seal. 
This  closure  is  so  str( 
that  a  200  lb.  man  can  jump  c 
bag  containing  only  air  and  not 
break  it.  In  fact,  the  ends  are  actual 
as  strong  as,  or  stronger  than,  the  bag's  w 
And  we  can  add  layers  of  other  materia 
to  reinforce  the  pinch  bottom  bag.  The 
one  with  the  pearls  is 
actually  made  with 
six  layers  of 
material,  as       ^^ 
shown  on  the  ^'^^ 
left.  Inside  is 
a  layer  of 
polyethylene  for 
moisture  protection. 
Then  two  layers  of 
kraft  paper,  followed 


mrth  of  pearls  200  ft.  into  the  Atlantic  Ocean, 


a  layer  of  cross-laminated  plastic— which  is 
tremely  tough.  Then  two  more  layers  of  kraft 
per.  The  outer  one 
specially  designed  to 
stronger  than  reg- 
ir  kraft  when 
;t.  But  this  is 
st  one  example  of 
lat  a  pinch  bottom 
g  can  do.  We  can 
gineer  the  layers  in  a  bag  to  take  a  lot  more 
inishment  than  you  would  ever  think.  Using 
rious  papers,  plastics  and  even  aluminum 
Q.  And  all  the  different  combinations  of  each. 
Part  off  our  ffuture  is  in  the  bag. 

Of  course,  the  reason  we  went  to  such 
igths  to  show  the  strength  of  our  bag  is  to 
lint  up  the  direction  we're  heading.  As  one  of 
t  world's  leading  producers  of  multiwall  bags, 
t're  out  to  replace  more  expensive  packages 
th  our  reinforced  shipping  sacks. 

The  fiber  drum,  for  instance.  We're  actually 
ckaging  caustic  soda  in  one  of  our  reinforced 
ich  bottom  bags. 

Technology  and  marketing. 

In  fact,  this  is  the  marketing  stance  of 


St.  Regis  toward  all  of  our  packaging,  paper 
and  lumber  and  construction  products: 

To  put  the  full  weight  of  our  technology 
at  the  disposal  of  our  marketing 
effort. 

Because,  we  at  St.  Regis  believe 
the  way  to  get  ahead  is  to  have  the 
products  of  the  future  today. 


The  future  belongs  to  those  who  stay  up 
to  the  minute. 


J 


"On  business  trips 
these  days, 
youVe  got  to  make 
every  minute, 
very  dollar  count! 

That's  why 
you  need  Hertz 
more  than  ever" 


\J.Udn^''f^iryy — 


You  can  depend  on  Hertz.  Hertz  has  more  good 
people  to  take  care  of  you,  so  you  can  get 

away  fast  into  a 
clean,  reliable  car. 
More  locations.  More 
cars.  More  kinds  of 
cars.  And  with  Super, 
Saver  Rates,  you 
save  money,  too. 
With  all  this,  wouldn't 
you  rather  rent  from 
ertz? 


r 


The  Superstar  in  rent-a-ca 

HERTZ  RENTS  FORDS  AND  OTHER  FINE  CARS. 


The  Board  In  Session 


Promptly  at  9:30  a.m.  the  doors 
close  softly  on  the  24th  floor  of  40 
Westminster  St,  in  Providence,  R.I. 
The  executive  committee  of  Textron 
is  in  session. 

As  the  directors  take  their  seats, 
chatting  amiably  after  a  quick  cup  of 
coffee  in  the  employee  lunchroom,  no 
gilt-framed  oils  of  founders  and  es- 
teemed predecessors  stare  sternly  from 
the  walls— two  of  which  are  lined  with 
windows  overlooking  the  Providence 
Harbor  and  College  Hill.  The  direc- 
tors sit  not  at  a  great  elliptical  slab 
of  burnished  walnut,  but  rather  in  a 
grouping  of  plain  rectangular  wood- 
en tables.  Today,  two  of  those  tables 
have  been  moved  back,  since  the  ex- 
ecutive committee  is  only  half  the  size 
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of  the  full  board,  which  meets  only 
on  alternate  months.  There  is  the  usu- 
al rear  projection  screen  beside  a  lec- 
tern at  the  right  end  of  the  room. 

All  in  all,  it's  a  surprisingly  com- 
fortable, unpretentious  boardroom  for 
a  highly  profitable  company  with  sales 
of  over  $2,4  billion. 

Chairman  G.  (for  George)  Wil- 
liam Miller,  51,  in  high  spirits  but 
crisply  eflBcient,  opens  the  meeting  in- 
formally, moving  rapidly  over  routine 
matters,  such  as  the  approval  of  min- 
utes from  the  January  board  meet- 
ing and  a  review  of  actions  taken  by 
the  subordinate  Administrative  Com- 
mittee (mainly  medium-sized  capital 
expenditures,  license  agreements,  sev- 
eral personnel  matters).  Because  the 
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directors  have  each  received  a  bound 
booklet  (concise  enough  to  be  read) 
four  or  five  days  earlier,  background- 
ing them  on  the  specifics  behind  each 
item  on  the  agenda,  meeting  time  can 
be  used  mainly  for  items  requiring 
fuller  discussion. 

Indeed,  not  until  President  Joseph 
B.  CoUinson,  the  only  other  Textron 
executive  who  is  also  a  director,  has 
begun  summarizing  last  month's  re- 
sults in  each  division,  does  the  board 
speak  up.  As  CoUinson  finishes  with 
the  Aerospace  group,  a  woman's  voice 
interrupts. 

"Joe,"  asks  Barbara  Preiskel.  "What 
is  the  status  of  those  contracts?" 

An  important  question.  Preiskel. 
who  has  been  on  the  board  just  one 


lUs  year  in  review. 


lU  International  is  a  diversified  company  which  had  the  second  best  results 
in  its  51-year  history  in  1975.  lU  earned  $82.2  million,  or  $2.50  per 
common  share,  on  revenues  of  $1 .82  billion.  Shareholders  received  a  higher 
per-share  dividend  payout  (85  cents)  for  the  31st  consecutive  year.  lU's 
six  major  business  areas  are:  ocean  shipping,  land  transportation,  distribu- 
tion services,  utilities,  industrial  products  and  services,  and  agribusiness. 

For  a  copy  of  our  Annual  Report  with  an  accompanying  brochure  — 
"The  Promise  of  LNG"— describing  an  emerging  growth  area,  write: 
Corporate  Affairs  Department,  lU  International,  1500  Walnut  Street, 
Philadelphia,  Pa.  19102. 
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Heat  Transfer 

Product 

Capabilities 

Young  has  new  capability  to  meet  your  heat 
transfer  product  requirements  right  now  and 
in  the  future.  We've  completed  a  major  ex- 
pansion program  that  includes  two  new  plants, 
plus  major  additions  to  a  third. 
Our  unmatched  reputation  for  quality  products 
and  a  dedication  to  meeting  customer  needs  is 
your  assurance  of  superior  service.  Why  not 
write  or  give  us  a  call? 
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Radiators  •  Heal  Exchangers 
Oil  Coolers  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 

2825  Four  Mile  Road, 
Racine,  Wisconsin  53404 

TELEPHONE:  414-639-1011 


Invest  in  a  proven 
family-style  restaurant., 
and  get  the  best  of  two  worlds. 

Restaurant 
Rranchise 


•  Time- tested  systems 

•  Universally  accepted  menu 

•  Complete  training  program 

•  Operation  &  ADM  support 

•  Adaptable  to  any  size  market 

•  Design,  site  &  construction  support 

ITALIAN  PISttERMAN 

Family  Restaurants 
251  Maitland  Ave.  Suite  315 

Dept.  A 
Altamonte  Springs,  F la.  32701 
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year,  is  a  black  lawyer,  a  vice  pre 
dent  of  the  Motion  Picture  Assoc 
tion  of  America  and  a  director  of  A 
star.  Jewel  Cos.  and  the  New  Y( 
Philharmonic,  among  others.  The  c( 
tracts  to  which  she  refers  are  for  j 
delivery  of  helicopters  to  Iran  p 
flight  training  and  other  services,  a 
are  worth  well  over  $800  million. 

CoUinson  begins  to  respond  fn 
the  lectern,  stressing  that  the  Iran; 
government  has  consistently  suppc 
ed  the  entire  helicopter  progra 
There  is  no  indication  of  any  char 
because  of  a  temporary  drop  in 
revenues.  But  now  another  direc 
leans  forward  with  a  question. 

Escape  Hatch 

"What   would   be   the   situation 
the  event  of  cancelation?"  asks   P; 
M.  Fye,  interrupting  Collinson. 

Dr.  Fye,  63,  in  addition   to  bei 
president  of  the  Woods  Hole  Oceai 
graphic   Institution,   is   an    adviser 
the  U.S.   State   Department  on   m 
ters  maritime,  a  member  of  the  Coi 
cil  on  Foreign  Relations,  a  trustee 
the  International  Federation  of  In 
tutes    for    Advanced    Study    and 
Bermuda  Biological  Station,  and  a 
rector  of  A.D.   Little,   the  consult 
firm,  as  well  as  Lord,  Abbett  Funds. 

"If  I  could  just  comment  on  th; 
interjects  Chairman  Bill  Miller.  "1 
present  contracts  are  handled  by  1 
U.S.  Government  through  its  Forei 
Military  Sales  program.  Bell  Helict 
ter's  contracts  are  with  the  U.S.  d 
ernment.  In  the  event  of  cancelatii 
there  would  be  reimbursement 
costs  incurred  plus  termination  co 
plus  allocation  of  profit  for  the  w< 
actually  completed.  The  new  progr 
for  establishing  a  helicopter  indu.s 
in  Iran  is  directly  between  Bell  T 
tron  and  the  Government  of  Iran. 
that  case,  Iran  will  make  progress  p 
ments  to  cover  Bell's  commitments. 

"Consumer  group,  Joe,"  says  Mil! 

Collinson's  rundown  proceeds  w 
speed.  Using  slides,  he  gives  lit 
more  than  a  sentence  or  two  on  ei 
divisional  operation,  most  of  wH 
are  showing  good  profitabiHty  .gm 
He  spends  a  bit  more  time  on 
problem  areas  like  Gorhain  Silv 
ware,  where  there  is  a  prolong 
violent  strike. 

In    1974    the   snowmobile    induj 
had  a  shakeout,  but  Polaris  did 
in    1975    and    is    continuing    to    si 
excellent  prospects.  It  finished  out 
year    with    no    inventory    carryoij 
Burkart  Randall,  a  producer  of  av 
motive  cushions  and  metal  trim, 
a  fire  at  one  of  its  plants  last  mo 
with   several   hundred    thousand    (I 
lars    in    damage.    Insured,   of   c(H11| 
No    comment    from     the    board, 
cnrity  Insurance's  niuI(M\vriting  lo 
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Our  state  can  train 
the  woikers  you  need 

And  at  little 
or  no  cost  to  you. 

Here's  how  we  work: 


Lhode  Island  has  the  highest  number  of  trained 
/orkers  per  square  mile  of  any  state. 


hode  Island  work  force  by  occupational  group 


Saies  and  clerical 


24.2% 


Operatives 

Other 

16.2% 

Craftsmen  and  foremen 

14.7% 

23.7% 


Professional  and  technical 


13.8% 


Managers,  officials, 
proprietors 


7.4% 


Nevertheless,  you  may  require  skills  that 
ur  manpower  pool  lacks.  What  then? 

In  that  case,  within  24  hours,  we'll  design 
manpowentraining  program  just  for  you. 

We'll  recruit  and  screen  with  you. 
^e'll  run  the  training  sessions.  We'll  use  our 
icilities,  our  equipment,  our  instructors.  We'll 
ave  everyone  trained  and  ready  when  you're 
pady  to  start,  so  you  won't  lose  a  minute. 

If  you  prefer  on-the-job  training,  we'll 
ay  half  the  salary  for  your  trainees  and  all 
le  salary  for  your  instructors. 

Now  for  some  other  parts  of  the  Rhode 
iland  manpower  picture: 


Our  wage  levels  are  unusually  reasonable. 

Travel  time  between  work  and  home  is 
short.  (We're  a  small  state.  Remember?) 

And  we  have  one  of  the  most  stable  labor- 
management  relationships  in  the  country. 
Our  lost  worktime  through  labor  disputes  is 
one-third  under  the  national  average. 

We  work  hard  in  Rhode  Island,  which 
can  make  things  easier  for  you.  You  ought  to 
find  out  more  about  us. 


Philip  W.Noel 

Governor.  State  of  Rhode  Island 


Rhode  Island 


Department  of  Economic  Development 

One  Weybosset  Hill,  Providence,  R.I.  02903   401-277-2601 

Attention:  James  O.  Roberson,  Director 

Please  tell  me  more  about  Rhode  Island's     D  Labor  pools 
and  manpower  training     D  8-part  tax  incentive  program 
D  Lowest  rate  financing     D  Transportation  and  market 
proximities 

Name 


Title 


Company 


Street 


City 


State 


Zip 


Partly  because  it  asked  few  questions,  Textron's  board  could  get  through  several  dozen  items  in  a  three-hour  meeting. 


continue,  but  a  strong  program  for 
improvement  is  proceeding  under  di- 
rection of  a  new  president  formerly 
with  INA  and  several  other  new  man- 
agement people.  One  member  of  the 
executive  committee  asks  to  be  sent  a 
copy  of  Security  management's  spe- 
cific objectives. 

Next,  Bill  Ledbetter,  vice  presi- 
dent-finance and  treasurer— and  not  a 
Textron  board  member— presents  a 
detailed  financial  report  on  slides  that 
arouses  only  routine  discussion.  Pe- 
riodically, Chairman  Miller  adds  a 
clarifying  or  summarizing  comment: 
"So  now  we're  able  to  do  25%  more 
business  with  less  inventory." 

Miller  informs  the  committee  of 
progress  in  exploring  a  potential  large 
capital  project  in  Eastern  Europe. 
One  of  Textron's  divisions  would 
serve  as  project  manager  working 
with  a  group  of  U.S.  companies.  "It's 
in  the  early  stages,  but  we'd  like  to 
proceed  unless  someone  objects."  No 
one  does. 

Buy  Or  Sell? 

Then  comes  the  board's  first  major 
decision  at  the  executive  committee 
meeting:  A  company  in  which  Ameri- 
can Research  &  Development,  Tex- 
tron's venture  capital  division,  has  a 
common  stock  investment  is  consider- 
ing a  possible  public  issue— its  first 
public  sale  of  shares.  If  the  plan  goes 
forward,  Textron  can  make  a  profit  by 
selling  a  portion  of  its  minority  equity 
position,  or  do  nothing  and  let  its  posi- 
tion be  diluted,  or  buy  more  to  hold 
its  percentage  of  ownership  constant. 
Textron  Senior  Vice  President  Robert 
Ames,  a  board  member  of  the  small 
company,  makes  a  low-key  but  per- 
suasive presentation  of  the  firm's  pros- 


pects. The  board  is  clearly  impressed. 

"Now  if  the  public  issue  goes 
ahead,  we  could  elect  to  take  a  capi- 
tal gain,  which  would  be  nice  in  one 
sense,"  says  Miller.  "But  our  basic 
philosophy  is  to  support  new  com- 
panies in  which  AR&D  invests,  help- 
ing them  grow.  So,  if  we  stay  with  it 
we  will  be  fulfilling  our  purpose." 

While  AR&D  would  like  to  support 
the  new  issue  if  it's  made,  Ames  con- 
tinues, a  somewhat  more  conserva- 
tive route  would  be  to  take  part  of 
the  profits  now.  How  about  increas- 
ing AR&D's  percentage  of  ownership, 
a  director  queries? 

"I  don't  think  this  would  be  wise," 
comments  Miller.  "It  would  appear 
that  we're  trying  to  play  a  larger  role. 
Management  of  the  company  might 
be  more  comfortable  if  we  kept  our 
present  relative  position." 

"Why  don't  we  underwrite  any  un- 
sold shares  ourselves?"  asks  one  di- 
rector. "The  company  would  save  on 
underwriting  fees." 

"The  company's  purpose  is  to  gain 
distribution— liquidity,"  Miller  ex- 
plains. "That's  why  it  would  seem 
preferable  to  have  an  underwriter  sell 
the  shares. 

"I'd  like  to  have  us  be  builders  of 
enterprises  rather  than  looking  for  a 
quick  profit,"  he  goes  on.  "What's 
your  pleasure?" 

"I  move  we  try  option  No.  Three 
—offering  to  buy  sufficient  shares  to 
maintain  our  percentage  ownership." 

"Hear  a  second?" 

"Second." 

"So  voted." 

The  discussion  now  turns  to  per- 
sonnel matters.  Miller  suggests  that  a 
certain  executive  is  ready  for  promo- 
tion, which  can  now  be  accomplished 


with  a  period  of  transition  with  ex- 
isting management.  The  move  in- 
volves a  major  relocation,  but  it's 
back  to  a  region  where  the  execu- 
tive lived  previously.  The  board 
chuckles  and  seems  well-acquainted 
with  the  background. 

Now,  a  very  recent  development 
that  could  turn  out  to  be  significant. 
An  investment  banker  has  suggested 
to  Miller  that  a  product  line  of  a 
major  manufacturer  might  be  avail- 
able for  acquisition.  The  product  line 
is  complementar)'  with  one  of  Tex- 
tron's operations,  with  some  con- 
tracyclicality  and  contraseasonality  in 
market  demand.  After  meeting  with 
the  president  of  the  other  company 
and  studying  the  numbers.  Miller 
concluded  that  the  investment  was 
too  large  in  relation  to  the  possible 
advantages  to  Textron. 

But  then,  somewhat  to  Miller's  sur- 
prise, the  other  corporation's  presi- 
dent indicated  that  he  might  like  to 
reverse  the  order  and  buy  the  Tex- 
tron product  line. 

"Our  position  is  that  we  should  be 
willing  to  consider  such  a  spin-off  if 
there   was   a    good   product   fit,    con 
tinuity   and   opportunity   for   the   em 
ployees  and  a  satisfactory  price,"  sa\  s 
Miller.    "It's   a    small    investment   for 
them,    while    our    buying    their    liiK 
would   involve   a   relatively   large    in 
vestment  for  us.  Our  persoimel  prol' 
lems  in  selling  should  be  nil  since  oui 
key  personnel  could  be  placed  in  otli 
er  positions  within  Textron,  and  otlic  i 
employees  would  be  continuing  in  an 
operation  with  greater  potential." 

"What  about  price?" 

"Our  unit  has  excellent  profitabilitx 
on  its  investment.  The  net  worth  in 
relatively   low.    The   price   shouUl   Ix 
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PanAm. 
he  all-7i7airline  across 
the  North  Atlantic 


That  fact  should  make  things  easy  for  you. 
Not  only  in  choosing  your  airline,  but  in  putting 
your  trip  together.  And  enjoying  it. 

To  Europe  by  the  end  of  spring,  we'll  be  the 
only  U.S.  airline  flying  only  big.  comfortable  747s 
across  the  North  Atlantic. 

If  you're  going  to  be  crossing  the  wide 
Pacific,  we'll  have  nothing  but  comfort  for  you 
there,  too.  Every  flight  will  be  a  747. 

When  we  go  to  Tokyo  from  Los  Angeles  and 
New  York,  we  use  our  new  747  SP.  Which  gives 
us  (and  you)  the  only  non-stops  to  Japan  from 

See  your  travel  agent. 


those  cities.  Which  also,  naturally,  results  in  the 
fastest  flight  to  Tokyo  from  those  cities. 

At  Pan  Am,  you  don't  pay  a  penny  extra  for 
having  the  world's  largest  fleet  of  747s  at  your 
beck  and  call. 

And  speaking  of  calling,  why  not  call  your 
travel  agent. 

He'll  give  you  our  schedules  and  work  out 
your  trip  with  you.  And  most  likely  that  won't  cost 
you  a  penny  extra  either. 


Americas  airline  to  the  world. 


Write  Frank  Alspaugh,  Div  of  Industrial  Development,  Rm  C05  State  Office  Bldg.  Richmond,  Va  23219  Phone  (804)  786  3791 


MAPCO's  growth  in  the  sale  of  energy  continued 
in  1975.  We  sold  approximately  132  trillion 
BTU's  of  coal,  oil,  gas  and  gas  liquids  in  1975, 
up  18%  from  1974. 

Considering  today's  energy  needs,  we  like  this 
kind  of  growth.  For  more  information  about 
MAPCO's  growth  in  energy,  write  for  our 
1975  Annual  Report. 


well  over  book,  and  assure  a  profit  to 
Textron  until  the  payment  we  receive 
can  be  reinvested,"  proposes  Miller. 
There  is  further  discussion  with  var- 
ious viewpoints  on  an  appropriate 
selling  price. 

The  Textron  executive  committee 
makes  it  clear  they  feel  the  project 
is  worth  pursuing. 

The  meeting  now  turns  again  back 
to  routine  matters:  Some  board  com- 
mittee assignments  are  changed;  there 
is  a  discussion  of  phasing  out  a  sub- 
sidiary's board.  A  local  civil  project 
is  reviewed,  and  future  board  meet- 
ings are  scheduled.  Miller  reviews 
with  the  board  a  previously  discussed 
trip  to  Poland  and  Yugoslavia,  where 
Textron  has  major  projects  under  way 
and  where  there  may  be  significant 
future  trade  potential. 

"I  think  it  would  help  build  rela- 
tionships with  prospective  customers 
to  have  the  attendance  of  the  full 
board,"  says  Miller.  "And  we'd  prefer 
to  take  the  spouses,  if  possible.  This 
would  also  help  in  developing  better 
mutual  understanding  for  future  busi- 
ness associations." 

"They'll  go  if  invited,"  chuckles 
Harx'ey  Gaylord. 

Editing  Committee 

Finally  it  is  time  for  Bob  Eisen- 
hauer,  vice  president  of  Corporate  Re- 
lations, to  review  Textron's  advertising 
program.  The  rear  projection  screen 
refuses  to  display  his  new  television 
spot.  While  Miller  gives  background 
("The  story  of  a  company  that  started 
in  the  Twenties  with  $10,000  in  bor- 
rowed money  .  .  ."),  with  a  little  as- 
sistance from  his  directors  ("Ever  pay 
that  back?"),  another  Textron  execu- 
tive has  a  go  at  the  projector  control 
panel.  Eisenhauer  looks  mildly  dis- 
gusted. It's  bad  enough  having  to 
shepherd  a  Forbes  reporter  to  a  board 
meeting,  plus  giving  an  advertising 
presentation,  but  now  the  blasted  pro- 
jector won't  work.  .  .  . 

After  two  executive  conferences 
with  the  lady  in  the  rear  projection 
room,  the  film  clip  comes  on.  The 
board  is  pleased,  but  upon  reviewing 
Textron's  print  advertising,  Paul  Fye 
cannot  resist  the  editorial  urge. 

"Of  course,  you  know  far  more 
about  this  than  I,"  he  begins,  "but  I 
wonder  if  you  would  consider  chang- 
ing that  headline  to  'How  Private 
Enterprise  Works'  and  setting  that  in 
bold-faced  type?" 

"We  certainly  would  con.sidcr  it," 
deadpans  Eisenhauer. 

"Not  a  bad  thought.  Sotinds  bet- 
ter," offers  Chairman  Miller. 

"Uh  huh,"  says  Eisenhauer. 

"How  about  that  for  an  enthusias- 
tic response!"  laughs  Miller,  and  the 
meeting  is  adjourned.    ■ 
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Nobody  likes  to  bite  the  bullet. 


If  you  ran  your  business  the  way 
some  hospitals  run  theirs,  you'd  be  in 
trouble.  Which  is  exactly  what's  hap- 
p>ening  to  many  good  hospitals.  As  a 
hospital  board  member,  consulteuit,  or 
f)£itient,  yo^ji've  got  to  face  facts:  a 
hospital  is  as  much  a  business  as  a 
socickl  institution. 

Some  hospitals  provide  both  quality 
care  cind  eeirnings.  They  have  to.  As  part 
of  investor-owned  me^^agement 
companies,  they  are  profit  centers. 

In  the  pasf  20  years,  American 


Medical  International,  the  original 
investor-owned  hospital  management 
company,  has  created  management 
progreuTvs  and  ofjerationd  controls  to 
ensure  profitability.  Today  AMI  manages 
over  50  hospitals.  AMI  programs  control 
more  than  $250  million  in  annual 
hospital  revenues  world  wide. 

As  the  meinagement  services  division 
of  AMI.  PROFESSIONAL  HOSPITAL 
SERVICES  is  assisting  the  management 
of  120  large  and  small  hospitals  to 
utilize  these  proven  programr»s  in  the 


administration  of  their  own  facilities. 

The  PHS  progreim  ediows  the 
hospital  to  contract  for  meinagement 
services  it  needs,  without  having  to 
take  on  those  it  doesn't.  The  last  thing 
to  consider  is  a  totd  management 
system. 

If  you  have  responsibility  for  a 
hospital  in  your  community,  and  wish 
more  information  on  PHS,  direct  your 
inquiries  to  Robert  J.  Samsel,  Vice 
President.  We'll  help  you  make  good 
health  care  good  business. 


PMFESSIONHL^JIOSPmiL  SERVICES 

a  division  of  ■■■■  HB^V  © 
AMERICAN  MEDICAL  INTERNATIONAL  INC.  •  414  NORTH  CAMDEN  DRIVE,  BEVERLY  HILLS,  CALIFORNIA  90210  •  (213)278  4020 
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But  That  Isn't  Real  Life 
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If  you  ask  an  outside  auditor  whom  he 
reports  to,  he's  apt  to  waffle  a  bit. 


"Theoretically,  it  would  be  great  to 
have  the  stockholders  pick  the  out- 
side auditors,  and  the  auditors  are  at 
arm's  length  with  management,  and 
everything  is  very  independent,  and 
everybody  gets  a  comfortable  feeling," 
remarks  William  Gladstone,  manag- 
ing partner  of  Arthur  Young  &  Co.'s 
New  York  office. 

"But  that  isn't  real  life. 

"Realistically,"  he  goes  on,  "man- 
agement selects  the  auditors."  The 
fact  that  outside  auditors  are  ap- 
pointed by  boards  of  directors  with 
stockholder  approval  has  become  a 
legal  fiction,  says  Gladstone. 

"Real  life"  is  also  that  outside  audi- 
tors report  to  management— not  to 
boards  of  directors  as  they  are  sup- 
posed to.  While  most  boards  now 
have  an  audit  committee  (generally 
added— at  the  urging  of  outside  audi- 
tors—in the  past  six  or  seven  years), 
it  usually  meets  with  these  outside 
auditors  for  only  four  or  five  hours 
twice  yearly.  Says  Gladstone:  "Nine- 
ty-nine percent  of  all  problems  that 
come  up  are  settled  with  manage- 
ment. It's  very,  very  unusual  to  go  to 
the  board  with  a  problem." 

Belatedly,  some  boards  now  wish 
the  outside  auditors  had  come  to 
them  with  those  problems.  One  of 
those  boards  is  an  Arthur  Young  cli- 
ent named  Lockheed  Aircraft. 

For  obvious  reasons,  Gladstone 
doesn't  want  to  talk  about  Lockheed. 
But  he  defends  the  way  his  competi- 
tors at  Price,  Waterhouse  &  Co.  audit- 
ed Gulf  Oil,  which  has  confessed  to 
equally  massive  overseas  payoffs. 

"I  don't  think  a  typical  audit  is  de- 


signed to  uncover  even  things  of  that 
magnitude  in  a  company  of  that  size," 
he  says.  "Auditors  don't  audit  ev- 
erything. False  entries  made  by  peo- 
ple in  responsible  positions— auditors 
can't  pick  that  up." 

Nevertheless,  the  recent  publicity 
about  corporate  overseas  payoffs  has 
reminded  boards  of  directors  that  the 
auditors  are  in  fact  their  investigative 
arm.  This  worries  Bill  Gladstone. 

"You  can't  be  an  adversary  and  do 
an  audit  of  a  company,"  he  asserts. 
"Primarily,  a  board's  information 
about  a  company  should  come  from 
management.  If  the  board  members 
don't  think  they've  got  management 
who  will  give  them  the  information, 
then  they  ought  to  get  other  manage- 
ment. You  shouldn't  find  out  what's 
going  on  in  a  company  from  the 
auditors  unless  the  company's  with- 
holding something.  And  then,  of 
course,  you  have  this  contact  with 
the  auditors  at  least  twice  a  year— 
you  can  call  them  anytime  you  want." 

What's  The  Point? 

Then  why  bother  hiring  an  inde- 
pendent outside  auditor  in  the  first 
place?  If  you're  never  going  to  be  in 
an  adversary  relationship  with  man- 
agement, then  your  independence  is 
worthless,  isn't  it? 

"When  you  get  close  to  manage- 
ment," says  Gladstone,  "it  doesn't  hurt 
your  independence,  it  enhances  it." 

How's  that  again? 

"It's  not  wrong  to  be  imaginative, 
say,  in  helping  management  account 
for  an  acquisition,"  he  goes  on.  "That's 
proper.  If  you're  constantly  finding  out 


how  you  can  do  things  for  them,  and 
they  know  you're  not  a  'no'  fellow  but 
somebody  who's  positive,  then  when 
you  say,  'Well,  you  just  can't  account 
for  something  that  way— that's  wrong,' 
they  say  'O.K.,  we  won't.'  But  if  your 
position  is  one  of  an  adversary  all 
along  the  way  and  you're  always  say- 
ing, 'no,  no,  no'— and  you  say  'no' 
again  on  an  important  point,  they'll 
say,  'The  hell  with  him  I  We're  just  go- 
ing to  do  it  and  if  he  doesn't  like  it  he 
can  qualify  his  report.'  So  the  better 
relationships  are  where  you're  a  plus 
to  the  company— helpful  to  them." 

For  such  obliging  auditors  with  a 
"positive"  attitude,  management  can 
be  equally  helpful.  It  can,  say,  chan- 
nel lucrative  corporate  business  to  the 
auditor's  tax  and  management  con- 
sulting associates.  Gladstone  concedes 
that  "a  very  large  percentage"  of  Ar- 
thur Young's  tax  and  consulting  busi- 
ness is  with  its  audit  partners. 

Isn't  that  a  conflict  of  interest? 
"We  don't  view  it  that  way,"  says 
Gladstone.  "Because  anything  we  can 
do  to  improve  controls  makes  it  a 
better  audit." 

Of  course,  it  is  not  the  independent 
auditors  who  are  to  blame  for  loving 
the  hand  that  feeds  them.  The  fault 
lies  with  the  board  of  directors  for 
abdicating  its  oversight  function  to 
such  an  extent  that  its  hired  investi- 
gators, the  auditors,  look  upon  their 
allegiance  to  the  board  as  a  polite  fic- 
tion. Under  such  circumstances  it  is  a 
frail  defense  to  cry,  as  did  the  out- 
side directors  of  Gulf  Oil:  "We  weren't 
kept  fully  informed."  They  could 
have  asked  the  auditors.   ■ 
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N  OF  EXCELLENCE  I 


W/ien  should  you  buy  your  first  Cadillac? 


Only  you  can  decide  when  the 
time  is  right.  But  you  might  be 
interested  to  know  that  more 
and  more  people  are  making 
that  decision  early  in  life. 
Over  the  last  three  years,  the 


percentage  of  Cadillac  owners 
under  35  increased  26%. 

During  this  same  period  of  time, 
the  percentage  of  Eldorado  owners 
in  this  particular  age  group 
increased  22%. 


Why  are  these  young 
drivers  choosing  Cadillac? 
It  could  be  that  good  judgment 
isn't  a  matter  of  age.  It's  a 
matter  of  recognizing 
real  value. 


Clark  tractor  shovels  take  on  the  toughest  jobs. 


Clark  crawler  crane  has  capacity  up  to  300  tons. 

JfT! 
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A  Clark  hydraulic  crane  works  on 
Chicago's  Lake  Shore  Drive.  Wt<'- 


A  uinl<)ue  elevator  drive  helps  Clark  scrapers  dig  In. 
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New  Clark  contractor's  lift  truck  built  for  rough-terrain  work. 


Vehicle  builders  worldwide,  and  their  customers, 
rely  on  Clark  powershift  transmissions. 


.•Tfiat       '-?• 


Clark  gets 
it  done 


You  can  count  on  it.  Because  the  equipment 

is  good  to  begin  with.  And  because  your  Clark  dealer 

knows  how  to  keep  it  that  way.  When  you're  under 

pressure  to  get  a  job  done,  that's  good  to  know. 

Clark  Equipment  Company,  Buchanan,  Michigan  49107 


trie  Clarklift  carefully  stacks  chemical  containers. 


Melroe  Bobcat  backhoe  helps 
lay  a  new  underground  line. 
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raste  watchers 
and  see  how  the  right  paper  service 
can  give  you  more  for  your 
maintenance  dollar. 


Bigger  is  better. 

When  it  comes  to  saving  mainte- 
nance time,  a  bigger  paper  service 
is  almost  always  better.  And  Fort 
Howard  has  a  bigger  paper  service 
for  almost  every  need. 

Like  a  large-roll  tissue  service 
and  a  large-roll  towel  service  that 
cuts  changing  time  almost  in  half. 
And  a  folded  towel  service  that 
uses  a  larger  cabinet  to  cut  refills 
and  reduce  refilling  time. 


Billow^  Tissue  is  bigger. 

Take  our  Billow  tissue,  for  example. 
It  has  1800  sheets  in  each  roll.  Yet  it 
will  fit  on  most  fixtures  that  hold 
a  standard  1000-sheet  roll  of  tissue. 

The  result?  Your  maintenance 
man  has  to  come  around  less  often. 
So  he  has  more  time  for  other  duties. 
Be  a  waste  watcher. 
Call  your  Fort  Howard  distributor 
and  become  a  waste  watcher.  Before 
another  minute  slips  away. 


Fort  Howard  Paper 

Green  Bay.  Wisconsin  54305  ■ 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


When  The  Directors  Fire  The  Boss 


The  blowup  can  come  fast,  it  can  come  slow,  and  sometimes  the  trauma  lingers  on. 


"Firing  the  chief  executive  is  a  dirty 
job,"  says  veteran  director  Donald  K. 
David.  "But  that's  what  being  on  a 
board  is  all  about." 

Below,  Forbes  examines  three 
cases  where  the  board  fired  the  boss. 
We  found  that  the  firing  of  Chairman 
Bob  R.  Dorsey  by  the  Gulf  Oil  Corp. 
board  over  a  secret  slush  fund  af- 
fected the  directors'  attitudes  more 
deeply  than  the  new  chairman,  Jerry 
McAfee,  may  realize.  We  focus  on  the 
Great  Adantic  &  Pacific  Tea  Co.  and 
see  how  Chairman  Ralph  Burger's 
tight-lipped,  inbred  policies  continued 
even  after  he  was  fired  by  the  board. 
And  we  examine  Donald  Kircher's 
ouster  at  the  Singer  Co.  Would  the 
outside  directors  have  become  such 
a  "take-charge"  group  if  Kircher's 
health  had  been  better? 

Together  they  show,  we  think,  that 
the  era  of  the  board  as  a  rubber 
stamp  is  dying— not  with  a  whimper 
but  with  a  bang. 

Gulf:  A  Cracked  Disc? 

"I  said  that?  Tell  me  more,"  Jerry 
McAfee,  the  new  chairman  of  the 
Gulf  Oil  Corp.,  rumbles  across  the 
luncheon  table  to  one  of  his  three 
public  relations  people  meeting  with 
a  Forbes  reporter.  The  public  rela- 
tions man  squirms  and  repeats  that 
McAfee  sees  his  role  as  "being  a  ser- 
vant of  the  board  of  directors." 

"Now  wait  a  minute,"  McAfee 
says,  raising  his  voice.  "That  just  ap- 
plies to  what  the  ad  hoc  committee 
asks  for  in  carrying  out  the  McCloy 
Report,"  he  goes  on.  "I  wasn't  over- 
joyed at  their  first  request— to  write 
all  those  politicians  and  ask  for  our 
money  back.  I  don't  think  it  helped 
us  in  Washington.  I  even  put  off  a 
'friendly'  visit.  And  I  sure  didn't  mean 
servant  the  way  you  put  it." 

A  big,  bluff  and  friendly  man,  Jerry 
McAfee  isn't  the  type  who  will  say 
something  he  doesn't  believe  simply 
to  have  a  public  relations  effect.  He 
makes  it  clear  he  thinks  a  boss  should 
be  a  boss.  The  fact  that  one  chief 
executive  stumbled  and  fell,  he  feels, 
doesn't  mean  that  his  successor  should 
run  scared.  He'd  like  to  operate  the 
Gulf  board  the  way  he  did  the  12- 
man  board* of  Gulf  Oil  Canada  for 
seven  years.  Most  of  his  outside  direc- 
tors ran  their  own  big  Canadian  com- 
panies. They'd  offer  general  advice, 
but  it  was  McAfee's  show. 

Nevertheless,  the  Gulf  Oil  board— 
"my  lucky   13,"  as   McAfee   calls   it— 


doesn't  plan  on  being  a  rubber  stamp. 
From  talks  with  three  of  the  nine  out- 
side directors  (the  others  cited  legal 
bars  to  talking),  including  a  mem- 
ber of  the  Mellon  family,  which  con- 
trols 20%  of  Gulf's  stock,  Forbes  be- 
lieves the  board  has  the  bit  in  its  teeth. 

"It's  not  wholesome  to  assume  any- 
more that  top  management  is  always 
right  in  what  it  wants  to  do,"  says 
James  Mellon  Walton,  a  director  who 
is  president  of  the  Carnegie  Institute 
and  Carnegie  Library  of  Kttsburgh. 
He's  a  great-grandson  of  William 
Larimer  Mellon,  Gulf's  founder,  and 
for  ten  years  was  a  Gulf  Oil  execu- 
tive, serving  mostly  in  a  number 
of  overseas  posts.  "You  just  can't  play 
at  being  on  a  board  anymore  as  if 
it  were  a  club,"  he  says.  "There  are 
duties— and  besides  that,  there  are 
consequences." 

Sister  Jane  ScuUy,  president  of  Pitts- 
burgh's Carlow  College,  agrees.  Dor- 
sey may  have  brought  the  perky  nun 
to  the  Gulf  board  in  1975  believing 
she  would  take  to  heart  his  lectures 
to  her  on  "corporate  strength  and 
unity."  But  she  met  with  Dorsey  be- 
fore the  showdown  meeting  in  Jan- 
uary and  said  she'd  vote  to  fire  him. 
Apparently  he'd  read  "survival"  in  the 
McCloy  Report,  and  she  decided  she 
had  better  get  independent. 

"I'm  going  to  represent  myself  on 
the  board,"  she  says.  "I'm  a  private 
citizen  and  I  have  rights.  But  I  want 
to  bring  the  voices  of  other  groups 
"I  hear  abroad  in  the  land.  For 
Gulf's  management  is  isolated.  They 
all  eat  at  the  Duquesne  Club  and  min- 
gle with  other  executives.  I  don't  eat 
at  the  Duquesne  Club.  I  don't  move 
in  those  circles,  and  I'm  privy  to  a  lot 
of  opinions  that  are  not  complimen- 
tary of  Gulf." 

George  Kozmetsky,  dean  of  the 
University  of  Texas  business  school, 
isn't  planning  just  to  sit  there  and 
smile  either.  He  is  quite  prepared,  if 
necessary,  to  bite  the  hand  that  feeds 
him.  Dorsey  spoke  of  "all  the  good 
ol'  Texas  and  Oklahoma  boys  at 
Gulf"  in  encouraging  Kozmetsky,  co- 
founder  of  Teledyne  Inc.,  to  come  on 
the  board.  Dorsey 's  wife  addressed 
Kozmetsky's  married  students  on  "how 
to  survive  in  the  corporate  jungle." 
Dorsey's  son  was  a  student  there. 
But  in  the  end  Kozmetsky  voted  to 
oust  Doisey  rather  than  placing  con- 
trol in  the  hands  of  a  troika  of  ex- 
ecutives including  Dorsey.  Now  Koz- 
metsky worries  a  lot  about  the  lia- 
bility of  directors  who  don't  get  the 


New  Gulf  Chairman  McAfee 

full  story  from  management. 

"I  think  a  board  has  the  responsi- 
bility not  to  put  a  chief  executive  in 
that  kind  of  a  situation  again,"  says 
Kozmetsky.  "The  CEO  must  lay  it  all 
out  there  ahead  of  time  to  the  board 
—domestic  and  foreign  contributions, 
payoffs,  proposed  bribes,  conflicts  of 
interest,  everything.  He  can't  expect 
privacy  anymore." 

McAfee  isn't  prepared  to  go  that 
far,  although  he  will  order  the  broad- 
er audits  proposed  by  the  McCloy 
Report.  "I'm  not  about  to  hide  be- 
hind the  trousers,  or  skirts  and 
trousers,  of  the  board,"  he  says. 

Gulf,  he  says,  will  go  on  making 
political  contributions  where  legal. 
Guidelines  are  being  written  by  the 
ad  hoc  committee  and  by  Walton's 
new  business  principles  committee. 

"This  approach  works  in  Canada 
where  contributions  to  political  par- 
ties are  legal,"  says  McAfee.  "We  sup- 
ported the  two  main  parties,  but  not 
the  NDP,  which  wants  to  nationalize, 
nor  the  communists."  McAfee  can't  xm- 
derstand  why  a  niunber  of  U.S.  cor- 
porations have  said  they  will  cut  out 
all  types  of  payments  everywhere. 
"That's  cockeyed,"  he  says. 

Walton,  who  is  sitting  in  the  office 
Andrew  Carnegie  used  in  Pittsburgh, 
is    embarrassed    by    questions    about 
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contributions.  He  blanches  and  whis- 
pers "no  comment"  when  asked  why 
the  directors  had  no  hint  of  Gulf's  il- 
licit payoffs  since  they  extended  over 
13  years.  "This  Watergate  thing  really 
has  had  an  impact,"  he  says.  "You 
just  can't  sit  there  like  a  lump  on  a 
log  anymore.  You  have  to  ask  ques- 
tions about  everything.  We  will  live 
by  our  new  set  of  principles." 

Sister  Jane  wants  to  go  further  than 
McAfee  does.  "I  think  you  just  say, 
'We  cease  and  desist.  We  won't  pay 
one  dollar  to  anyone  just  to  do  busi- 
ness.' "  She  asks  for  a  new  Magna 
Carta  of  American  Business  with  sup- 
port of  the  State  Department  so  Gulf 
won't  get  into  the  same  mess  it  did 
in  South  Korea  and  Italy  where  it 
was  encouraged  to  support  govern- 
ments friendly  to  the  U.S. 

McAfee  wishes  to  tread  carefully 
within  the  law.  But  he  doesn't  want 
his  hands  tied.  "We  live  in  a  world 
that  is  alive  and  growing,"  he  says. 
"Politics  is  a  part  of  it  and  we've  got 
to  have  a  proper  part  in  politics." 
But  what's  "proper"? 

Kozmetsky  says,  "I've  changed  my 
view  about  the  responsibility  of  di- 
rectors since  Watergate.  The  director 
now  has  to  respond  to  pressures  from 
society  at  large  as  well  as  the  share- 
holders. We  can  program  all  the  com- 


pliances we  have  to  make  and  mea- 
sure the  adequacy  of  our  response. 
Sometimes  a  dumb  computer  can  do 
better  than  a  bright  CEO." 

McAfee  is  worried  about  how  so- 
ciety views  Gulf,  but  his  approach  is 
in  terms  of  obtaining  more  manage- 
ment independence.  HeTl  take  a  look, 
for  instance,  at  the  possible  conflict 
in  James  H.  Higgins,  chairman  of  the 
Mellon  Bank,  sitting  on  the  board 
while  the  bank  handles  most  of  Gulfs 
$685-million  pension  fund.  * 

"Gulf  is  a  lot  different  than  it  was  in 
the  1950s  when  Richard  King  Mel- 
lon was  active,"  says  McAfee.  "The 
general  spoke  with  authority  and  had 
a  lot  of  influence.  But  there  is  no 
overriding  Mellon  influence  today.  As 
for  those  who  say  that  Gulf  wouldn't 
have  gotten  into  trouble  if  Dick  Mel- 
lon were  still  around,  well,  he  was  on 
the  Penn  Central  board,  and  look 
what  happened  there." 

Guiding  Principle 

McAfee  then  moves  his  declaration 
of  independence  a  step  further.  "What 
the  board  does  has  to  be  defined  sep- 
arately from  what  management 
should  do.  In  no  way  is  an  outside  di- 
rector in  a  position  to  intelUgently 
manage  a  company.  Those  who  have 
tried  have  regretted  it,  and  I  hope  we 


don't  fall  into  that  trap." 

Clearly  the  stage  is  set  for  a  lively 
tussle  between  boss  and  board  in 
many  areas.  "Executive  pay  has  been 
allowed  to  expand  willy-nilly,"  says 
Sister  Jane,  who  is  on  the  compensa- 
tion committee.  "Managers  have  set 
themselves  up  as  a  princely  group. 
Well  look   closely   at   compensation." 

"The  compensation  of  top  execu- 
tives will  have  to  be  looked  at  very 
carefully,"  says  Walton.  "This  is  where 
we  can  really  get  down  to  evaluating 
management,"  says  Kozmetsky. 

McAfee  is  frankly  surprised  that 
board  members  plan  to  zero  in  on  the 
question  of  pay.  "I'm  not  aware  that 
we're  out  of  line  on  either  side  of  the 
ledger,"  he  says.  "But  then  I'm  only 
the  chief  executive." 

The  ousted  Dorsey  said  he  didn't 
need  the  board's  authorization  to 
make  the  illegal  contributions  and  that 
telling  the  board  would  have  embar- 
rassed both  Gulf  and  the  recipients. 
That  kind  of  thing  doesn't  go  any 
longer.  Jerry  McAfee  has  been  with 
Gulf  for  30  years,  and  his  father 
worked  there  (as  a  Gulf  chemist)  be- 
fore him.  As  a  company  man,  he  will 
have  problems  getting  used  to  the 
new  setup,  because  the  line  between 
the  boss's  authority  and  the  board's 
is  clearly  a  shadowy  one  today.  ■ 


THE  SUBJECT 
IS  A  STICKY  ONE 


Adhesives. 

But  there's  nothing  much  we  don't 
tackle,  when  it  comes  right  down  to  it. 

Adhesives  are  as  much  a  part  of  our 
company  as  sealants  around  doors.  So  are 
paint  cans,  of  course.  But  they're  just  a 
drop  in  the  bucket  when  you  consider  that 
we  make  more  than  a  million  metal 
containers  a  day,  most  of  which  we  sell  to  other  companies. 

We're  a  factor  in  a  lot  of  other  things,  too.  Take  the  low-energy 

coatings  that  are  taking  the  heat  off  manufacturers,  for  example.  And  we're 

also  a  leading  retailer  of  decorating  products.  ^Lj^rtiiiii^ 

If  we  keep  sticking  to  the  job,  who  knows  how  far        TlAnS-TttiQ 

we  can  go?  UJJU|§|Ug 

®  —  1976  The  Sherwin-Williams  Company 
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"We 

Should  Have 

Moved 

A  Lot 

Sooner'^ 

Once  upon  a  time,  A&P  was  a  hermit 
kingdom.  Chairman  Ralph  Burger 
was  the  king,  "as  imperious  as  all  get 
out,"  recalls  Donald  K.  David,  an 
A&P  director  for  16  years. 

Eventually,  that  brought  Burger 
tumbling  down  at  the  Great  Atlantic 
&  Pacific  Tea  Co.,  but  it  didn't  crack 
the  door  to  the  hermit  kingdom  until 
1974  when  Jonathan  L.  Scott,  an  out- 
sider from  the  Albertson's  supermar- 
ket chain,  was  finally  ushered  in.  But 
Burger's  story  has  a  moral. 

He  was  first  a  commoner.  He  had 
been  a  private  secretary  to  John  A. 
and  George  L.  Hartford,  the  sons  of 
founder  George  Huntington  Hartford. 
Before  Mr.  George  L.  died  in  1957, 
he  called  Burger,  then  68,  to  his  bed- 
side and  whispered,  "Ralph,  take  care 
of  the  organization." 

And  so  Ralph  did.  He  seemed  to 
want  nothing  for  himself,  except  pow- 
er within  the  world's  largest  grocery 
chain.  He  had  become  chairman  of 
A&P  and  chairman  of  the  John  Hart- 
ford Foundation,  which  controlled 
40%  of  A&P's  common,  in  1951  when 
Mr.  John  died.  But  rather  than  mov- 
ing into  Mr.  John's  expansive  quarters 
in  New  York's  Graybar  building, 
Burger  stayed  holed  up  in  his  own 
drab  office.  It  is  said  he  worked  vir- 
tually 365  days  a  year.  Around  him 
was  a  court  of  devoted  A&P  men. 
The  average  age  of  11  top  managers 
was  66,  and  the  head  of  the  Atlantic 
&  Southern  division  a  bowed  82. 

"As  their  chief,"  says  David,  "Bur- 
ger considered  himself  the  reincarna- 
tion of  old  John  Hartford,  even  to 
the  point  of  wearing  a  flower  in  his 
lapel  every  day  from  Hartford's  green- 
house. He  tried  to  carry  out,  against 
all  opposition,  what  he  thought  Mr. 
John  would  Iiave  bked." 

That  happened  to  be  out  of  date. 
After  their  father's  death  in  1917, 
John  and  George  built  thousands  of 
small  stores  that  fitted  the  style  of 
then  small-town  America.  But  in  the 
1950s,  with  competitors  building  sub- 


urban supermarkets,  A&P  refused  to 
change  its  approach.  And  Burger  con- 
tinued to  pinch  pennies  from  A&P's 
$5-billion  volume,  holding  net  mar- 
gins below  1%.  He  opposed  the  long- 
term  leases  needed  to  get  A&P  into 
major  shopping  centers.  He  stuck 
with  A&P  private  labels  against  na- 
tional brands,  and  in  rural  areas  even 
retained  horse-drawn  grocery  delivery. 
But  Burger's  real  flaw  may  have 
been  that  while  he  acted  the  abso- 
lute ruler,  his  hold  on  A&P  was  fragile. 
For  60%  of  the  stock  was  owned  by 
a  diverse  bunch  of  Hartford  heirs. 
And  when  Mr.  George  died,  a  voting 
trust  that  had  kept  that  stock  in  his 
and  Mr,  John's  ball  park  suddenly 
dissolved.  Burger  had  to  take  A&P 
public  and  list  its  stock  on  the  Big 
Board.  The  heirs,  all  on  the  other  side 
of  the  family  from  George  and 
John,  could  do  as  they  saw  fit. 

The  Challenge 

They  saw  fit  to  oppose  King  Bur- 
ger. And  with  the  help  of  attorneys 
they  placed  six  outside  directors  on 
Burger's  board.  The  outsiders  includ- 
ed David,  vice  chairman  of  the  Ford 
Foundation,  former  dean  of  the  Har- 
vard Business  School  and  director  of 
such  companies  as  General  Electric 
and  Ford;  R.  Manning  Brown,  now 
chainnan  of  New  York  Life  Insurance 
Co.  but  then  a  youthful  vice  presi- 
dent there  in  charge  of  real  estate; 
and  Gwilym  Price,  chairman  of  West- 
inghouse  Electric. 

"Since  A&P  had  never  had  any  out- 
side directors,"  says  Manning  Brown, 
"there  had  to  be  quite  a  learning  pro- 
cess on  both  sides." 

Though  prodded,  the  directors 
didn't  go  after  Burger  right  away.  But 
they  soon  found  he  saw  them  as  mere 
shadows.  "The  insiders  would  meet 
and  make  up  their  minds  and  then 
come  to  board  meetings  and  vote  as 
a  bloc,"  David  recalls.  "Before  long, 
it  grew  on  us  that  A&P  was  in  real 
trouble."  This  was  in  1958-59. 


Ralph  Burger 

At  the  end  of  1962,  when  Biu-- 
ger  was  73,  the  directors  hinted  that 
he  bring  along  younger  top  managers 
to  help  him.  Burger  refused.  Instead, 
he  selected  a  46-year  A&P  man,  John 
D.  Ehrgott,  67,  as  president.  "Burger 
just  wouldn't  involve  us  in  planning  to 
the  extent  we  thought  we  should  have 
been  involved,"  says  Brown.  "And 
we  were  handicapped  because  often 
we  didn't  know  what  questions  to  ask, 
or  know  what  we  should  be  seeking." 

But  several  months  later,  the  out- 
side six  on  the  20-man  board  got 
tough.  They  were  able  to  do  so,  David 
recalls,  "because  we  caught  Burger  in 
several  misstatements  of  fact  about  op- 
erations. He  wouldn't  come  clean  with 
the  board."  And  the  outsiders  now  had 
an  ally  in  a  vice  president  who  began 
to  give  them  information.  One  tidbit 
concerned  a  meeting  held  with  vet- 
eran A&P  employees  to  announce  a  lu- 
crative but  unfunded  pension  plan. 
"We  have  done  absolutely  nothing 
for  shareholders,"  Burger  boasted. 

Burger  predicted  to  directors  that 
1963  earnings  would  rise;  instead, 
they  were  to  fall.  Rather  than  wait 
for  a  board  meeting,  the  outsiders, 
led  by  David,  phoned  Burger  for  an 
appointment.  They  told  him  to  step 
aside  or  they  would  resign  en  masse. 

"We  simply  said,  'We  think  the 
time  has  come  for  a  change  in  man- 
agement,' "  says  Brown.  "Burger 
wasn't  enthusiastic  about  that.  But  I 
think  that  finally  he  saw  there  was 
some  merit  in  what  we  said." 

Burger  stepped  out  as  chairman 
but  he  continued  to  pull  strings  at 
A&P  from  the  foundation  board.  As 
a  member  of  the  kingdom,  Ehrgott 
was  promoted  from  president  to  chair- 
man and  chief  executive.  And  that 
became  the  pattern  of  succession 
that  A&P  would  follow,  even  though 
Safeway  raced  by  in  sales  in  1973 
and  despite  aftertax  losses  of  $51  mil- 
lion in  1972  and  $157  million  in  1974. 

Strangely,  the  tough  outside  direc- 
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Quick! 

Which  came  first 

the  chici«eii 

ortiie  lease! 


"the 
perfect 
package'' 


All  we  can  say  for  sure  is  that  the  lease  has  a  better  cost  analysis  profile. 
Particularly  if  it's  a  Ruan  lease.  In  fact,  we  call  the  Ruan  lease  "The 
Perfect  Package"  because  we  think  it  offers  everythingyou  need  to  get  top 
efficiency  from  your  transportation  dollar! 

That  includes  our  new  Fuel-Squeezer 
engine,  offering  10  to  20%  fuel  savings  over 
conventional  engines.  And  Ruan  standardi- 
zation allows  us  to  pass  along  savings 
from  volume  purchasing  and  simplified 
maintenance  operations. 

Finally,  when  you  lease  from  Ruan  you  get 
a  team  of  competent,  cost-minded  pro- 
fessionals who  would  rather  work  with  you 
than  just /or  you. 

Maybe  that's  why  so  many  of  our  satisfied 
customers  are  still  with  us. 

Now,  quick,  why  did  the  chicken  run 
across  the  road? 

ssojJD  ^unq  stfi  luojj  ujni9J  Jo  3idj  JiqHiii  n  laH  o£) 

18  RUAN  LEASING  OOMRANY 

Ruan  Leasing  Company,  3200  Ruan  Center/666  Grand  Ave..  Des  Moines,  lA  50309 
National  Toil-Free  WATS:  800-247-2108  (In  Iowa  800-362-2353) 

©1976  Ruan  Leasing  Company 
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lor  executives  and  professional  people 

LOANS  by  MAIL 
$10,000 


Any  Amount 
Desired  to  — 


Personal,     private.     No    security     required.     Your 

signature    only.    All    details    arranged    rapidly    by 

mail.    Reasonable    rates.    Please    mail    coupon 

^^.^       full   information.   No  obligation.      ^ 

'C.  E.  Wilson,  Vice  President 
POSTAL  THRIFT  LOANS,  INC.,  Dept.  15005 

703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  information  in  plain  envelope. 


Name- 


State Zif: 

^affiliate  of  The  St.    Paul  Companies, 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER'' 

Meal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  diKnified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant   HI   income  for   riKht   person. 

$U.S.45,000Cash  Will  Handle 

For  detail*  writ*  Dapt.  21,  Computer  Capital  Corp., 

6922  Hollywood  Blvd..  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463  4841 


tors  grew  quiet.  They  seemed  to  ac 
cept  the  hermit  kingdom.  John  Schi£E 
a  general  partner  at  Kiihn  Loeb 
Co.,  joined  the  board  along  with  foui 
more  outsiders.  He  says,  "These  man 
agers  were  decent  men.  You  just  don' 
throw  them  to  the  wolves." 

With  Burger  out,  the  Hartforc 
heirs  didn't  have  a  target  to  brinj 
them  together.  And  because  of  estatt 
tax  laws,  they  began  to  sell  some  o: 
their  stock.  Schiff  came  on  the  boarc 
at  the  suggestion  of  Josephine  Hart 
ford  Bryce,  Huntington  Hartford's  sis 
ter,  who  then  owned  10%.  She  hac 
been  one  of  the  few  heirs  supporting 
Burger  in  1958,  and  now  there 
seemed  to  be  no  disposition  to  rod 
the  boat,  Schiff  says. 

The  day  after  Ralph  Biu-ger's  dead 
in  1969  A&P's  stock  rose  slightly 
though  not  for  long.  By  then  the  chaii 
was  already  on  its  third  new  chie 
executive  oflBcer  from  the  inside 
"You  could  see  us  losing  position  t' 
Safeway,"  says  Schiff.  "These  wen 
dedicated  men,  doing  the  best  the- 
knew  how,  but  we  needed  ne\ 
blood."  Yet  the  board  sat  still  hopiu' 
an  insider  would  show  some  man 
agement  flair. 

Nonprofit  Pressure 

The  pressure  to  open  up  finall 
came  from  the  Hartford  Foundation 
not  the  board.  Michael  Mclntosl 
whose  wife  is  a  Hartford  heir,  helpec 
by  reminding  the  trustees  of  thei 
duties  as  fiduciaries.  But  the  loc 
really  turned  in  1973  when  A&P  ha^ 
to  borrow  outside  and  stopped  pa> 
ing  dividends  to  the  foundation.  Tb 
foundation  board  had  taken  on  soin 
real  outsiders  itself  and,  says  Schif 
they  began  talking  to  A&P  dircctoi 
about  going  outside  for  a  new  CEC 
In  1974  A&P  hired  Booz  Allen  • 
Hamilton  to  reorganize  the  conipan 
and  start  head-hunting. 

As  Jonathan  Scott  came  in,  Da\  i 
retired,  having  extended  his  boar 
time  until  the  shift  he  had  suggcstc 
almost  16  years  earlier  occurred.  On 
of  Scott's  first  moves  was  to  nominal 
three  new  directors,  including  a  won 
an,  to  replace  four  A&P  officers  o 
the  board.  For  the  first  time,  outsic 
CIS  now  dominate. 

"In  retrospect,"  says  Schiff, 
should  have  moved  a  lot  soon 
I  guess  Booz  Allen  told  us  a  lot 
things  we  already  knew.  But  once  > 
have  the  experts  look  at  the  probl' 
and  you  pay  the  bill  for  a  study,  \ 
finally  pay  attention  yourself." 

Frustrating?  Yes.   But   perliaps   1 
than   brilliai.t.    Having    deposetl    1^ 
ger,  the  directors  hadn't  realized 
was  more  of  a  symbol  of  ('Id  ways 
grocery    store    retailing    than    an 
powerful  hermit  king.  ■ 
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When 
"too  big" 

is  a  problem . . . 
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Get  the 
fastest,  simplest 
reduction  copier 
in  the  business. 


Get  letter-size  copies  from  oversize  documents, 
for  easier  handling.  For  savings  in  postage 
and  paper.  With  less  time  at  the  copier. 


Computer  print-outs,  accounting  worksheets, 
engineering  drawings,  magazine 
spreads—  the  3M  "VHS-R"  Reduction 
Copier  reduces  oversize  documents  like 
these  to  letter-size  copies  that  are  easier  to 

':ljL ';\'^^'^^'®'  ^''®'  ^^^  fr\a'\\.  And  does  it  more 
'  quickly,  more  simply  than  any  other 

reduction  copier  in  the  business. 
On  plain  paper. 

Find  out  more!  Call  your  local  3M 
Business  Products  Center. 
You'll  find  him  in 
the  Yellow  Pages. 
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For 

Reasons 

Of 

Health 

That's  the  explanation  given  last  Nov. 

10  by  the  Singer  Co.  for  the  resigna- 
tion of  Donald  P.  Kircher  as  chair- 
man, president  and  chief  executive  of- 
ficer, posts  he  had  held  for  17  years. 
Of  course,  those  in  the  know  quickly 
cited  it  as  another  abuse  of  an  over- 
used euphemism.  Wasn't  Kircher  real- 
ly fired  for  the  losses  at  the  big  con- 
glomerate? And  wasn't  a  "take 
charge"  group  of  outside  directors 
knitting  Singer  back  together  again? 

This  time  the  euphemism  seems 
apt.  "We  started  making  changes 
strictly  because  of  Kircher's  health," 
says  Ian  MacGregor,  chairman  of 
AMAX,  Inc.  He  led  a  group  of  four 
outside  directors  who  had  a  lot  to  do 
with  Singer's  change  of  command. 
But  they  were  hardly  revolutionaries. 

Kircher  ran  Singer  with  a  high 
hand,  but  he  listened  when  he  had 
to.  A  former  lawyer  and  World  War 

11  tank  commander  under  General 
George  Patton,  he  started  with  the 
assumption  that  most  of  his  decisions 
were  right.  He  built  Singer  from  a 
lagging  sewing  machine  company 
with  a  good  name  to  a  $2.5-billion 
conglomerate  in  fields  as  diverse  as 
business  machines,  aerospace,  furni- 
ture and  housing.  In  1973-74,  as  his 
game  plan  seemed  to  peter  out,  Kirch- 
er added  a   group  of  strong  outside 


Donald  Kircher 

directors  including  MacGregor;  Wil- 
liam H.  Morton,  former  president  of 
American  Express  Co.;  Arthur  J.  San- 
try  Jr.,  president  of  Combustion  En- 
gineering; and  James  W.  McKee  Jr., 
president  of  CPC  International. 

Kircher  thought  they  might  help 
with  Singer's  finances.  He  had  hastily 
bought  some  companies,  like  the 
old  Friden  calcvilator  firm.  Singer 
needed  capital  to  keep  them  going, 
but  it  also  was  building  up  long-term 
debt  at  a  rapid  pace.  In  1974  Singer 
lost  $10  million— its  first  loss  since 
1917— and  Kircher  revived  the  old  fi- 
nance committee  that  had  once  been 
made  up  of  insiders.  Morton  headed 
it  and  MacGregor  was  a  member. 

"He  wanted  to  use  the  personal 
relationships  of  the  members  of  the 


finance  committee  to  make  sure  that 
the  relations  with  the  banking  circuit 
were  optimized,"  says  MacGregor. 
"Morton  especially  was  an  old  hand 
around  banking  circles." 

Singer  began  to  go  from  bad  to 
worse.  Having  access  to  inside  finan- 
cial information  for  the  first  time 
("About  all  we'd  gotten  before  were 
lOKs,"  says  MacGregor),  the  directors 
were  able  to  match  plans  against  re- 
sults. They  didn't  like  what  they  saw. 
But  Kircher's  health  really  caused 
them  to  move,  says  MacGregor. 

Kircher's  stomach  acted  up  in  the 
spring  of  1975  and  he  entered  a 
hospital  after  an  attack  of  diverticu- 
litis. After  losing  ten  inches  of  intes- 
tine in  surgery,  he  was  plagued  by 
an  arthritic  back  and  then  phlebitis, 
which  later  also  required  surgery.  Be- 
cause of  his  health,  Kircher  missed 
the  May  8  stockholders'  meeting  at 
which  a  lot  of  Singer  investors  as- 
sailed his  policies. 

"With  a  sick  guy  who  hadn't 
trained  a  successor,  we  began  to  wor- 
ry over  where  the  fail-safe  fine  was," 
says  MacGregor.  "Who  were  the  peo- 
ple who  could  run  the  company?" 

Doggedly  wanting  to  hang  on  to 
the  CEO's  post,  Kircher  agreed  to 
change  the  executive  committee- 
made  up  of  insiders  in  the  past— so 
that  it  consisted  of  himself,  Mac- 
Gregor, McKee  and  Santry.  Over- 
modestly,  MacGregor  says,  "They 
picked  me  to  head  it  because  I  had 
the  least  resistance."  When  Kircher 
was  back  in  the  oflRce,  the  committee 
met  with  him  and  suggested  he  con- 
sider stepping  aside.  "He  said,  T  wish 
I  were  in  a  position  to  fight  more 
strongly,  and  I  don't  think  I'm  read\ 


The  Singer  Co.'s  boardroom  began  to 
feel  as  familiar  as  his  own  to 
Ian  MacGregor  of  AMAX. 


to  recommend  that  someone  else  run 
the  company.' " 

For  a  while,  the  outside  directors 
accepted  that.  But  when  Kircher's 
health  worsened  again,  they  set  up 
the  company  so  that  Morton  would 
have  the  power  of  the  CEO's  office. 
Executive  Vice  President  Edwin  J. 
Graf  was  to  serve  as  chief  operat- 
ing officer. 

For  the  inside  directors  to  have 
tried  a  shift  like  that,  says  MacGregor, 
"would  have  put  them  in  an  impos- 
sible position.  It  makes  you  wonder 
whether  there  ever  should  be  a  pre- 
ponderance of  inside  directors.  Out- 
side directors  are  supposed  to  be  rea- 
sonably detached  emotionally." 

Kircher  then  began  to  suffer  from 
more  medical  complications.  The  ex- 
ecutive committee  visited  him  while 
he  was  on  his  sickbed  and  flatly 
told  Kircher  that  he  was  going  to 
have  to  resign.  "It  was  a  very  trau- 
matic experience  for  him,"  says  Mac- 
Gregor. "It  was  not  an  easy  assign- 
ment. It  became  a  very  difficult  pe- 
riod for  all  of  us  involved." 

Head  Hunt 

After  that,  the  directors  began  to 
spend  a  lot  of  time  at  Kircher's  home 
consulting  with  him  about  personnel. 
And  they  started  to  look  outside  for 
his  replacement,  sometimes  using  an 
executive  search  firm,  Haley  Asso- 
ciates, that  Kircher  at  first  thought 
might  look  just  for  a  president  and 
chief  operating  officer. 

"All  the  members  of  the  executive 
committee  lived  in  Greenwich,"  says 
MacGregor,  "and  we'd  meet  on  the 
golf  course  or  on  my  back  porch  or 
my  office  or  Santry's  driveway  or  Mc- 
Kee's  yard  or  on  the  telephone.  I 
spent  a  couple  of  long  weekends  look- 
ing at  people." 

Before  long,  they  settled  on  Joseph 
B.  Flavin,  president  of  international 
operations  for  Xerox  Corp.,  as  their 
candidate  to  replace  Kircher.  Flavin 
was  interested  immediately,  and  vdth- 
in  a  few  weeks  the  change  was  made. 

But  having  reluctantly  grappled 
with  a  sick  CEO  and  a  sick  company 
at  the  same  'time,  will  the  outside 
group  now  be  able  to  return  to  their 
earlier,  somewhat  distant  ways?  For 
within  a  month  after  he  had  taken 
office.  Flavin  decided  to  move  Singer 
out  of  business  machines,  creating  a 
write-off  of  $325  million.  Strangely, 
the  directors  were  surprised. 

"There  wasn't  general  agreement  on 
that  among  directors  because  they  did 
not  have  enough  information  to  de- 
cide," says  MacGregor.  "But  then  di- 
rectors don't  make  decisions.  They 
pass  on  policies  that  management 
proposes." 

How's  that  again,  Ian?  ■ 


Celestron  Multipurpose  Telcscopes 


On  Display  at  Museums  and  Planetariums  Throughout  the  Country 


Tho  rhoirta      Three  reasons  why 
I  ne  unoice.    experienced  tele- 
scope enthusiasts  and  leading  col- 
leges, universities  and  science 
centers  the  world  over  repeat- 
edly select  Celestron  telescopes: 

The  Celestron  5.  A  tabletop 
observatory  for  exploring  the 
Moon,  planets,  scores  of  open  star 
clusters  and  gossamer  nebulae  at  up 
to  300X.  For  casual  observing  or  tele- 
photography, rest  the  instrument  on 
any  flat  surface,  swing  up  the 
tube  and  focus.  Close  in 
on  the  whiskers  of  a 
squirrel  at  the  near 
focus  of  20  ft.  or  the 
face  of  a  friend  at  half 
a  mile.  The  SVi-lb.  tube 
demounts  for  hand-held 
shots  at  25X.  (Size 
swung  down;  7"  x  8"  x 
16",  Wt.:  12  lbs.,  Base 
price,  including  electric 
star  tracker  and  auto- 
matic star  locater,  $595) 

The  Celestron  8.  Eight  full 
inches  of  aperture  make  this 


portable  observatory  in  a  suitcase  the 
amateur's  favorite  for  studying  the  sur- 
face features  of  Mars,  the  subdivided 
rings  of  Saturn,  the  ever-changing 
belt  structure  of  Jupiter,  the 
intricate  filamentary  detail 
of  deep-sky  nebulae,  the 
central  regions  of  glob- 
ular clusters  at  up  to 
500X.  Also  the  ulti- 
mate terrestrial  tele- 
scope or  telephoto! 
(Size  swung  down: 
9"  X  1 2"  X  22" 
Wt:  23  lbs.,  S895) 
The  Celestron  14. 
The  appeal  of  this 
prestigious,  fully 
electric  dome  instrument  is  enhanced  by  a 
unique  design  that  also  makes  it  the  world's 
largest  one-man-portable.  Demount  and  load  it 
into  your  compact  car  in  five  minutes!  Within 
range  of  the  Celestron  14,  at  up  to 
850X,  are  the  delicate  contrast  levels 
of  the  diffuse  and  planetary  nebulae, 
the  spirals  of  remote  galaxies, 
and  the  quasars.  (Size  swung 
down:  18"  x  22"  x  44",  Wt  :  108 
lbs.,  $3,750) 


Celestron  Pacific      ZSSS  Columbia  •   box  SS/B-F      •  Torrance,  CA  90503 

World's  Leading  Manufacturer  of  Compact-Portable  Telescopes 


EXPO  76  KUWAIT  Oct.  10-13 

First  International  Trade/Selling  Exposition 


Now  sell  your  company's 

products  to  over  30,000 

buyers  from  the  Arabian  Gulf 

for  $2,500. 

Meet  face-to-face  for  the  first  time  with  decision-makers  from  all 
over  the  Arabian  Gulf.  All  under  one  roof.  Reach  and  sell  direct 
to  the  people  who  really  matter — thousands  of  buyers  from 
Kuwait,  Bahrain,  Oman,  Qatar,  United  Arab  Emirates. 

Note:  Anticipated  demand  requires  your  early  application. 


^ 


Patents  International  Affiliates,  Ltd. 

540  Madison  Avenue  New  York,  N.Y.  10022 
Telephone:  (212)  755-3500  Telex:  424814  PIA  Ul 


Please  send  me  information  on  how  we  may  participate  in  EXPO' 76  Kuwait. 


Name 

Company. 
Address— 

City 

Phone 


.Title. 


State  . 


.Zip. 
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■  he  bankruptcy  of  the  Penn  Cen- 
tral still  haunts  Louis  Cabot,  chair- 
man of  Boston's  Cabot  Corp.  He 
wonders,  "What  if  I'd  left  the  board 
more  precipitately  and  said,  'I  don't 
know  what  is  going  on  here,  but  I 
don't  like  it'?  What  if  I'd  done  that 
rather  than  quietly  resigning  at  a 
time  I  hoped  it  wouldn't  cause  any 
ripples?" 

Cabot  served  on  the  Penn  Central 
board  for  a  year,  resigned  without 
announcement  a  month  before  the 
bankruptcy,  and  tried  to  put  the  ex- 
perience behind  him.  He  was  will- 
ing to  talk  with  Forbes  about  it  now 
only  because  of  the  recent  joint  settle- 
ment the  Penn  Central  management 
and  directors  made  of  their  many 
lawsuits.  Cabot  got  out  of  the  mess 
for  only  $11,000.  But,  he  wonders, 
could  he  have  halted  the  company's 
fall  or  would  his  liability  have  been 
even  larger  by  raising  public  hell, 
knowing  what  he  knew? 

None  of  these  questions  crossed 
Cabot's  mind  in  May  1969  when  he 
accepted  Chairman  Stuart  T.  Saun- 
ders' bid  to  sit  on  the  Penn  Central 
board.  He  saw  the  directorship  as  a 
jewel  to  be  added  to  his  list— director 
of  R.R.  Donnelley,  Owens-Coming 
Fiberglas  and  New  England  Tele- 
phone. "I  thought  it  was  going  to  be 
a  fascinating  experience,  and  it  would 
have  been  if  it  had  been  successful," 
he  says. 

Today  he's  prepared  to  accept  the 


To  Resign  Or  Challenge? 

Louis  Cabot  left  the  sinking  Penn  Central  silently, 
but  he  still  wonders  what  if  he'd  made  a  lot  of  noise. 


Securities  &  Exchange  Commission's 
appraisal  that  the  directors  really 
didn't  do  anything  to  arrest  the  slide 
of  the  Penn  Central.  "You  can't  say 
we  were  any  great  success  as  a 
board,"  he  notes.  "In  fact,  it's  a  hor- 
rible example." 

From  its  creation  in  the  merger  of 
the  Pennsylvania  and  New  York  Cen- 
tral railroads,  the  big  Penn  Central 
board  of  23  lacked  confidence— con- 
fidence in  itself  and  management.  A 
good  board  must  have  that,  says  a 
former  airline  executive  who  has 
served  on  the  boards  of  several  big 
corporations.  Like  Cabot,  he  quit 
quietly  when  a  chief  executive  oflBcer 
he  once  trusted  began  to  show  signs 
of  emotional  disturbance. 

"I  guess  I  just  didn't  have  time  to 
undertake  what  it  would  have  taken 
to  seek  his  replacement,"  the  execu- 
tive recalls.  "That's  a  dangerous  thing 
for  an  outside  director  to  do,  particu- 
larly by  himself.  The  others  believed 
in  his  general  ability  more  than  I  did. 
Unless  it's  absolutely  clear  you're 
right,  you  can  be  terribly  disruptive 
to  a  company  trying  that." 

The  Good  Soldier 

Cabot  lost  confidence  early  at  the 
Penn  Central  board.  "We  were  treat- 
ed like  a  rubber  stamp,"  he  says. 
"Meetings  would  last  only  an  hour 
and  a  half.  We'd  start  with  a  waiving 
of  the  minutes  of  the  prior  meeting, 
and  we'd  only  have  a  summary  of 
those.  Then  we'd  slog  through  long 
lists  of  capital  expenditiues,  items  for 
hundreds  of  difl^erent  locations  you 
never  heard  of.  Wasted  a  hell  of  a 
lot  of  time  that  way.  Then  we'd  turn 
to  the  financial  reports.  They  weren't 
in  any  form  I'd  ever  seen.  They  were 
summaries.  They  didn't  show  all  the 
facts  that  later  turned  out  to  be  cru- 
cially important.  And  we  had  them 
only  for  the  meeting. 

"Then  we'd  get  an  oral  report  from 
Saunders  or  Perlman  [Alfred  E.  Perl- 
man,  then  president].  Mostly  they 
would  tell  us  why  things  didn't  work 


out  last  quarter,  and  they'd  make 
promises  that  next  quarter  everything 
was  going  to  be  just  fine.  But  they 
had  no  plan  or  budget  so  that  you 
could  look  at  results  and  ask  some 
questions." 

Question-raising  was  frowned  up- 
on. Meetings  of  the  salary  commit- 
tee, which  Cabot  served  on,  lasted 
only  five  minutes  just  before  regular 
board  meetings.  And  the  time  was 
used  mainly  to  sign  salary  approvals. 
At  a  full  board  meeting  in  1969  the 
directors  questioned  an  earnings  press 
release,  but  were  turned  off  by  man- 
agement. Any  delay,  they  said,  would 
signal  trouble  to  reporters  waiting 
outside  the  boardroom.  "They  told 
us  the  auditors  had  approved  the 
report,  but  we  didn't  have  an  audit 
committee  and  I  never  got  to  quiz  one 
of  them  about  what  was  going  on," 
says  Cabot. 

Despite  his  uneasiness,  Cabot  de- 
cided to  play  the  good  soldier  and 
work  from  inside.  He  sent  Saunders  a 
letter  asking  that  the  Penn  Central  set 
up  yardsticks  of  what  it  wanted  to  do 
and  then  let  the  directors  review  them. 
Cabot  then  went  to  Saunders  to  talk 
about  the  letter,  but  Saunders  side- 
tracked him  into  discussions  of  per- 
sonalities. Saunders  was  then  having 
trouble  convincing  the  full  board  he 
should  replace  Perlman  with  Paul 
Gorman,  an  executive  of  American 
Telephone  &  Telegraph.  So  he  avoided 
discussing  company  operations. 

"It  may  have  been  that  the  Penn 
Central  was  in  so  much  trouble  al- 
ready that  Saunders  had  long  passed 
the  point  of  bringing  his  directors  in 
to  share  anything,"  says  Cabot. 

A  former  airline  executive  agrees: 
"When  the  CEO  is  not  asking  for  your 
advice  in  a  constructive  way,  that  is 
when  you  either  get  off  the  board  or 
decide  to  challenge  him.  If  you  know 
what  you're  talking  about,  but  you 
have  some  doubt,  there  lies  the  prob- 
lem. It's  one  of  the  core  issues  on  the 
board  today." 

Saunders,  confronted  by  a  pro-Perl 
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How  often  have  you 

overflown  Europe^s 

fastest-  growing 

industrial 

location? 

Once  could  be  too  often  -  if  you  are  looking  for 
your  company's  most  profitable  base  for  expan- 
sion in  the  Common  Market. 

One  of  the  Market's  more  impressive  recent 
performances  has  been  the  Repubhc  of  Ireland's 
industrial  growth  rate.  And  a  significant  factor  has 
been  the  growing  number  of  major  American 
companies  locating  here  -  over  180  so  far. 

What  has  attracted  them  to  Ireland,  and  could 
affect  your  company's  location  decision,  is  simply 
this:  the  Repubhc  currently  offers  you  Europe's 
highest  return  on  your  investment  dollar. 

Our  natural  advantages  are  already  attractive. 
Abundant  land  for  development,  generous  power 
and  water  resources,  and  an  inteUigent  English- 
speaking  labor  force  which  has  readily  adapted 
to  high-technology  industry. 

But  under  its  long-term  plan  for  industrial 
growth,  the  Irish  government  has  also  assembled 
Europe's  most  profitable  package  of  incentives. 
These  include  non-repayable  grants  for  sites, 
factories  and  plant  -  in  some  cases  as  much  as 
50%  of  total  setting-up  costs;  100  9^  grants  for 
worker  training ;  no  tax  on  export  profits  until 
1990;  and  free  repatriation  of  both  capital  and 
profits. 

For  both  the  Republic  and  its  overseas  investors, 
the  results  have  been  highly  successful.  Com- 
panies locating  here  have  shared  in  our  ten-year 
doubling  of  GNP,  quadrupling  of  exports,  and 
remarkable  ninefold  increase  of  manufactured 
exports. 

When  you  are  evaluating  an  expansion  in  the 
Common  Market,  consult  the  Irish  government's 
one-stop  development  service  -  the  Industrial 
Development  Authority.  They  can  give  you  a  fast, 
detailed  assessment  of  your  company's  profit 
prospects  in  the  Repubhc. 

Contact  Industrial  Development  Authority-Ireland  at :  280  Park  Avenue. 
^'TEW  YORK.  NY  10017/(212)  972-1000;  1  East  Wacker  Drive,  CHICAGO, 

60601/(312)  644-7476;  Suite  2065,  1100  Milam  Building,  Houston,  TX 
.  7002/(713)  224-3055 ;  515  South  Flower  Street,  LOS  ANGELES,  CA  90071/ 
(213)  624-1024.  Overseas  offices  also  in  Toronto,  Tokyo,  Sydney,  Brussels, 
Paris,  Cologne,  Copenhagen  and  London. 


ais  announcement  is  published  by  IDA  Ireland,  280  Park  Avenue,  New  York,  10017,  which  is  registered  under  the  Foreign 
nts  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of 
ce  where  the  required  registration  statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of 
ontents  by  the  United  States  Government. 
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Competition 

of  ideas 

is  fundamental 

to  a 

free  society. 


As  businesses  produce 

competing  products, 

the  American  Enterprise  Institute 

encourages  competing  ideas. 

AEI  books  and  audio/ visual  programs 

offer  new  ways  to 

analyze  the  familiar  issues 

you  face  in  public  policy. 

Issues  like  inflation, 

government  regulation, 

foreign  and  defense  policy, 

taxation,  social  security, 

health  care,  energy. 

Accept  our  invitation. 
Become  a  part  of  the 
competition  of  ideas. 


The  American 

Enterprise  Institute 

for  Public  Policy  Research 

The  American  Enterprise  Institute  for  Public 
Policy  Research  is  a  nonprofit,  nonpartisan, 
publicly  supported  center  for  the  study  of 
national  and  international  problems.  For  more 
information,  use  the  reader  response  card  in 
this  magazine  or  write  AEI.  1 150  Seventeenth 
Street.  N.W.  Washington.  D.C.  20036 


man  director,  Robert  S.  Odell,  presi- 
dent of  Allied  Properties  and  a  direc- 
tor of  Wells  Fargo  Bank,  seemed  to 
level  less  about  operations.  Odell  was 
mainly  asking  some  hard  questions 
about  Great  Southwest  Corp.,  the 
amusement  park  and  real  estate  sub- 
sidiary, whose  earnings  were  being 
badly  inflated.  Saunders  brushed  over 
them  and  figured  he  could  bring  most 
of  the  other  members  along  with  him. 

"Don't  pay  any  attention  to  OdeH," 
Saunders  told  Cabot.  "He's  teed  off^  be- 
cause we're  in  real  estate  competition 
with  him  in  California."  Despite  his 
own  reservations  about  Great  South- 
west, Cabot  came  to  look  on  Odell  as 
a  management  antagonist,  "not  some- 
body who  was  trying  to  help  us  all 
run  the  company  better." 

The  dissident  director  has  to  watch 
out  that  he  isn't  labeled  "enemy"  or 
"crank,"  for  often  he  is  one.  The  for- 
mer airhne  executive  recalls  one  di- 
rector, "a  frustrated  CEO,"  who  was 
always  bugging  him.  Finally  the  di- 
rector was  hired  as  a  staff  assistant 
during  vacations  to  tour  the  route  sys- 
tem, but  he  bawled  employees  out  in 
public.  The  executive  began  a  battle  to 
unseat  the  man.  "Last  I  heard,"  he 
says,  "he  was  arrested  for  pulUng 
down  the  handbills  of  his  opponents 
in  a  political  campaign." 

Unfortunately,  Odell  alienated 
himself  from  the  rest  of  the  board.  In 
November  1969,  when  the  Penn  Cen- 
tral's seams  were  beginning  to  crack. 


Odell  asked  the  outside  directors  to 
meet  him  for  dinner  the  night  before 
a  board  meeting  in  Philadelphia.  On- 
ly three  would  show.  The  next  day 
Odell  moved  to  remove  Saunders 
from  control— along  with  David  C. 
Bevan,  chief  finance  officer— and  put 
Perlman  in  the  saddle.  The  motion 
died  for  want  of  a  second  and  Odell 
soon  resigned  from  the  board. 

Not  long  afterward  Cabot  decided 
to  bail  out.  "I  saw  that  it  was  going 
to  take  100%  of  my  time  finding  out 
what  was  wrong,  and  I  didn't  have 
that  time,"  he  says.  But  Cabot  was 
asked  not  to  rock  the  boat.  The  board 
kept  considering  new  financing  plans 
and  found  itself  in  registration  over  a 
proposed  $100-million  debenture  is- 
sue. Cabot  was  told  a  resignation 
might  endanger  that.  And  he  didn't 
really  believe  that  the  timing  of  his 
leave-taking  was  that  critical. 

"Bevan  would  appear  before  the 
board  and  paint  a  broad  picture  of  a 
new  financing  the  Penn  Central  was 
attempting,"  Cabot  says.  "But  what  I 
didn't  get  out  of  it  was  how  really 
desperate  he  was,  that  he  had  really 
reached  the  end  of  the  line." 

In  the  spring  of  1970  Cabot  re- 
ceived a  frantic  call  from  the  officer 
of  a  large  bank  wondering  if  there 
was  cash  flow  enough  to  cover  his 
loans.  "I  referred  him  to  Saunders," 
says  Cabot.  "I  wanted  to  put  the 
monkey  on  his  back." 

Whatever  Saunders  said  may  have 


The  ghost  of  the  Penn  Central  collapse  still  haunts  onetime  director 
Louis  Cabot.  Not  so  much  because  of  the  $11,000  in  damages  he  had  to  pay 
as  because  of  the  embarrassment  of  presiding  over  so  massive  a  bankru[)ii\ 
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omed  the  debenture  issue.  In  any 
se,  Cabot  got  out  on  May  28,  1970, 
signing  the  same  day  that  the  Penn 
jntral  said  it  could  not  go  ahead 
th  the  issue.  In  a  letter  not  made 
iblic  at  that  time  Cabot  told  Saun- 
rs  he  was  leaving  because  of  a  con- 
;t  of  interest.  His  own  company 
is  the  largest  shipper  of  carbon 
ick  in  the  country,  he  said,  and  he 
ght  to  be  trying  to  lower  freight 
tes,  not  raise  them. 
Cabot  now  sees  his  resignation  ap- 
oach  as  a  copout.  "I  thought  I  was 
oviding  an  out  so  that  people 
mldn't  raise  a  question.  It  was  a 
ee-saving  out.  But  I  think  that  what 
really  did  was  raise  another  red 
rring." 

The  release  of  the  resignation  an- 
uncement  the  next  month  was 
owned  in  the  June  21  bankruptcy, 
bot  hadn't  needed  to  raise  a  red 
rring. 

le  Alternatives 

Still,  he  believes  that  if  he  had 
)od  and  fought,  or  if  he  had  com- 
lined  in  public,  the  result  might 
11  have  been  the  same.  "Even  a 
magement  genius  couldn't  have 
r^ed  the  Penn  Central,  even  the 
tvernment  can't  make  money  with 
oday,"  he  says. 
On  top  of  that,  Cabot  believes  that 

going  on  the  record  with  his  criti- 
ois  of  the  Penn  Central  operation, 

might  have  left  himself  open  for 
ler  lawsuits.  He  says  that  he  has 
cussed  the  question  with  lawyers, 
d  the  problem  is  that  a  director 
1  open  himself  up  for  later  action 

going  on  the  record,  providing  a 

dy  target  for  shareholder  or  class 

ion   suits   of   all   kinds.    Given   the 

nsy    reasons    that    some    of    them 

based   on    these   days,    who    can 

the  first  to  say  that  Cabot  was 
ong? 
'And  what  if  some  outside  direc- 

of  the  Penn  Central  made  a  state- 
nt,  six  months  ahead  of  manage- 
nt,  that  all  this  information  in  these 
incial  reports  is  misleading,  and 
t  all  this  commercial  paper  can't 
repaid?"  ' 

To  Cabot,  the  moral  of  the  Penn 
ntral  is  that  directors  shouldn't  go 

boards   of  companies   that   might 

into  trouble  "even   though   they 

i  the  CEO  and  the  way  he  is  run- 

i  things  at  the  time."  Not  that  a 
ector  should  make  all  the  public 
se  possible  when  he  runs  upon  a 
I  situation.  Ani  the  former  air- 
executive  agrees.  "You  don't 
nt  the  burden  of  proof  to  be  just 
you,"  he  says. 

3ut  what  if  a  man  of  Cabot's  stat- 
had  spoken  out  earlier?  Would  it 
'e  saved  the  Penn  Central?  ■ 


For  more  than  225  yeeurs,  the  House  of  Justerlnl  &  Brooks  has 
been  one  of  London's  leading  wine  and  spirit  merchants. 

And  fOT  the  past  nine  succesave  reigns,  J  &  B  has  earned 
the  Royal  Warrant  An  achievement  which  makes  J  &  B  very 
rare  scotch  indeed. 

86  Pioof  Blended  Scotch  Whisky  ©  1976  Paddington  Corp.,  N.Y. 
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Active,  Yes!  Running  Tilings,  No! 


Plain  talk  about  boards  of  directors  from  Ingersoll- 
Rand  Chairman  William  L.  VVearly. 


Few  chairmen  and  chief  executive 
officers  are  as  experienced  in  dealing 
with  boards  of  directors  as  Chairnnan 
William  L  Wearly,  60,  of  $1.7-billion- 
sales  Ingersoll-Rand.  For  nine  years 
now  Wearly  has  held  his  present  titles 
at  the  nation's  largest  industrial  ma- 
chinery manufacturer,  and  for  five, 
years  prior  to  that  he  served  as  presi- 
dent and  chief  operating  officer  of 
mining  equipment  producer  Joy  Man- 
ufacturing of  Pittsburgh.  "I  almost  feel 
as  if  I've  been  a  chief  executive  all  my 
life,"  he  says.  Wearly  doesn't  think 
directors  can  run  a  company,  but  nei- 
ther does  he  think  they  must  be  rub- 
ber stamps.  "The  one  thing  you  don't 
want  is  a  bunch  of  mealy-mouthed 
Milquetoasts  who  are  swayed  by  the 
last  person  they've  talked  to." 

No  Milquetoast  himself  as  an  out- 
side director  of  companies  like  Amer- 
ican Cyanamid,  Asarco,  Babcock  & 
Wilcox  and  the  Bank. of  New  York, 
Wearly  reflects  on  what  he  has  learned 
about  dealing  with  boards  of  direc- 
tors after  14  years  and  how  he  feels 
about  some  of  the  pressures  boards 
are  encountering  these  days. 


Wearly  of  Ingersoll-Rand 


Most  state  corporation  laws  say 
that  a  company  "shall  be  managedjyy 
or  under  the  direction  of  a  board  of 
directors."  Does  that  mean  the  board 
sets  policy? 

Wearly:  That's  what  the  board  is 
supposed  to  do— and  if  they  do  it 
they're  in  trouble.  The  law  says  the 
director  is  supposed  to  manage  a 
company  by  formulating  policy  and 
seeing  that  the  company  follows  this. 
Well,  you  get  a  board  directing  policy 
and  you've  got  a  mess  on  your  hands. 
In  fact,  I  think  if  the  board  does  very 
many  of  the  things  that  the  writings 
and  the  charters  say  they're  supposed 
to  do  you  have  a  mess. 

A  board  is  a  committee,  and  I  don't 
think  you  manage  well  by  committee. 
You  can  protect  yourself  with  a  com- 
mittee. But  I  don't  think  you  can  take 
aggressive  action  with  a  committee.  A 
board,  if  it  meets  12  times  a  year  for 
two  hours  and  thinks  a  little  bit  in 
between,  just  has  no  way  of  formulat- 
ing policy.  I  think  about  all  a  board 
can  be  is  a  watchdog  to  counsel  man- 
agement—vote against  things  if  they're 
not  sold  on  a  program.  But  they  sel- 
dom can  cause  things  to  happen.  That 
shouldn't  be  their  role.  Because  they 
have  very  little  way  to  do  it  other  than 
by  throwing  out  management  if  they 
don't  think  it's  doing  the  job  it  should. 

So  strong  chief  executives  produce 
weak  boards,  as  the  saying  goes? 

Wearly:  That's  true  to  a  certain  ex- 
tent. But  maybe  it  depends  on  how 
long  a  person  has  been  chief  execu- 
tive. It's  this  tendency  we  have  not 
to  let  a  guy  be  chief  executive  until 
he's  only  got  two  or  three  years  to  go 
that  leads  to  weak  boards.  Unless  it's 
a  bank  board.  You  just  feel  like 
you're  on  a  treadmill  on  a  bank  board. 
There  isn't  much  you  can  do  to  in- 
fluence a  bank  as  a  director  just  be- 
cause of  the  nature  of  the  institu- 
tion .  .  .  it's  simply  subject  to  so  many 
pressures  from  federal  and  state  reg- 
ulators and  so  on. 

You've  said  you've  learned  to  like 
a  strong  board,  and  with  directors 
like  Donald  Procknow,  president  of 
Western  Electric;  Albert  Gagnebin, 
former  chairman  of  International 
Nickel;  J.  Peter  Grace,  president  of 
W.R.    Grace;    and    Howard    Turner, 


chairman  of  Turner  Construction, 
looks  as  if  you've  got  one. 


Wearly:  With  a  couple  of  excep 
tions  we  have  very  strong  board  mem- ' 
bers  who  will  stand  right  up  and  Ix 
counted.  These  guys  are  all  heads  of 
important  companies.  They  lay  it 
right  on  the  line.  They  just  don't 
come  here  to  fiddle  around  for  two 
hours. 

Peter  Grace,  for  example,  will  be  at 
ten  out  of  12  meetings,  and  he's  a 
fantastic  guy  to  do  his  homework.  If 
I  send  something  out  to  directors,  he 
will  have  read  it  before  anyone, 
whether  he's  in  Europe  or  Australia, 
and  I'll  get  a  message  from  him  if  he 
wants  to  say  something  about  it.  Now 
I've  also  got  Jim  Killian,  the  former 
head  of  MIT.  A  very  retiring  man 
and  an  obviously  brilliant  scholar.  A 
real  straight  arrow.  He  sits  there  very 
calmly.  Almost  looks  asleep.  Anc 
then  he  will  throw  a  statement  out- 
Peter  will  be  more  bombastic.  There 
is  a  free  interchange  of  different 
ideas.  And  these  men  are  beholden 
to  no  one.  They  can  say  what  they 
think. 

Is  that  why  Ingersoll-Rand  doesn't 
have  its  commercial  banker  or  corpo- 
rate lawyer  on  its  board  of  directors? 

Wearly:  Yes.  I  don't  believe  those 
from  whom  you  try  to  get  professional 
services  should  be  on  your  board. 
They  become  yes-men,  obligated  to 
be  more  solicitous  of  management 
than  other  businessmen.  I  wouldn't 
want  them  for  the  same  reason  I 
wouldn't  want  a  big  inside  board.  I 
think  a  corporate  lawyer  gets  into 
the  worst  conflict  of  interest  there  is 
when  he  serves  on  the  board  of  tlie 
company  that's  paying  his  legal  fees. 
And  that's  why  we  don't  have  bank- 
ers or  investment  bankers  on  our 
board  that  are  active.  I  sit  on  boards 
with  bankers.  And  they're  fine  peo- 
ple. And  they  make  a  contribution. 
But  I  don't  see  that  they  do  a  thing 
for  you  as  directors  that  bankers 
wouldn't  fall  all  over  themselves  to  do 
for  you  anyhow.  Giving  you  thcii 
opinion  is  their  job.  Just  like  you 
don't  have  to  get  me  on  your  board 
to  find  out  how  to  buy  an  air  corn- 
pies.s()r.  I'll  go  see  you  any  day  you 
want  to  talk  about  buying  one.  That'; 
my  business. 
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Chase 
is  there. 

Total  corporate  banking  capability  worldwide. 


lase's  world.  It  can  be  your  world.  A  universe 
traordinary  banking  skill,  massive  resources, 
:ough  connpetitiveness. 
le  solid,  full-range  support  multinational  com- 
as must  have  to  succeed  in  the  world  market- 
3  today.  Chase  delivers  it  in  100  countries, 
iding  those  in  Asia,  Eastern  Europe,  and  the 
lie  East, 
"lase  simplifies  foreign  commerce  for  you  too. 


With  Import/ Export  Bankfinancing.  And  a  network 
of  international  Edge  Act  banks  in  five  U.S.  cities. 
Banks  you  can  deal  with  locally  for  international 
dealings. 

Take  advantage  of  Chase's  global  banking  capa- 
bility. To  put  it  to  work  for  you,  just  call  your  Chase 
relationship  manager.  Today. 

Give  your  company  The  Chase  Advantage. 


\  FDIC 


©   CHASE  MANHATTAN   BANK,  N.A.   1975 
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The  Federal  Government  seems  to 
be  more  concerned  about  "interlock- 
ing directorates,"  because  of  the  po- 
tential for  price-fixing. 

Wearly:  I  can't  remember  a  time  in 
the  past  ten  years  when  a  director  of 
IngersoU-Rand  ever  had  a  word  to 
say  about  prices.  Oh,  I  think  one  di- 
rector who's  retired  now  mentioned 
pricing  seven  or  eight  years  ago.  He 
said,  "You  ought  to  get  your  price 
up."  And  during  the  wage-price  freeze 
we  all   deplored  the  freeze.   Just  as 


you  would  deplore  sin.  But  that  was 
the  extent  of  it. 

Have  there  been  any  specific  in- 
stances where  this  free  expression  of 
opinion  on  the  Ingersoll-Rand  board  has 
saved  you  from  making  a  mistake? 

Wearly:  Sure.  All  the  time.  About 
1966  or  1967,  for  example,  we  bought 
a  little  company  that  made  a  tunnel- 
boring  machine.  We  had  great  liopes 
for  it.  It  had  an  invention  and  we 
began    plowing    money    into   it.    And 


Decorate  your  office  by  phone. 


v^^^^l 

\ 

^ 

^ 

A  Design  Line*  phone  makes  a  handsome 
addition  to  anyone's  office. 

The  Commemorative  Elite  model  shown  here 
even  allows  you  space  to  have  it  inscribed.  So  it 
makes  an  ideal  gift 

Fbr  complete  details,  call  your  local  Bell 
Telephone  business  office.  (The  Design  Line 
phone  housing  is  owned  by  you.  TTie  working 
parts  remainours,  so  if  there 'sever 
a  problem,  we'll  fix  it.  In  most 
areas,  Design  Line  phone  prices 
start  as  low  as  $59.95.) 

Design  Line  phones 
from  the  Bell  System 

"Trademark  of  American  Telephone  and  Telegraph  Company 

With  some  Design  Line  telephones,  certain  hearing  aids 
may  require  an  adapting  device  available  from  your  local  telephone  company 


losing  money  on  it  for  the  next  sev 
years.  We  knew  this  was  bad.  ■> 
were  bleeding,  but  we  weren't  ble€ 
ing  bad  enough  to  do  something  abc 
it.  Well,  the  board  began  to  ride 
pretty  hard.  They  said,  "We  want  q 
of  it.  We  want  out  of  that  busines 
And  that  helped  strengthen  our  bac 
bone  .  .  .  when  they  refused  to  a 
prove  any  further  capital  spendi 
there. 

Small   as   it   was,   it   bothered 
board  even   though   it  didn't  bot 
you? 

Wearly:  Yes,  well  it's  awfully 
to  get  management  to  undo  somet 
they've  been  working  hard  on. 
that's  where  the  board  can  be  a  go 
monitor.  But  now  if  the  board  I 
came  an  initiator  they  might  \ 
come  a  poor  monitor  because  thej 
fall  in  love  with  their  own  proje< 
which  they  had  initiated,  just  li 
management. 

Interesting  point.  Do  you  think  ■ 
boards  of  General  Electric  and  RQ 
were  co-opted  that  way  by  their  c 
cision    to    approve    major    efforts 
computers? 

Wearly:  Yes,  I  think  they  were  ( 
opted.  I  think  a  board  can  do  vc 
little  to  resolve  those  issues  wh 
the  brightest  guys  in  GE  were  wo. 
ing  their  tails  off  to  make  the  co 
puter  thing  go. 

Management  was  naturally  tryi 
to  bulldoze  the  board's  worries.  A 
the  board  probably  held  back  fir 
management,  wondering  if  the  co 
puter  initiative  might  not  be  abc\ 
to  pay  off.  ...  i 

Wearly:  That's  the  tough  part.  Thtj 
why   it>  takes   so   long.   These   thin 
when  they  go  bad,  take  a  lot  of  fcst 
ing  before  the  thing  erupts. 

Not  because  the  board  is  a  ( 
necessarily,  but  because  it's  hard. .  j 

Wearly:  .  ,  .  because  it's  hard  lo 
board  that  meets  12  times  a  year 
discern  the  good  course  from  the  ! 
course.  It's  awfully  hard  to  figure  il 

So  what's  valuable  about  a  .s7 
hoard    is    all    negative— ask    skepU 
questions,  refuse  capital  expenditu 
to  doubtful  projects  and,  at  the  u 
fire  management  that  doesn't  perj< 

Wearly:  No,  I  think  a  board  can 
positively  also.  When  we  went  fo' 
first  financing  in   1965,   just  bel> 
became  chief  executive,   manage 
was   afraid   to   take   the  jump. 
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Next  time  youw 
un-zipping  tltmugti  customs^ 

mim  of  Textron. 


why?  Because  Textron's  Talon 
Division  makes  the  world's  most 
complete  line  of  sturdy,  stylish  zippers. 
Zippers  for  luggage,  sleeping  bags, 
sporting  equipment  and,  quite  likely, 
the  clothes  you're  wearing  right  now. 

Think  about  it.  Textron  is  Talon 
zippers.  And  Homelite  chain  saws. 


And  Gorham  pewter,  silver,  china  and 
crystal.  And  many  other  fine  products. 

The  one  thing  they  all  have  in 
common  is  the  uncommon  products 
they  are. 

Textwn 

A  Company  To  Think  About. 


were  approaching  the  topic  very  tim- 
idly. So  our  outside  directors  said 
"Let's  quit  talking  about  this.  Let's  do 
it  today!"  And  the  outside  directors 
caused  it  to  happen.  They  said,  "This 
is  the  way  you've  got  to  do  it.  You 
need  it.  Let's  quit  equivocating  and 
move  ahead."  And  so  we  wound  up  with 
$50  million  of  4%%  notes.  And  that's 
been  a  pretty  nice  thing  to  have  on 
our  balance  sheet. 

Management   just    needed   a   little 
hand-holding  from  the  board? 

Weakly:  That's  exactly  what  it 
amounted  to.  Now  I  think  today  ev- 
eryone in  international  business  needs 
some  support  from  outside  directors. 
You're  taking  risks  every  year  in  a 
country  like  Brazil.  And  you'll  have 
certain  good  directors  who  will  say, 
"Well,  do  we  want  to  risk  Brazil?" 
They'll  be  cautious— about  everything. 
Some  are  more  adventurous.  And 
both  might  be  very  good.  But  if  you 
get  a  confrontation  where  month  af- 
ter month  after  month  the  cautious 
directors  raise  very  proper  questions 
about  Brazil,  and  the  management  has 
to  beat  them  down,  this  gets  to  be 
kind  of  a  diflBcult  situation.  They  raise 
the  flag  and  you  say,  "Well,  that's  not 
important."  You  give  the  reasons  why. 
Now  that's  when  you  need  another 
good  outside  director  who's  experi- 
enced. He  says,  "Well,  here's  what  we 
think  about  that  country.  Sure,  it's 
risky,  but  your  risk  has  to  be  meas- 


ured against  the  profit  opportunities." 
That  one  director,  making  a  com- 
ment like  that,  can  break  an  impasse. 
That's  why  you  don't  want  Milque- 
toast-type directors.  They  just  disap- 
pear into  the  woodwork  at  that  point. 
You  want  strong  guys  who  take  dif- 
ferent positions.  Then  you  can  dis- 
cuss it  and  make  a  decision. 

Is  it  your  experience  that  heated 
discussions  or  confrontations  occur 
mainly  in  the  boardroom  or  mainly 
in  private  conversations,  as  Chairman 
Ian  MacGregor  of  Amax  suggests? 

Weakly:  I  think  that  depends  on  the 
style  of  the  guy.  I  don't  get  into  too 
many  private  conversations.  But  I 
know  MacGregor.  He's  a  good  friend 
of  mine.  I'm  on  a  board  with  him. 
And  Ian  is  in  the  middle  of  more  con- 
troversies than  you  can  shake  a  stick 
at.  So  to  carry  on  all  these  contro- 
versies is  why  he  has  to  do  a  bit  of 
outside  talking,  and  I'm  sure  he  keeps 
his  directors  in  a  quandary. 

Now  it  seems  to  me  that  the  time 
when  these  outside  discussions  be- 
tween directors  takes  place  is  usually 
when  the  company  is  in  some  kind 
of  peril.  I  ran  into  that  at  Joy— you 
know,  where  you  feel  that  they're  hav- 
ing secret  meetings.  When  there's  a 
problem  brewing,  that's  the  way  it's 
likely  to  manifest  itself.  It  means  they're 
not  able  to  get  over  to  management 
in  the  meeting  what  they're  trying 
to  put  over. 


So  as  chief  executive,  you  want  to 
be  quite  sure  everything  between 
you  and  the  board  is  quite  open? 

Weakly:  That's  what  you  want  to  be 
quite  sure  of,  yes.  And  that  doesn't 
mean  palsy-walsy  and  cozy.  It  means 
you  are  open.  I  think  that's  the  word. 
You've  got  to  be  open  with  these  guys. 
Many  of  them  have  different  views. 
But  they  can  express  them.  And  they 
know  we  can't  follow  everybody's 
views. 

But  the  moment  you  see  glazed 
eyes  around  that  board  table  .  .  . 

Weakly:  You  know  you're  in  trouble! 

What  about  payoffs  to  foreign  gov- 
ernment officials?  Inger soil-Rand  does 
a  lot  of  business  overseas.  You  must 
have  encountered  the  problem. 

Weakly:  Sure,  we've  got  payoffs.  I 
know  we've  got  payoffs.  How  illegal 
they  are  or  how  improper  they  are 
I'm  not  sure  of  yet,  and  we're  investi- 
gating. We  insisted  that  the  audit 
committee  make  a  complete  investi- 
gation of  this. 

Has  your  full  board  known  about 
such  payoffs  from  the  start? 

Weakly:  That's  right,  yes.  Because 
they  ask  questions.  Because  there  are 
enough  guys  who  say,  "What  about 
this?  Are  you   doing  illegal   things?" 


Any  advice  Ingersoll-Rand  directors  have  to  give  Chairman  Bill  Wearly  they  give  him  right  here,  in  the 
Ingersoll-Rand  boardroom.  One-to-one  after-meeting  conversations  with  directors  is  not  Wearly's  style. 
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IS,  vve've  quadrupled 
earnings. 

That's  growth. 


Regenerating  sulfuric  acid  from  sludge  to  the  purity  level  shown  in  the  test  tube  at  the  right  is  a  major  proprietary 
technology  at  Stauffer.  Stauffer  is  the  leader  in  regenerated  sulfuric  acid  and  an  important  source  for  merchant  sales. 


Stauifer  is  a  brand  new  91 -year-old  chemical  com- 
pany regenerating  itself  with  steady  growth  and  sustained 
earnings.  The  proof  is  in  our  financial  results. 

During  the  last  five  years  net  earnings  have  quadru- 
pled to  $99  million.  Sales  have  nearly  doubled  to  $950 
million.  Return  on  average  stockholders'  equity  has 
increased  two  and  one-half  times  to  21.7  percent.  And 
earnings  per  share  have  almost  quadrupled  to  $9.19  on  a 
fully  diluted  basis. 

More  t+ian  20  percent  of  net  after-tax  earnings  now 
come  from  international  operations. 

One  reason  we're  growing  is  our  diversification  into 
specialized  products  and  markets.  But  we've  also  re- 
mained strong  in  basics.  One  of  our  major  business  areas 
is  industrial  chemicals— making  and  supplying  building- 
block  chemicals  such  as  chlorine  and  phosphorus,  which 
are  key  to  our  specialty  operations,  as  well  as  natural 


soda  ash  and  carbon  disulfide  for  the  merchant  market. 
It  also  involves  regenerating  sulfuric  acid  used  in  petro- 
leum refining  and  other  basic  manufacturing  operations. 
The  regeneration  process  solves  a  major  sulfuric  acid 
sludge  disposal  problem  for  industry.  Industrial  chemi- 
cals accounted  for  33  percent  of  our  total  1975  sales. 

Industrial  chemicals  is  only  one  of  our  eight  basic 
chemical  business  areas.  The  others  are  agricultural 
chemicals,  17  percent  of  sales;  international  operations, 
13  percent;  specialty  chemicals,  12  percent;  plastics,  11 
percent;  fertilizer  and  mining,  6  percent;  food  ingredients, 
6  percent,  and  chemical  systems,  2  percent. 

To  find  out  more  about 
our  regenerated  growth  pattern, 
send  for  our  Annual  Report. 
Stauffer  Chemical  Company, 
Dept.  B,  Westport,  CT  06880. 


Stauffe 

_    CHEMICALS 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank . . .  over  1300  offices 

throughout  Australia,  New  Zealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  NY.,  10017. 

Telephone:  (212)  986-2248/9 

or  William  A  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 

360  Post  Street,  San  Francisco,  California, 

M108.  Telephone:  (415)433-1330. 

Bank  of 
Ne\A/  South  Wales 

The  bank  that  knows  Australia  best 
Head  Office:  60  Martin  Place,  Sydney,  N.S.W., 
'■/  Australia,  2000 

■  I753411C1US  Z519 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


And  we  and  most  people  have  done  a 
few  illegal  things.  But  not  very  many. 

So  by  those  standards  the  directors 
of  Gulf  Oil  who  claimed  they  hadn't 
been  fully  informed  about  overseas 
bribery  either  weren't  doing  their  job 
or  were  afraid  to  admit  the  truth  or 
were  being  lied  to? 

Weakly  :  I  don't  know,  but  I  can  tell 
you  this.  I  beheve  everyone  in  Pitts- 
burgh knew  it.  7  knew  it  because  I 
used  to  be  president  of  Joy  Manu- 
facturing, a  Pittsburgh  company,  and 
I  was  told  by  Gulf  that  this  is  the  way 
you  should  support  your  congressmen 
and  senators.  And  that's  like  having 
God  tell  you  when  you're  in  Pitts- 
burgh and  the  top  people  of  Gulf  tell 
you  this  is  what  you're  supposed  to 
do.  You  think  it's  right. 

Did  you  follow  Gulfs  advice  and 
make  the  payoff? 

Weakly:  Nope.  We  were  too  chintzy 
and  hard  up  to  do  it.  .  .  .  It  wasn't 
because  I  thought  it  was  wrong.  We 
just  couldn't  afford  it.  Gulf  wanted 
us  to  shell  out  $25,000  to  a  couple 
of  those  guys  who  were  getting  mon- 
ey and,  hell,  we  couldn't  afford  money 
like  that.  But  I  didn't  think  it  was 
wrong.  Here  was  God  telling  me  this 
is  the  way  you  do. 

And  Gulf's  not  alone.  The  Treasury 
Department  and  the  State  Depart- 
ment went  to  the  National  Association 
of  Manufacturers  a  couple  of  years 
ago  and  asked  me  to  put  together  a 
group  of  20  guys  saying,  "We  want 
to  take  'em  to  the  Mideast  to  help 
trade."  You  may  remember  two  years 
ago  our  big  worry  was  how  we  were 
going  to  get  the  Arab  oil  money  re- 
cycled. That  was  all  people  were 
talking  about.  It  was  a  catastrophe. 
Well,  on  that  trip  we  were  briefed 
in  Washington  and  again  by  our 
ambassadors  over  there  for  two  days 
on  how  you  make  payoffs!  Treasury 
and  State  briefed  us  for  two  days! 
That's  right.  I  think  this  is  the  god- 
damnedest  situation  I've  ever  seen! 
They  said  there  would  be  a  line  of 
these  guys  to  see  you  in  the  Mideast 
and  your  problem  would  be  to  sort 
out  the  ones  who  can  do  you  any 
good-  Because  a  lot  of  them  will  take 
your  money,  but  they  don't  have  any 
connections.  They  remind  you  that 
in  certain  countries  this  is  illegal  but 
that  the  shah  or  the  king  feels  this  is 
a  good  way  to  make  loyal  subjects 
because  he's  closing  his  eyes  and  let- 
ting the  wealth  be  distributed  illegal- 
ly, and  they  feel  they're  doing  some- 
thing useful  while  they're  doing  it. 
I'm  just  quoting  the  ambassador  tell- 
ing us  all  this. 


Where  do  you  personally  draw  the 
line,  Mr.  Wearly? 

Weakly:  In  terms  of  domestic  bribes, 
Ingersoll-Rand  is  clean.  .  .  .  We  don't 
have  the  inclination  and  we're  just  not 
in  that  kind  of  business.  Here  in  the 
U.S.  I've  been  approached  for  just 
one  bribe  that  I  know  about,  and 
that  was  a  U.S.  senator.  And  he  laid 
it  right  on  the  table.  It  took  him  five 
'  minutes  to  tell  me  how  much  he 
wanted  for  handling  some  business 
for  us.  He  didn't  get  it,  because  in 
the  U.S.  that's  just  improper  and  il- 
legal any  way  you  look  at  it.  Now  if 
I  were  in  ten  other  countries  where 
that  is  the  custom  I  might  view  it 
differently. 

Because  it's  the  custom? 

Weakly:  Well,  it's  like  going  through 
Mexican  customs.  Ever  do  that?  The 
first  time  I  did,  my  wife  and  I  had 
our  bags  open  and  I  thought  maybe 
they  didn't  want  to  rummage  through 
it  so  I  began  leafing  through  my  things 
so  they  could  look.  They  just  stood 
there.  A  $5  bill?  Ah  yes!  Close  your 
bag  and  on  through.  They  don't  want 
to  look  at  your  bag.  They  want  money. 
Now  we  can  laugh  at  these  things. 
They're  cute.  But  if  you're  talking 
about  a  million  dollars  instead  of  $5 
it's  not  cute. 

Those  are  small  payoffs.  What  about 
big  ones? 

Weakly:  Well,  the  huge  payoffs  I 
think  are  completely  wrong  and  just 
won't  stand  up.  There's  no  relation- 
ship between  the  money  paid  and 
the  services  performed  or  the  business 
obtained,  and  to  me,  this  is  what 
ypu  have  to  look  at.  But  when  it  comes 
to  these  small  payoffs,  I  think  these 
are  just  the  way  of  doing  business  in 
these  underdeveloped  countries.  You 
know,  you've  fulfilled  all  the  require- 
ments, but  you  simply  can't  persuade 
the  government  guys  to  do  the  things 
they're  there  to  do  and  that  have  to 
be  done.  And  you  want  to  get  the 
project  off  the  ground. 

Look,  there  are  sales  agents  all 
over  the  U.S.— perfectly  fine,  legiti- 
mate, hard-working  guys— who  work 
on  a  5%-to-7%  commission.  Now  you 
think  of  going  to  an  Arab  country 
where  you  can't  speak  the  language, 
you  can't  even  get  a  hotel  room,  you 
don't  know  their  customs  or  anything 
else— you  sure  as  hell  need  an  agent! 
You've  got  to  have  an  agent!  Now  the 
problem  is  you  get  a  lot  of  agents 
who  aren't  any  good.  And  so  you 
have  to  pay  the  money  out  two  or 
three  times  over.  This  is  what  really 
happens.  ■ 
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^^Politicians 
Just  Don't  Understand'* 


"I'd  sent  for  my  seed  catalogs, 
bought  a  sewing  machine  and  even 
gotten  a  friend  to  teach  me  how  to 
do  needlepoint  work,"  laughs  Martha 
Griffiths. 

For  20  years  the  Democratic  con- 
gress woman  from  Michigan's  17th 
District  (Detroit),  Griffiths  had  vi- 
sions of  quietly  settling  back  in  the 
suburbs  of  Detroit  to  practice  law 
with  her  husband.  But  such  a  retire- 
merit  was  not  in  the  cards  for  the 
articulate  woman  who  had  attained 
national  prominence  as  the  sponsor  of 
the  Equal  Rights  Amendment  in  the 
House  of  Representatives. 

Pretty  soon  requests  came  pouring 
in  for  her  to  make  speeches  (a  good 
many  of  them  on  women's  rights)  and 
to  serve  on  the  boards  of  such  U.S. 
corporations  as  Burroughs,  Consumers 
Power,  National  Detroit  Corp.,  Chrys- 
ler and  the  American  Automobile  As- 
sociation. Griffiths,  who  earns  over 
$40,000  from  her  five  board  member- 
ships, says  she  has  had  to  turn  down 
as  many  oflFers  as  she  accepted.  And 
her  popularity,  she  says  with  no  false 


modesty,     absolutely     amazed     her. 

Does  she  see  herself  as  the  token 
woman  board  member?  "I  think  I  am 
a  token  Democrat,  not  a  token  wom- 
an," Griffiths  replies  with  a  chuckle. 
What  kind  of  influence  does  she  feel 
she  has  as  a  board  member?  "I've 
never  used  my  influence  as  a  former 
congresswoman  in  the  interests  of  the 
corporations  on  whose  boards  I 
serve,"  says  Griffiths,  who  served  on 
the  House  Ways  &  Means  and  Joint 
Economic  committees. 

Is  the  view  from  the  corporate 
boardroom  much  diflFerent  than  the 
view  from  Capitol  Hill?  "Politicians 
just  don't  understand  that  a  utility  has 
to  earn  a  profit  for  its  shareholders," 
says  Griffiths.  "They're  naturally  more 
concerned  with  low  utility  rates  for 
consumers.  It's  just  an  unrealistic 
stance  to  assume  that  the  utilities 
can  continue  to  operate  without  mak- 
ing a  profit." 

Griffiths  knows  her  new  constituen- 
cy is  stockholders,  not  Michigan's 
17th.  So  it  is  no  surprise  that  the 
former   Detroit   congresswoman    who 


Martha  Griffiths 

was  strong  on  law  and  order  and 
against  busing  when  she  represented 
a  moderate,  middle-class  district,  is 
now  telling  it  like  shareholders  want 
to  hear  it.  ■ 


That's  a  Butler  building?' 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you,  write  Butler 
Mfg.  Co.,  BMA  Tower,  Dept. 
B-396,  Kansas  City,  Mo.  64141. 
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Block  Those  Conflicts 

The  old  way  of  choosing  directors  is  changing 
over  the  question  of  serving  two  masters. 


Theodore  W.  Kheel  is  one  of  New 
York  City's  more  glamorous  figures 
because  he  seems  able  to  juggle  so 
many  jobs  at  one  time.  He's  a  cor- 
porate as  well  as  a  labor  lawyer,  a 
negotiator,  mediator,  arbitrator,  may- 
or's adviser,  an  author  and  a  direc- 
tor of  six  corporations,  including 
Western  Union. 

Says  Ted  Kheel:  "Nobody  has  to 
hire  me  if  they  don't  think  I'll  be 
impartial." 

Roderick  M.  Hills,  chairman  of  the 
Securities  &  Exchange  Commission, 
believes  that  lawyers  like  Kheel  have 
an  "inherent  conflict"  trying  to  serve 
clients  as  both  director  and  corporate 
counsel.  In  the  case  of  Stirling  Homex 
Corp.,  where  Kheel  wore  hats  both 
as    director   and   counsel   negotiating 


a  key  union  contract,  the  SEC  slapped 
his  hands— charging  that  he  should 
have  done  a  better  job  uncovering 
Stirling's  troubles. 

The  future  holds  promises  of  more 
than  just  hand-slapping  for  directors 
with  interest  conflicts.  They  are  under 
growing  pressure  from  the  SEC,  the 
courts,  the  public  and  management 
to  stay  oflF  boards.  "We  don't  think  it's 
a  healthy  situation  to  have  someone 
sitting  there  who  is  subconsciously 
thinking  he  can  handle  the  deal 
you're  talking  about  for  himself,"  says 
William  Miller,  chairman  of  Textron 
Corp.  Adds  the  legal  counsel  of  one 
major  corporation:  "A  number  of 
partners  in  big  Wall  Street  firms  have 
told  me  recently  they're  very  reluctant 
to  take  board  jobs." 


j.P.  Morgan  used  his  dozens  of  directorships  and  those  of  members  of  his 
investment  banking  firm  to  run  a  vast  empire.  In  this  "populist" 
1903  cartoon  Morgan  is  depicted  hauling  more  of  a  load  than  even  the 
Wall  Street  of  that  era  could  take.  New  antitrust  laws  soon  followed. 


Theodore  W.  Kheel 

Ironically,  this  is  a  reversal  of  a 
100-year  trend.  During  the  1870s  di- 
rectors weren't  allowed  to  make  any 
contracts  with  a  company  if  they  sat 
on  the  board.  But  the  law  grew  more 
lenient.  Such  contracts,  if  "fair,"  are 
O.K.  today.  Foreign  bankers  lending 
capital  to  a  growing  nation  insisted 
that  they  be  represented  at  the  com- 
panies they  were  nurturing.  That  led 
to  the  tradition  that  says  an  invest- 
ment banker,  banker  or  lawyer  on 
your  board  is  a  jewel  to  behold. 
And  today  such  professionals  make 
up  about  15%  of  the  directors  on 
boards  of  the  top  200  corporations 
in  the  U.S. 

Many  companies  may  not  have 
seen  the  change  coming.  "In  the  past, 
it  didn't  matter  who  was  on  the  board 
becau.se  boards  didn't  do  much,"  says 
Myles  L.  Mace,  professor  emeritus  at 
the  Harvard  Business  School  and  au- 
thor of  Directors:  Myth  and  Reality. 
"But  with  newly  recognized  responsi- 
bilities, suddenly  it  does  matter." 

The  Penn  Central  bankruptcy,  bo- 
fore  which  bank  trust  departments 
with  directors  on  the  Penn  Central 
board  sold  their  holdings,  dramati/ed 
the  problem  for  the  public.  And  court 
settlements  requiring  "independent" 
outside  directors  in  the  Phillips  Petro 
jeum  and  Northrop  payoff  cases  have 
made  director-professionals  cvvu  morc 
uneasy.  "Is  the  director  a  fiduciary 
or  is  he  a  mouse?  That's  the  (juestion 
now,"  .says  Nicholas  Wolfson,  .spe- 
cialist  in   corporate   law  at   the   Uni- 
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Northern  Natural  Gas  Company,  Homo  Ollice,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Alberta.  Canada,  Consolidated  Pipe  Lines 
Company,  Alberta.  Canada:  Weskem  of  Canada  Ltd  Alberta.  Canada.  Consolidated  Gathering  System  Limited.  Alberta  Canada.  Norlands  Petroleums  Limited.  Alberta,  Canada. 
Energy  Systems  Division,  Omaha,  Nebraska.  Hydrocarbon  Transportation  Inc  Omaha.  Nebraska.  Northern  Gas  Products  Company  Omaha.  Nebraska.  Northern  Helex  Company. 
Omaha.  Nebraska.  Northern  Propane  Gas  Company.  (Minneapolis.  Ivlinnesota:  Northern  Vocational  Training  Company.  Washington.  D  C  .  Peoples  Natural  Gas  Division.  Omaha. 
Nebraska:  Protane  Corporation.  Minneapolis.  Minnesota.  Dominican  Republic.  Jamaica.  Guatemala.  Venezuela  Puerto  Rico:  United  Petroleum  Gas  Company.  Minneapolis. 
Minnesota.  Weskem  Division,  Amarillo.  Texas.  UPG.  Inc  .  Omaha.  Nebraska.  Northern  Petrochemical  Company.  Des  Plaines  Illinois.  Automotive  Chemicals  Division.  Des  Plaines. 
Illinois.  Canton  Containers  Division.  Canton.  Ohio.  Marine  Plastics  Division.  Clinton.   Massachusetts.   Polymers  Division.  Des  Plaines.  Illinois: 

and  we  also 
help  provide 

disposable 
hospital 


Helping  to  supply  the  nation's 
hospitals  with  economical,  disposable 
nnedical  provisions  is  just  one  of  the 
wide  rangejDf  products  and  services 
Northern  pf-ovides  as  a  widely 
diversified  natural  gas  company. 

The  Veratex  Corporation  of 
Detroit,  Michigan  buys  plastic 
sheeting  made  by  the  National  Poly 
Products  Division  of  our  Northern 
Petrochemical  Company, 

The  sheeting  is  laminated  to 
paper  in  making  such  disposable 
products  as  capes,  gowns,  sheets  and 


pillow  cases,  which  hospitals  use  in 
their  X-ray  and  examination  rooms. 

Because  these  products  are 
economical  as  well  as  disposable, 
hospitals  enjoy  savings  on  labor 
and  material. 

Our  search  for  new  and  better 
energy  uses  has  also  led  us  into 
packaging,  color  resins,  antifreeze 
and  much  more. 

By  squeezing  all  the  value  we 
can  from  our  energy  sources,  we're 
providing  a  service  far  beyond  what 
you'd  expect  from  a  "traditional" 


gas  pipeline  company. 

And  as  we  continue  to  diversify 
and  develop  in  areas  where  major 
growth  is  possible,  both  our 
customers  and  investors  will  benefit. 

Meanwhile,  we'll  still  be  doing 
all  the  things  you'd  expect  a  gas 
company  to  do. 

Like  serving  1 .5  million 
customers  through  74  utilities  in 
eight  states.  Maintaining  over  31 ,000 
miles  of  natural  gas  pipeline.  And 
continuing  our  constant  search  for 
new  gas  reserves. 


ij 


orthern 


The  gas  company  that's  something  else. 


For  years,  Volkswogen  hos  run  greot  ods  telling  how  the  reol  beouty  of 
their  product  lies  on  the  inside. 

We  couldn't  ogree  more. 

Which  is  why  we  designed  our  sexy  Drodley  body  to  fit  perfectly  onto  o 
VW  chossis. 

Thot  way  you  wind  up  with  o  cor  thot  looks  for  oil  the  world  like  o  $10,000 
GT.  But  inside  you  still  get  the  fomous  economy  ond  durobility  of  o  VW 

And  becouse  our  fibergloss  body  is  lighter,  the  finished  product  performs 
better  than  o  stock  VW.  With  top  sp>eed  increosed  to  1 00  mph.  ond  mileoge  to  35  mpg. 

Now,  you  won't  get  oil  this  without  doing  some  work.  It'll  toke  five  or  six 
weekends.  But  we  provide  every  single  port  you  need  ond  you  con  do  the  job  with 
ordinory  tools.  And  you'll  find  the  result  well  worth  your  time. 

It's  o  perfect  morrioge. 

The  inner  beouty  of  a  Volkswogen. 

And  the  outer  beouty  of  o  Brodley 


BmMHA^iiT 


Send   for  free  brochure  or  $7.00  for  Assembly  Monuol,   write   lo  BRADLEY,   7669  Wash.  Ave.    So.,   Edina,  MN  55435 

I       D  Send  for  free  brochure  or  D  $7.00for  Assembly  Manual 

BRADLEY,  Automotive  Division  of  Thor  Corporation,  Dept.     FB-5 
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versity  of   Connecticut  Law   School. 

Several  recent  legal  decisions  have 
fired  new  arrows  at  the  man  who 
wears  two  hats.  The  precedent-setting 
BarChris  Construction  Corp.  case  in 
1968  not  only  set  a  higher  standard 
for  all  directors,  it  singled  out  a  law- 
yer on  the  board  involved  with  a  reg- 
istration statement.  The  court  said 
that  he  owed  a  higher  duty  to  share- 
holders than  even  the  other  direc- 
tors did.  The  Veil  v.  Leasco  case 
pushed  the  point  further,  labeling  as 
an  "insider"  an  outside  Leasco  director 
who  as  counsel  had  helped  prepare  a 
tender  offer  found  to  be  misleading. 
And  in  a  case  involving  American  In- 
vestors Fund  last  year,  an  appeals 
court  ruled  that  if  a  board  judgment 
is  going  to  be  relied  on  in  good  faith, 
it  has  to  be  made  by  "disinterested" 
directors,  who  must  obtain  "disinter- 
ested advice." 

All  this  is  new  meat  for  those  who 
would  like  to  pry  up  the  levers  of 
corporate  control  a  little  further.  "If 
you're  a  true  and  honorable  gentle- 
man," says  Alan  B,  Morrison,  director 
of  the  Public  Citizen  Litigation  Group 
in  Washington,  "you  certainly 
wouldn't  accuse  the  friendly  banker- 
director  who  has  dinner  and  cigars 
with  you  that  he's  doing  something 
improper  on  the  board.  I  expect  to 
see  stockholder  suits  in  situations  in 
which  corporate  decisions  appear  to 
favor  directors'  firms." 

There  isn't  about  to  be  an  exodus 
overnight,  although  executive  recruit- 
ers Kom/ Ferry  International  say  that 
the  number  of  lawyers  on  boards 
dropped  several  percentage  points  last 
year.  Some  think  the  heat  will  die 
down.  "The  role  of  directors  in  our 
society  is  overrated  anyhow,"  says 
Kheel.  "I  think  people  will  find  that 
the  chief  executive  officer  is  far  more 
important." 

Talents  Needed? 

Most  defenders  of  interest  conflicts 
claim  that  boards  would  operate  much 
less  efficiently  if  they  lost  their  law- 
yers and  bankers.  John  Riccardo, 
chairman  of  Chrysler  Corp.,  says  that 
Gabriel  Hauge  (chairman  of  Manu- 
facturers Hanover  Trust,  a  key  Chrys- 
ler bank)  is  a  "valuable  resource." 
Donald  C.  David,  former  dean  of  the 
Harvard  Business  School  and  director 
of  companies  like  Ford,  General  Elec- 
tric, A&P  and  Pan  American,  says  that 
in  his  experience  the  men  with  the 
conflicts  usually  make  excellent  direc- 
tors. "Sidney  Weinberg  [the  late  se- 
nior partner  of  Goldman,  Sachs]  was 
the  sharpest  outside  director  I've  ever 
seen,  bar  none,"  says  David. 

Gustave  Levy,  the' present  senior 
partner  of  Goldman,  Sachs,  isn't  about 
to  resign  his   16  directorships  toinor- 
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Report  from  Number  One  Wall  Street 


Wolfgang  W.  Koemg,  Vice  President 
International  Corporate  Banking  Group 

The  multinational 

SOiUXiOna  Boating  exchange 
rates,  the  diversity  of  overseas  financial 
practices,  and  constantly  changing 
country  regulations  add  a  complex 
dimension  to  the  finance  decisions  of 
the  multinational  treasurer.  "Questions 
on  net  asset  exposure,  subsidiary  capi- 
talization, and  estimating  the  risks  asso- 
ciated with  foreign  currency  borrowings 
are  just  a  few  of  the  problems  that 
complicate  the  life  of  our  corporate 
friends,"  says  Wolf  Koenig. 

Koenig  should  know.  As  head  of 
the  Irving  s  International  Corporate 
Banking  Group,  he  and  the  select 
specialists  who  work  with  him  look  at 
the  problems  of  international  finance 
every  day. 

He  views  these  problems,  not  only 
with  the  eye  of  the  banker,  but  from  the 
corporate  treasurer's  viewpoint,  geared 
to  a  global  outlook. 

"What  we  seek  is  an  objectivity 
that  will  produce  long-term  benefits," 
says  Koenig.  "We  are  prepared  to  work 
with  customers  on  a  variety  of  interna- 
tional finance  subjects  and  help  them 
develop  alternate  solutions  to  diffi- 
cult problems^  We  have  to  produce 
more  than  lo^n  services. .  .and  we  do." 

Recommending  financing  pro- 
grams for  specific  foreign  markets. 
Assisting  companies  with  their  expan- 
sion plans  overseas.  Counseling  them 
on  how  to  minimize  the  impact  of 
recent  accounting  changes  regarding 
treatment  of  overseas  subsidiary 
earnings.  These  «re  just  a  few  of  the 
things  we  do  that  provide  unique 
services  for  you. 


Gary  L.  Davenport,  Vice  President 
Employee  Benefit  Trust  Department 
Personal  Trust  Division 

He  really  knows 

ERISAa  When  the  Employee 
Retirement  Income  Security  Act  of 
1974  was  passed  into  law,  its  publication 
took  the  form  of  a  formidable  387-page 
volume  in  fine  print.  Many  banks  sim- 
ply sent  along  the  weighty  tome  to  their 
customers.  But  the  Irvings  customers 
got  something  more:  a  16-page  outline 
keyed  to  the  pertinent  provisions  of 
the  new  law— thus  providing  an  instant 
overview  for  busy  executives. 

The  outline  was  the  work  of  Gary 
Davenport,  the  Irving  s  resident  expert 
on  the  intricacies  of  ERISA.  Daven- 
<port,  who  followed  the  progress  of  the 
new  law  from  its  inception  in  Congress 
to  the  present,  continues  to  keep  our 
staff  and  customers  informed  as  to  new 
regulations  and  developments  pertain- 
ing to  the  law's  implementation  by 
both  the  Department  o{  Labor  and  the 
Treasury. 

"Despite  ERISA's  complexities, 
we  take  a  pragmatic  approach  to  its 
application,"  says  Davenport,  who  is  a 
member  of  a  businessmen's  committee 
which  works  with  governmental  agen- 
cies responsible  for  issuing  ERISA 
regulations.  "To  help  the  agencies  fully 
understand  the  special  needs  of  industry 
and  our  customers,  we  try  to  provide 
guidance  related  to  the  actual  operations 
of  current  retirement  programs." 

Staying  on  top  or  complex  and 
changing  situations  is  one  aspect  of  the 
Irving 's  unique  ability  to  provide 
service.  It's  something  our  customers 
have  come  to  expect  from  us. 


Charles].  Wells,  Assistant  Vice  President 
Agencies  Unit,  Corporate  Trust  Department 

His  expertise  pays 
dividends  for  you.  Any 

one  with  a  problem  relating  to  Stock 
Transfer  or  Security-holder  Accounting 
can  use  the  help  of  a  man  like  Charlie 
Wells.  Charlie  has  over  thirty  years 
experience  in  the  stock  transfer  business 
and  currently  chairs  the  New  York 
Regional  Operations  Committee  of  the 
Stock  Transfer  Association.  In  this 
capacity,  he  keeps  abreast  of  the  latest 
developments  in  the  securities  industry 
with  a  current  focus  on  legislation  and 
tax  reform. 

Are  you  going  public  for  the  first 
time?  Perhaps  you  need  help  with  a 
secondary  offering?  Do  you  contemplate 
any  problems  in  complying  with  the 
1975  Securities  Act  amendments  as 
they  relate  to  Stock  Transfer  or  Security- 
holder Accc^unting?  Charlie  Wells  is 
the  man  with  the  answers. 

Take  the  case  of  a  corporate  friend 
of  ours  who  perfomis  his  own  transfer 
and  record-keeping  functions.  This 
company  anticipated  a  problem  during 
conversion  to  an  on-line  computer  sys- 
tem. Charlie  and  his  associates  were 
able  to  help  by  taking  over  the  transfer 
work  during  conversion,  thus  keeping 
the  customer  posted  up  to  date  for 
dividend  purposes. 

Immediate  response  to  customer 
needs— it's  one  of  the  things  that  helps 
make  the  Irving  unique. 


"•■■■■ 


Irving  Trust  Company.  Unique.  Worldwide. 


A  CHARTER  NEW  VORK  BANK 


row.  And,  says  John  M.  Schiff,  gener- 
al partner  of  Kuhn,  Loeb  &  Co.,  who 
sits  on  eight  boards:  "The  more  they 
get  their  computers  cranked  up  in 
Washington,  the  more  conflicts  of  in- 
terest they  will  find.  But  whether 
they  are  real  conflicts  or  not  remains 
to  be  seen.  I  think  the  attack  is 
based  on  a  philosophy  that  every  man 
is  basically  dishonest,  and  that  I  don't 
believe." 

"Conflict  of  interest  is  not  neces- 
sarily against  the  law,"  points  out 
Theodore  Levine,  assistant  enforce- 
ment director  at  the  SEC.  The  agen- 
cy now  relies  on  disclosure  to  ferret 
out  any  serious  board  conflicts. 

The  professionals  often  give  them 
their  most  sensitive,  tiseful  advice  say 
many  CEOs.  Louis  Cabot,  chairman 
of  Cabot  Corp.,  looks  to  Director 
Carl  M.  Mueller,  president  of  Loeb, 
Rhoades  &  Co.  "because  he's  right 
up  to  date  on  the  financial  world;  he 
can  weigh  the  pluses  and  minuses  of 
a  proposition"  without  having  to  be 
brought  up  to  speed.  Cabot  says  he  is 
"completely  satisfied"  that  Mueller 
doesn't  talk  to  Loeb,  Rhoades  analysts 


or  traders   about  what  he   learns   at 
Cabot  board  meetings. 

Manning  Brown,  chairman  of  the 
New  York  Life  Insurance  Co.,  finds 
two  bankers  on  his  board  useful  in 
counseling  on  financings.  The  com- 
pany has  a  finance  committee  of  12 
directors  who  meet  twice  as  often  as 
the  board  does  in  order  to  act  on 
such  deals.  But  Brown  and  others 
may  well  worry  over  recent  moves  by 
the  Government  to  break  up  director 
interlocks  in  the  insurance  and  bank- 
ing fields  under  Section  8  of  the  Clay- 
ton Antitrust  Act.  In  one  of  the  inter- 
lock cases,  a  federal  court  recently  or- 
dered a  director  to  resign  either  from 
the  board  of  Crocker  National  Bank  or 
the  Equitable  Life  Assurance  Society. 

Straw-Man  Issue? 

David  sees  interlocks  as  basically 
a  phony  issue.  He  still  doesn't  believe 
he  and  Henry  Ford  needed  to  resign 
from  the  GE  board  after  Ford  bought 
Philco  in  1961.  After  all,  Philco 
amounted  to  only  6%  of  Ford's  sales. 
"Justice  was  silly  about  it,"  says 
David. 


Even  cynics  like  Edward  S.  Her- 
man, professor  at  the  Wharton  School 
of  Finance,  feels  conflict-of-interest 
radicals  are  shooting  at  a  straw  man. 
"They  confuse  form  and  substance," 
he  says.  "Most  of  those  outsiders  are 
there  for  tacitly  understood,  limited 
functions— which  don't  happen  to  in- 
clude control." 

The  pool  of  directors  coming  from 
the  legal,  investment  banking  and 
banking  fields  will  dry  up  slowly,  but 
it  is  drying  up.  Merrill  Lynch  now  in- 
sists that  its  officers  refuse  director- 
ships, although  some  already  have 
longtime  ties.  William  R.  Salomon, 
managing  partner  of  Salomon  Broth- 
ers, says  his  firm  won't  allow  its  em- 
ployees to  go  on  the  board  of  a  public 
corporation  because  "it  inhibits  your 
freedom  of  action."  From  the  look  of 
things,  a  lot  more  investment  bankers, 
et  al,  are  going  to  find  that  board 
jobs  limit  their  fees  along  with  their 
freedom. 

What's  surprising,  as  author  Myles 
Mace  says,  "is  that  this  practice  of 
trying  to  serve  two  masters  has  lasted 
as  long  as  it  has."  ■ 


^^1  Just  Assume 
Management  Is  Honest 
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It  was  enough  to  make  a  women's 
libber's  blood  boil.  Juanita  Morris 
Kreps,  a  practicing  economist  for  25 
years  and  vice  president  of  Duke  Uni- 
versity, is  sitting  at  a  corporate  board 
meeting  during  a  complicated  finan- 
cial discussion.  An  elderly  gentlemen 
beside  her  is  napping  peacefully. 
"Just  as  the  vote  was  to  be  taken,  he 
woke  up  and  proceeded  to  explain 
the  issue  to  me!"  drawls  Kreps  good- 
naturedly. 

To  the  impeccably  coiffed  author 
of  Sex  in  the  Marketplace:  American 
Women  at  Work,  who  serves  on  the 
boards  of  J.C.  Penney,  NCNB  Corp., 
the  New  York  Stock  Exchange,  East- 
man Kodak,  R.J.  Reynolds  and  West- 
ern Electric,  that  incident  was  no  big 
deal.  Says  she:  "For  me,  personally, 
it's  very  exciting  to  see  how  business 
actually  works— to  compare  it  to  what 
we  write  in  the  textbooks." 

Among  her  discoveries:  There  are 
no  unpleasant  fights  in  the  board- 
room, and  no  need  for  them.  "Though 
they  niay  disagree,  people  tend  to 
talk  things  out  at  meetings  until  they 
reach  a  consensus,"  Kreps  explains. 
"Very  rarely  would  you  find  a  big 
split  in  a  board  vote  between  man- 


agement and  outside  directors  simply 
because  everyone  has  access  to  the 
same  information." 

Kreps  doesn't  support  those  who 
recommend  that  outside  directors 
have  their  own  staffs  in  order  to  mon- 
itor management.  "In  my  case,  I  can't 
think  of  anything  I  need  to  know 
about  the  J.C.  Penney  company,  for 
example,  that  I  wouldn't  get  from 
their  excellent  staff,"  she  says  earnest- 
ly. "I  just  assume  that  management 
is  giving  me  the  honest  story.  And  of 
all  the  chief  executive  officers  I  work 
with,  there's  not  one  who  wouldn't 
want  you  to  question  his  view." 

Some  might  call  Kreps  naive.  After 
all,  the  Securities  &  Exchange  Com- 
mission has  strongly  suggested  in 
some  situations  that  such  blithe  as- 
sumptions by  directors  might  amount 
to  negligence. 

But  Kreps  sees  her  role  as  director- 
gadfly.  She  says  she's  on  the  board  to 
make  management  talk  about  things 
they  would  otherwise  overlook.  "Our 
job  is  not  only  voting  on  questions 
brought  before  the  board,"  she  ob- 
serves, "but  deciding  what  subjects 
to  insist  on  discussing— like  minority 
hiring  and  pricing  policies." 


Juanita  Kreps 

There's  just  one  thing  that  bothers 
her:  "The  trouble  isn't  whether  you 
have  the  courage  to  raise  the  issues. 
Where  you  might  fall  down  in  your 
obligation  to  stockholders  is  in  not 
knowing  enough  about  what's  going 
on   to   make  an   intelligent   decision." 

Amen.  ■ 
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CHRYSLER  SALES  HAVE  NEARLY  DOUBLED. 

PROOF  THAT  AMERICA 
STILL  CARES  ABOUT  EXCELLENCE. 


Our  premise  was  to  take'  intangibles, 
like  elegance  and  taste,  and  shape  them 
into  a  line  of  fine  automobiles.  The 
result?  The  Chryslers:  New  Yorker 
Brougham,  Newport  Custom, 
Newport,  Cordoba  and  Town  and 
Country  Wagon. 

In  the  first  four  months,  combined 
sales  of  these  1976  Chryslers  have 

icreased  more  than  87%  over  the 

ime  period  a  year  ago. 


On  each  of  these  Chryslers,  you'll 
find  standard  equipment  such  as  power 
steering,  power  front  disc  brakes  and 
TorqueFlite  automatic  transmission. 

The  Chryslers:  a  line  of  automobiles 
that  offer  you  affordable  luxury, 
including  the  luxury  of  choice. 

The  choice  of  buying  or  leasing  is 
also  yours  at  your  Chrysler-Plymouth 
dealer.      __ 

CHRYSLER 

CORPORATION 
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NEW  "LEAN  BURN"  ENGINE 
You  can  now  order 
any  Chrysler  with  an 
exclusive  computerized 
Electronic  Lean  Burn 
Engine.  Ask  your  dealer 
for  details. 

Not  available  in  California. 


TVent  is  more  than  a 
big  name  in  pipe  and  tubing: 
It's  a  fast-growing  part  of 
Colt  Industries. 
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Industrial  Seals 
&  Components 
Firearms  &  — — 


The  Trent  Tube  Division  of  Colt  Industries  is  the 
nation's  leading  producer  of  welded  stainless  steel  pipe  and 
tubing— products  that  have  demonstrated  advantages  in 
high-temperature,  cryogenic,  corrosive  and  nuclear  environ- 
ments. One  reason  forTVent  leadership  is  innovation.  In 
Sales       developing  a  proprietary  tube  production  process. 

In  applying  a  new  Crucible  titanium-stabilized  alloy 
steel  to  the  manufacture  of  tubing  for  use  in 
extraordinarily  corrosive  conditions.  In  respond- 
ing to  new  needs  in  chemical,  food,  beverage,  and 
other  industries.  In  meeting  critical  product 
sporting  Epuipmen,  periormance  requirements  m  petroleum  rennmg, 

liquefied  natural  gas  transportation,  and  electric  power 
generation.  Teamed  with  the  specialty  steels  and  industrial 
products  listed  below,  TVent  pipe  and  tubing  help  make  us  a 
leading  supplier  to  the  industrial  sector  of  the  U.S.  economy. 
For  our  latest  financial  reports,  write  Colt  Industries  Inc, 
Dept.  N2, 430  Park  Avenue,  New  York,  N.Y.  10022. 

Crucible  specialty  steels  D  Trent  welded  stainless  steel  pipe  and  tubing 

Crucible  permanent  magnets  and  coil  springs  •  Fairbanks  Morse  diesel 

engines  •  Fairbanks  scales  •  Pratt  &  Whitney  and  Elox  production 

equipment  •  Quincy  compressors  •  Central  Moloney  transformers 

n  Chandler  Evans  fuel  controls  •  Fairbanks  Morse  pumps  •  Holley 

carburetors  D  Garlock  industrial  seals  and  components  D  Colt  firearms 

and  sporting  equipment  Qj^jj  mdyjjpjgs 


@ 


Lengths  of  welded  stainless 
steel  pipe  are  fed  through  an 
annealing  furnace  at  the  Trent 
Tube  Division  plant  in  Carroll- 
ton,  Georgia.  In  the  process, 
pipe  is  heated  to  nearly  2,000 
degrees  F.  and  quenched  to 
assure  its  corrosion-resistant 
properties. 


5CHULZ 


THE  CHOICE  IS  YOURS... 


. . .  and  fortunately  in  our  free  society,  the 
decision  is  entirely  up  to  you.  No  central  author- 
ity tells  our  clothing  industry  what  styles  to 
produce.  And  no  one  tells  you  what  to  wear 

It's  typical  of  the  kind  of  decisions  you  make  day 
in  and  day  out,  in  hundreds  of  ways  involving 
thousands  of  products.  It's  a  form  of  product 
planning  unique  to  our  free  enterprise  system. 
And  it  gives  you,  the  consumer,  the  freedom  of 


Union  Camp 


choice— the  right  to  reject  or  accept.  To  buy. 
Or  not  to  buy. 

Companies  like  Union  Camp  grow  by  providing 
the  kind  of  products  people  and  industry  accept 
and  buy.  The  better  our  products— the  steadier 
we  grow. 

Whether  you  dress  way  in  or  way  out  doesn't 
matter  What  really  counts  is  you  and  your  right 
to  pick  the  things  that  suit  you  best.  That's  a 
perfect  fit.  That's  the  American  way. 

Growing  in  more  ways  than  one. 


Union  Camp  Corporation,  I6{X)  Viillcy  Road.  Wayne,  New  Jersey  07470 


The  ''Hazards''  Of  Being 
A  Corporate  Director 

Despite  the  complaints  about  SEC  pressure  and  class-action 
suits,  for  corporate  directors  ignorance  may  still  be  bliss. 


In  1825  Sir  Walter  Scott  told  his 
diary:  "Went  to  the  yearly  court  of 
the  Edinburgh  Assurance  Co.  to 
which  I  am  one  of  those  graceful  and 
useless  appendages  called  'Directors 
Extraordinary.' " 

"Graceful  and  useless."  Every  out- 
side director  has  felt  that  way  at  one 
time  or  another.  And  often  for  good 
reason. 

In  Scott's  day,  however,  such  an 
attitude  was  dangerous.  Through  in- 
attention (lack  of  due  diligence,  the 
courts  might  call  it  today)  he  be- 
came personally  liable  for  a  portion 
of  the  debts  of  bankrupt  Hurst  & 
Robinson,  a  publishing  house.  The 
resultant  £  130,000  debt  forced  him  to 
the  pen— his  own  quill  pen.  He  man- 
aged to  pay  off  at  least  a  fourth  of  that 
debt  by  writing  no  less  than  15  huge 
volumes  before  he  died  of  exhaustion. 

Today,  any  director  who  feels 
graceful  and  useless  and  is  inatten- 
tive at  board  meetings  does  not  run 
so  great  a  risk.  For  one  thing,  he  is 
protected  by  the  limited  liability  af- 


forded officers  and  directors  of  an  in- 
corporated enterprise.  And  in  most 
large  corporations,  a  director  is  pro- 
tected against  shareholder  class-action 
lawsuits  by  corporate  indemnification 
agreements  backed  up  by  sizable  in- 
surance policies.  At  Textron,  for  ex- 
ample, the  board  is  insured  against 
lawsuits  to  the  tune  of  $10  million. 

What  Is  Negligence? 

And  such  protection  is  liberally 
used.  Since  neither  the  courts  nor 
quasijudicial  bodies  like  the  Securi- 
ties &  Exchange  Commission  have  yet 
been  able  to  estabhsh  a  clear  defini- 
tion of  what  constitutes  director  neg- 
ligence, it's  too  risky  to  let  cases  go 
to  trial.  As  a  result,  the  overwhelm- 
ing majority  of  all  suits  against  direc- 
tors are  settled  out  of  court  for  a  tiny 
fraction  of  the  amount  claimed.  No 
one  is  hurt  very  badly  that  way— 
not  even  the  insurance  companies 
that  must  do  the  paying. 

Even  officers  and  directors  who 
knowingly  commit  illegal  acts  these 


days  don't  suffer  anywhere  nearly  as 
badly  as  did  Sir  Walter  Scott.  When 
Northrop  Chairman  Thomas  V.  Jones 
did  not  object  to  corporate  overseas 
payoffs  of  $450,000,  he  resigned  his 
chairmanship  after  a  stockholder 
class -action  and  derivative  lawsuit 
brought  by  California's  Center  for 
Law  in  the  Public  Interest.  But  seven 
months  later  the  Northrop  board  rein- 
stated him.  Bob  R.  Dorsey  of  Gulf  Oil, 
which  has  admitted  to  $7  million  in 
corporate  overseas  payoffs,  was  ousted 
from  his  chairman's  title,  worth 
$360,000  a  year,  but  at  least  he  got  to 
keep  a  Ivunp  sum  of  $1.6  million  as 
well  as  $48,000  a  year  in  retirement 
benefits.  Five  directors  of  Phillips  Pe- 
troleum, who  approved  or  failed  to 
block  illegal  campaign  contributions, 
have  had  to  pay  $150,000  back  to 
the  company  from  their  own  funds. 
And  George  Steinbrenner  III,  who 
made  payments  to  American  Ship 
Building  to  make  up  for  past  campaign 
contributions,  is  back  as  owner  of  the 
New  York  Yankees  after  a  two-year 
probation.  He  did  lose  his  chief  execu- 
tive's title  at  American  Ship  but  held 
on  to  the  chairmanship. 

Although  the  recent  Supreme  Court 
decision  in  the  Ernst  ir  Ernst  v. 
Hochfelder  case  may  change  the  lan- 
guage of  future  allegations,  most  law- 
suits against  corporate  directors 
charge  them  with  negligent  conduct. 
Practically  speaking,  however,  cor- 
porate directors  are  rarely  subject  to 


If  Director  Scott  had  paid  more  attention  to  business,  he  might  never  have  died  a  debtor— nor  written  Ivanhoe. 
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SYNALLOY  SECOND 

QUARTER  EARNINGS 

CONTINUE  TO  GROW 

Synalloy  Corporation  again  reports  record  earnings  for ,        * 
the  second  quarter  ended  March  31,  1976. 

Net  earnings  increased  16%  to  $661,434,  or  29  cents  per 
share,  as  compared  with  $570,926,  or  24  cents  per  share 
a  year  earlier.  The  Chemical  Division's  progress  has  ex- 
ceeded its  forecasts  and  is  the  primary  reason  for  the 
second  quarter  earnings  increase.  A  4  cent  per  share 
cash  dividend  was  also  declared,  to  be  paid  on  May  14, 
1976toshareholdersof  record  on  April  30, 1976.  Synalloy 
has  announced  its  intention  that  this  cash  dividend  will 
be  the  first  of  a  regular  quarterly  dividend. 

If  you  want  more  facts,  send  for  copies  of  our  1975  Annual 
Report  and  First  and  Second  Quarterly  Reports  to  Robert  S. 

Davies,  Synalloy  Corporation,  Dept.F-12,Box  5627, 

Spartanburg,  S.C. 29301. 

SYNALLOY  CORPORATION 

Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution 


This  announcement  appears  as  a  matter  of  record. 


$115,000,000 
Colt  Industries  Inc 


Senior  Promissory  Notes  due  1996 


We  have  arranged  the  private  placement  of  these  securities, 
a  portion  of  which  will  be  issued  at  later  dates. 


Warburg  Paribas  Becker  Inc. 


April,  1976 


such  charges  under  state  law  in  the 
absence  of  fraud.  That's  because 
states  almost  always  apply  the  so- 
called  scienter  standard,  which  trans- 
lates roughly:  "If  I  don't  know  about 
it,  I  can't  be  expected  to  stop  it." 
Typical  is  the  Allis-Chalmers  case' 
during  the  Eisenhower  years.  Like 
virtually  eveiy  other  producer  of  elec- 
trical equipment,  A-C  had  been 
caught  price-fi.xing.  (Several  em- 
ployees of  competitors,  in  fact,  went 
to  jail.)  The  Delaware  Supreme  Coiut 
forgave  the  A-C  directors  for  failing 
to  uncover  price-fixing  on  the  theory 
that  it  was  too  much  to  ask  directors 
to  monitor  the  actions  of  all  30,000 
A-C  employees. 

The  10b-5  Invitation 

Federal  law  is  a  bit  more  exacting. 
At  least  in  theory.  The  Securities  Acts 
of  1933  and  1934  created  liability 
for  directors  who  approve  material 
misstatements  or  omissions  in  regis- 
tration statements,  proxy  state- 
ments or  other  disclosure  documents 
before  the  Securities  &  Exchange 
Commission.  Most  suits  against  direc- 
tors have  been  brought  under  Rule 
lOb-5  of  the  1934  Act,  which  states 
broadly  that  it  is  illegal  to  mislead 
by  omission  or  commission.  Under 
lOb-5  a  shareholder  or  a  buyer  or  sell- 
er of  a  security  doesn't  have  to  pa\ 
large  fees  to  file  suit  (as  he  does  un- 
der state  law ) ;  he  can  claim  any 
amount  of  damages,  and  he  can  file 
class-action  suits  on  behalf  of  share- 
holders in  other  states. 

In  1973,  former  SEC  Chairman  C 
Bradford  Cook  remarked  in  a  wideh 
quoted  speech  that  "a  director  is  neg 
ligent  if  he  knows,  or  should  have 
known,  of  actions  or  potential  action- 
that  could  violate  the  securities  laws.' 
Directors  also  have  "a  duty  to  act  oi. 
wrongdoing  of  which  they  are,  oi 
should  be,  aware,"  he  went  on. 

Those  were  not  idle  words  at  the 
time.  There  were  teeth  behind   that 
statement   in   the   form   of   the   land 
mark  case  of  Escott  v.  liarChris  Con 
struction  Co.  of  1968. 

The  question  now  is  the  extent  t( 
which   the   courts   have   sllbsequentl)|||^^ 
pulled  those  teeth. 

In  the  BarChris  case,  a  bowling  al 
ley  company  issued  a  prospectus  tli 
attorneys    for    the    debenture    hold< 
later    discovered    seriously    misrepi 
scntcd   the  financial  condition  of  tl 
company.  InU'ipreting  Section  II  of  tl 
1933  Securities  Act,  the  court  fonii 
that  all  of  the   directors  of  BaiChn 
each  of  whom  signed  the  registratit 
statement,  were  civilly  liable  for  ll 
false  statements  because  they  had  m 
conducted   a  sufficiently   thorough    i' 
N-estigation    of    the    facts    behind    1 1 
statements. 
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THE  32  MILUON-DOLLAR 
COLLECTORS' ITEM 


very  year  more  individuals  and  groups  are 
ollecting  used  aluminum  cans,  taking  them  to 
Reynolds  for  recycling,  and  collecting  15<r  a 
•ound  for  them.  By  helping  to  recycle  aluminum, 
hey  are  also  helping  to  conserve  our  resources 
I!  nd  energy.   ' 

J        Since  we  started  the  consumer  aluminum 
a  ecycling  idea  in  1967,  we've  collected  the 
'  quivalent  of  more  than  5  billion  cans,  and 
1,  ave  paid  over  32  million  dollars  for  them. 
h        In  1975,  "collectors"  brought  cans  to  us  at 
^  nore  than  double  the  rate  of 
)  974;  in  the  past  year,  Reynolds 
'^  lone  recycled  more  cans  than 
e  entire  industry  did  in  1973. 


Not  only  does  recycling  keep  millions  of  bev- 
erage cans  out  of  the  garbage  heap,  it  conserves  a 
valuable  resource,  because  the  aluminum  is  used 
again  and  again.  And  it  saves  energy,  because  it 
takes  only  5%  of  the  energy  to  make  new  alumi- 
num from  scrap  as  it  does  from  virgin  ore. 

Today,  Reynolds  operates  70  permanent  re- 
cycling centers  across  the  country,  plus  nearly  150 
mobile  collection  units.  Soon,  we'll  be  in  every 
state  to  make  this  important  conservation  pro- 
gram even  more  effective.  It's  nice  to  have  started 
something  that's  so  popular,  and 
so  good  for  all  of  us.  Reynolds 
Metals  Company,  P.O.  Box  LH, 
Richmond,  Virginia  23261. 


REYNOLDS 

where  new  ideas  take  shape  m 

ALUMINUM 


] 


Conserving  our  resources  and  energy. 


Overnight,  the  decades-old  com- 
mon law  scienter  defense— that  one 
had  to  prove  a  deliberate  intent  to 
deceive  before  a  director  could  be 
held  liable  for  the  misdeeds  of  his 
company— was  broken  wide  open.  Now 
mere  negligence  or  carelessness  was 
enough  to  make  a  director  guilty  of 
fraud,  even  if  he  did  not  intend  to  de- 
ceive a  soul.  In  eflFect,  said  the  court, 
which  imposed  liability  on  an  outside 
director  who  had  joined  the  BarChris 
board  only  a  few  weeks  before  the 
registration  statement  went  out,  ig- 
norance is  a  breach  of  a  director's 
fiduciary  duty  to  the  shareholders. 

BarChris  also  distinguished  between 
outside  and  inside  directors  in  terms 
of  liability.  Even  among  outside  di- 
rectors, the  judge  imposed  differing 
degrees  of  diligence.  Defendant  Grant 
was  a  partner  of  the  law  firm  that  was 
general  counsel  to  the  company.  More 
diligence  was  required  of  him,  said 
the  judge,  than  could  be  expected 
of  a  director  who  had  a  less  detailed 
understanding  of  the  registration 
statements. 

Reenter  "Scienter" 

Five  years  later,  in  a  case  involving 
the  same  company  but  brought  under 
Section  lOb-5  of  the  1934  Securities 
Act,  the  courts  went  back  to  the  old 
scienter  standard  and  acquitted  an 
outside  director.  The  case,  called  Lan- 
za V.  Drexel,  involved  BarChris  Con- 
struction Co.'s  negotiations  in  acquir- 
ing Victor  Billiards. 

The  plaintiff  contended  that  Cole- 
man, a  partner  with  the  investment 
banking  firm  used  by  BarChris, 
knew  from  attending  board  meetings 
that  BarChris  was  in  financial  diflB- 
culty  and  should  have  realized  that 
management  was  not  accurately  dis- 
closing that  to  Victor  Billiards.  By 
voting  to  go  ahead  with  the  merger, 


Coleman  had  obhgated  himself  to 
make  sure  that  BarChris  was  not  mis- 
representing its  financial  condition  to 
Victor. 

No,  said  the  judge,  taking  special 
notice  of  Coleman's  active  involve- 
ment in  BarChris'  affairs.  After  all,  he 
had  sought  explanations  for  revised 
earnings  statements;  it  was  on  his  ini- 
tiative that  the  board  had  required 
a  review  of  all  press  releases;  and  it 
was  Coleman  (over  management's 
objections)  who  had  suggested  hiring 
an  outside  management  consultant. 

To  hold  Coleman  bable,  said  the 
court,  it  needed  proof  of  "willful  or 
reckless  disregard  for  truth"- and  no 
such  proof  was  available. 

Back  to  Allis-Chalmers  again. 

Which  precedent  will  prove  bind- 
ing in  the  future— BarChris  or  Lanza 
V.  Drexel?  The  answer  seems  clear 
from  three  recent  decisions  of  the 
conservative  Nixon-Ford  U.S.  Su- 
preme Court: 

•  In  Blue  Chip  Stamp  v.  Manor 
Drug  Stores  (June  1975)  the  high 
court  threw  out  a  complaint  brought 
by  Manor  Drug,  who  had  been  of- 
fered a  security,  Blue  Chip,  but  de- 
cided against  buying  it  because  "of 
the  deliberately  discouraging  charac- 
ter of  the  prospectus."  A  missed  op- 
portunity is  not  equal  to  an  actual 
dollar  loss,  ruled  the  court.  Manor 
Drug  had  been  neither  a  buyer  nor 
a  seller  and  could  show  no  tangible 
loss.  The  case  has  been  interpreted 
as  a  signal  to  lower  courts  to  be  more 
restrictive  on  cases  it  accepts  under 
Rule  lOb-5. 

•  In  Eisen  v.  Carlisle  <b-  Jacquelin 
(May  1974),  Morton  Eisen  sued  on 
behalf  of  himself  and  several  million 
identifiable  odd-lot  traders  on  the  New 
York  Stock  Exchange  charging  odd- 
lot  brokers  Carlisle  &  Jacquelin  and 
DeCoppet  &  Doremus,  who  had  99% 


of  the  odd-lot  business,  with  fixing 
commission  rates  over  a  several-year 
period.  Specifically,  the  court  ruled 
that  Eisen  would  have  to  pay  the 
postage  to  notify  the  members  of  the 
class,  and  would  not  allow  the  suit  to 
go  ahead  as  a  class  action.  The  de- 
cision's effect,  obviously,  is  to  limit  the 
size  of  the  class  in  class-action  suits. 

Limiting  10b-5 

•  In  Ernst  <b  Ernst  v.  Hochfelder 
(March  1976)  the  judges  ruled  that 
the  accounting  firm  must  have  in- 
tended to  deceive  (scienter  standard 
again)  stockholders  in  order  to  be 
found  hable  under  Rule  lOb-5.  At  is- 
sue was  the  question  of  whether 
Ernst  &  Ernst  had  "aided  and  abet- 
ted" fraud  by  failing  to  conduct  a 
sufficiendy  thorough  audit  to  uncover 
the  "mail  rule"  of  Leston  B.  Nay, 
president  of  First  Securities  of  Chica- 
go (no  one  but  he  was  allowed  to 
open  his  mail).  Nay  had  subsequendy 
committed  suicide,  revealing  in  a  fare- 
well letter  that  the  firm  was  bank- 
rupt because  he  had  pocketed  all  the 
money.  Surely,  the  "mail  rule"  would 
have  excited  the  suspicion  among 
the  auditors  if  they  had  uncovered 
it,  argued  the  prosecution. 

The  Supreme  Court  went  out  of  its 
way  to  base  its  ruling  on  Rule  lOb-5 
and  stated  specifically  that  negligence 
is  not  enough  to  establish  liability 
under  its  provision. 

For  the  corporate  director  then, 
ignorance  can  be  bliss.  The  newly 
conservative  Supreme  Court  has  made 
that  fairly  clear  (although  in  tlu- 
Ernst  &  Ernst  case  the  judges  were 
ruling  on  accountants,  not  directors). 
To  the  feisty  young  staff  of  the  en- 
forcement division  of  the  SEC.  this 
is  clearly  frustrating.  But  they  aren't 
giving  up. 

"The  Supreme  Court  recognized  in 


128 


FORBES,    MAY   15,    1976 


Look  down, 
America. 


At  Monsanto's  "America  The 
Beautiful"  pavilion  in  Walt  Disney 
World,  everyone  was  looking  up. 

No  wonder.  A  dazzling 
nine-  screen  movie  in  the  round 
held  everyone  spellbound.  Meanwhile,  under  their  very  feet, 
a  great  performance  went  unnoticed. 

Acrilan®  2000+  carpeting  made  of  solution-dyed  Acrilan 
acrylic  fiber  by  Monsanto.  After  fifteen  million  people,  it  was 
nearly  like  new. 

Acrilan  2000+  carpets  are  not  only  abrasion-resistant 
and  stain-resistant,  but  heavy  traffic  won't  wear  the  color  off 
Because  the  color  isn't  on.  It's  in,  all  the  way  through  for 
long-lasting  good  looks. 

This  same  solution-dyed  Acrilan  fiber  is  used  to  make 
carpeting  designed  for  home  and  non-residential  installations. 
Both  indoors  and  out,  it  offers  performance  and  versatility. 

If  you  visit  our  pavilion  at  Walt  Disney  World,  look  down 
before  you  look  up. 

;    And  see  a  great  performer  from  M  Anc  0 11  tn 

the  science 
company. 

FOR  OUR  ^TEST  ANNUAL  REPORT 

WRITE  B3  MONSANTO  COMPANY 

800  N  LINDBERGH  BLVD 

ST  LOUIS,  MO  63166 


:>.NTO-S  AMEP.CA  THE  BEAJTiFL'L  SH07; AT  WAlT  DiSNEY  WO^LD  iN  FLORIDA  i^  S  OU!?  BCEN'^bNN'AL  ^^ij't '  j  '^'i  '^!'t>AT  j^^L' 


Is  exporting  your  intention? 
You  need  the  3rd  dimension. 


No  matter  what 
product  you  make,  no 
matter  what  services 
you  offer,  there  are 
three  ways  FCIA  can 
help  you  to  successfully 
export  them.  We  call 
them  the  third 
dimension  in  credit 
flexibility. 

First,  in  more  than 
140  countries  around 
the  globe,  an  FCIA 
policy  is  protection 
against  the  loss  of  dollar 
obligations  due  to 
commercial  or  political 
risks. 

Second,  here  at 
home,  an  FCIA  policy 
is  recognized  as 
collateral  towards  more 
flexible  financing  by 
financial  institutions. 
(That's  because  FCIA  is 
backed  by  53  of  our 
country's  leading 
marine,  property  and 
casualty  insurance 
companies  and  by  the 
Export-Import  Bank  of 


the  United  States, 
Eximbank.) 

Third,  FCIA 
insurance  lets  you 
extend  selling  terms  to 
your  overseas 
customers,  thus  making 
your  product  more 
competitive  and 
increasing  your  sales. 

With  your  credit 
risks  eliminated  and 
with  help  available  for 
financing  your 
receivables,  you  are 
ready  to  compete  with 
other  exporters  and 
foreign  suppliers.  Or, 
another  way  of  putting 
it  is,  with  FCIA,  your 
profits  abroad  might  be 
even  better  than  your 
profits  at  home. 

FCSfl 

ForeiKn  Credit  Insurance  Association 
Headquarters  Office: 
One  World  Trade  Center. 
New  York.  N.Y.  10048 
Regional  Offices:  Atlanta.  Chicago. 
Cleveland,  ffouston.  Los  Angeles, 
Milwaukee,  San  Franriscu, 
Washington,  D.C. 


'Feisty . . .  deep- reaching  ...  a 

highly  diverting  account  off 

one  ffree  spirit's  reactions  to 

great  and  small  happenings." 

Saturday  Review 


Fact  &  Comment  by  Malcolm  S.  Forbes. 

295  pages  in  a  handsomely  bound  hardcover  edition.  Send  check 

for  $7.95  to  Forbes  Inc.,  60  Fifth  Avenue,  New  York,  N.Y.  10011 

(New  York  State  residents,  add  4%-8%  for  sales  tax;  New  York  City,  8%) 


the  Ernst  &  Ernst  case  that  there  are 
statutory  provisions  in  the  Securities 
Laws  which  encompass  negligence 
even  if  lOb-5  doesn't.  I  don't  think 
the  Commission  will  back  off  from 
speaking  out  on  director  conduct. 
When  we  commented  on  the  direc- 
tors in  Stirling  Homex,  we  didn't  tie 
our  remarks  to  a  statute.  We  just 
came  out  and  said  they  weren't  doing 
a  good  job,"  says  Ed  Herlihy,  a 
branch  chief  in  the  SEC  enforcement 
division, 

Ted  Levine,  a  branch  chief  who 
also  worked  on  Stirling  Homex,  pre- 
fers the  "old  salt"  standard  of  Judge 
Timbers  in  his  dissent  in  Lanza  v, 
Drexel.  Director  Coleman,  as  a  busi- 
nessman, should  have  spotted  the 
trouble  signs:  "As  experienced  mar- 
iners know,  well  in  advance  of  a 
storm  seagulls  assume  a  V  formation 
on  the  surface  of  the  water,  heading 
into  the  wind  to  weather  the  storm. 
When  old  salts  see  this,  they  take 
heed  and  prepare  for  the  storm," 

Meanwhile,  SEC  Chairman  Roder- 
ick Hills,  in  a  speech  last  month  in 
Washington,  D.C.  before  Ralph  Na- 
der's Public  Citizens  Forum,  indicated 
that  the  SEC  hopes  the  New  York 
Stock  Exchange  will  soon  change  its 
rules  to  strengthen  the  role  of  out- 
side directors.  Specifically,  he  urged 
that  audit  committees  of  NYSE  com- 
panies be  composed  entirely  of  "truly 
independent"  directors;  and  that  out- 
side or  independent  directors  should 
be  defined  so  as  to  exclude  invest- 
ment bankers,  lawyers  and  others 
whose  business  relationship  with  the 
corporation  represents  a  "conflict  of 
interest."  Hills  also  indicated  that 
the  Commission  might  bring  per- 
jury charges  against  chief  executives 
who  "tolerate"  false  entries  on  cor- 
porate books. 

See  No  Evil 

Only  in  the  case  of  fraudulent 
bookkeeping  entries  do  such  sug- 
gestions impose  anything  more  than 
the  scienter  standard,  however.  The 
new  outside  directors  are  just  as  free 
to  claim  ignorance  as  a  defense 
against  negligence. 

If  boards  of  directors  tend  to  be 
ineffective,  slow  to  act  and  occasional- 
ly downright  incompetent,  perhaps 
it's  because  there  is  little  incentive  to 
perform  their  duties  well,  other  than 
psychic;  tremendous  group  pressure 
against  speaking  out  of  turn— es- 
pecially from  management  (which 
hired  the  directors  in  the  first  place); 
and,  most  importantly,  no  punishment 
worthy  of  the  name  for  not  perlorin 
ing  those  duties.  Who  can  blame  the 
directors  for  not  speaking  up  when 
confronted  with  anything  less  than 
blatant  misinanagi'iiicnt?  ■ 
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Larger,  more  attractive  restaurants 

and  donut  houses,  featuring  moderate  prices 

and  new,  more  varied  menus,  are  only  three  of 

the  reasons  sales  and  earnings  of  Denny's,  Inc. 

have  just  set  another  record. 

Also  making  their  contribution  are  controlled,  profitable  expansion,  more  aggressive 
marketing,  rigorous  site  selection,  and  total  dedication  to  quality  and  service. 


New  Denny's  Restaurants  highlight 
the  warmth  of  wood,  the  softness  of 
plants,  a  sophisticated  look  that 
suggests  elegance  but  means  higher 
gross  sales. 


New  Winchell's  Donut  Houses  em- 
body a  sophisticated  leisure  time  en- 
vironment where  people  can  eat  or 
take  out  a  variety  of  donuts,  pastries, 
snacks,  and  beverages. 


During  the  past  five  year^,  Denny's,  inc.  has  opened  over  450  new  units.  Revenues 

have  increased  at  a  compounded  annual  rate  of  30%.  But  earnings  have 

not  been  sacrificed  for  growth:  during  the  same  period,  earnings  per  share 

have  increased  at  a  compounded  annual  rate  of  33%. 


Consolidated  Statement  of  Income,  NINE  MONTHS  Ended  March  (Unaudited)                                 | 

1972 

1973 

1974 

1975 

1976 

Revenues 

$104,028,000 

$124,561,000 

$160,085,000 

$206,580,000 

$254,920,000 

Pretax  Income 

$5,149,000 

$7,456,000 

$11,015,000 

$15,049,000 

$19,697,000 

Pretax  Income  as  a  Percent 
of  Revenues 

4.9% 

6.0% 

6.9% 

7.3% 

7.7% 

Net  Income 

$2,868,000 

$4,096,000 

$5,845,000 

$7,639,000 

$10,847,000 

Earnings  Per  Share 

390 

550 

780 

$1.02 

$1.39 

For  a  copy  of  our  new  Nine  Months  Interim  Report,  please  write  to: 
Verne  H.  Winchell,  President,  Denny's,  Inc.,  P.O.  Box  1117,  La  Mirada,  California  90637 

Denny 's.  Inc. 

507Dennys  Restaurants/ 667  WincheUs  Donut  Houses 


Denny's,  Inc.  is  listed  on  the  New  Yorii  Stock  Exchange  and  the  Pacific  Stock  Exchange 


Member  Naliona!  Restaurant  Association 


The  Watchman  Watching  The  Watchman 


If  you  really  want  to  make  a  board 
member  uncomfortable,  ask  him  what 
his  responsibilities  are  under  ERISA, 

That's  the  1974  Employee  Retire- 
ment Income  Security  Act,  the  so- 
called  federal  bill  of  rights  for  more 
than  40  million  American  workers 
covered  by  about  500,000  private 
pension  plans. 

ERISA  imposes  a  uniform  federal 
standard  on  "fiduciaries,"  a  group  the 
new  law  defines  as  aU  people  who 
have  the  power  to  make  decisions 
about  the  management  of  a  plan's  as- 
sets. That  would  appear  to  include 
the  trustee,  the  insurance  carrier,  the 
money  manager,  the  researcher  for 
the  money  manager  and  many  mem- 
bers of  top  management,  including,  of 
course,  directors. 

"A  fiduciary,"  says  ERISA,  must 
"discharge  his  duties  .  .  .  for  the  exclu- 
sive purpose  of  providing  benefits  . .  . 
with  the  care,  skill,  prudence  and  dili- 
gence . .  .  that  a  prudent  man  acting 
in  a  like  capacity  and  familiar  with 
such  matters  would  use  in  the  con- 
duct of  an  enterprise  of  a  like  char- 
acter and  a  like  aim." 

The  phrase  "familiar  with  such 
matters"  is  the  one  that  unhinges  di- 


rectors. Does  it  mean  familiar  wath  his 
primary  duty  as  a  director  of  choosing 
the  trustee,  or  does  it  mean  familiar 
with  formulating  investment  policies 
of  pension  funds?  No  one  knows. 
There  are  no  precedents,  and  ERISA 
probably  won't  be  tested  tmtil  the 
stock  market  takes  another  prolonged 
nose  dive.  Even  then  it  wdll  take  years 
to  establish  a  standard  of  care. 

Mystery 

"ERISA  being  as  new  as  it  is,  I 
have  yet  to  find  anybody  who  agrees 
with  anybody  else  about  it,"  says 
Frank  Cummings,  who  wrote  the  orig- 
inal Javits  Pension  Reform  bill  (while 
he  was  working  for  the  senator)  that 
eventually  led  to  ERISA. 

Since  ERISA  permits  a  director  to 
delegate  his  responsibilities  by  ap- 
pointing the  trustee,  the  central  ques- 
tion is  how  much  monitoring  does 
the  director  have  to  do  after  that? 

The  board  of  at  least  one  large 
corporation  has  resorted  to  choosing 
a  second  investment  adviser  to  tell  the 
board  whether  the  first  investment  ad- 
viser (i.e.,  the  trustee)  they  chose  is 
doing  an  adequate  job. 

The  responsibility  of  appointing  the 


trustee  doesn't  have  to  imply  that  the 
board  member  has  to,  in  effect,  then 
go  through  all  the  motions  that  the 
trustee  himself  goes  through,  says 
Bret  Carlson  of  the  New  York  law 
firm  of  Debevoise,  Phmpton,  Lyons 
^and  Gates.  But  if  enough  companies 
assume  that  it  does,  then  it  will. 
Since  there  are  no  precedents  on  the 
federal  level,  when  the  court  formu- 
lates standards  for  directors,  it  will 
base  them  on  standard  practice. 

Suppose  then,  that  companies  A, 
B,  C  and  D  are  convinced  their 
board  has  to  engage  in  constant  su- 
pervision and  management  of  the  pen- 
sion managers  (to  the  extent  that  they 
actually  end  up  making  the  money 
managing  decisions).  In  time,  they 
might  become  together  "the  ordinarily 
prudent  board  of  directors"  the  judge 
looks  to  in  judging  the  conduct  of  the 
board  of  a  company  whose  board 
members  are  accused  of  negligent  su- 
pervision of  pension  funds. 

Directors  are  probably  not  respon- 
sible under  ERISA  for  the  conse- 
quences of  decisions  made  by  trustees 
they  appoint.  But  they  may  become 
liable  if  enough  company  boards  think 
and  act  as  if  they  are.  ■ 


As  in  Rembrandt's  well-known  Night  Watch,  directors  now  watch  money  men  v/atching  money  men  under  ERISA. 
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There  are  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Imperial  Bank  of  Commerce-over 
$23  bilhon  (Canadian)  strong-has  been  involved  in 
worldwide  energy  development  for  years.  And  we 
are  stepping  up  our  involvement. 

We  participated  in  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considering. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electric  com- 
plexes, from  Norway  to  the  Near  East.  As  'The  Ideas 
Bank;  good  ideas  are  our  stock  in  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Imperial  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  willing 
to  listen.  'The  Ideas  Bank! 


<i> 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Offics- Commerce  Court,  Toronto  M5L  1A2,  Canada  New  York  Agency;  22  William  St.,  NY.  10005   •  (212)825-7000 
Over  1,650  branches  in  Canada,  branches  or  representative  offices  in  major  business  centres  worldwide 


How  Boards  Began 


Who  was  the  very  first  chairman  of 
the  board? 

(Don't  bother  reaching  for  the 
Guinness  Book  of  Records.  It  won't 
be  in  there. ) 

The  answer  is  Sebastian  Cabot. 
Some  400  years  ago,  as  legend  has  it, 
Cabot  sailed  off  to  Archangel  to  see 
about  opening  up  trade  with  the  Rus- 
sians. Ever  in  favor  of  detente,  the  Rus- 
sians said  they  were  interested,  just 
as  they  are  today,  and  Cabot  brought 
the  good  news  back  to  the  English 
merchants  who  had  backed  him. 
Whereupon  the  Queen,  Bloody  Mary, 
as  it  happens,  gave  the  merchants  a 
royal  charter  incorporating  them  into 
"one  bodie  and  perpetuall  fellowship 
and  commaltie"— as  she  phrased  it.  In 
so  doing,  she  gave  the  waiting  world 
its  first  joint  stock  company— forerun- 
ner of  the  corporation— and  its  first 
board  of  directors. 

No  one  realized  how  good  an  idea 
that  was  until  the  advent  of  the  In- 
dustrial Revolution.  It  was  sheer 
poverty  that  made  the  concept  popu- 
lar in  this  country  about  200  years 
after  Sebastian  Cabot.  Heavily  bur- 
dened by  debts  from  the  Revolution- 
ary War,  the  states  soon  found  that 
they  were  unable  to  finance  internal 
improvements— like   roads,   for   exam- 


ple. So  the  legislatures  granted  special 
charters  to  corporations  for  the  ex- 
press purpose  of  erecting  and  super- 
vising turnpikes,  bridges  and  canals 
or  for  setting  up  banking  and  insur- 
ance facilities. 

Because  such  companies  were  seen 
as  extensions  of  the  state  itself,  valu- 
able privileges  such  as  monopoly 
rights,  tax  exemptions  and  the  right 
to  use  state  money  for  loans  or  equity 
were  written  right  into  the  charter. 
As  for  the  directors  of  such  compa- 
nies, as  long  as  they  acted  as  busi- 
nessmen in  "good  faith,"  used  "ordi- 
nary care"  and  relied  on  corporate  rec- 
ords, they  would  not  be  held  liable 
for  negligence. 

Bandwagon 

Naturally,  everybody  with  two  far- 
things to  rub  together  wanted  special 
charters  like  that,  which  led  to  fa- 
voritism, politicking,  widespread  brib- 
ery .  .  .  and  frustration.  Enter  the 
shortages  created  by  the  British  em- 
bargo during  the  War  of  1812,  the 
advent  of  costly  mass-production 
equipment  of  the  Industrial  Revolu- 
tion, and  there  was  a  mounting  pub- 
lic clamor  to  make  incorporation  priv- 
ileges equally  available  to  all. 

Leading    that    crusade    was    Presi- 


dent Andrew  Jackson.  His  attack  on 
the  National  Bank  in  the  1830s 
broadened  into  a  campaign  to  extend 
incorporation  privileges  to  everyone  on 
an  equal  basis.  At  the  same  time,  the 
monopoly  privileges  of  corporations 
were  limited,  as  were  the  amounts  of 
capital  they  could  use.  (That  last 
<  restriction  was  later  lifted,  for  obvious 
reasons. ) 

As  state  incorporation  laws  were 
passed  reflecting  that  view,  they  typi- 
cally stated  (and  still  state)  that  "a 
company  shall  be  managed  by  a 
board  of  directors."  (In  1974  Dela- 
ware, which  is  home  for  more  than 
40^  of  the  1,000  largest  industrial 
companies,  modified  that  slightly: 
"managed  by  or  under  the  direction  of 
a  board  of  directors.")  But  the  law 
imposed  no  standard  of  conduct  on 
directors  more  stringent  than  "good 
faith,"  "ordinary  care"  and  "reliance  on 
corporate  records." 

That  was  not  as  careless  as  it 
sounds,  since  in  those  early  days 
shareholders  were  often  directors  and 
top  management  as  well.  Over  time, 
however,  as  rapidly  expanding  com- 
panies experienced  ever  greater  capi- 
tal requirements,  those  relationships 
were  permanently  and  significantly  al- 
tered.  Stock  ownership  was  diffused 


Sebastian  Cabot 


Queen  Mary 
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JAN  SrEPHEHSON,NFRE  NITH  YOU  RLLTHE  NRIT. 


Whether  she  knows  it  or  not,  when  golf 
pro  Jan  Stephenson  is  driving  from  the 
tee,  blasting  out  of  a  trap,  or  lining  up 
a  delicate  putt,  Allegheny  Ludlum 
Industries  is  right  there  with  her.  Our 
True  Temper  golf  club  components 
help  her  make  the  shots;  our 
Jacobsen  Tractors  help  keep 
the  greens  in  shape. 

When  1974's  Rookie 
of-the-Year  travels,  her 
plane,  car  or  train 
contains  materials 
made  by  Allegheny 
Ludlum  Steel, 


0^ 


Special  Metals  Corporation,  Arnold 
Engineering  or  Titanium  Metals 
Corporation. 

At  home,  office,  or  on  an  evening 
out,  her  heat  and  light,  telephone, 
appliances— all  depend  on 
^    specialty  products  made  by 
our  Carmet,  IPM, 
Standard 
Thomson 


and  Standard  Steel  companies. 

In  short,  we  play  an  important 
part  in  Jan's  life,  at  work  and  at  play. 
We're  an  important  part  of  your  life,  too. 
In  communications,  electric  power, 
leisure  activities— almost  anywhere 
you  happen  to  be. 

Next  time  you're  out,  take  a  good 
look  around.  You've  got  company. 

Allegheny  Ludlum  Industries,  Inc., 
Pittsburgh,  Pa.  15222. 


RLLEOHENYLUDLUH 
IHDUSTRIES 


Mere  all  around  you. 


among  a  far  larger  group  of  people, 
so  that  less  and  less  of  the  equity 
was  owned  by  directors  themselves. 
Moreover,  the  more  complex  enter- 
prises were  becoming  too  difficult  for 
directors  to  manage  on  a  daily  basis, 
so  directors  relinquished  more  and 
more  management  duties  to  corporate 
officers.  Directors  retained  only  the 
vague  duty  to  watch  out  for  the  best 
interests  of  the  shareholders. 

Now  one  might  inquire  why  the 
states  that  chartered  such  corpora- 
tions in  the  first  place  didn't  notice 
this  obvious  erosion  of  the  authority 
of  boards  of  directors  and  mandate 
stricter  standards  of  conduct  for  di- 
rectors. The  sad  fact  is  that  they 
couldn't  pass  stringent  laws  for  direc- 
tors when  they  were  easing  other 
corporate  laws  in  order  to  lure  cor- 
porations into  their  jurisdiction.  Their 
object:  tax  revenues. 

Take  the  example  of  John  D.  Rock- 
efeller's Standard  Oil  and  the  accom- 
modating state  of  New  Jersey.  In  1892 
the  Ohio  Supreme  Court  declared 
that  Rockefeller's  Standard  Oil  Trust 
was  operating  ultra  vires  (beyond  the 
hmits  of  authorized  corporate  behav- 
ior). For  several  years.  Rockefeller  ig- 
nored the  ruling.  Then  in  1899  he  re- 
incorporated Standard  in  New  Jersey, 
which  had  obligingly  passed  the  Hold- 


ing Company  Act  (as*early  as  1875 
the  state  permitted  companies  to  keep 
books  and  hold  directors  meetings 
out  of  state).  That  law  effectively 
subverted  the  Sherman  Antitrust  Act 
by  granting  Jersey  corporations  the 
right  to  control  other  companies  in 
the  same  manner  as  a  trust.  That 
was  just  the  beginning.  In  search 
of  corporate  franchise  fees,  the  state 
also  legalized  "stock  watering"  (al- 
lowing directors  to  assign  an  arbitrary^ 
value  to  stock  used  in  acquisitions), 
and  granted  directors  the  right  to 
amend  corporate  bylaws  at  any  time 
without  shareholder  consent. 

Following  Esso 

From  all  over  the  U.S.  corporations 
stampeded  into  the  Garden  State  hop- 
ing, like  Standard  Oil,  to  reincorpo- 
rate there.  Pretty  soon  Jersey  was  rid- 
ing so  high  on  franchise  fees  collected 
from  big  corporations  that  had  relo- 
cated there  that  in  1905  it  was  able 
to  eliminate  property  taxes  altogether 
and  still  have  a  $2.9-million  surplus 
in  the  state  coffers.  Then  a  New  Jer- 
sey governor  was  elected  President  of 
the  U.S.  in  1912. 

In  his  parting  message  to  the  New 
Jersey  State  legislature,  Woodrow  Wil- 
son made  a  plea  for  the  repeal  of 
monopoly-permitting    corporate    stat- 


utes that  "affect  the  honor  and  good 
faith  of  the  state."  That  was  putting 
it  mildly. 

Swept  away  by  this  high-minded 
appeal.  New  Jersey  actually  out- 
lawed monopolies,  price-fixing  and 
stock-watering  in  1913. 

And  that  is  why  some  448  of  the 
1,000  largest  industrial  companies  in 
the  U.S.  are  now  incorporated  in  Del- 
aware, which  simply  copied  the  laws 
New  Jersey  had  outlawed  and  set 
lower  franchise  fees.  New  Jersey 
quickly  repealed  its  stricter  laws,  but 
Delaware  had  only  begun  to  fight.  In 
1914  it  authorized  boards  of  directors 
to  issue  stock  at  "no  par";  in  subse- 
quent years  it  liberalized  its  incorpo- 
ration laws  even  further  to  keep  ahead 
of  other  states  vying  for  revenue  in 
the  incorporation  sweepstakes. 

And  that  policy  has  been  success- 
ful right  down  to  the  present.  In  1975 
corporation  franchise  fees  amounted 
to  $53  million  out  of  a  total  $386  mil- 
lion in  Delaware  state  collections. 

For  such  less-than-thoughtful  rea- 
sons, corporate  directors  are  to  all 
intents  and  purposes  immune  from 
lawsuits  for  negligence  under  most 
state  law.  What  is  worrying  is  that  the 
same  can  be  said  for  federal  law,  ac- 
cording to  the  apparent  thrust  of 
recent  Supreme  Court  decisions.  ■ 


Come  where  the  power  is. 
Plug  into  Phoenix. 


You  already  know  about  our 
unsurpassed  climate,  ideal  living  condi- 
tions and  skilled  work  force. 

But  did  you  know  that  Ptioenix 
has  all  the  electric  power  you'll  need  — 
both  reasonably  priced  and  reliable. 
99.98%  reliable. 

When  you  plug  your  plant 
into  Phoenix,  you'll  turn  on  to  over  one  mil- 
lion more  kilowatts  coming  on  line  in  the 
next  six  years,  from  new  coal  and  nuclear 
stations  we're  helping  to  build. 

We've  got  the  power.  Phoenix 
has  other  connections,  too:  Excellent  rail, 
air  and  truck  connections  from  just  about 
any  improved  or  unimproved  site  you 
choose. 


Want  to  learn  more  about 
how  to  plug  into  Phoenix?  On  your  com- 
pany letterhead,  write  to  Ben  Warren,  Salt 
River  Project,  Area  Development,  Box 
1980.  Phoenix,  Arizona  85001. 

We'll  send  you  our  free  book, 

"Industrial  Assets  of  Greater  Phoenix." 

You'll  get  the  facts  in  strictest  confidence. 


wmmnuuummi 


POWER> 

the  Salt  River  Project 
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Sheraton's  Fearless  Reservation  lets  you 
celebrate  the  revolution.Without  a  battle. 


\x 


revolutionary  idea  that  liberates  all  the  people: 
people  who  travel  for  business,  people 
who  travel  for  pleasure. 

If  your  family  is  planning  a  visit  to 
our  country's  historic  landmarks,  Sheraton 
has  hotels  and  inns  near  all  the  famous 
revolutionary  places.  (Nearly  as  many  places 
as  George  Washington  slept.)  And  there's 
a  Family  Plan  at  every  one. 

But  business  travel,  too,  can  mean  just 
as  much  worry  about  reservations. 


So  Sheraton's  Fearless  Resei .. 
making  a  little  history  of  its  own.  We're  taking 
a  lot  of  the  worry  out  of  hotel  reservations. 
Because  we  know  we  have  the  best, 
most  advanced  computerized 
system  in  the  business. 

For  a  Fearless  Reservation  at  any 
Sheraton  in  the  world,  call  free  anytime: 


Or  have  your  travel  agent  call. 


hafs  what  Sheraton's  doing  for  you  now! 


Sheraton 

HOTELS  &  INNS,  WORLDWIDE 


Executive  time 
is  precious. 

Executive 

lives  ore 

more  precious. 


The  only  nation-wide  charter 
service  operated  to  airline 
standards  ...  the  same  high 
standards  used  by  all  the  major 
airlines  is  . . . 


iON 


Call  toll-free 

800/527-6013 

within  Texas 
800/492-4354 


ENSERCH  CORPORATION  is  a 
diversified  company  operating 
energy-related  production, 
manufacturing  and  service 
enterprises  as  well  as  a  natural 
gas  utility  division.  Through  its 
subsidiaries,  ENSERCH 
CORPORATION  is  engaged  in 
exploring  for  and  developing, 
producing  and  marketing  oil, 
natural  gas  and  natural  gas 
liquids.  It  also  services  onshore 
and  offshore  oil  and  natural  gas 
wells,  manufactures  and 
markets  chemical  fertilizer 
and  polyethylene  pipe  and 
fittings  and  provides  secondary 
energy  services.  Want  to  know 
more?  Then  circle  the  reader 
service  card  or  write  direct. 


301  S.  Harwood  Street 

Dallas,  Texas  75201 

214-651-8700 


Remember  The 

Golden-Mlantled 

Ground  Squirrels 

Just  before  Associate  Justice  Wil- 
liam O.  Douglas,  now  retired, ,  joined 
the  staff  of  the  Securities  &  Exchange 
Commission  in  October  1934,  the 
Harvard  Law  Review  published  an 
exceptionally  prescient  article  en- 
titled "Directors  Who  Do  Not  Direct." 
The  36-year-old  Douglas  was  as  dis- 
illusioned with  the  managers  of  big 
business  (who  he  felt  were  inclined 
toward  "skullduggery— secret  loans 
and  bonuses,  undisclosed  profit-shar- 
ing plans,  insider  trading,"  etc.)  as 
he  was  with  small  stockholders  (a 
"scattered,  disorganized,  lethargic  and 
impotent"  lot). 

The  perennial  hapless  investor  re- 
minded him  of  the  golden-mantled 
ground  squirrel,  a  favorite  food  of  the 
Northwestern  coyote.  Coyotes,  noted 
Douglas  in  his  autobiography,  were 
numerous  in  the  Washington  State 
Cascades;  he  inferred  they  were  no 
less  numerous  in  the  business  world. 
"In  the  Far  West  coyotes,  however, 
were  for  years  poisoned  or  trapped." 

While  Douglas  didn't  advocate  this 
sort  of  "rough  justice"  for  greedy  ex- 
ecutives, he  did  have  strong  opinions 
about  what  directors  should  be  do- 
ing to  intervene  in  the  apparent  pred- 
ator-prey relationship. 

Douglas  saw  the  Securities  Act  of 
1933  as  the  "first  step  toward  federal 
incorporation,"  which  he  favored  as 
a  means  of  redressing  the  excesses 
that  flourished  because  of  absentee 
ownership  in  giant  corporations,  and 
the  race  among  states  to  pass  the  most 
lenient  incorporation  laws.  Directors, 
he  wrote,  would  have  to  see  to  it  that 
management  paid  as  much  attention 
to  "the  public  good"  as  to  the  profit 
motive. 

It  has  taken  42  years,  however,  be- 
fore such  ideas— now  being  put  forth 
by  Ralph  Nader  and  University  of 
Southern  CaHfomia  Law  Professor 
Christopher  Stone— are  even  con- 
sidered seriously. 

"The  salient  characteristics  of  any 
reform  program  must  of  necessity  be 
organization  and  administration," 
wrote  Douglas. 

What  was  needed:  A  majority  of 
outside  directors  on  the  board  (SEC 
Commissioner  Roderick  Hills  repeated 
the  suggestion  recently);  expert  (fi- 
nancial and  technical)  directors  in  a 
position  of  authority  if  not  domi- 
nance on  the  board  (now  a  common. 


Justice  Douglas 


if  somewhat  controversial  practice;  in- 
vestment bankers  and  commercial 
bankers  often  have  serious  conflicts 
of  interest,  says  Commissioner  Hills); 
and  "public  directors"  to  represent  the 
public  welfare.  Douglas  wanted  to 
eliminate  the  "financial  gigolo"  direc- 
tor, a  man  brought  on  the  board  to 
lend  prestige  while  leaving  control  in 
the  hands  of  management.  He  would 
also  limit  the  number  of  directorships 
a  person  could  accept. 

(A  most  spectacular  example  of  an 
overcommitted  director  was  the  case 
of  Andrew  Mellon,  who  resigned  from 
over  50  directorships  when  he  was 
appointed  Secretary  of  the  Treasury 
in  1921.) 

Douglas  also  called  for  greatly  in- 
creased disclosure  of  loans  made  to 
officers  and  directors;  of  fees — direct 
and  indirect— resulting  from  director- 
ships; and  of  insider  trading,  most  of 
which  have  since  been  covered  by 
SEC  disclosure  requirements.  Unhap- 
pily, SEC  Commissioner  Hills  is  now 
reviewing  critically  the  necessity  for 
many  other  disclosure  requirements. 

But  what  a  director  really  needed 
to  keep  him  on  the  right  track,  wrote 
Douglas,  were  guidelines— "specific 
statements  .  .  .  making  as  explicit  as 
possible  the  various  types  of  situa- 
tions to  be  controlled."  And  indeed, 
in  1973  the  SEC  attempted  such  a 
statement  i)ut  gave  it  up  after  many 
months  as  impossible. 

It  is  hard,  Douglas  noted  "to  de- 
sign methods  of  control  which  will 
be  both  just  and  fair  from  the  view- 
point of  directors  and  efficient  from 
the  viewpoint  of  investors." 

But  "it  is  a  rebuke  to  our  skill  and 
judgment  if  we  cannot  eflect  com 
petent  police  measures  without  driv- 
ing from  the  field  of  enterprise  the 
men  of  greatest  competence  and  sub- 
stance," he  added. 

The  rebuke  still  stands.  ■ 
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Coal.  I-R  technology  mines,  moves,  pumps, 
gasifies  and  makes  it  a  more  eflficient  fuel. 


Coal  is  becoming  king  again. 
The  problem  is  that  man  can't 
get  it  out  of  the  ground  fast 
enough  to  meet  the  demand. 

Ingersoll-Rand  is  a  diversi- 
fied manufacturer  of  industrial 
machinery  and  equipment. 
We're  putting  "designed  for 
the  future"  technology  to  work 
to  help  mining  men  produce, 
coal  at  rates  up  to  1,200  tons 
per  man-shift  . . .  safely  and  at 
lower  cost  per  ton.  We  help 
energy  men  use  coal  more 
efficiently  in  places  like 
power  generation  stations 
and  gasification  plants. 

Planning  ahead 

To  help  meet  the  nation's 
energy  needs,  we've  nearly 
doubled  our  coal  mining 
equipment  capacity  in  the  last 
two  years  and  expect  to 
increase  it  again  this  year. 
Improving  technology  is  one 
of  the  reasons  Ingersoll-Rand 
has  become  a  world  leader  in 
producing  essential  machin- 
ery and  equipment,  with  over 
$1.7  billion  in  sales.  And  why 
we're  a  growing  factor  in 
making  better  use  of  basic 
resources. 

Write  for  our  Annual  Review 
or  product  literature  for  coal. 
Ingersoll-Rand,  Dept.  A-626, 
Woodcliff  Lake,  N.J.  07675. 


Ingersoll-Rand 

Involved  in  basics. 
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DOWN-TO-EARTH 
CAPABILITY. 


Where  does  the  money  come  from? 
For  a  shopping  center,  an  oil  pipeline, 
new  corporate  headquarters.  Where 
does  your  business  go  for  money? 

Try  General  Electric  Credit. 

Our  business  is  building  your  busi- 
ness. From  land  acquisition  and  con- 
struction loans  to  equipment  leases 
and  receivables  financing  ...  we  have 
the  money  that  moves  mountains. 

We've  done  it  for  years.  Solving 
tough  financing  problems. 

A  GECC  leveraged  lease  —  the  big- 


gest in  railroad  history  —  is  rolling 
10,000  new  freight  cars  onto  Amer- 
ica's rails.  Other  GECC  leases  floated 
two  of  the  largest  U.S. -built  vessels. 
And  GECC-financed  construction 
equipment  has  paved  the  way  for  more 
than  one  contractor's  growth. 

We  finance  sales  for  retailers  .  .  . 
from  mobile  homes  to  metronomes. 

For  full  information,  call  T.  T.  Gray 
at  (203)  357-4420.  Or  write  him  at 
GECC,  260  Long  Ridge  Rd.,  Stamford, 
Connecticut  06904. 


Genera 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamford,  Connecticut  06904 

Equipment  and  Fleet  Leasing 

Installment  Purcfiase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real   Estate  Financing 

Accounts  Receivable  and  Inventory  FInani 

Wfiolesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  0 

Progress  lor  People  and  Business 
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Measuring  the  size  of  corporations  — 
like  measuring  the  size  of  humans  — 
requires  more  than  one  yardstick. 


How  BIG  is  Bankers  Trust  New  York  Corp.? 

Well,  that  depends  on  how  you  measure  corporate 
size.  In  terms  of  its  $20.6  billion  worth  of  assets,  Bankers 
Trust  ranks  11th  among  corporations  of  all  kinds.  But  how 
accurate  is  that  ranking  as  a  measure  of  size?  An  indus- 
trial company  with  an  equivalent  amount  of  capital  at 
its  disposal,  such  as  General  Motors  ($21.6  billion  in 
assets),  is  able  to  invest  that  capital  for  much  longer  pe- 
riods of  time  at  much  greater  risk.  Therefore,  it  is  able  to 
support  far  more  sales  volume  and  earn  far  more  income. 
Most  of  the  time,  anyway. 

So,  despite  the  fact  that  they're  roughly  equal  in  asset 
size.  Bankers  Trust's  $1.5  billion  in  revenues  and  $63  mil- 
lion in  earnii^gs  ranks  203rd  and  231st,  respectively,  among 
all  corporations,  whereas  GM's  $35.7  billion  in  sales  and 
$1.2  billion  in  earnings,  rank  second  and  fourth  among 
all  corporations. 

If  asset  size  is  surely  not  an  infallible  measure  of  how 
big  a  company  is,  what  about  sales  volume?  Her6  there 
are  obvious  pitfalls  as  well.  A  high-volume,  low-margin 
retail  operation  like  a  supermarket  chain  will  have  far 
higher  sales  volume  in  relation  to  its  asset  size  than 
most  industriaJ  companies  with  equivalent  sales  volume. 
Great  Atlantic  &  Pacific  Tea  Co.'s  $6.9-billion  sales  vol- 
ume, for  example,  ranks  23rd  among  all  companies— not 
far  behind  the  sales  of  E.I.  du  Pont  de  Nemours.  But 
A&P's  $1  billion  in  assets  (451st)  is  hardly  in  the  same 
league  with  du  Font's  $6.4  billion  in  assets  (49th). 

Now,   one   could   make   a   fairly   convincing   argument 


that  the  true  size  of  a  corporation  is  how  much  you 
would  have  to  spend  to  buy  it  lock,  stock  and  smokestacks. 
Shortly  before  this  issue  went  to  press,  for  example,  you 
could  have  picked  up  all  of  Bankers  Trust— theoretically— 
for  just  $306.2  million.  That's  about  the  same  value  the 
market  assigned  to  companies  like  Arkansas  Louisiana  Gas 
or  Arizona  Public  Sei-vice.  In  part  because  it  has  been 
having  more  than  its  share  of  problems  in  the  banking 
business  lately.  Bankers  Trust— measured  by  market  value- 
would  rank  not  11th,  but  a  lowly  404th. 

Clearly,  one  major  drawback  to  using  market  value  or 
earnings  as  the  sole  measure  of  size  is  that  such  yardsticks 
tend  to  fluctuate  more  dramatically  than  other  measures, 
and  thus  are  less  reliable  over  longer  periods  of  time. 

For  reasons  such  as  these,  there  are  four  Forbes  500s 
as  measures  of  corporate  size— rather  than  just  one.  Each 
of  them  is  all-inclusive,  covering  all  companies  in  all 
industries.  And  each  shows  a  percentage  change  in  mea- 
surement from  last  year's  survey  (where  appropriate).  To 
avoid  giving  undue  prominence  to  any  one  of  these  yard- 
sticks, we  present  companies  alphabetically  on  the  mas- 
ter Dimensions  of  American  Business  list  that  begins  on 
page  186  and  summarizes  the  findings,  including  the 
Forbes  survey  of  chief  executive  reimbursement. 

Of  the  822  companies  that  make  the  lists,  it's  interest- 
ing that  only  255— the  true  giants  of  U.S.  industry- 
make  all  four  of  them.  All  together  the  top  500  in  each 
category  had  combined  sales  of  $1.1  trillion,  assets 
of  $1.8  trillion,  market  value  of  $599  billion  and  profits 
of  just  $56  billion.  On  balance,  that's  a  better  perfor- 
mance than  the  average  for  all  U.S.  industry,  because  the 
Forbes  500s  are  the  cream  of  the  crop  on  each  yard- 
stick. There's  a  surprising  amount  of  change  on  each  list 
from  year  to  year,  as  new  companies  come  on  the  list  for 
the  first  time  and  others  fall  off.   ■ 
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A  year  of  many  minus  signs 
but  some  impressive  gains^ 
especially  in  energy-related  fields. 

Recession  left  its  footprints  on  the  sales  yardstick  for  last 
year  in  the  form  of  minus  signs  in  the  percentage  change 
column.  Nearly  one-fourth  of  the  companies  that  ranked  in 
the  top  500  in  revenues  last  year  experienced  sales  de- 
clines, largely  because  of  inventory  runoffs. 

Among  the  worst  hit  were  Anaconda  (off  35%)  as  cop- 
per prices  nose-dived  along  with  most  other  metal  prices; 
Asarco  (off  25.3%);  NL  Industries  (off  19.9%);  Alcoa 
(off  15.5%);  and  National  Steel  (off  17.8%).  Truck  fleet 
purchases  hit  the  skids,  sending  Fruehauf  off  16.8%.  The 
construction  and  home-improvement  markets  faltered  bad- 
ly: Evans  Products  off  30.3%.  And  many  banks  bit  bul- 
lets on  bad  loans  and  REITs  as  income-producing  assets 
stopped  producing  income:  Those  hurt  included  Marine 
Midland  (off  23%),  Bankers  Trust  (off  18%),  Continental 
Illinois  (off  17.4%)  and  First  Chicago  Corp.  (off  15.2%). 

Indeed,  5%  of  the  companies  listed  last  year  dropped 
off  the  list  this  year,  including  Certain-teed  Products, 
First  Pennsylvania  Corp.,  Avnet,  Northwest  Bancorp,  West 
Point  Pepperell,  Univar,  First  Bank  System,  Newmont  Min- 
ing, National  Detroit,  Cyprus  Mines,  Commercial  Metals, 
Texasgulf,  Daylin,  Bemis,  Cluett,  PeaVjody,  Hammermill 
Paper,  M.  Loewenstein,  National  Gypsum,  Norton,  NVF, 
Scovill,  Springs  Mills,  Tecumseh  Products,  Transway  In- 
ternational and  Witco  Chemical. 

Still,  there  were  impressive  gains.  Leaving  aside  Loews' 
321.2%  increase,  which  resulted  from  its  merger  with  CNA 
Financial,  just  look  at  the  construction  companies: 
Fluor  (up  65.4%),  Ralph  M.  Parsons  (up  112.8%),  Mor- 
rison-Knudsen-  (up  47.2%),  J.  Ray  McDermott  (up  74.5%). 
That  much  of  this  was  due  to  offshore  oil  work  is  clear 
from  the  results  of  oil  supply  firms  like  Schlumberger  (up 
36.9%)  and  Halliburton  (up  35.9%).  And  of  course  many 
gas  pipeliners  had  equivalent  gains  from  price  hikes. 

All  in  all,  for  marketing  men,  a  very  selective  year.  ■ 


%  Change 
Rank  Sales         Over 

1975  1974  Company     ($000,000)     1974 


1 

1 

Exxon 

44,865 

6.7 

2 

2 

General  Motors 

35,725 

13.2 

3 

3 

American  Tel  &  Tel 

28,957 

10.6 

4 

5 

Texaco 

24,507 

5.4 

5 

4 

Ford  Motor 

24,009 

1.6 

6 

6 

Mobil  Oil 

20,620 

89 

7 

9 

Sears,  Roebuck 

16,964 

5.5 

8 

7 

Standard  Oil  Calif 

16,822 

-2.2 

9 

12 

IBM 

14,437 

13.9 

10 

8 

Gulf  Oil 

14,268 

-13.3 

11 

10 

inti  Tel  &  Tel 

13,967 

1.3 

12 

11 

General  Electric 

13,399 

-0.1 

13 

13 

Chrysler 

11,598 

5.7 

14 

15 

Standard  Oil  Ind 

9,955 

96 

15 

16 

Safeway  Stores 

9.717 

18.7 

16 

14 

United  SUtes  Steel 

8,167 

-11.1 

17 

17 

Shell  Oil 

8,143 

6.7 

18 

20 

J  C  Penney 

7,679 

10.7 

19 

22 

Atlantic  Richfield 

7,308 

8.4 

20 

19 

E 1  du  Pont 

7,270 

4.6 

21 

18 

Continental  Oil 

7.254 

3.0 

22 

25 

S  S  Kresge 

6,884 

22.7 

23 

21 

Great  Atl  &  Pac  Tea 

6,875 

19 

24 

37 

Procter  &  Gamble 

6,082 

238 

25 

31 

Aetna  Life  &  Cas 

6,072 

174 

26 

24 

General  Tel  &  Elec 

5,948 

5.1 

27 

23 

Westinghouse  Elec 

5,863 

1.1 

28 

28  Engelhard  Min  &  Chem 

5.673 

5.5 

29 

29 

Union  Carbide 

5,665 

6.5 

30 

32 

Tenneco 

5,600 

129 

31 

30 

Goodyear 

5,452 

37 

32 

26 

Occidental  Petroleum 

5,346 

-3.5 
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ike  this...are  you  covered  for  all  the  business 

^ou'd  lose  not  operating? 
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Unfortunately,  many  companies  today  are  under-insured  for  property  damage.  But  even 
if  they  have  adequate  property  coverage,  they  tend  to  overlook  the  necessity  of  Business 
Interruption  Insurance.  Coverage  that  insures  you  for  the  business  you'd  lose  wiiile  not 
operating;  often  a  greater  loss  than  the  property  damage  itself. 

As  one  of  the  world's  leading  insurance  brokers,  Alexander  &  Alexander  would  not  only 
make  sure  you  have  this  vital  coverage — we'd  do  a  lot  more. 

First,  we'd  go  through  your  company  very  carefully,  very  thoroughly.  We  may 
recommend  important  loss  control  measures  that  could  make  your  company  a  safer  risk  and, 
quite  possibly,  reduce  your  premiums.  At  the  same  time,  we'd  be  helping  to  prevent  a 
catastrophe. from  ever  happening  in  the  first  place. 

If  your  insurance  broker  isn't  helping  you  stay  in  business,  maybe  you've  outgrown  him. 
And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept  B,  1185  Avenue  of  the 
Americas,  New  York,  N.Y.  10036.   m  \^^^^^%m^^^^ 
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XEROX* and  9200®are  trademarks  of  XEROX  CORPORATION. 


I 


The  reason  Xerox  make 


Like  a  suit  of  clothes,  one  size  copier  Everything  from  a  $2.00  a  day  desk  top 

doesn't  fit  all.  copier  to  the  most  advanced  duplicator  ever 

Which  is  why  Xerox  makes  copiers   developed.  The  Xerox  9200  Duplicating  Sy sten 
and  duplicators  that  are  tailored  to  fit  And  in  between  we  have  portable  copiers 

businesses  of  every  size  and  shape.  large  document  copiers,  two-sided  copiers. 


^ty-two  di£Eerent  copieirs 


or  copiers,  reduction  duplicators  and 
xofilm  printers. 

And  we  tailor  our  pricing  plans 
^ell. 

So  whether  you're  a  general  store 


or  a  General  Motors,  Xerox  can  guarantee  you 
a  perfect  fit. 

XEROX 


The  Forbes  Sales  5( 


% Change  | 

% Change  | 

%Ch.iJ 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

0va< 

1975  1974 

Company     ($000,000) 

1974 

1975  1974 

Company     ($000,000) 

1974 

1975  1974 

Company     ($000,000) 

1974 

33      42 

Travelers 

5,343 

16.0 

85 

95 

Coca-Cola 

2,873 

13.9 

137 

120 

City  Investing 

2,105 

-1.3 

34      38 

Kroger 

5,339 

11.6 

86 

85 

American  Can 

2,870 

8.0 

138 

144 

Carnation 

2.075 

10.( 

35      35 

IntI  Harvester 

5,246 

5.6 

87 

88 

Colgate-Palmolive 

2,860 

9.4 

139 

91 

Singer 

2,061 

-20.i 

36      34 

Phillips  Petroleum 

5,134 

3.1 

88 

90 

Jewel  Companies 

2,818 

8.4 

140 

216 

Dresser  Industries 

2,012 

43.S 

37      46 

Union  Oil  California 

5,086 

15.1 

89 

87 

Honeywell 

2,760' 

* 

5.1 

141 

213 

Pullman 

2,007 

42.2 

38      27 

Bethlehem  Steel 

4,977 

-7.5 

90 

92 

CPC  International 

2,742 

6.7 

142 

166 

May  Dept  Stores 

2,004 

18.1 

39      50 

Caterpillar  Tractor 

4,964 

21.6 

91 

108 

American  Stores 

2,735 

17.9 

143 

198 

Southem  Company 

1,999 

34.2 

40      44 

Eastman  Kodak 

4,959 

8.2 

92 

101 

Consolidated  Edison 

2,668 

9.4 

144 

150 

Nabisco 

1,971 

9.9 
-2.£ 

41      47 

Rockwell  IntI 

4,943 

12.1 

93 

96 

Trans  Worid  Airiines 

2,640 

5.0 

145 

129 

J  P  Morgan  &  Co 

1,961 

42      33 

Citicorp 

4,937 

-1.0 

94 

99 

Bendix 

2,608 

5.1 

146 

107 

Buriington  inds 

1,958 

-le.f 

43      36 

Dow  Chemical 

4,888 

-1.0 

95 

110 

Gulf  &  Western  Inds 

2,602 

13.4 

147 

156 

CBS 

1,939 

10./ 

44      45 

Kraftco 

4,857 

8.6 

96 

98 

TRW 

2,586 

4.0 

148 

115 

Rapid-American 

1,930 

-12.{ 

45      40 

Marcor 

4,822 

3.3 

97 

83 

Weyerhaeuser 

2,574 

-4.8 

149 

151 

American  Cyanamid 

1,928 

8.2 

46      43 

RCA 

4,790 

4.2 

98 

114 

American  Brands 

2,570 

16.3 

150 

138 

B  F  Goodrich 

1,901 

-3.C 

47      67 

BankAmerica  Corp 

4,743 

NC 

99 

127 

Philip  Morris 

2,564 

25.6 

151 

142 

Celanese 

1,900 

-l.J 

48      41 

Esmark 

4,731 

2.5 

100 

488 

Loews 

2,512 

321.2 

152 

157 

Control  Data 

1,893 

8.1 

49      48 

Beatrice  Foods 

4,691 

11.9 

101 

119 

American  Express 

2,490 

16.5 

153 

159 

PPG  Industries 

1,887 

8.< 

50      49 

FWWoolwoith 

4,650 

11.3 

102 

117 

Standard  Oil  Ohio 

2,484 

14.7 

154 

225 

Coastal  States  Gas 

1,874 

43.e 

51      51 

Sun  Company 

4,389 

15.5 

103 

104 

Food  Fair  Stores 

2,483 

4.3 

155 

136 

Mf  rs  Hanover  Corp 

1,858 

-5.S 

52      39 

LTV 

4,312 

-9.6 

104 

139 

McDonald's 

2,478 

27.5 

156 

179 

Bristol-Myers 

1,828 

14.! 

53      68 

Halliburton 

4,210 

35.9 

105 

103 

Teledyne 

2,473 

1.7 

157 

186 

Super  Valu  Stores 

1,823 

'i 

54      56 

Xerox 

4,054 

13.3 

106 

123 

Textron 

2,459 

16.3 

158 

184 

Archer  Danis  Midland 

1,823 

1] 

55      60 

United  Technologies 

3,878 

16.8 

107 

121 

Fedl  Natl  Mortgage 

2,445 

14.9 

159 

188 

Iowa  Beef  Processors 

1,805 

'n 

56      59 

Greyhound 

3,733 

8.0 

108 

105 

Consolidated  Foods 

2,443 

2.7 

160 

170 

Standard  Brands 

1,800 

9* 

57      55 

Firestone 

3,724 

1.3 

109 

106 

UAL 

2,410 

1.9 

161 

185 

Kerr-McGee 

1,799 

16.1 

58      53 

Boeing 

3,719 

-0.3 

110 

116 

Transamerica 

2,A05 

9.2 

162 

147 

Chemical  New  Yorii 

1,797 

-0.' 

59      62 

Federated  Dept  Strs 

3,713 

13.6 

111 

93 

Champion  IntI 

2,399 

-5.3 

163 

158 

Central  Soya 

1,789 

2. 

60      74 

General  Foods 

3,675 

23.0 

112 

112 

INA 

2,380 

5.9 

164 

175 

Southland  Corp 

1,788 

11 
lO.C 

61      64 

Ashland  Oil 

3,637 

13.1 

113 

118 

Foremost-McKesson 

2,378 

10.8 

165 

174 

Allied  Stores 

1,771 

62      57 

Monsanto 

3,625 

3.6 

114 

102 

Georgia-Pacific 

2,359 

-3.0 

166 

153 

Crown  Zellerbach 

1,758 

-O.f 

63      58 

WR  Grace 

3,529 

1.6 

115 

80 

Republic  Steel 

2,333 

-14.9 

167 

177 

Union  Pacific 

1,755 

9. 

64      61 

R  J  Reynolds  Inds 

3,529 

6.9 

116 

113 

Allied  Chemical 

2,333 

5.3 

168 

163 

Geni  Tire  &  Rubber 

1,752 

i; 
-3.; 

65      70 

Utton  Industries 

3,433 

13.3 

117 

124 

PepsiCo 

2,321 

11.6 

169 

133 

lU  International 

1.727 

66      66 

Lockheed  Aircraft 

3,387 

3.3 

118 

131 

General  Mills 

2,309 

15.4 

170 

203  Commonwealth  Edison 

1,722 

18.( 

67      63 

Borden 

3,367 

3.1 

119 

82 

Alcoa 

2,306 

-15.5 

171 

208  Combustion  Engineerg 

1,711 

19.1 

68      71 

McDonnell  Douglas 

3,256 

5.9 

120 

125 

FMC 

2,292 

10.5 

172 

172 

American  Airiines 

1,710 

4.; 

69      54  Chase  Manhattan  Corp 

3,232 

-12.2 

121 

122 

Owens-Illinois 

2,288 

7.3 

173 

211 

Ingersoll-Rand 

1,708 

20., 

70      77 

Cities  Service 

3,201 

14.1 

122 

130 

American  Motors 

2,282 

14.1 

174 

194 

Dayton-Hudson 

1,G93 

12.! 

71      52 

Amerada  Hess 

3,180 

-15.1 

123 

126 

Amer  Home  Products 

2,259 

10.2 

175 

282 

Amstar 

1,687 

61.1 

72      72 

Ralston  Purina 

3,149 

2.5 

124 

141 

Raytheon 

2.245 

16.4 

176 

132 

Reynolds  Metals 

1,679 

-ib.l 

73      75 

Minn  Mining  &  Mfg 

3,127 

6.5 

125 

81 

National  Steel 

2,241 

-17.8 

177 

193 

Burroughs 

1,676 

10.! 

74      84 

Lucky  Stores 

3,109 

15.1 

126 

162 

Pacific  Gas  &  Elec 

2,233 

29.3 

178 

200 

So  Calif  Edison 

1,668 

12.' 

75      69 

Continental  Group 

3,102 

0.5 

127 

140 

Johnson  &  Johnson 

2,225 

14.8 

179 

187 

Pfizer 

1,665 

8.1 

76      73 

International  Paper 

3,081 

1.3 

128 

109 

Uniroyal 

2,188 

-4.9 

180 

207 

H  J  Heinz 

1,663 

!Si 

77      78 

Household  Finance 

3,077 

9.8 

129 

128 

United  Brands 

2,187 

8.2 

181 

164 

Southern  Pacific 

1,647 

78      65 

Armco  Steel 

3,047 

-4.5 

130 

111 

PennCentral 

2,173 

-3.3 

182 

212 

Anheuser-Busch 

1.645 

11. 

79      89 

Sperry  Rand 

3,041 

16.4 

131 

143 

Warner-Lambert 

2,172 

13.7 

183 

223 

American  Elec  Power 

1,644 

24.} 

80      86 

Connecticut  General 

3,015 

13.6 

132 

171 

Signal  Companies 

2,168 

31.8 

184 

176 

Norton  Simon 

1,642 

?i 

81      79 

Getty  Oil 

2,984 

8.8 

133 

135 

NCR 

2,166 

9.4 

185 

152 

Borg-Warner 

1,639 

82      94 

Winn-Dixie  Stores 

2,362 

17.2 

134 

137 

General  Dynamics 

2,160 

9.7 

186 

204 

Pub  Svc  Elec  &  Gas 

1,631 

83      97 

Deere 

2,955 

18.4 

135 

148 

Continental  Corp 

2,118 

17.8 

187 

189 

Eastern  Air  Lines 

1,624 

84      76 

Marathon  Oil 

2,878 

-0.1 

136 

100 

inland  Steel 

2,107 

-14.0 

188 

167 

American  Standard 

1,622 

NC— Not  comparable. 
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This  new  automated  classification  yard  at 

Barstow,  California,  is  an  exannple  of  nnodern 

faciiities  now  operating  along  the  Santa  Fe. 

Barstow  Yard  has  118  nniles  of  track  covering 

600  acres  and  can  classify  as  many 

as  2,700  cars  per  day. 


Santa  Fe 
FLUS= 


On  the  tracks  .  .  .  12,500  miles  of  railway 
(5,500  miles  of  it  all  welded  rail);  plus  19,800 
miles  of  trucking;  2,700  miles  of  pipeline. 


Along  the  tracks  . .  .  real  estate, 
plant  sites,  construction  plus  Santa  Fe 
natural  resources  producing  47,000 
barrels  of  oil  a  day;  along  with  300 
to  400  million  tons  of  low-sulphur 
coal  ready  for  development  in 
New  Mexico  and  lumber  from 
630,000  acres  of  forest  land 
in  Texas  and  Louisiana. 


All  this  and  108  years  of  running  a  railroad.  Today,  there 
are  more  than  40  companies  In  our  family. 

The  name  Santa  Fe  covers  it  all, — progressive  freight  transpor* 
tation  plus  natural  resources,  plus  real  estate  and  construction. 


For  facts  about  the  many  ways  Santa  Fe 
can  serve  you,  just  drop  a  line  to: 

SAfm  FE  INDUSTRIES,  /A/C. 


224  South  Michigan  Avenue  •  Chicago,  Illinois  60604  *  (312}  427-4900 


The  Forbes  Sales  SOU 


% Change  1 

% Change  | 

%  Change 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

1975  1974 

Company     ($000,000) 

1974 

1975  1974 

Company     ($000,000) 

1974 

1975  1974 

Company     ($000,000) 

1974. 

189     190 

Pan  Am  World  Airways 

1,606 

5.1 

241 

237 

Avon  Products 

1,295 

2.8 

293 

246 

Martin  Marietta 

1,053 

-13.8  1 

190     183 

Burlington  Northern 

1,595 

2.8 

242 

222 

Chessie  ^stem 

1,289 

-2.4 

294 

280 

Norfolk  &  Western  Ry 

1,051 

-0.2  j 

191     161 

Kaiser  Alum  &  Chem     1 

1,578 

-9.1 

243 

238 

CIT  Financial 

1,289 

2.8 

295 

289 

Rohm  &  Haas 

1,046 

2.4  1 

192    227 

Fleming  Companies     1 

1,566 

21.1 

244 

249 

SCM 

1,287 

7.1 

296 

354  i 

i^m  Natural  Resources 

1,045 

23.6 

193    257 

Schlumberger    ] 

1,566 

36.9 

245 

248 

Dart  Industries 

1,280 

5.5' 

297 

290 

Allied  Supermaricets 

1,044 

2.3 

194    233 

Babcock  &  Wilcox     1 

1,565 

22.5 

246 

178 

N  L  Industries 

1,279 

-19.9 

298 

384 

Va  Electric  &  Power 

1,033 

35.3 

195     182 

Grand  Union     ] 

1,563 

4.6 

247 

284 

Del  Monte 

1,279 

22.7 

299 

292 

Ethyl 

1,029 

0.9 

196     199 

Gamble-Skogmo    1 

,559 

4.8 

248 

230 

Avco 

1,275 

-0.8 

300 

256 

Colt  industries 

1,023 

-10.6 

197     155 

Eaton     ] 

1,558 

-11.5 

249 

283 

Albertson's 

1,271 

21.8 

301 

263 

Charter  (^mpany 

1,022 

-8.7' 

198     195 

Supermarkets  General    ] 

1,550 

3.5 

250 

240 

Olin  Corp 

1,261 

0.9 

302 

399 

Reserve  Oil  &  Gas 

1,021 

41.7 

199    202 

Campbell  Soup    ] 

1,546 

5.3 

251 

260 

Carter  Hawiey  Hale 

1,252 

11.6 

303 

338 

Foster  Wheeler 

1,021 

16.6 

200    149 

Lykes 

1,518 

-15.4 

252 

258 

Emerson  Electric 

1,250 

9.9 

304 

320 

Vomado 

1,018 

9.7 

201    215 

IC  Industries    1 

1,505 

7.3 

253 

191 

Mead 

1,245 

-18.4 

305 

275 

Kaiser  Industries 

1,016 

-6.0 

202    253 

Pittston     ] 

1,504 

31.3 

254 

266 

Eli  Ully 

1,234 

11.0 

306 

329 

Levi  Strauss 

1,015 

13.1 

203     146 

Bankers  Trust  NY 

1,495 

-18.0 

255 

293 

White  Consolidated 

1,230 

21.0 

307 

336 

Pet 

1,009 

14.2 

204    145 

Ogden 

1,491 

-19.8 

256 

217 

White  Motor 

1,229 

-11.6 

308 

291 

AMF 

1,005 

-1.5 

205    221 

Merck    ] 

1,490 

12.0 

257 

297 

Kellogg 

1,214 

20.2 

309 

220 

ASARCO 

1,005 

-25.3 

206    206 

Kimberly-Clark     1 

1,484 

3.1 

258 

228 

Jim  Walter 

1,205 

-4.6 

310 

335 

St  Paul  Companies 

1,003 

13.2 

207     197 

Beneficial  Corp     ] 

1,482 

-0.6 

259 

262 

ARA  Services 

1,198 

7.0 

311 

411 

Morrison-Knudsen 

998 

47.2 

208    214 

National  Tea     1 

1,472 

4.9 

260 

299 

Pillsbuiy 

1,197 

19.2 

312 

317 

George  A  Hormel 

996 

5.6 

209     173 

Whiripool 

1,468 

-9.4 

261 

268 

Scott  Paper 

1,192 

7.4 

313 

353 

Northrop 

938 

15.8 

210    205 

Boise  Cascade 

1,458 

0.3 

262 

273 

Northwest  Industries 

1,188 

7.6 

314 

313 

American  Petrofina 

986 

3.5 

211     165 

Rrst  Chicago  Corp 

1,447 

-15.2 

263 

314 

Florida  Power  &  Lt 

1,183 

24.4 

315 

319 

Colonial  Stores 

982 

5.1 

212    236 

Allis-Chalmers    ] 

1,443 

14.3 

264 

272 

Otis  Elevator 

1,183 

7.1 

316 

332 

Hewlett-Packard 

981 

10.3 

213    231 

Columbia  Gas  ^rstem 

1,443 

12.9 

265 

295 

Northern  Natural  Gas 

1,163 

14.8 

317 

369 

Merrill  Lynch  &  Co 

979 

22.3 

214     160 

Continental  Illinois     ] 

1,441 

-17.4 

266 

269 

Walter  Kidde 

1,156 

4.4 

318 

364 

American  intI  Group 

979 

19.8 

215    209 

Santa  Fe  Industries    1 

1,432 

0.6 

267 

307 

Amer  Hospital  Supply 

1,143 

16.5 

319 

294 

United  Merch  &  Mfrs 

978 

-3.7 

216    234 

Uncoin  Natl  Corp     ] 

1,431 

13.1 

268 

232 

Security  Pacific 

1,137 

-11.1 

320 

357 

Niagara  Mohawk  Powr 

972 

17.0 

217    218 

Clark  Equipment     1 

1,430 

4.0 

269 

276 

Dana 

1,136 

5.5 

321 

346 

Consol  Natural  Gas 

971 

12.7 

218     192 

Hercules     ] 

1,413 

-7.4 

270 

296 

Phila  Electric 

1,135 

12.2 

322 

374 

Dillon  Companies 

969 

22.5 

219    302 

North  Amer  Philips 

1,410 

41.8 

271 

254 

Amfac 

1,1.34 

-1.0 

323 

312 

United  Telecom 

968 

1.3 

220    241 

Gillette 

1,407 

12.9 

272 

311 

Diamond  Shamrock 

1,129 

17.0 

324 

316 

GAF 

964 

1.6 

221    201 

St  Regis  Paper 

1,395 

-5.2 

273 

286 

Miss  River  Corp 

1,125 

8.8 

325 

252 

AMAX 

962 

-17.3 

222    226 

Associated  Dry  Goods 

1,391 

7.0 

274 

310 

Heublein 

1,124 

16.2 

326 

352 

Daniel  international 

957 

12.0 

223    239 

El  Paso  Company     ] 

1,389 

11.0 

275 

235 

J  P  Stevens 

1,123 

-11.2 

327 

331 

Steriing  Drug 

957 

7.5 

224    243 

Quaker  Oats 

1,389 

13.2 

276 

255 

Crane 

1,119 

-2.2 

328 

362 

Duke  Power 

954 

16.0 

225    259 

Fisher  Foods 

1,380 

22.7 

277 

261 

Wickes 

1,115 

-0.5 

329 

348 

Stauffer  Chemical 

950 

10.6 

226    244 

Delta  Air  Lines 

1,377 

12.2 

278 

265 

Johns-Manville 

1,112 

0.0 

330 

343 

General  Public  Utils 

942 

9.2 

227    247 

Interco 

1,376 

13.0 

279 

298 

Squibb 

1,111 

10.6 

331 

382 

Abbott  Laboratories 

941 

22.9 

228     180 

Texas  Instruments 

1,368 

-13.0 

280 

339 

Pacific  Lighting 

1,098 

25.5 

332 

281 

Coming  Glass  Woriu 

939 

-10.7 

229    251 

Amer  GenI  Insurance 

1,361 

16.5 

281 

250 

Genesco 

1,096 

-7.5 

333 

287 

Wells  Fargo 

938 

-9.0 

230    245 

Stop  &  Shop     ] 

1,360 

11.1 

282 

224 

Fruehauf 

1,094 

-16.8 

334 

347 

First  Natl  Stores 

935 

8.7 

231     196 

Western  Bancorp 

1,356 

-9.5 

283 

168 

Anaconda 

1,088 

-35.0 

335 

372 

Peoples  Gas 

935 

17.4 

232    210 

Seaboard  Coast  Line 

1,347 

-5.2 

284 

315 

US  Fidelity  &  Gty 

1,086 

14.3 

336 

300 

AIco  Standard 

932 

-7.1 

233     181 

U  S  industries 

1,342 

-14.4 

285 

279 

Zayre 

1,084 

3.0 

337 

344 

Murphy  Oil 

931 

SO 

234    270 

Consumers  Power 

1,341 

21.3 

286 

301 

Walgreen 

1,079 

8.3 

338 

305 

Carrier 

930 

-5.e 

235    264 

Grumman 

1,329 

19.4 

287 

318 

Pennzoil 

1,078 

14.8 

339 

274 

National  Distillers 

928 

-14.7 

236    368 

nuoi 

1,325 

65.4 

288 

321 

Koppers 

1,075 

17.6 

340 

363 

Middle  South  Utils 

923 

]?' 

237    277 

Texas  Eastern 

1,312 

23.2 

289 

328 

Detroit  Edison 

1,071 

19.2 

341 

365 

Jos  Schlitz  Brewing 

923 

1 

238    219 

Motorola 

1,312 

-4.1 

290 

229  Studebaker-Worthngtn 

1,067 

-17.3 

342 

308 

Holiday  Inns 

917 

-  1 

239    350 

Inti  Minerals  &  Chem 

1,303 

51.8 

291 

304 

Amer  Broadcasting 

1,065 

8.0 

343 

380 

Dillingham 

913 

!' 

240    242 

RHMacy 

1,298 

4.5 

292 

309 

Oscar  Mayer 

1,055 

8.5 

344 

360 

Time  inc 

911 

1 
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A  few  calming  words 
about  the  storm  over  pension  fund  investment. 


It  is  difficult  to  remem- 
ber a  time  when  there  has 
been  such  agitation  over  pen- 
sion funds.  Where  should 
the  money  be  invested?  In 
equities?  In  fixed-income  in- 
vestments? Partially  in  both? 
How  much  in  each? 

Much  of  this  confusion 
is  understandable  but  we  see 
no  real  reason  for  concern. 
Every  economic  climate  has 
its  own  opportunities.  It's  a 
question  of  being  able  to 
seize  them. 

And  the  requirement  here  is 
financial  flexibility. 

In  its  pension  fund 


investment.  Metropolitan 
Life  is,  above  ail,  flexible. 

We  have  been  able,  in 
uncertain  economic  times 
like  these,  to  use  our  fixed- 
income  investment  skills  to 
make  secure  investments 
which,  while  extremely 
stable,  still  offer  a  fine  yield. 

When  our  economic 
indicators  tell  us  we  are 
heading  for  an  improving 
economy,  we  evaluate  and 
can  purchase  those  equities 
which  we  beUeve  offer 
greatest  oppormnity  in  the 
rising  market. 

So,  regardless  of  condi- 


tions, we  are  able  to  judi- 
ciously invest  pension  funds. 
More  than  that,  we  can  insure 
your  fund  so  that  payment  to 
your  employees  is  guaranteed 
at  time  of  retirement. 

For  these  re  isons,  a 
great  number  of  companies 
large  and  small  have  decided 
to  place  their  pension  fimds  i 
with  Metropolitan  and  are 
now  avoiding  the  storm. 

We  suggest  that  you 
consider  placing  yours  with 
Metropolitan,  too. 

O  Metropolitan 

Where  the  future  is  now 


The  Forbes  Sales  500 


%  Change 

% Change 

o/oChanee  li 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

Rank 

Sales 

Over 

1975  1974             Company     ($000,000) 

1974 

197J 

i  1974 

Company     ($000,000) 

1974 

1975  1974 

Company     ($000,000) 

1974 

345    383                      Melville 

908 

18.7 

397 

169 

Kennecott  Copper 

769 

NC 

449 

412 

Gt  Northern  Nekoosa 

647 

-4.0 

346    349            Crum  &  Forster 

906 

5.5 

398 

385 

Eltra 

767 

0.3 

450 

494 

Fred  Meyer 

645 

20.1 

347    322                Zenith  Radio 

901 

-1.1 

399 

406 

Provident  Ufe  &  Ace 

766 

9.5 

451 

453 

Reliance  Electric 

643 

10.9 

348    373                        Upjohn 

891 

12.1 

400 

386 

AJrco 

766 

0.7 

452 

415 

LearSiegler 

642 

-2.4 

349    358   Owens-Corning  Fbrgis 

890 

6.8 

401 

355 

Cummins  Engine 

752 

-8.6 

453 

431 

Interiake 

641 

2.7 

350    397              Texas  Utilities 

889 

22.3 

402 

430 

Universal  Leaf 

760 

21.5 

454 

463 

Govt  Employees  Ins 

637 

11.9 

351    402            Malone&Hyde 

887 

23.5 

403 

371 

National  Industries 

759 

-4.8 

455 

■ 

Houston  Ltg  &  Power 

634 

30.3 

352    440     United  6as  Pipe  Une 

884 

45.5 

404 

438 

Revlon 

753 

23.6 

456 

370 

Consol  Freightways 

631 

-21.0 

353    303      Williams  Companies 

882 

-11.2 

405 

401 

Brown  Group 

752 

4.5 

457 

468 

Mercantile  Stores 

631 

11.8 

354    337         Anderson-Clayton 

879 

0.0 

406 

490 

Dravo 

750 

38.9 

458 

445 

Pueblo  International 

629 

6.7 

355    377            Reliance  Group 

876 

11.7 

407 

■ 

J  Ray  McDermott 

743 

74.5 

459 

498 

So  Natural  Resources 

626 

19.7 

356    324            McGraw-Edison 

875 

-3.9 

408 

442 

Central  &  South  West 

m 

24.4 

460 

■ 

Skaggs  Companies 

626 

25.5 

357    367         Sherwin-Williams 

867 

8.1 

409 

427 

Marriott 

732 

14.4 

461 

361 

UOP 

615 

-25.5 

358    366      Arien  Realty  &  Dvpt 

865 

6.9 

410 

409 

St  Joe  Minerals 

7^ 

6.1 

462 

■ 

Di  Giorgio 

613 

20.8 

359    325         Southern  Railway 

864 

-5.0 

411 

334 

First  Natl  Boston 

l9 

-18.0 

463 

419 

Lone  Star  Industries 

611 

-6.2 

360    425                            MCA 

859 

26.0 

412 

454 

Tandy 

724 

25.1 

464 

449 

Fischbach  &  Moore 

607 

4.2 

361    333           Armstrong  Cork 

859 

-3.4 

413 

403 

Northeast  Utilities 

722 

1.3 

465 

■ 

Carolina  Pwr  &  Lt 

606 

31.5 

362    327       American  Financial 

855 

-5.4 

414 

492 

Clorox 

722 

34.2 

466 

500 

Transco  Companies 

601 

15.6 

363    393                    Sunbeam 

853 

16.3 

415 

435 

Wetterau 

720 

16.4 

467 

455 

Clark  Oil  &  Refining 

600 

3.7 

364    271  Marine  Midland  Banks 

851 

-23.0 

416 

■ 

Enserch 

717 

40.5 

468 

459 

Zaie 

600 

5.1 

365    391             Castle  &  Cooke 

843 

11.9 

417 

■ 

Nicer 

716 

38.8 

469 

479 

Braniff  IntI 

599 

8.4 

366    323                 Union  Camp 

836 

-8.2 

418 

426 

Pennwalt 

714 

11.3 

470 

■ 

SmithKline  Corp 

594 

13.3 

367    392                   Giant  Food 

833 

12.4 

419 

433 

G  D  Searle 

712 

14.6 

471 

■ 

Hoover 

594 

18.1 

368      ■           Ralph  M  Parsons 

832 

112.8 

420 

341 

Charter  New  York 

709 

-18.2 

472 

■ 

Ohio  Edison 

593 

19.1 

369    285     Wheeling-Pitts  Steel 

827 

-20.3 

421 

396 

MBPXL 

709 

-2.5 

473 

466 

Knight-Ridder  News 

593 

5.0 

370    381        Crown  Cork  &  Seal 

825 

7.7 

422 

408 

Texas  Gas  Transmn 

709 

2.3 

474 

487 

Eastern  Gas  &  Fuel 

592 

8.9 

371    345   United  States  Gypsum 

820 

-4.9 

423 

340 

Mellon  National  Corp 

700 

-19.7 

475 

■ 

Nash  Finch 

589 

25.4 

372      ■      Houston  Natural  Gas 

820 

66.8 

424 

470 

Air  Prods  &  Chems 

699 

24.3 

476 

489 

Adgraph  Multigraph 

584 

8.0 

373    376                  Brunswick 

818 

4.1 

425 

326 

PACCAR 

690 

-24.0 

477 

■ 

Union  Electric 

583 

24.5 

374      ■           Tesoro  Petroleum 

816 

59.7 

426 

■ 

Utah  international 

686 

36.9 

478 

■ 

Trans  Union 

579 

18.1 

375    389                      Polaroid 

813 

7.3 

427 

462 

Waldbaum 

685 

20.2 

479 

■ 

Ryder  System 

577 

12.8 

376    413                       Timken 

804 

20.9 

428 

416 

Libbey-Owens-Ford 

684 

4.4 

480 

485 

Marshall  Field 

574 

4.8 
-9.5 

377    359             inti  Muttifoods 

801 

-3.3 

429 

390 

Akzona 

682 

-9.6 

481 

429 

ConAgra 

574 

378    387        Northwest  Airtlnes 

801 

5.5 

430 

439 

Baltimore  Gas  &  Elec 

680 

11.7 

482 

452 

Arden-Mayfalr 

572 

-1.5 

379    395               Times  Mirror 

799 

8.7 

431 

410 

USM 

679 

-1.0 

483 

■ 

Borman's 

571 

14.3 

380    404               National  Can 

799 

12.6 

432 

434 

Liggett  Group 

679 

9.4 

484 

497 

Western  Union 

569 

7.0 

381    356        Crocker  Nati  Corp 

798 

-4.2 

433 

457 

Genuine  Parts 

678 

18.4 

485 

■ 

Blua  Ball 

569 

10.7 

382    351                    Westvaco 

797 

-6.9 

434 

486 

No  States  Power 

675 

24.0 

486 

330 

Amer  Beef  Packers 

567 

-36.8 

383    342                          Budd 

794 

-8.0 

435 

471 

Chesebrough-Pond's 

675 

20.2 

487 

495 

ACF  Industries 

567 

6.0 

384    405          Schering-Plough 

793 

12.7 

436 

446 

Long  Island  Lighting 

672 

14.5 

488 

■ 

Petrolane 

566 

15.9 

385    306  Allegheny  Ludlum  Ind 

792 

-19.4 

437 

400 

Warner  Commun 

670 

-7.0 

489 

■ 

HFAhmanson 

566 

13.3 

386    375    Chromailoy  American 

791 

0.3 

438 

444 

Campbell  Taggart 

668 

13.2 

490 

■ 

Chicago  Bridge  &  Irn 

564 

21.1 

387    398                        Chubb 

796 

8.8 

439 

420 

General  Host 

668 

3.4 

491 

■ 

Baxter  Travenol 

564 

21.0 

388    278  Commonwealth  Oil  Rfg 

784 

-26.0 

440 

379 

Whittaker 

663 

-14.8 

492 

475 

Carborundum 

563 

1.1 

389      ■                           GATX 

783 

9.3 

441 

436 

Safeco 

662 

7.6 

493 

481 

Mohasco 

560 

1.7 

390    288              Phelps  Dodge 

781 

-23.9 

442 

447 

New  England  Electric 

661 

12.8 

494 

428 

Continental  Tel 

559 

-12.3 

391    378               Diamond  IntI 

779 

0.0 

443 

469 

Panhandle  Eastern 

659 

17.0 

495 

■ 

Sybron 

558 

13.5 

392    432             AFStaleyMfg 

777 

25.0 

444 

456 

Richardson-Merrell 

659 

14.3 

496 

■ 

Hershey  Foods 

556 

8.2 

393    267            Evans  Products 

774 

-30.3 

445 

414 

Kane-Miller 

658 

-0.5 

497 

■ 

Jack  Eckerd 

555 

13.4 

394    394                         Gould 

773 

4.5 

446 

■ 

Allegheny  Power 

654 

30.6 

498 

■ 

Joy  Manufacturing 

555 

40.1 

395    407            Scot  Ud  Foods 

771 

10.2 

447 

424 

Black  &  Decker 

654 

1.9 

499 

■ 

Rexnord 

554 

12.4 

396    421      Turner  Construction 

769 

19.3 

448 

■ 

Arthur  GMcKee 

651 

27.7 

500 

■ 

G  C  Murphy 

554 

10.4 

■  Not  on  500  list  In  1974.       NC-Not  comparable.                                                                                                                                                                                                        1 
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He  found  all  the 

financial  services 

his  growing  company 

required. 


Bob  faced  a  dilemma.  His  company 
needed  the  kind  of  services  only  a  ma- 
jor financial  institution  could  provide. 
Yet  he  didn't  want  to  lose  the  personal 
attention  to  which  he  was  accustomed. 
Fortunately  he  came  to  The 
Northern  Ti\ist.  And  discovered  both 
—a  complete  range  of  financial  services 
plus  people  who  understand  the  prob- 
lems of  a  growing  company  and  take 
pride  in  helping  solve  them. 


And  he  found  all  the  sophisticated 
financial  services  his  company  will  ever 
need  including:  customized  cash  man- 
agement, expert  money  market  serv- 
ices, and  experienced  help  with  financial 
planning  for  future  expansion.  The 
Northern  Trust  also  offered  him  coun- 
seling assistance  on  a  variety  of  other 
financial  services  to  meet  all  his  com- 
pany's long-range  goals. 

Most  important,  he's  found  a  bank 


that  will  respond  to  his  needs  in  good 
times  and  bad. 

If  your  company  requires  addi- 
tional financial  services,  and  you  value 
personal  attention,  remember:  The 
Northern  Trust  can  help. 

For  more  information,  contact 
Wendell  W.  Snider,  Jr.,  Senior  Vice 
President,  The  Northern  Trust  Bank, 
50  South  LaSalle  Street,  Chicago,  Illi- 
nois 60690.  (312)  630-6000. 


The  NorthernTruslBank 

Bring  your  financial  future  to  us. 
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Digital  watches^  hand-held 
calculators,  CB  radios  and  spinoffs 
won  the  rally  of  '75. 

Powered  by  that  spectacular  rally  that  sent  the  Dow 
Jones  industrials  up  250  points  in  the  first  half  of  last 
year,  it's  not  surprising  to  discover  that  over  13%  of  the 
500  companies  most  highly  valued  by  Wall  Street  last 
year  more  than  doubled  in  value. 

The  clear  winners  for  most  impressive  gain  in  overall 
market  value  were  National  Semiconductor  (up  over 
354%)  and,  a  close  second,  Tandy  (up  over  349%).  What 
superb  Christmas  gifts  they  would  have  been  at  year- 
end  1974!  In  one  year's  time  National  would  gain  432% 
in  market  value,  and  Tandy  228%.  .  .  .  Hot  digital-watch 
and  hand-held  calculator  lines  plus  price-firming  in  inte- 
grated circuits  lit  National's  fire;  for  Tandy  it  was  a  bo- 
nanza in  citizens  band  auto  radio  sales,  plus  the  stereo 
volume  of  its  Radio  Shack  chain,  plus  the  rumored  spin- 
off of  its  leather  goods  and  hobby  crafts  businesses  in 
the  fall. 

Other  star  performers:  Intel,  semiconductors  (up  241%); 
retailer  Dayton-Hudson  (up  262.3%);  Howard  Johnson, 
hotels  and  restaurants  (up  223.3%);  the  denim  duo,  Levi 
Strauss  (up  207.3%)  and  Blue  Bell  (up  206.6%);  and 
Data  General,  digital  minicomputers  (up  197.3%). 

It  was  a  market  that  wanted  no  part  of  controversy, 
however,  even  from  its  erstwhile  favorites  the  drug  com- 
panies, which  were  under  fire  for  their  pricing  practices 
as  well  as  drug  safety.  Thus,  Eh  LUly  was  off  23.8%, 
a  drop  of  over  $1  billion  in  market  value.  A.H.  Bobbins 
was  off  15.1%,  Pfizer  15.9%,  Upjohn  16.3%.  There  was  a 
smattering  of  other  declines:  Chicago  Bridge  off  12.6%, 
Liberty  National  Life  Insurance  off  20.7%  and  Burlington 
Northern  off  19.9%.  Such  declines  were  moderate  and  in- 
frequent, however,  compared  with  1974  when  the  Forbes 
Market  500  lost  $309  billion  in  value  and  only  64  com- 
panies showed  any  gain  at  all.  In  1975  the  Yardstick 
companies,  with  39  new  corporate  names,  rose  in  total 
value  from  $450  billion  to  $599  billion.  ■ 


Market 

% 

Value  of 

Change 

Rank 

Common 

Over 

1975 

1974 

Company     ($000,000) 

1974 

1 

2 

IBM 

33,603 

34.9 

2 

1 

American  Tel  &  Tel 

29,610 

18.5 

3 

3 

Exxon 

19,855 

37.4 

4 

4 

Eastman  Kodak 

17,124 

68.8 

5 

5 

General  Motors 

16,520 

87.6 

6 

6 

Sears,  Roebuck 

10,226 

34.3 

7 

9 

General  Electric 

8,504 

39.5 

8 

13 

Dow  Chemical 

8,492 

67.0 

9 

7 

Procter  &  Gamble 

7,342 

9.4 

10 

11 

Minn  Mining  &  Mfg 

6,370 

20.9 

11 

10 

Texaco 

6,345 

11.9 

12 

8 

Standard  Oil  Ind 

6,245 

-2.3 

13 

17 

E 1  du  Pont 

6,101 

37.8 

14 

12 

Amer  Home  Products 

5,239 

0.4 

15 

14 

Merck 

5,225 

4.4 

16 

16 

Johnson  &  Johnson 

5,209 

11.5 

17 

21 

Standard  Oil  Calif 

4,983 

32.0 

18 

27 

Coca-Cola 

4,927 

55.3 

19 

22 

Mobil  Oil 

4,813 

31.3 

20 

24 

Weyerhaeuser 

4,718 

36.0 

21 

20 

Schlumberger 

4,350 

9.8 

22 

18 

Atlantic  Richfield 

4,291 

0.6 

23 

26 

Phillips  Petroleum 

4,136 

25.7 

24 

29 

Ford  Motor 

4,132 

32.9 

25 

19 

Xerox 

4,048 

-0.8 

26 

35 

S  S  Kresge 

4,041 

51.9 

27 

33 

Caterpillar  Tractor 

3,996 

44.0 

28 

25 

Gulf  Oil 

3,992 

16.3 

29 

37 

Union  Carbide 

3,749 

48.5 

30 

23 

Citicorp 

3,663 

4.6 

31 

15 

Eli  Ully 

3,577 

-23.8 

32 

45 

United  Steles  Steel 

3,527 

71.3 

152 
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aeneral  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


Fldelity- 

f or  those  who  love  to 

hear  it  like  It  Is. 

It  takes  a  lot  of  engineering  skill 
to  turn  out  a  top-quality  electronic 
product  at  an  attractive  price- 
especially  in  the  highly  competi- 
tive audio  components  industry. 
GTE  Sylvania  has  done  it  with 
a  new  line  of  stereo  receivers. 
They're  something  for  an  audio 
buff  to  get  excited  about.  They 
look  beautiful  and  sound  even 
better.  And  they're  designed 
to  deliver  this  great  sound  at 
an  affordable  price. 
To  23  million  people,  GTE 
is  the  phone  company.  So— 
how  sound  comes  across  has  al- 
ways been  important  to  us.  In  au- 
dio components,  we  reach  for  the 
ultimate. 

Try  them  from  GTE  Sylvania. 
It  may  be  love  at  first  sound. 


The  Forbes  Market  501 


Market 

% 

Market 

% 

Market 

■yn 

Value  Of 

Change 

Value  of 

Change 

Value  of 

Change 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

Over 

1975  1974 

Company     ($000,000) 

1974 

1975 

1974 

Company     ($000,000) 

1974 

1975 

1974 

Company     ($000,000) 

1974 

< 

33      28 

Shell  Oil 

3,366 

6.6 

85 

106 

CBS     ] 

,333 

53.8 

137 

208 

Consolidated  Edison 

923 

100.0  1 

34      30 

Burroughs 

3,345 

12.9 

L  86 

89 

American  inti  Group     1 

1,333 

34.0 

138 

219 

Stauffer  Chemical 

919 

119.0  1 

35      43 

General  Tel  &Elec 

3,217 

50.7 

87 

72 

Union  Oil  California     ] 

1.329 

9.1 

139 

■ 

Adolph  Coors 

903 

NA     \ 

36      44 

J  C  Penney 

3,171 

49.0 

88 

88 

Alcoa     1 

[,308 

31.1 

140 

218 

Marcor 

902 

112.8 

37      34 

Philip  Morris 

3,146 

14.5 

89 

123 

Firestone     ] 

[,271 

66.6  " 

141 

136 

Central  &  South  West 

887 

27.6    1 

38      39 

Continental  Oil 

3,100 

37.2 

90 

84 

Carnation     1 

[,270 

21.5 

142 

108  Chase  Manhattan  Corp 

882 

1.9 

39      31 

Getty  Oil 

3,036 

3.0 

91 

86 

Baxter  Travenoi     1 

[,262 

23.1 

143 

297 

Diamond  Shamrock 

880 

172.0 

40      41 

BankAmerica  Corp 

2.938 

33.6 

92 

70 

Aetna  Ufe  &  Cas     ] 

[,255 

-0.6 

144 

100 

IntI  Flavors  &  Frag 

880 

-2.8 

41      46 

Warner-Lambert 

2,864 

40.4 

93 

58 

Upjohn     1 

[,254 

-16.3 

145 

168 

Crown  Zellerbach 

878 

49.8 

42      36 

Halliburton 

2,850 

8.1 

94 

68 

Texas  Utilities     ] 

[,253 

-2.3 

146 

140 

SmithKline  Corp 

877 

28.7 

43      32 

Schering-Plough 

2,841 

0.4 

95 

79 

ingersoll-Rand 

1,249 

12.2 

147 

121 

Mfrs  Hanover  Coip 

861 

12.6 

44      40 

R  J  Reynolds  Inds 

2,795 

25.7 

96 

85 

Marathon  Oil     ] 

[,242 

19.7 

148 

117 

Texasgulf 

859 

8.7 

45      64 

Monsanto 

2,659 

92.0 

97 

111 

Connecticut  General     1 

[,220 

41.5 

149 

175 

Kimberly-Clark 

855 

49.5 

46      42 

Standard  Oil  Ohio 

2.638 

21.3 

98 

59 

Sun  Company     ] 

1.190 

-20.1 

150 

209 

Houston  Natural  Gas 

833 

81.8 

47      48 

American  Express 

2,618 

41.6 

99 

90 

American  Cyanamid     1 

[,188 

19.9 

151 

96 

General  Reinsurance 

833 

-11.6 

48      53 

Hewlett-Packard 

2.613 

59.1 

100 

91 

Krafto)     ] 

1,181 

22.2 

152 

183 

Roadway  Express 

831 

55.0 

49      55 

international  Paper 

2,555 

61.9 

101 

101 

Safeway  Stores    ] 

[,173 

31.5 

153 

158 

Borden 

813 

33.9 

50      60 

Georgia-Pacific 

2,539 

77.2 

102 

94 

Motorola     ] 

[,167 

21.3 

154 

109 

Louisiana  Land 

811 

-6.3 

51      76 

Federated  Dept  Strs 

2,345 

104.5 

103 

107 

Westinghouse  Elec 

[,165 

34.4 

155 

124 

Continental  Group 

808 

61 

52      74 

McDonald's 

2,336 

100.4 

104 

87 

Hercules     ] 

[.160 

15.6 

156 

134 

Southern  Pacific 

806 

15.8 

53      57 

Texas  Instruments 

2,172 

40.2 

105 

137 

Abbott  Laboratories     ] 

[,126 

62.9 

157 

116 

Lubrizol 

802 

0.7 

54      56 

Bristol-Myers 

2,164 

38.3 

106 

110 

Continental  Corp     ] 

[,122 

29.7 

158 

128 

INA 

799 

12.5 

55      50 

Tenneco 

2,157 

25.3 

107 

145 

Pittston     ] 

[,114 

72.6 

159 

135 

Armco  Steel 

798 

14.7 

56      63 

intlTei&Tel 

2,122 

52.4 

108 

99 

Campbell  Soup     ] 

[,108 

20.8 

160 

186 

Winn-Dixie  Stores 

795 

51.4 

57      51 

Avon  Products 

2,024 

21.4 

109 

62 

Sterling  Drug     ] 

1,104 

-21.7 

161 

165  Marsh  &  McLennan  Cos 

794 

34.5 

58      52 

Coigate-Paimoihre 

1,980 

19.4 

110 

180 

Dresser  Industries     ] 

[,096 

98.8 

162 

129 

Occidental  Petroleum 

787 

10.9 

59      47 

J  P  Morgan  &  Co 

1,964 

3.7 

111 

167 

Union  Camp     ] 

1,082 

84.3 

163 

131 

G  D  Searle 

782 

10.8 

60      38 

Pfizer 

1,940 

-15.9 

112 

113 

Travelers     ] 

1,079 

27.3 

164 

132 

Santa  Fa  industries 

778 

10.5 

61      80 

Beatrice  Foods 

1,899 

72.5 

113 

148 

Revlon     ] 

1,076 

70.3 

165 

226 

Burlington  inds 

776 

89.4 

62      66 

Emerson  Electric 

1,899 

47.4 

114 

97 

Amer  Hospital  Supply     ] 

1,075 

15.5 

166 

222 

St  Regis  Paper 

769 

83.8 

63      49 

Kerr-McGee 

1,813 

1.3 

115 

75 

Cities  Service 

1,046 

-10.1 

167 

184 

Coming  Glass  Works 

767 

45.1 

64      54 

Union  Pacific 

1,803 

14.1 

116 

192 

Duke  Power     ] 

1,044 

105.3 

168 

143 

WR  Grace 

766 

16.5 

65      83 

American  Elec  Power 

1,743 

66.1 

117 

159 

Pub  Svc  Elec  &  Gas     1 

[,024 

69.6 

169 

311 

Archer  Danis  Midland 

759 

154.0 

66      77  Commonwealth  Edison 

1,718 

51.4 

118 

73 

Kennecott  Copper     ] 

1,022 

-14.5 

170 

190 

Dun  &  Bradstreet  Cos 

756 

48.2 

67      65 

Ralston  Purina 

1,689 

27.8 

119 

156 

Polaroid     1 

1,019 

66.4 

171 

174 

H  J  Heinz 

753 

30.5 

68      93 

PepsiCo 

1.663 

72.5 

120 

125 

Standard  Brands 

1,005 

35.7 

172 

170 

Delta  Air  Unes 

751 

29.1 

69      61 

Pacific  Gas  &  Elec 

1,659 

16.0 

121 

122 

Gillette 

1,004 

31.6 

173 

160 

Phelps  Dodge 

745 

23.9 

70     157 

Digital  Equipment 

1,654 

172.3 

122 

119 

CPC  International     1 

1,003 

28.7 

174 

173 

Northern  Natural  Gas 

745 

28.5 

71     112 

Southern  Company 

1,626 

90.9 

123 

185 

Florida  Power  &  Lt 

996 

88.7 

175 

176 

Middle  South  Utils 

744 

30.4 

72      78 

Kellogg 

1.583 

41.1 

124 

217 

Heublein 

988 

132.5 

176 

164 

Rohm  &  Haas 

743 

25.8 

73      98 

Goodyear 

1.558 

69.7 

125 

120 

American  Brands 

988 

27.6 

177 

252 

TRW 

742 

99.3 

74      69 

Deere 

1,545 

22.1 

126 

103 

AMP 

983 

11.2 

178 

127 

Columbia  Gas  System 

742 

3.4 

75     146 

Walt  Disney 

1,530 

140.6 

127 

104 

Black  &  Decker 

970 

11.2 

179 

171 

inland  Steel 

739 

27.2 

76      82 

Anheuser-Busch 

1,521 

40.6 

128 

172 

Phila  Electric 

963 

66.0 

180 

191 

PPG  Industries 

736 

44.4 

77      67 

Squibb 

1.484 

15.7 

129 

169 

Chesebrough-Pond's 

957 

63.4 

181 

162 

Rockwell  IntI 

731 

22.3 

78      71 

Utah  International 

1,482 

19.0 

130 

210 

Norton  Simon 

955 

110.5 

182 

154 

Southern  Railway 

729 

17.8 

79    126 

AMAX 

1,469 

100.2 

131 

182 

Whirlpool 

938 

75.0 

183 

206 

Becton,  Dickinson 

722 

55.1 

80      92 

General  Mills 

1,466 

51.9 

132 

147 

Air  Prods  &  Chems 

932 

47.0 

184 

204 

Owens-Illinois 

721 

54.0 

81      81 

Bethlehem  Steel 

1,435 

32.2 

133 

114 

So  Calif  Edison 

932 

12.1 

185 

105 

Fedl  Natl  Mortgage 

718 

-17.3  ' 

82     115 

RCA 

1,426 

78.1 

134 

193 

General  Public  Utils 

931 

87.2 

186 

141 

First  Chicago  Corp 

716 

5.3  i 

83     102 

General  Foods 

1,375 

54.6 

135 

118 

Allied  Chemical 

928 

17.8 

187 

231 

No  States  Power 

715 

76.5 

84      95 

Sperry  Rand 

1,360 

44.1 

136 

202 

Va  Electric  &  Power 

926 

94.3 

188 

155 

National  Steel 

714 

16.0 

■  Not  on  500  list  in  1974.        NA-Not  availabla. 
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The  jaiy  smiled 

>viien  th€;y  made  the  award. 

Thc^ydidn't  knowit  was  eoming 

ottt  of  their  own  poekets. 


They  thought 
they  were  giving 
away  the  insurance 
company's  money. 

So  it  wouldn't 
hurt  to  be  generous. 

Because  insurance 
companies  can  afford 
to  pay  big  awards. 
All  they  have  to  do  is 
collect  higher 
insurance  premiums. 

From  you. 

And  excessive 
awards  eventually  cost  you  money. 

We  don't  object  to  paying 
fair  awards.  That's  our  business. 
But  paying  exaggerated  awards 
inflates  costs. 

And  can  affect  your  insurance 
in  other  ways.  Insurance 
companies  might  be  forced  to 
limit  the  kinds  of  coverage  or 
the  number  of  policies  they  write. 

Insurance,  after  all,  is  simply  a 
means  of  spreading  risk.  Insurance 
companies  collect  premiums 
from  many  people  and  compen- 
sate the  few  who  have  losses. 
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The  price  of  insurance  must 
reflect  the  rising  cost  of  compensat- 
ing those  losses  and  the  work 
that  goes  into  doing  that. 

And  that  includes  the  escalation 
in  jury  awards. 

That's  why  your  premiums  have 
been  going  up. 

No  one  likes  higher  prices. 
But  we  're  telling  it  straight. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMMNIES 

1HE  POLICY  MAKERS. 
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Market 

% 

1 

Market 

% 

Market 

% 

Value  Of 

Change 

Value  of 

Change 

Value  of 

Change 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

Over 

1975  1974             Company     ($000,000) 

1974 

1975 

1974 

Company     ($000,000) 

1974 

1975 

1974 

Company     ($000,000) 

1974 

189     198 

Gannett 

712 

45.3 

241 

247 

Richardson-Merrell 

578 

53.2 

293 

■ 

Tandy 

471 

349.2 

190     291 

May  Dept  Stores 

709 

117.9 

242 

142 

Chicago  Bridge  &  Iron 

575 

-12.6 

294 

242 

Ashland  Oil 

470 

23.2 

191     187  Engelhard  Min  &  Chem 

706 

34.5 

243 

271 

NCR 

571 

62.7 

295 

268 

Farmers  Group 

469 

32.8 

192     130 

Texas  Eastern 

704 

-0.5 

244 

214 

Greyhound 

570 

31.9 

296 

397 

Carter  Hawley  Hale 

467 

113.6 

193     244 

Raytheon 

699 

84.4 

245 

377 

MCA 

567 

135.8 

297 

335 

Duquesne  Light 

465 

67.4 

194     279 

St  ioe  Minerals 

695 

103.4 

246 

205 

Newmont  Mining 

566 

"21.4 

298 

374 

Associated  Diy  Goods 

464 

92.4 

195     304 

Boise  Cascade 

695 

124.5 

247 

383 

Dana 

565 

142.1 

299 

234 

Colonial  Penn  Group 

462 

15.8 

196     282 

UAL 

694 

104.6 

248 

241 

United  Technologies 

564 

47.1 

300 

232 

Consoi  Natural  Gas 

461 

14.7 

197     144 

Am  Natural  Resources 

692 

5.8 

249 

296 

Northeast  Utilities 

564 

73.8 

301 

250 

Continental  Tel 

460 

22.5 

198     177 

United  Telecom 

687 

20.5 

250 

196 

Houston  Ltg  &  Power 

561 

14.0 

302 

391 

Knight-Ridder  News 

456 

103.8 

199     188 

Mapco 

682 

30.4 

251 

189 

American  Can 

560 

8.8 

303 

211 

DEKALB  AgResearch 

453 

0.8 

200     201 

Household  Finance 

678 

41.5 

252 

203 

NLT 

558 

17.4 

304 

317 

Gardner-Denver 

453 

54.1 

201     240 

Baker  International 

674 

72.3 

253 

349 

Bendix 

556 

113.1 

305 

239 

Chubb 

448 

14.4 

202     243 

Gulf  &  Western  Inds 

674 

77.1 

254 

213 

Jos  Schtitz  Brewing 

556 

27.5 

306 

285 

Champion  Spark  Plug 

447 

32.0 

203     224 

Honeywell 

664 

61.9 

255 

248 

Public  Service  Ind 

554 

47.0 

307 

430 

Zenith  Radio 

444 

130.5 

204     150 

Norfolk  &  Western  Ry 

663 

5.7 

258 

346 

Fluor 

553 

108.6 

308 

315 

ARA  Services 

443 

48.9 

205     133 

Jefferson-Pilot 

662 

-5.6 

257 

199 

Lincoln  Natl  Corp 

552 

12.6 

309 

484 

Melville 

442 

182.7 

206     138 

Superior  Oil 

656 

-5.1 

258 

312 

McDonnell  Douglas 

551 

84.5 

310 

■ 

Levi  Strauss 

439 

207.3 

207     275 

Niagara  Mohawk  Pwr 

655 

88.0 

259 

289 

Esmark 

548 

67.5 

311 

261 

Republic  Steel 

439 

20.6 

208     362 

Carolina  Pwr  &  Lt 

654 

156.5 

260 

195 

First  Inti  Bshs 

546 

10.6 

312 

179 

Uberty  Natl  Ufe 

439 

-20.7 

209     257 

Detroit  Edison 

650 

77.7 

261 

269 

Union  Electric 

545 

55.0 

313 

258 

Johns-Manville 

438 

20.2 

210     166 

St  Paul  Companies 

647 

10.3 

262 

220 

U  S  Fidelity  &  Gty 

545 

29.9 

314 

227 

Chemical  New  York 

437 

7.0 

211     200 

Chessie  System 

646 

32.0 

263 

251 

Transamerica 

544 

45.7 

315 

255 

Hughes  Tool 

436 

17.9 

212     283 

FMC 

642 

89.5 

264 

340 

Quaker  Oats 

544 

99.6 

316 

399 

Koppers 

433 

99.2 

213     153 

Inti  Minerals  &  Chem 

642 

2.7 

265 

406 

Marriott 

535 

152.8 

317 

245 

Western  Bancorp 

432 

14.2 

214     246 

Owens-Corning  Fbrgis 

636 

68.5 

266 

373 

Kaiser  Alum  &  Chem 

535 

121.0 

318 

298 

Cleveland  Elec  Ilium 

430 

33.1 

215     178 

Peoples  Gas 

633 

14.1 

267 

307 

Illinois  Power 

532 

75.6 

319 

360 

Maytag 

424 

66.0 

216     343 

FWWooiworth 

632 

136.6 

268 

264 

Pa  Power  &  Light 

524 

46.7 

320 

487 

Holiday  Inns 

424 

173.6 

217     368 

Time  inc 

627 

153.2 

269 

355 

Consumers  Power 

524 

102.1 

321 

292 

Potomac  Elec  Power 

424 

30.3 

218     161 

Armstrong  Cork 

624 

4.3 

270 

361 

Big  Three  Industries 

518 

103.1 

322 

274 

Tampax 

423 

21.0 

219     181 

Inti  Harvester 

624 

13.7 

271 

286 

Boeing 

517 

55.0 

323 

221 

Panhandle  Eastern 

420 

0.4 

220     163 

Pennzoil 

623 

4.9 

272 

398 

Interco 

516 

137.3 

324 

331 

Diamond  Inti 

420 

49.0 

221     277 

Times  Mirror 

621 

78.7 

273 

235 

Merrill  Lynch  &  Co 

516 

30.3 

325 

458 

Florida  Power 

416 

139.6  . 

222     149 

Williams  Companies 

620 

-1.5 

274 

236 

Northwest  Bancorp 

514 

30.0 

326 

■ 

Dayton-Hudson 

416 

262.3  1 

223     207 

Continental  Illinois 

620 

34.0 

275 

301 

Jim  Walter 

514 

62.1 

327 

396 

Dow  Jones 

413 

87.5   1 

224     270 

Nabisco 

614 

75.0 

276 

318 

Champion  Inti 

509 

73.7 

328 

353 

Timken 

413 

58.8 

225     267 

Celanese 

614 

72.8 

277 

363 

Long  Island  Lighting 

509 

100.7 

329 

422 

General  Dynamics 

407 

102.4 

226     345 

Dart  industries 

609 

129.5 

278 

212 

Scott  Paper 

506 

15.8 

330 

295 

Oklahoma  Gas  &  Elec 

403 

24.1 

227     329 

Lucky  Stores 

609 

114.9 

279 

276 

Allegheny  Power 

505 

45.1 

331 

229 

Homestake  Mining 

402 

-1.1 

228     216 

Chrysler 

609 

41.6 

280 

288 

Eaton 

504 

53.7 

332 

334 

Southland  Corp 

401 

43.9 

229     197 

First  Bank  System 

608 

23.8 

281 

■ 

Natl  Semiconductor 

503 

354.4 

333 

272 

National  Distillers 

400 

14.1 

230     294 

Pacific  Pwr  &  Lt 

607 

87.1 

282 

281 

Square  D 

500 

47.0 

334 

194 

Buriington  Northern 

398 

-199 

231     139 

Capital  Holding  Corp 

606 

-12.2 

283 

309 

Yellow  Freight  Syst 

499 

65.1 

335 

266 

National  Chemsearch 

398 

11.8 

232     151 

i  Ray  McDermott 

606 

-3.4 

284 

354 

Northwest  Airiines 

497 

91.7 

336 

341 

Cincinnati  G  &  E 

396 

46.2 

233     2M 

Naico  Chemical 

603 

78.2 

285 

263 

Mellon  National  Corp 

495 

37.4 

337 

394 

Hanna  Mining 

396 

79,1 

234     230 

Baltimore  Gas  &  Elec 

602 

48.4 

286 

376 

Petrie  Stores 

494 

105.1 

338 

328 

No  Indiana  Pub  Svc 

395 

395 

235     260 

Textron 

600 

64.7 

287 

215 

So  Natural  Resources 

485 

12.9 

339 

375 

Lowe's  Companies 

395 

640 

236     249 

Ohio  Edison 

598 

58.9 

288 

256 

Safeco 

483 

30.8 

340 

387 

Joy  Manufacturing 

394 

74.6 

237     152 

CIT  Financial 

594 

-5.1 

289 

420 

Pillsbury 

482 

138.6 

341 

467 

Tektronix 

394 

133.0 

238     280 

Consolidated  Foods 

590 

72.7 

290 

253 

Wisconsin  Elec  Power 

479 

28.7 

342 

308 

Bucyrus-Erie 

393 

29.8 

239     254 

Genuine  Parts 

587 

57.6 

291 

■ 

Intel 

476 

241.0 

343 

390 

Geni  Tire  &  Rubber 

390 

74.0 

240     259 

Masco 

585 

60.7 

292 

332 

Jack  Eckerd 

471 

67.9 

344 

325 

El  Paso  Company 

390 

36.3 

■   Not  on  500  list  in  1974. 

FORBES,    MAY    15.    1976 


"In  a  free  government, 
the  security  of  civil  rights  must  be  the  same  as  that  for  religious  rights. 

It  consists  In  the  one  case  in  the  multiplicity  of  interests, 
and  in  the  other,  in  the  multiplicity  of  sects." 


James  Madison, 
The  Federalist  Papers 
Number  51,  The  Social 
Foundation  of  Political  Freedom. 


Container  Corporation  of  America 
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Artist:  Jacob  Lawrence 


Great  Ideas:  One  of  a  Series 
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'I'his  is  a  2.45  ca\<\\  rouiul  soliMiiv 
(Hnlarge'd  for  dt'tail.) 


How  close  can  you  come 

to  eternity? 


Perhaps  when  you  look  into  the  heart  of  a  diamond,  you  can 
begin  to  understand. 

Although  this  photograph  captures  one  beautiful  moment  of  this 
diamond,  no  photograph  can  capture,  in  split  second  time,  the  true  nature 
of  this  elusive,  spontaneous  beauty  Because  every  color  is  there.  Every- 
where. Never  seeming  to  be  in  the  same  place  twice.  Jumping  from  a 
slash  of  red,  to  a  glint  of  green,  a  glimmer  of  orange  and  yellow,  then  into 
a  flash  of  blue.  Over  and  over  again.  With  an  intensity  and  a  "fire"  that 
never  dies. 

An  infinity  of  prisms  and  mirrors  with  no  beginning  and  no  end. 
Created  over  a  million  years  ago,  to  be  alive  a  million  years  from  now. 

Like  this  2.45  carat  diamond.  Very  large,  and  very  rare.  Valued  at 
approximately  $18,000.*  With  no  equal,  because  no  two  diamonds 
are  ever  created  the  same.  It  reaches  out  as  only  a  diamond  can, 
seeming  to  hold  back  the  sands  of  time. 


A  diamond  is  forever. 

*This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
much  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines,  Ltd. 


For  nearly  half  a  century,  Fiduciary 
Trust  Company  of  New  York  has  devoted 
all  its  time,  skills  and  energy  to  all  aspects 
of  investment  management,  including 
tax,  trust  and  estate  matters  in  cooperation 
with  your  family  attorney.  Fiduciary 
avoids  all  the  unrelated  activities 
traditionally  associated  with  commercial 
banking.  Fiduciary.  The  non-bank  bank. 


tf-*«f--" 


TRUST  COMPANY  OF  NEW  YORK 


TWO  WORLD  TRADE  CENTER,  NY  10048 

TELEPHONE  (212)  466-4100 
EUROPEAN  OFFICES:  London/Geneva 


The  Forbes  Market  500 
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Market 

% 

Market 

% 

Market 

% 

Value  Of 

Change 

Value  of 

Change 

Value  of 

Change 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

Over 

1975  1974 

Company     ($000,000) 

1974 

1975 

1974 

Company      ($000,000) 

1974 

1975 

1974 

Company      ($000,000) 

1974 

»45    441 

Fort  Howard  Paper 

390 

111.0 

397 

408 

Snap-On  Tools 

311 

49.3 

449 

■ 

Dillon  Companies 

264 

94.0 

«46     300 

Centra!  Tel  &  Utils 

389 

22.2 

398 

476 

Republic  of  Texas 

311 

90.4 

450 

327 

Comsat 

264 

-7.1 

M7     337 

Gulf  States  Utits 

389 

41.6 

399 

352 

Wells  Fargo 

310 

19.3 

451 

■ 

R  H  Macy 

252 

121.6 

148    321 

Texas  Commerce  Bshs 

389 

32.7 

400 

477 

Williamette  inds 

310 

90.9 

452 

455 

Southwestern  Pub  Svc 

261 

46.9 

149     265 

R  R  Donnelley  &  Sons 

385 

8.0 

401 

330 

Masonite 

310 

9.5 

453 

■ 

So  Carolina  E  &  G 

260 

90.1 

150     305 

Martin  Marietta 

383 

24.5 

402 

464 

Mercantile  Stores 

310 

82.6 

454 

401 

Avery  international 

260 

21.2 

J51     367 

Reynolds  Metals 

382 

53.9 

403 

440 

Gt  Northern  Nekoosa 

309 

65.5 

455 

293 

Texas  Oil  &  Gas 

260 

-20.1 

352     273 

Amerada  Hess 

381 

9.0 

404 

287 

Bankers  Trust  N  Y 

306 

-7.5 

456 

495 

Central  Soya 

258 

68.0 

J53     403 

Nev/  England  Electric 

381 

78.4 

405 

365 

Del  Monte 

306 

22.8 

457 

418 

Texas  Gas  Transmn 

257 

27.0 

354     463 

Auto  Data  Processing 

379 

122.9 

406 

324 

Deluxe  Check  Printrs 

305 

6.1 

458 

429 

B  F  Goodrich 

257 

33.3 

355     313 

Anaconda 

378 

26.9 

407 

414 

Crum  &  Forster 

305 

48.7 

459 

425 

Thomas  &  Betts 

257 

30.5 

356     237 

Franklin  Life  Ins 

373 

-5.3 

408 

333 

Pullman 

304 

8.3 

460 

459 

Portland  GenI  Elec 

256 

48.6 

357     380 

Public  Service  Colo 

371 

56.2 

409 

338 

Signal  Companies 

304 

11.5 

461 

■ 

American  Airiines 

253 

73.2 

358     339 

Mallinckrodt 

371 

36.3 

410 

302 

Walter  E  Heller  inti 

301 

-4.8 

462 

■ 

Columbus  &  So  Ohio 

253 

168.3 

359     370 

Borg-Warner 

371 

50.2 

411 

438 

Teledyne 

301 

59.7 

463 

421 

Raychem 

252 

25.0 

360      ■ 

Allied  Stores 

370 

194.0 

412 

■ 

McGraw-Hill 

300 

116.7 

464 

488 

Crocker  Natl  Corp 

252 

63.0 

361     348 

Emery  Air  Freight 

367 

40.2 

413 

223 

Seaboard  Coast  Line 

300 

-27.6 

465 

427 

Illinois  Tool  Works 

250 

27.5 

362     454 

Potlatch 

367 

106.1 

414 

450 

Arizona  Public  Serv 

299 

66.3 

466 

■ 

Tampa  Electric 

249 

109.8 

363     442 

McGraw-Edison 

366 

98.0 

415 

471 

Sunbeam 

298 

78.2 

467 

326 

Pioneer  Hi-Bred  IntI 

248 

-12.8 

364     320 

Perkin-Elmer 

364 

24.1 

416 

278 

A  H  Robins 

294 

-15.1 

468 

■ 

Hobart 

247 

89.2 

365     448 

AMF 

362 

99.5 

417 

465 

Control  Data 

294 

73.4 

469 

402 

USLIFE 

247 

15.2 

366    385 

Longs  Drug  Stores 

361 

57.0 

418 

426 

Natl  Starch  &  Chem 

291 

48.0 

470 

407 

Kroger 

246 

17.8 

367     400 

Westvaco 

358 

66.5 

419 

382 

Betz  Laboratories 

288 

22.7 

471 

■ 

Cooper  Industries 

246 

127.7 

368     460 

01  in  Corp 

358 

108.6 

420 

417 

Cleveland-Cliffs 

286 

41.0 

472 

497 

Libbey-Owens-Ford 

246 

60.9 

369     238 

Enserch 

355 

-9.5 

421 

351 

Crown  Cork  &  Seal 

283 

8.6 

473 

347 

Southwestern  Life 

243 

-7.9 

370    262 

ASARCO 

351 

-3.5 

422 

435 

Amer  GenI  insurance 

281 

48.1 

474 

■ 

Hershey  Foods 

243 

110.4 

371     389 

WW  Grainger 

351 

56.1 

423 

415 

Ark  Louisiana  Gas 

281 

37.3 

475 

498 

Delmarva  Power  &  Lt 

242 

59.0 

372     323 

So  New  England  Tel 

350 

21.3 

424 

381 

lU  international 

280 

18.3 

476 

364 

General  American  Oil 

242 

-3.7 

373     357 

First  Charter  FinI 

349 

35.0 

425 

■ 

A  E  Staksy  Mfg 

279 

138.0 

477 

306 

Mesa  Petroleum 

242 

-21.2 

374    490 

Seven-Up 

348 

125.0 

426 

■ 

Rollins  Inc 

278 

91.6 

478 

■ 

Smith  international 

241 

60.1 

375    405 

Eastern  Gas  &  Fuel 

343 

61.8 

427 

314 

First  Natl  Boston 

278 

-6.6 

479 

412 

Liggett  Group 

241 

16.8 

376    303 

Clark  Equipment 

342 

9.2 

428 

478 

Wm  Wrigley  Jr 

277 

70.6 

480 

■ 

Gould 

241 

75.7 

377     233 

Bandag 

341 

-15.1 

iK9 

356 

Rorer-Amchem 

277 

7.2 

481 

■ 

VFCorp 

241 

69.9 

378    322 

Security  Pacific 

341 

17.9 

430 

384 

United  States  Gypsum 

276 

19.0 

482 

496 

Crane 

240 

56.6 

379     386 

Amer  Broadcasting 

339 

49.4 

431 

393 

Ethyl 

276 

24.5 

483 

■ 

Oscar  Mayer 

239 

70.9 

J80     316 

American  Petroftna 

339 

13.9 

432 

428 

Loews 

276 

42.5 

484 

457 

Natl  Detroit  Corp 

238 

36.8 

181     310 

Economics  Laboratory 

338 

12.8 

433 

447 

Utah  Power  &  Light 

276 

51.1 

485 

379 

Southland  Royalty 

238 

-0.6 

382      ■ 

Data  General 

338 

197.3 

434 

470 

Carrier 

275 

64.4 

486 

■ 

Tropicana  Products 

237 

77.0 

183     366 

Pacific  Lighting 

337 

35.4 

435 

■ 

N  Y  State  Eiec  &  Gas 

275 

82.4 

487 

371 

Quaker  State  Oil 

237 

-3.3 

184     350 

Beneficial  Corp 

335 

28.5 

436 

469 

Dayton  Power  &  Light 

274 

62.4 

488 

■ 

Toledo  Edison 

235 

81.2 

W5     225 

Freeport  Minerals 

335 

-18.4 

437 

■ 

Northwest  industries 

272 

136.2 

489 

■ 

Outboard  Marine 

235 

144.2 

86    342  Combustion  Engtneerg 

331 

23.7 

438 

431 

Montana  Power 

271 

41.1 

490 

■ 

North  Ame'  Philips 

235 

74.8 

!87    479 

Capital  Cities  Comm 

328 

102.0 

439 

■ 

Westmoreland  Coal 

271 

126.3 

491 

■ 

Warner  Commun 

234 

76.7 

188    344 

Briggs  &  Stratton 

325 

22.4 

440 

419 

Castje  &  Cooke 

270 

33.7 

492 

■ 

Kaiser  Industries 

234 

84.1 

189     404 

Louisiana-Pacific 

320 

50.8 

441 

■ 

Clorox 

269 

84.9 

493 

432 

Signode 

232 

20.9 

90      ■ 

Howard  Johnson 

318 

223.3 

442 

449 

General  Signal 

267 

47.6 

494 

■ 

Eltra 

232 

57.9 

191     290 

Trans  Union 

317 

-3.1 

443 

411 

MGiC  Investment 

267 

29.4 

495 

■ 

Blue  Bell 

230 

206.6 

192     423 

Otis  Elevator 

316 

57.8 

444 

358 

Cameron  Iron  Works 

267 

3.6 

496 

424 

Jewel  Companies 

230 

15.7 

193     480 

Pacific  Lumber 

316 

97.6 

445 

456 

Combined  Insurance 

265 

50.9 

497 

378 

Cyprus  Mines 

229 

-4.6 

94     299 

GATX 

316 

-1.7 

446 

437 

Mead 

265 

40.2 

498 

■ 

AC  Nielsen 

228 

95.5 

95     336 

N  L  Industries 

314 

13.0 

447 

■ 

ZaIe 

265 

120.6 

499 

410 

Provident  Life  &  Ace 

226 

9.5 

96     372 

No  Illinois  Gas 

312 

28.5 

448 

444 

Great  Att&Pac  Tea 

264 

44.1 

500 

474 

Babcock  &  Wilcox 

226 

38.1 

•   Not  on  500  list  in  1974. 

FORBES,    MAY    15,    1976 
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The 
Forbes 
Assets 
500 


The  banks  battle 
zero  growth. 

The  banks,  whose  expansion  pushed  the  assets  list  ever 
upward  in  recent  years,  slowed  way  down  in  1975.  Sub- 
stantial operations  like  the  Marine  Midland  Banks,  Se- 
curity Pacific  and  Mellon  National  all  suffered  asset  de- 
clines. BankAmerica's  growth-rate  factor  was  cut  in  half, 
and  Citicorp's  dropped  to  a  big  fat  zero. 

For  the  banks,  however,  the  decline  is  rather  healthy. 
A  good  part  of  the  vanished  assets  were  supported  by  mon- 
ey borrowed  on  expensive  certificates  of  deposit  or  at  high 
rates  on  the  Eurodollar  market.  Also,  bank  loan  portfolios, 
though  smaller,  are  healthier  than  they  were  during  the 
now-vanished  inflation  boom  of  a  couple  of  years  ago. 

The  industrials  made  no  great  headway  either.  Gen- 
eral Motors,  on  a  comeback  trail,  rose  only  a  notch  to 
tenth  place.  And  there  were  significant  dropouts  from 
the  assets  list,  companies  like  Campbell  Soup,  Fruehauf, 
Walter  Kidde,  White  Motor  and  the  Chicago,  Milwaukee. 

Not  everyone  had  trouble  expanding  his  girth,  however. 
McDonald's  fast-food  chain  went  skittering  up  57  rungs 
on  the  list.  The  value  of  those  golden  arches,  often  with 
land  beneath,  rose  from  $853  million  to  over  $1  bil- 
lion. Companies  like  Sohio,  International  Minerals  & 
Chemical  and  United  Technologies  also  took  heady  steps 
upward.  But  often  much  of  that  came  from  mergers- 
United  with  Otis  Elevator  and  International  Minerals  with 
Commercial  Solvents  and  Sobin  Chemicals.  Much  of 
Sohio's  asset  growth  came  from  the  building  of  the  Alas- 
kan pipeline  in  which  it  has  a  joint  interest. 

All  of  that  ought  to  make  the  eagle-eyed  investor  ques- 
tion the  quality  of  total  asset  figures.  Sohio  may  find  that 
high  construction  costs  caused  it  to  overvalue  pipeline  as- 
sets, while  the  value  of  its  still  untapped  Alaskan  re- 
serves may  be  understated. 

Obviously,  more  than  one  indicator  is  needed  to  measure 
a  company.   ■ 


% Change 

Rank 

Assets 

Over 

1975  1974 

Company     ($000,000) 

1974 

1 

1 

American  Tel  &  Tel 

80,156 

8.3 

2 

2 

BankAmerica  Corp 

66,763 

10.6 

3 

3 

Citicorp 

57,850 

0.0 

4 

4  Chase  Manhattan  Corp 

41,414 

-2.6 

5 

5 

Exxon 

32,839 

4.8 

6 

6 

Fedl  Natl  Mortgage 

31,596 

6.5 

7 

8 

Mfrs  Hanover  Corp 

28,291 

9.9 

8 

7 

J  P  Morgan  &  Co 

25,832 

-0.5 

9 

9 

Chemical  New  York 

23,771 

7.2 

10 

11 

General  Motors 

21,602 

6.0 

11 

10 

Bankers  Trust  N  Y 

20,611 

1.1 

12 

12 

Continental  Illinois 

20,226 

2.2 

13 

13 

First  Chicago  Corp 

19,012 

-0.7 

14 

14 

Western  Bancorp 

18,713 

-0.1 

15 

15 

Texaco 

17,262 

0.5 

16 

18 

Sears,  Roebuck 

16,772 

10.2 

17 

16 

IntI  Tel  &  Tel 

16,234 

0.5 

18 

21 

IBM 

15.530 

10.7 

19 

22 

Aetna  Life  &  Cas 

15,464 

11.4 

20 

20 

Mobil  Oil 

15,050 

6.9 

21 

17 

Security  Pacific 

14,874 

-4.0 

22 

19 

Ford  Motor 

14,000 

-1.1 

23 

27 

Standard  Oil  Calif 

12,892 

10.8 

24 

26 

General  Tel  &  Elec 

12,714 

6.2 

25 

25 

Gulf  Oil 

12,425 

-0.6 

26 

23 

Wells  Fargo 

12,362 

-2.5 

27 

31 

Travelers 

11,240 

14.2 

28 

28 

Charter  New  York 

11,107 

-2.1 

29 

24  Marine  Midland  Banks 

11,104 

-12.3 

30 

29 

Crocker  Natl  Corp 

10,449 

1.5 

31 

33 

Standard  Oil  Ind 

9,854 

10.5 

32 

32 

General  Electric 

9.764 

4.2 
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BERGSTROM 

PAPER  COMPANY 

Neenah.  Wisconsin  54956.  Phone  414-725-3011. 


NASDAQ  Symbol:  BPER 


« 


Now  is 


the  best  time 
in  200  years 

for  you  to  buy 

a  new  hcnne." 


"That's  a  message  for  America's  future. 
Not  her  past.  A  message  that  needs  to 
be  heard.  Admittedly,  some  people 
have  been  negative  about  the 
homebuilding  business  during  the  past 
two  years.  But  housing  is  now  on  the 
uptum  and  we  want  to  help  it  gain  solid 
momentum  by  convincing  Americans 
that  owning  a  home  is  a  good 
investment.  So  at  National  Gypsum 
Company  we're  putting  our  money 
where  our  mouth  is  and  betting  on  the 
building  business  in  1976." 


Straight  talk  from  William  M.  North 

Chairman  of  the  Board,  National  Gypsum  Company 


How  we*re  going  to  do  this. 

By  launching  a  consumer 
advertising  program  aimed  at  the 
lucrative  market  of  young  families  who 
have  the  motivation  and  desire  to  own 
a  reasonably  priced  home  of  their  own. 

Here's  what  the  message  wilt  say: 

That  now  is  indeed  the  best  time  in 
200  years  to  buy  a  new  home.  Because 
building  products  are  better  than  ever 
and  houses  are  better  constructed. . . 
because  banks  and  other  lending 
institutions  are  more  cooperative. . . 
because  the  Federal  government  helps 
prospective  homeowners. .  .and  because 
a  home  is  a  good  investment,  with 
monthly  mortgage  payments  that  yield 
valuable  tax  deductions  and  build  equity. 

We  will  also  make  the  point  that 
homeowning  families  are  generally 
happier  and  more  fulfilled  because  a 
home  gives  each  member  a  feeling  of 
belonging  and  a  sense  of  something 
that  is  his.  Each  ad  will  offer  for  $1 .00, 
an  informative  guidebook  entitled, 
"The  Realities  of  Buying  a  Home." 

The  second  half  of  our  campaign. 

We  want  to  help  builders  Tn  their 
local  markets.  Through  our  trade 
advertising  and  sales  calls,  we'll  offer 
them  a  complete  assortment  of  tie-in 
promotional  materials  for  their  own 
use.  Builders  can  also  obtain  low-cost, 
imprinted  quantities  of  "The  Realities 
of  Buying  a  Home"  to  offer  their 
prospects. 

Why  are  we  doing  this? 

Because  one  out  of  every  ten 
dollars  in  America's  gross  national 
product  is  iied  in  some  way  to 
construction.  Obsolete  and  substandard 
housing,  new  household  formation, 
overcrowding,  excessive  rent  burden 
and  decaying  neighborhoods  have 
I  created  a  pent-up  need  for  better 


housing.  The  "short  fall"  was  estimated 
at  more  than  2.1  million  units  at  the 
end  of  1975  —  a  full  year's  housing 
production. 

America's  housing  needs  must  be 
met.  And  we  at  National  Gypsum 
Company  are  tailored  to  respond.  As  a 
capital-intensive  company  with 
substantial  existing  capacity,  we  can 
produce  more  volume  with  present 
production  facilities.  Another  way  of 
saying  that  we  can  meet  any  upturn  in 
market  demand  and  we  will  all  profit 
from  it. 

As  we  look  at  the  American 
economy  today,  we  see  gradual  but 
inevitable  recovery  ahead,  with  a 
healthy  construction  industry.  For  all 
segments  of  that  industry,  we  will 
continue  to  produce  affordable,  high 
quality  products  to  meet  the  changing 
needs  of  the  vibrant  American  lifestyle. 

To  home  buyers  and  builders: 

The  time  is  right,  the  market  is 
right,  the  economy  is  right.  Let's  go! 

NAnONAL  GYPSUM 
COMmNY 

A  half  century  of  helping  to  build  a  better  America. 


American  Olean  Tile:  Nation's  largest  producer  of 

glazed  tile,  ceramic  mosaics  and  quarry  tile. 

Binning's  Building  Products:  Wide  variety  of 

fabricated  aluminum  and  glass  building  products. 

Binswanger  Glass:  Largest  independent  distributor 

and  installer  of  construction  glass. 

DMH  Company:  A  leader  in  manufactured  housing 

and  specialty  units. 

Gold  Bond  Building  Products:  Highly  diversified 

manufacturer  of  more  than  300  wall  and  ceiling 

products. 

Huron  Cement/ Al I entown  Cement:  A  complete  line 

of  quality  Portland  and  masonry  cements. 

Multicolor  Wallcoverings:  A  leader  in  printed  and 

embossed  vinyl  wallcoverings. 

Thomas  Strahan  Company:  Nationally  known  for 

wallpaper  designs  and  coordinated  fabrics. 


For  a  copy  of  our  1975  Annual  Report,  write  to: 
Secretary,  National  Gypsum  Company, 
Buffalo,  New  York  14202. 
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1974 

1975 

1974 

Company     ($000,000) 

1974 

1975 

1974 

Company     ($000,000) 

1974 

33       35 

Connecticut  General 

9,258 

10.9 

85 

83 

NCNB 

4,091 

5.0 

137 

115 

BanCal  Tri-State 

3,084 

1.2 

34      30 

Mellon  National  Corp 

9,018 

-9.1 

86 

85 

CleveTrust  Corp 

4.088 

5.9 

138 

123 

Citizens  &  Southern 

3,083 

2.4 

35      38 

American  Express 

8,971 

18.5 

87 

94 

Amer  GenI  insurance 

4,083 

13.7 

139 

134 

Minn  Mining  &  Mfg 

3,017 

6.2 

36      34 

First  Natl  Boston 

8,614 

-1.2 

88 

78 

Union  Bancorp 

4,025 

-1.5 

140 

122 

Fideicor 

2,952 

-2.1 

37      36 

United  States  Steel 

8,148 

5.6 

89 

90 

Phila  Electric 

3,961 

8.0    < 

141 

117 

Rockwell  inti 

2,888 

-5.1 

38      41 

Northwest  Bancorp 

7,387 

4.7 

90 

88 

City  Investing 

3,938 

4.7 

142 

148 

Santa  Fe  Industries 

2,844 

7.7 

39      47 

Atlantic  Richfield 

7,365 

19.7 

91 

96 

Va  Electric  &  Power 

3,872 

9.7 

143 

136 

Mfrs  National  Coip 

2,822 

-0.1 

40      37 

Natl  Detroit  Corp 

7,347 

-3.2 

92 

98 

Union  Oil  California 

3,776 

9.2 

144 

146 

Chessie  System 

2,817 

6.3 

41       44 

Southern  Company 

7,237 

10.1 

93 

102 

Duke  Power 

3,741 

9.6 

145 

141 

National  City  Corp 

2,816 

4.7 

42      40 

First  Bank  System 

7,173 

-0.6 

94 

92 

RCA 

3,726 

2.3 

146 

147 

NLT 

2,816 

6.6 

43      42 

First  Penna  Corp 

7,067 

2.7 

95 

93 

Southern  Pacific 

3,724 

3.0 

147 

137 

Mercantile  Bancorp 

2,772 

-1.5 

44      39 

CIT  Financial 

7,018 

-3.2 

96 

127 

Imperial  Corp  of  Am 

3,679 

22.9 

148 

150 

Rainier  Bancorp 

2,758 

5.1 

45      48 

Shell  Oil 

7,011 

14.4 

97 

91 

Household  Finance 

3,666 

0.6 

149 

155 

Northeast  Utilities 

2,742 

7.5 

46      49 

Pacific  Gas  &  Eiec 

6,621 

10.0 

98 

95 

Girard 

3,661 

3.4 

150 

162 

Texas  Eastern 

2,726 

11.8 

47      45 

Tenneco 

6,584 

2.9 

99 

114 

Procter  &  Gamble 

3,653 

18.9 

151 

229 

United  Technologies 

2,701 

48.4 

48      53 

H  F  Ahmanson 

6,497 

14.4 

100 

100 

Detroit  Edison 

3,650 

5.8 

152 

149 

UAL 

2,686 

2.2 

49       50 

E  1  du  Pont 

6,415 

7.5 

101 

97 

First  Wisconsin  Corp 

3,646 

4.1 

153 

152 

Seaboard  Coast  Line 

2,671 

2.9 

50       51 

American  Etec  Power 

6,408 

8.2 

102 

111 

Middle  South  Utils 

3,635 

16.3 

154 

153 

Niagara  Mohawk  Pwr 

2,653 

3.0 

51       52 

First  inti  Bshs 

6,356 

9.7 

103 

101 

General  Public  Utils 

3,632 

6.1 

155 

142 

Lincoln  Hrst  Banks 

2.638 

-1.9 

52      46 

Consolidated  Edison 

6,315 

0.5 

104 

108 

Marcor 

3,536 

11.6 

156 

156 

Armco  Steel 

2.606 

2.5 

53      43 

Chrysler 

6,267 

-6.9 

105 

86 

Nortrust  Corp 

3,532 

-6.8 

157 

161 

First  Union  Bancorp 

2,580 

5.6 

54       56 

Dow  Chemical 

5,847 

14.3 

106 

99 

Wachovia  Corp 

3,519 

2.0 

158 

144 

Honeywell 

2.574 

-3.9 

55     344 

Loews 

5,799 

355.2 

107 

103 

Inti  Harvester 

3,510 

5.5 

159 

157 

Norfolk  &  Western  Ry 

2,566 

2.5 

56       58 

Union  Carbide 

5,741 

17.6 

108 

104 

Occidental  Petroleum 

3,503 

5.3 

160 

160 

United  Telecom 

2,552 

3.7 

57      57 

Gt  Western  Financial 

5,365 

6.6 

109 

112 

Weyerhaeuser 

3,480 

11.5 

161 

182 

Speriy  Rand 

2,533 

17.5 

58      67 

Republic  of  Texas 

5,215 

19.0 

110 

131 

Monsanto 

3,449 

17.6 

162 

158 

W  R  Grace 

2,524 

1.9 

59       62 

Continental  Oil 

5,185 

10.9 

111 

87 

Avco 

3,430 

-8.9 

163 

239 

AMAX 

2,480 

40.3 

60      55  Commonwealth  Edison 

5,180 

0.5 

112 

106 

Alcoa 

3,420 

6.9 

164 

165 

Am  Nat  Resources 

2,474 

5.7 

61      64 

First  Charter  FinI 

5,078 

12.1 

113 

121 

Union  Pacific 

3,418 

12.9 

165 

154 

United  Va  Bkshares 

2,450 

-4.2 

62      61 

Eastman  Kodak 

5,048 

7.5 

114 

128 

Florida  Power  &  Lt 

3,417 

14.2 

166 

198 

Deere 

2,441 

20.7 

63      54 

Control  Data 

5,038 

-6.8 

115 

130 

Caterpillar  Tractor 

3,387 

15.4 

167 

192 

Burroughs 

2.435 

19.0 

64      60 

Transamerica 

4,896 

3.6 

116 

105 

Consumers  Power 

3,361 

4.1 

168 

170 

National  Steel 

2.410 

5.3 

65      75 

Merrill  Lynch  &  Co 

4,879 

18.3 

117 

140 

International  Paper 

3.341 

22.4 

169 

184 

El  Paso  Company 

2.410 

13.6 

66       70 

Westinghouse  Elec 

4,866 

13.1 

118 

113 

Walter  E  Heller  Inti 

3,328 

7.2 

170 

163 

American  Brands 

2,409 

-1.1 

67       79 

Continental  Corp 

4,774 

17.0 

119 

143 

Gulf  &  Western  Inds 

3,306 

23.2 

171 

175 

Georgia-Pacific 

2,404 

7.8 

68       71 

Lincoln  Natl  Corp 

4,716 

9.7 

120 

116 

Michigan  National 

3.300 

8.4 

172 

180 

Carolina  Pwr  &  Lt 

2,402 

9.9 

69       66 

So  Calif  Edison 

4,650 

5.6 

121 

110 

R  J  Reynolds  inds 

3,294 

5.4 

173 

172 

Amerada  Hess 

2,385 

5.8 

70      65 

Bethlehem  Steel 

4,592 

1.7 

122 

107 

Buriington  Northern 

3,279 

2.9 

174 

212 

S  S  Kresge 

2,378 

25.4 

71       80 

Fii3t  City  Bancorp 

4,577 

12.5 

123 

119 

Valley  Nati  Bk  Ariz 

3,277 

8.0 

175 

187 

Maryland  National 

2,374 

13.0 

72      82 

Phillips  Petroleum 

4,545 

12.8 

124 

118 

Southeast  Banking 

3,250 

6.8 

176 

287 

First  Boston 

2,366 

51.5 

73       63 

Seafirst 

4,537 

-1.9 

125 

138 

Texas  Utilities 

3,248 

17.3 

177 

164 

Equimark 

2.349 

-1.7 

74       89 

rexas  Commerce  Bshs 

4,524 

22.8 

126 

124 

Getty  Oil 

3.240 

7.9 

178 

173 

Teledyne 

2,331 

3.6  ' 

75      74 

Bank  of  New  York 

4,509 

7.6 

127 

133 

Cities  Service 

3,234 

11.6 

179 

168 

Shawmut  Corp 

2.326 

1.1 

76      69 

Pub  SvG  Elec  &  Gas 

4.473 

3.3 

128 

139 

J  C  Penney 

3,226 

17.5 

180 

166 

American  Financial 

2.325 

0.0 

77       77 

Xerox 

4,456 

8.9 

129 

126 

Pittsburgh  National 

3.219 

7.5 

181 

205 

Pa  Power  &  Light 

2.312 

164  ' 

78       72 

Penn  Central 

4,392 

2.8 

130 

120 

BancOhio  Corp 

3,216 

6.2 

182 

179 

IC  Industries 

2,243 

21 

79      81 

Sun  Company 

4,384 

7.9 

131 

135 

Columbia  Gas  System 

3,203 

12.8 

183 

207 

Allied  Chemical 

2.236 

13.6 

80      84 

INA 

4,308 

11.6 

132 

129 

OETROITBANK  Corp 

3.190 

6.9 

184 

178 

Kennecott  Copper 

2,222 

0.7 

81     151 

Standard  Oil  Ohio 

4,220 

61.0 

133 

125 

Firestone 

3,181 

6.1 

185 

171 

Bamett  Banks  Fla 

2.221 

-2.8 

82       76 

Harris  Bankcorp 

4,197 

2.3 

134 

109 

Beneficial  Corp 

3,173 

0.5 

186 

176 

McDonnell  Douglas 

2.208 

-0.8 

83       73 

Goodyear 

4,174 

-1.6 

135 

145 

Philip  Morris 

3,134 

18.1 

187 

194 

No  States  Power 

2.206 

86 

84      68 

Philadelphia  Natl 

4,128 

-4.9 

136 

132 

U  S  Bancorp 

3,105 

7.0 

188 

167 

Reynolds  Metals 

2,204 

-b.\' 

1 
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In  financial  cirdesy  when  it 

conies  to  insurance,  nobody  Imows 

the  wciy  around  as  well  as  we  do. 


Around  brokerage 
and  investment  institu- 
tions.  Around  banks 
Around    commercial    insur- 
ance in  ail  its  complexities. 

The  fact  is,  nobody  else  has 
more  experience  in  this  area  be- 
cause nobody  else  handles  more 
financial  accounts  than  we  do. 

And  we're  ready  and  waiting 
to  offer  you  all  the  benefits  of 
this  experience. 

When  it  comes 
to  insurance, 
come  to 
the  leader. 


We  got  this  way  by  being  very 
thorough  and  very  competitive. 
Since  we  do  so  much  business 
with  insurance  underwriters,  we 
know  where  to  look  for  the  best 
possible  coverage  at  the  most 


reasonable  cost. 
And  once  a  policy  is 
written,  that's  not  the  end 
of  it:  We  review  it  regularly,  al- 
ways making  certain  that  you're 
getting  the  best  value  in  terms 
of  coverage  and  service. 

That's  how  we  do  things  at 
Marsh  &  McLennan.  We  figure 
what's  good  for  your  business  is 
good  for  our  business. 
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Rank 
1975  1974 


Company 


%  Change 
Assets        Over 
($000,000)     1974 


189  169  First  Natl  State  2.203  -4.0 

190  206  Peoples  Gas  2,199  10.9 

191  186  NCR  2,195  4.0 

192  185  Baltimore  Gas  &  Elec  2,187  3.3 

193  177  Litton  Industries  2.186  -1.3 

194  189  FWWoolworth  2,173  4.6 

195  369  6ATX  2,168  7.1 

196  196  Union  Electric  2,162  6.5 

197  217  St  Paul  Companies  2,156  15.4 

198  174  Amer  Fletcher  2,143  -4.3 

199  188  Industrial  National  2,134  2.0 

200  159  First  Nati  Holding  2,126  -13.9 

201  181  CentranCorp  2,122  -1.7 

202  211  Southwest  Bancshares  2,121  11.0 

203  197  Southern  Railway  2,112  4.4 

204  203  lU  Intemationai  2,109  5.6 

205  228  First  Security  2,106  15.4 

206  191  Kaiser  Alum  &  Chem  2,102  2.2 

207  208  Jefferson-Pilot  2,098  7.4 

208  190  First  Union  Corp  2,095  1.2 

209  285  Halliburton  2,092  33.8 

210  193  Republic  Steel  2,071  1.4 

211  199  Hartford  Natl  2,065  2.2 

212  226  Ohio  Edison  2,048  11.6 

213  215  U  S  Fidelity  &  Gty  2,029  8.2 

214  232  Pennzoil  2,027  12.7 

215  ■  California  First  Bnk  2,026  93.4 

216  259  Pfizer  2,019  20.0 

217  202  Continental  Tel  2,009  0.4 

218  210  Anaconda  2,007  3.9 

219  231  Marathon  Oil  2,005  11.4 

220  256  Houston  Ltg&  Power  2,003  18.4 

221  224  BayBanks  1,993  8.1 

222  234  Central  &  South  West  1,982  10.8 

223  249  Ashland  Oil  1,973  15.0 

224  209  Champion  IntI  1,972  1.9 

225  204  Continental  Group  1,963  -1.4 

226  195  LTV  1,963  -3.4 

227  225  USLIFE  1,951  6.2 

228  222  Owens-Illinois  1,948  5.6 

229  214  CBTCorp  1,948  3.2 

230  183  Indiana  National  1,942  -9.9 

231  219  American  Natl  FinI  1,940  4.5 

232  201  Trans  Worid  Airlines  1,929  -3.9 

233  216  Celanese  1,908  1.9 

234  252  Northern  Natural  Gas  1,905  11.7 

235  243  Allegheny  Power  1,903  8.2 

236  270  Long  Island  Ughting  1,903  16.0 

237  220  General  Foods  1,897  2.2 

238  258  PPG  Industries  1,869  10.9 

239  291  Signal  Companies  1,867  21.8 

240  242  Inland  Steel  1,867  6.1 


Rank 
1975  1974 


Company 


%  Change 
Assets        Over 
($000,000)     1974 


241 

236 

American  Can 

1,855 

3.8 

242 

218 

State  Street  Boston 

1,855 

-0.2 

243 

213 

Virginia  Natl  Bshs 

1,848 

-2.5 

244 

223 

United  Jersey  Banks     ] 

1,846 

0.0 

245 

263 

Beatrice  Foods     ] 

1,844 

11.2 

246 

261 

FMC     ] 

1,844 

10.3 

247 

277 

Federated  Dept.  Strs     ] 

1,840 

14.0 

248 

280 

Pacific  Pwr  &  Lt     ] 

1,835 

15.5 

249 

275 

Gibraltar  Financial     ] 

1,822 

12.4 

250 

250 

Franklin  Life  Ins     ] 

1,817 

6.2 

251 

276 

Warner-Lambert     ] 

1,808 

11.7 

252 

230 

First  &  Merchants 

L,800 

-0.8 

253 

273 

Consol  Natural  Gas     ] 

L,798 

9.9 

254 

200 

Singer     ] 

1,797 

-10.9 

255 

245 

Boeing     ] 

1,789 

2.4 

256 

240 

Midlantic  Banks     ] 

1,787 

1.1 

257 

298 

United  Financial  Cal     ] 

1,782 

18.6 

258 

309 

American  IntI  Group     1 

1,780 

22.2 

259 

483 

Golden  West  FinI     ] 

1,779 

104.5 

260 

253 

Potomac  Elec  Power     ] 

1,779 

4.6 

261 

247 

Alabama  Bancorp     1 

1,755 

2.1 

262 

248 

Investors  Div  Svcs     ] 

1,749 

1.9 

263 

274 

Capital  Holding  Corp     ] 

1,735 

6.2 

264 

237 

Provident  Natl  Corp     ] 

L,735 

-2.8 

265 

278 

American  Cyanamid     1 

,722 

7.4 

266 

292 

Transco  Companies     ] 

1,718 

12.1 

267 

244 

Trust  Co  of  Georgia     1 

,716 

-2.3 

268 

331 

Schlumberger     ] 

1,716 

29.2 

269 

255 

Coastal  States  Gas     ] 

,714 

1.0 

270 

290 

Coca-Cola     ] 

1,711 

11.4 

271 

235 

Society  Corp     ] 

1,704 

-4.7 

272 

241 

Sun  Banks  of  Florida     ] 

1,702 

-3.3 

273 

295 

Panhandle  Eastern     ] 

1,695 

11.7 

274 

254 

TRW     1 

1,686 

-0.7 

275 

260 

First  Tennessee  Natl 

1,680 

0.2 

276 

321 

ingersoll-Rand     ] 

1,673 

21,3 

277 

251 

Kraftco     1 

1,671 

-2.3 

278 

279 

Pacific  Lighting     1 

[,663 

4.0 

279 

271 

Riggs  Natl  Bank     ] 

1.658 

1.3 

280 

262 

Borden     1 

1,656 

-0.2 

281 

301 

Phelps  Dodge     ] 

1,652 

10.7 

282 

286 

New  England  Electric     ] 

1,640 

5.0 

283 

311 

Crum  &  Forster     ] 

1,638 

13.7 

284 

246 

Flagship  Banks     ] 

1,637 

-5.5 

285 

296 

Miss  River  Corp 

1,632 

7.6 

286 

265 

Lykes     1 

,630 

-1.6 

287 

300 

Chubb     ] 

,614 

7.7 

288 

266 

Uniroyal     1 

,606 

-2.5 

289 

269 

American  Airiines     1 

,605 

-2.2 

290 

283 

Bank  of  Virginia     1 

,601 

1.5 

291 

282  Commerce  Bancshares     1 

,601 

1.4 

292 

267 

B  F  Goodrich     1 

,597 

-3.0 

Rank 
1975  1974 


Company 


%  Change 
Assets        Over 
($000,000)     1974 


293 

313 

Duquesne  Light     ] 

1,593 

10.9 

294 

297 

First  Commercial  Bnk    ] 

,593 

5.3 

295 

302 

Safeway  Stores     1 

,575 

5.7 

296 

353 

Merck     } 

,574 

26.6 

297 

221 

Lockheed  Aircraft    1 

,573 

-3.7 

298 

289 

Texas  American  Bshs    1 

.570 

2.1 

299 

284 

Boise  Cascade 

1,570 

-0.4 

300 

281 

Bendix     ] 

L.568 

-0.7 

301 

268 

Burlington  Inds     1 

1,567 

-4.8 

302 

317 

Johnson  &  Johnson 

L,552 

10.4 

303 

288 

Florida  Nati  Banks     ] 

1,548 

0.6 

304 

227 

Financial  General     ] 

1,541 

-15.8 

305 

304 

First  Banc  Group     ] 

1,538 

4,4 

306 

314 

Southwestern  Life 

1,532 

8,6 

307 

310 

Florida  Power 

1,525 

4.7 

308 

293 

Crown  Zellerbach     ] 

1,523 

-0.3 

309 

233 

Union  (k>mmerce  Corp 

1,520 

-15.4 

310 

341 

Williams  Companies 

[,520 

18.2 

311 

387 

Republic  New  York 

[,517 

32.9 

312 

326 

Cleveland  Elec  Ilium 

[,513 

11.8 

313 

299 

Western  Union 

[,513 

0,7 

314 

257 

First  Empire  State 

[,509 

-10,8 

315 

307 

First  Natl  Bancorp     1 

1,505 

3.2 

316 

330 

ASARCO     ] 

1,502 

13.0 

317 

312 

Reliance  Group     1 

,498 

4.0 

318 

264 

Fidelity  Union  Bncp 

1.497 

-9,7 

319 

294 

First  Amtenn  Corp 

1,483 

-2.8 

320 

238 

Rapid-American 

1,481 

-16.7 

321 

346 

Esmark 

[,474 

16.4 

322 

316 

United  Bank  Corp  NY 

1,472 

4.4 

323 

338 

No  Indiana  Pub  Svc 

1,470 

13.1 

324_ 

272  Pan  Am  Worid  Airways 

1,470 

-10.2 

325 

303 

Huntington  Bshs 

1.466 

-1.2 

326 

335 

Financial  Federation 

1,461 

11.9 

327 

323 

Uberty  Natl  Ufe 

L.459 

7.3 

328 

322  New  England  Merchnts 

1,454 

6.6 

329 

325 

Colgate-Palmolive 

1,444 

6,4 

330 

347 

Eli  Ully 

1,434 

13.3 

331 

308 

Textron 

1,433 

-1.7 

332 

334 

Gulf  States  Utils 

1,432 

9.5 

1 

333 

324 

Greyhound 

1,428 

S 

334 

305 

GenI  Tire  &  Rubber 

[,427 

-3  1 

335 

368 

Dresser  Industries 

[.420 

179 

336 

337 

Richmond  Corp 

[,409 

8  ' 
4  1 

337 

327 

CPC  Intemationai 

[,403 

338 

367 

Trans  Union     ] 

[,396 

IV 

339 

333 

St  Regis  Paper 

[,394 

6  1 

340 

366 

May  Dept  Stores 

[.394 

I'x 

\2(.) 

341 

354 

Amer  Home  Products 

[,391 

342 

381 

Kerr-McGee 

,388 

19   ' 

343 

306 

Atlantic  Bancorp 

.386 

b 

344 

357 

Public  Service  Colo     1 

[,379 

iim 

Not  on  500  list  in  1974. 
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FORBES,    MAY    15.    1976 


Around  the  bend  comes  a  new  30-inch  welded  natural  gas  pipeline  in 
Utah,  with  a  John  Deere  Excavator  widening  the  trench  for  metering 
connections.  Around  the  world,  about  100,000  miles  of  new  pipeline 
of  all  kinds  are  now  planned  or  underway,  40  percent  of  it  in  the 
United  States  and  Canada.  Pipeline  construction  like  this,  plus 
rehabilitation  and  right-of-way  maintenance,  helps  keep  our  line  of 
backhoes,  bulldozers,  and  mowing  units  busy  today.  New  pipeline 
systems  for  heated  crude  oil  and  slurried  solids  may  add  further  to  our 
markets  tomorrow.  Your  inquiries  about  our  products  and  our  company 
are  welcome.  John  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move 
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<0 1 976  Avon  Products.  Inc..  New  YofK,  NY 


We  never 

looked  - 
so  good 


800,000  Avon  Representatives 
bring  their  customers  some- 
thing that  just  can't  be  bought 
in  a  store:  personal  attention. 
Personal  selling  made  Avon  the 
world's  largest  cosmetics  and 
fragrance  company.  Today,  we 
believe  that  women  want  and  need 
our  kind  of  individual  approach 
to  beauty  more  than  ever.  And 
with  Avon  Representatives  in 
19  countries  around  the  world, 
we're  proud  to  say  we  never 
looked  so  good. 


iWon 


Coal  is  a  hot  commodity  at 
Houston  Natural  Gas. 


Our  sixth  mine  is  under 
construction. 

Coal  is  making  a  big  comeback 
as  an  industrial  fuel,  and  hng  is 
sitting  right  in  the  middle  of  a 
giant  payload.  One  of  our  compa- 
nies, Zeigler  Coal,  of  Chicago, 
holds  more  than  a  billion  recover- 
able tons  in  the  Midwest.  And 
Zeigler  is  continuously  adding  new 
reserves  to  that  total. 

Zeigler  now  operates  five  under- 
ground mines  in  Kentucky  and 
Illinois.  A  sixth  mine  under  con- 
struction in  Illinois  will  raise 
Zeigler's  production  capacity  to 
eleven  million  tons  annually  by  the 
late  1970's. 

Zeigler's  extensive  reserves 
place  it  in  a  position  to  negotiate 
the  sale  of  coal  for  delivery  to 
utility  and  industrial  users  on 
long-term  commitments.  And  that 
kind  of  flexibility  will  show  up  in 
our  performance  in  the  years 
ahead. 
Diversification  with  a  direction. 

The  growth  is  coming  from  a  lot 
of  different  directions  at  hng. 
Another  of  our  companies,  Liquid 
Carbonic  Corporation,  is  involved 
in  everything  from  carbon  dioxide, 
to  food  freezing  systems,  to  the 
production  of  hundreds  of  spe- 
cialty gases  for  medicine,  research 
and  industry. 

Other  companies  like  hng  Oil, 
our  exploration  and  produaion 
subsidiary,  and  six  wholly  owned 
or  affiliated  pipeline  companies, 
give  us  even  greater  potential  for 
future  growth. 


Earnings  Per  Share 

72  months  ended  Jan.  31, 1 
Unaudiud. 


HNG 

HOUSTON  NATUHAl  GAS 


1971 


1972 


1973 


1974 


1975 


It  ail  adds  up. 

In  the  last  five  years,  our  steady 
growth  has  accelerated  enor- 
mously. For  the  12  months  ended 
January  31,  1976,  unaudited  fig- 
ures point  to  another  record 
breaker— earnings  per  share  have 
increased  36.6%  and  revenues  have 
climbed  to  $998.9  million. 

For  more  information  about 
HNG,  write  our  chairman,  Robert 
R.  Herring,  for  a  copy  of  our  cur- 
rent annual  report.  P.O.  box  1 188, 
Houston,  Texas  77001. 

We  know  where  we're  going  and 
how  to  get  there. 


The  Forbes  Assets  500 


Company 


% Change 
Assets       Over 
($000,000)     1974 


Nationwide  Corp 

1,378 

11.7 

Ralston  Purina 

1,377 

2.0 

Safeco 

1,375 

10.8 

PepsiCo 

1,364 

-1.2 

Tenn  Valley  Bancorp     ] 

1,364 

8.1 

Norton  Simon     ] 

1,356 

13.1 

Delta  Air  Lines     ] 

1,354 

13.3 

Third  Natonai  Corp     ] 

1,347 

-3.0 

Dominion  Bankshares     ] 

1,339 

3.2 

General  Dynamics     ] 

1,338 

12.9 

Marshall  &  llsley     ] 

1,335 

7.2 

No  States  Bancorp    I 

1,325 

1.8 

Engelhard  Min  &  Chem     ] 

1,325 

-4.2 

Provident  Life  &  Ace 

1,321 

15.1 

Hercules     ] 

1,316 

-1.9 

Central  Bancorp     ] 

1,315 

7.6 

General  Reinsurance     ] 

1,311 

25.0 

Boston  Edison     ] 

1,310 

6.7 

Jim  Walter     1 

1,309 

4.0 

Kimberly-Clark     ] 

1,305 

6.2 

Arlen  Realty  &  Dvpt     1 

[,305 

1.6 

Cincinnati  G  &  E     ] 

1,305 

9.5 

Equitable  Bancorp     ] 

1,304 

4.3 

Kaiser  Industries     1 

,293 

1.9 

United  Banks  of  Colo     1 

1,292 

3.7 

D  H  Baldwin     1 

,292 

7.8 

Eastern  Air  Lines     ] 

1.290 

-8.6 

Mercantile  Texas     ] 

1,290 

27.0 

American  Security    ] 

1,290 

10.9 

Scott  Paper     ] 

1,285 

15.9 

First  Natl  Charter     ] 

1,271 

4.4 

Illinois  Power 

1,270 

6.1 

Whitney  Holding  Corp     ] 

1,263 

-1.9 

Federated  Capital     ] 

1,260 

5.6 

Eaton     ] 

1,254 

-4.8 

First  Alabama  Bshs     ] 

1,249 

5.5 

Public  Setvlce  Ind     ] 

1,234 

12.5 

Arizona  Public  Serv     ] 

1,229 

17.2 

Southern  Bancoip  Ala     ] 

1,227 

10.3 

Northwest  Airiines     ] 

1,215 

8.4 

General  Mills     ] 

1,206 

7.9 

First  Maryland  Bncp     ] 

1,203 

7.2 

Anheuser-Busch     ] 

1,202 

29.1 

So  New  England  Tel     1 

1,199 

6.8 

First  Financial  Corp     1 

1,198 

-1.7 

Wisconsin  Bee  Power     ] 

1,196 

5.3 

Northwestern  FinI     ] 

1,196 

1.4 

CBS     ] 

1,193 

10.9 

Borg-Wame{ 

L,193 

-7.2 

Dart  Industries     ] 

1,191 

6.9 

So  Natural  Resources     ] 

[,190 

11.6 

Northwest  Industries     ] 

,184 

8.8 

Rank 
1975  1974 


Company 


% Change 
Assets       Over 
($000,000)     1974 


397 

424 

Bristol-Myers 

1,183 

13.6 

398 

438 

Diamond  Shamrock 

1,182 

17.4 

399 

■ 

Transohio  Financial 

1,172 

9.3 

400 

409 

Squibb 

1,169 

8.8 

401 

402 

Hawaii  Bancorp 

1,167 

5.6 

402 

423 

Murphy  Oil 

1,165 

11.9 

403 

453 

Texasgutf 

1,156 

18.3 

404 

395 

Equitable  Life  Iowa 

1,152 

3.5 

405 

400 

First  Kentucky  Natl 

1,149 

3.6 

406 

443 

Central  Tel  &  Utils 

1,148 

14.3 

407 

446 

H  J  Heinz 

1,144 

15.9 

408 

392 

Martin  Marietta 

1,139. 

1.6 

409 

415 

Babcock  &  Wilcox 

1,135 

7.5 

410 

■ 

MCA 

1,133 

22.4 

411 

434 

First  Texas  FinI 

1,132 

11.5 

412 

427 

Banco  Popular  PR 

1,130 

9.6 

413 

407 

Newmont  Mining 

1,130 

4.9 

414 

365 

First-Citizens 

1,129 

-6.6 

415 

398 

Tiger  International 

1,128 

1.4 

416 

454 

N  Y  State  Elec  &  Gas 

1,128 

15.5 

417 

437 

Marine  Corp 

1,121 

11.3 

418 

397 

Continental  Bank 

1,118 

0.5 

419 

456 

Arizona  Bank 

1,114 

15.3 

420 

371 

First  Natl  Cine  Corp 

1,105 

-7.8 

421 

460 

Enserch 

1,102 

15.4 

422 

426 

Allied  Stores 

1,100 

6.5 

423 

429 

Old  Kent  Financial 

1,096 

7.3 

424 

445 

Nicor 

1,096 

10.0 

425 

384 

Citizens  Fidelity 

1,093 

-5.0 

426 

441 

Rohm  &  Haas 

1,092 

8.6 

427 

414 

Mead 

1,091 

2.8 

428 

382 

United  Brands 

1,089 

-6.2 

429 

■ 

Inti  Minerals  &  Chem 

1,088 

46.1 

430 

■ 

Western  Financial 

1,086 

18.4 

431 

428 

Krogei 

1.085 

5.5 

432 

449 

Idaho  First  NattBk 

1.085 

10.2 

433 

448 

Johns-Mamfille 

1,077 

9.2 

434 

439 

First  Virginia  Bshs 

1,075 

6.9 

435 

492 

McDonald's 

1,069 

25.3 

436 

464 

Central  Bancshares 

1,069 

13.5 

437 

411 

American  B  &  T  Pa 

1,068 

0.0 

438 

425 

N  L  Industries 

1,059 

2.5 

439 

442 

Monumental  Corp 

1,059 

5.4 

440 

465 

United  Missouri  Bshs 

1,056 

12.5 

441 

412 

United  Merch  &  Mfrs 

1,056 

-1.0 

442 

451  Combustion  Engineerg 

1,054 

7.4 

443 

361 

First  Commerce  Corp 

1,054 

-13.9 

444 

436 

First  Hawaiian  Inc 

1,049 

4.1 

445  494  Portland  GenI  Elec  1,046  23.0 

446  474  Utah  International  1,046  15.1 

447  383  Consolidated  Foods  1,037  -10.7 

448  469  Raytheon  1,031  12.3 


)  list  in  1974. 


%  Change  | 

Rank 

Assets 

Over 

1975 

1974 

Company     ($000,000) 

1974 

449 

444 

Gillette 

1,026 

2.7 

450 

431 

National  Distillers 

1,024 

0.5 

451 

432 

Great  Atl  &  Pac  Tea 

1,021 

0.2 

452 

380 

American  Standard 

1,019 

-13.4 

453 

421 

Nabisco 

1,014 

-3.1 

454 

461 

Olin  Corp 

1,014 

6.3 

455 

487 

American  Motors 

1,010 

17.0 

456 

478 

San  Diego  Gas  &  Elec 

1,010 

13.3 

457 

475 

So  Carolina  E  &  G 

1,006 

11.4 

458 

455 

Carnation 

1,004 

3.7 

459 

410 

Motorola 

1,001 

-6.7 

460 

■ 

Allied  Bancshares 

1,001 

23.0 

461 

■    1 

Boatmen's  Bancshares 

1,001 

13.2 

462 

422 

South  Carolina  Natl 

1,000 

-4.3 

463 

471 

Natl  Central  FinancI 

991 

8.6 

464 

389 

Union  Planters  Corp 

988 

-12.1 

465 

435 

Merchants  National 

987 

-2.7 

466 

452 

Ailis-Chaimers 

981 

-0.1 

467 

462 

Indust  Valley  Bank 

981 

3.1 

468 

457 

First  United  Bancorp 

974 

0.9 

469 

■ 

Utah  Power  &  Light 

968 

21.1 

470 

■ 

Stauffer  Chemical 

967 

28.9 

471 

420 

First  Oklahoma  Bncp 

962 

-8.2 

472 

416 

Bank  Of  Commonwtth 

961 

-8.8 

473 

■ 

Columbus  &  So  Ohio 

951 

17.1 

474 

463 

Standard  Brands 

947 

-0.3 

475 

472 

Union  National  Bank 

947 

4.0 

476 

489 

Dayton-Hudson 

945 

10.3 

477 

473 

Gulf  Ufe  Holding 

943 

3.7 

478 

■ 

Donaldson,  Lufkin 

942 

298.4 

479 

417 

II S  Industries 

942 

-10.2 

480 

484 

Security  NY  State 

939 

8.0 

481 

■ 

Oklahoma  Gas  &  Elec 

938 

17.3 

482 

477  Landmark  Banking  Fia 

937 

4.9 

483 

■ 

Broadview  Financial 

936 

28.2 

484 

■ 

Delmarva  Power  &  Lt 

935 

16.6 

485 

459 

Texas  Instruments 

934 

-2.8 

486 

458 

Holiday  Inns 

930 

-3.3 

487 

476 

Suburban  Bancorp 

926 

3.3 

488 

481 

Ogden 

926 

5.8 

489 

■ 

Abbott  Laboratories 

926 

13.2 

490 

447 

Coming  Glass  Works 

921 

-6.7 

491 

450 

Uberty  Natl  Corp 

920 

-6.4 

492 

440 

Clark  Equipment 

916 

-8.9 

493 

468 

Heritage  Bancorp 

915 

-0.7 

494 

491 

Washington  Natl  Corp 

913 

6.7 

495 

■ 

Peoples  Natl  Bank 

900 

10.4 

496 

■ 

GDSearle 

898 

22.4 

497 

482 

First  Tulsa  Bancorp 

896 

2.6 

498 

■ 

Dayton  Power  &  Light 

896 

8.9 

499 

■ 

Old  Stone  Corp 

895 

6.1 

500 

488 

Union  Trust  Bancorp 

892 

4.1 
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Profits  were  up  nicely 

in  Peoria  and  on  Wall  Street, 

but  they  were  down  in  Houston. 


While  all  the  other  yardsticks  of  corporate  size  were 
growing  last  year,  this  one— the  most  important  of  all 
—was  shrinking.  The  500  companies  with  the  fattest 
bottom  lines  couldn't  quite  measure  up  to  1974's  $59-bil- 
lion  record,  showing  instead  net  income  of  $56  billion. 

Sure,  there  were  impressive  increases,  even  though  the 
economy  didn't  really  begin  to  turn  around  until  the  fourth 
quarter.  Caterpillar  Tractor's  net  rose  74%  as  it  worked 
down  a  big  order  backlog  of  construction  machinery  in 
Peoria.  Wall  Street  staged  a  mouth-watering  first-half 
rally  that  sent  Merrill  Lynch's  earnings  up  154.9%,  jump- 
ing the  world's  biggest  stockbroker  from  375th  rank  to 
149th.  The  consumer  started  reaching  in  his  pocket  once 
more,  and  that  made  S.S.  Kresge's  cash  registers  jingle 
with  a  91.7%  gain  in  net  income,  raising  the  company 
81  places  to  49th  rank.  And  just  by  stopping  the  bleed- 
ing, Westinghouse  turned  in  a  dazzling  487. (^%  turn- 
around in  earnings,  having  sold  off  losing  divisions  in  the 
appliance,  elevator  and  mail-order  fields. 

But  such  success  stories  were  more  than  offset  by  large 
—and  predictable— declines.  One  year  ago  in  this  intro- 
duction, FoBBES  predicted  that  the  big  oil  companies 
would  never  again  enjoy  the  fat  inventory  profits  they 
showed  in  1973-74  following  the  OPEC  embargo.  And 
sure  enough,  they  didn't.  Exxon,  which  had  made  the  $3- 
billion-profits  mark  just  below  American  Telephone  &  Tele- 
graph, dropped  back  to  $2.5  billion.  Texaco 's  profits 
dropped  47.7%,  Gulf  Oil's  34.3%,  Occidental's  38.7%. 

Often  overlooked  as  a  corollary  to  the  profits  yardstick 
of  corporate  size  is  cash  flow  (in  the  main,  net  income 
plus  depreciation).  Compare,  for  example.  Kaiser  Indus- 
tries and  Honeywell,  which  both  had  better  than  $76 
million  in  earnings  last  year.  Honeywell's  far  heavier  in- 
vestment in  plant  and  equipment  gave  it  a  cash  flow  rank- 
ing of  44th  to  Kaiser  Industries'  210th  and,  of  course, 
much  more  spendable  cash.   ■ 


Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1975 

1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

1 

1 

American  Tel  &  Tel 

3.147.7 

-0.7 

7,236 

1 

2 

2 

Exxon 

2,503.0 

-20.4 

4,027 

2 

3 

3 

IBM 

1,989.9 

8.3 

3,670 

3 

4 

9 

General  Motors 

1,253.1 

31.9 

3,339 

4 

5 

4 

Texaco 

830.6 

-47.7 

1,624 

5 

6 

6 

Mobil  Oil 

809.9 

-22.7 

1,578 

6 

7 

7 

Standard  Oil  Ind 

787.0 

-18.9 

1,397 

7 

8 

8 

Standard  Oil  Calif 

772.5 

-20.4 

1,358 

8 

9 

5 

Clulf  Oil 

700.0 

-34.3 

1,328 

9 

10 

14 

Dow  Chemical 

615.7 

4.8 

963 

14 

11 

11 

Eastman  Kodak 

613.7 

-2.5 

859 

15 

12 

13 

General  Electric 

580.8 

-4.5 

999 

13 

13 

10 

United  States  Steel 

559.6 

-11.9 

857 

16 

14 

12 

Shell  Oil 

514.8 

-17.0 

1,112 

11 

15 

16 

Sears,  Roebuck 

510.7 

2.0 

682 

21 

16 

40 

Caterpillar  Tractor 

398.7 

74.0 

555 

27 

17 

36 

General  Tel  &  Elec 

388.2 

42.3 

1,022 

12 

18 

15 

Union  Carbide 

381.7 

-28.0 

652 

25 

19 

19 

IntrTel&Tel 

370.7 

-13.7 

680 

22 

20 

17 

Atlantic  Richfield 

350.4 

-26.2 

815 

18 

174 
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Sometimes  Profits 
Can  Hurt... 


You  might  say  Janie  is  getting  an  injection 
of  taxes . . .  and  it  hurts.  Her  father  is  dead 
and  her  mother  works  to  support  Janie 
.and  an  older  brother.  They  can't  afford  a 
private  pediatrician,  so  she's  being 
immunized  against  childhood  diseases  in  a 
clinic  run  by  the  neighborhood  hospital. 

The  serum  is  paid  for  by  a  combination  of 
local,  state  and  federal  funds.  Money  that 
comes  from  taxes.  All  kinds  of  taxes, 
including  taxes  on  profits,  on  wages,  on 
dividends.  In  1974,  for  example,  the  federal 
government  collected  $291  billion  in  taxes. 
Of  this,  business  contributed  about  40%. 
State  and  local  governments  collected 
even  more  from  business— over  $125 
billion,  about  60%  of  their  revenues. 

Taxes  on  business  profits  supply  revenues 
for  all  kinds  of  public  programs— medical 
care,  education,  assistance  for  the  handi- 
capped, veterans'  care,  loans  to  enable 
students  to  continue  their  education,  pro- 
grams to  create  jobs  for  young  people  in 
the  ghettos.  So,  in  many  ways  virtually  all 
Americans— not  just  corporate  stock- 
holders— benefit  from  the  profits 
business  earns. 


But  business  can  return  tax  money  to  the 
people  only  If  it  earns  a  fair  profit.  Then, 
reinvestment  of  these  earnings  will  mean 
more  profits  to  tax  and  more  funds  for  all 
types  of  governmental  programs. 

However,  business  today  is  earning  a 
profit  of  only  about  5%  on  sales,  less  than 
the  rate  of  10  years  ago.  When  profits 
and  expansion  dry  up,  everyone  in  our 
society  suffers. 

At  Allied  Chemical  we  believe  that  by 
helping  to  build  a  healthy,  vital  economic 
and  social  environment,  we  can  insure 
survival  of  the  American  way  of  life. 
Janie's  good  health  means  a  better  future 
for  everyone's  children.  And  profits  may 
turn  out  to  be  a  girl's  best  friend. 


<p 


Allied.    , 
Chemical 

Where  Profits  Are  For  People 

If  you'd  like  to  learn  more  about  Allied  Chemical  and  how 
we're  putting  profits  to  work,  please  write  to  P.O.  Box  2245R, 
Morristown,  New  Jersey  07960. 

©  1976  Allied  Chemical  Corporation 
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Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Ran 

1975  1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

1975  1974 

Company 

($000,000) 

1974  ($000,000) 

197 

21 

29 

Citiceip 

349.9 

12.0 

386 

40 

81 

79 

American  Brands 

140.0 

2.5 

194 

10 

22 

27 

Tenneco 

342.9 

6.7 

679 

23 

82 

151 

Kraftco 

139.6 

47.5 

192 

IK 

23 

18 

Phillips  Petroleum 

342.6 

-20.3 

669 

24 

83 

115 

Avon  Products 

139.0 

24.4 

157 

14' 

24 

30 

R  J  Reynolds  Inds 

338.7 

9.0 

469 

32 

84 

93 

Schering-Plough 

138.9 

12.0 

157 

141 

25 

28 

Procter  &  Gamble 

333.9 

5.4 

431 

33 

85 

46 

Cities  Service 

137.7 

-32.4 

368 

4; 

26 

25 

Continental  Oil 

330.9 

1.0 

691 

20 

86 

146 

Utah  International 

135.4 

39.7 

184 

11' 

27 

26 

Monsanto 

306.3 

-5.2 

479 

30 

87 

105 

Marcor 

135.2 

12.3 

223 

8< 

28 

39 

BankAmerIca  Corp 

302.8 

18.0 

349 

47 

88 

70 

AMAX 

134.4 

-9.5 

193 

10" 

29 

44 

Consolidated  Edison 

274.7 

31.5 

430 

35 

89 

66 

Firestone 

134.3 

-12.8 

287 

5 

30 

20 

E 1  du  Pont 

271.8 

^32.6 

851 

17 

90 

112 

Sperry  Rand 

131.4 

16.8 

280 

61 

31 

31 

Minn  Mining  &  Mfg 

261.6 

-13.3 

416 

38 

91 

98 

Northern  Natural  Gas 

131.1 

9.1 

230 

71 

32 

33 

Getty  Oil 

256.7 

-8.7 

546 

28 

92 

104 

Kerr-McGee 

131.1 

12.6 

190 

11. 

33 

38 

Pacific  Gas  &  EJec 

251.6 

-3.7 

431 

34 

93 

88 

Connecticut  General 

128.6 

2.1  . 

146 

16( 

34 

41 

Amer  Home  Products 

250.7 

11.1 

279 

62 

94 

47 

Amerada  Hess 

128.4 

-36.4 

293 

5. 

35 

24 

Xerox 

244.3 

-26.2 

807 

19 

95 

128 

Duke  Power 

128.2 

22.0 

239 

7: 

36 

23 

Bethlehem  Steel 

242.0 

-29.3 

476 

31 

96 

57 

Marathon  Oil 

128.1 

-24.9 

254 

6 

37 

48 

Coca-Cola 

239.3 

22.1 

305 

53 

97 

89 

Standard  Oil  Ohio 

126.6 

0.5 

214 

9 

38 

95 

Southern  Company 

238.2 

93.8 

419 

37 

98 

238 

Dresser  Industries 

123.9 

95.9 

176 

12 

39 

32 

Union  Oil  California 

232.8 

-19.2 

M3 

26 

99 

148 

Williams  Companies 

123.8 

29.5 

157 

14 

40 

43 

Merck 

228.8 

8.7 

281 

59 

100 

120 

CBS 

122.9 

13.2 

158 

14 

41 

22 

Ford  Motor 

227.5 

-37.0 

1,247 

10 

101 

94 

Texas  Utilities 

121.0 

-1.7 

216 

9 

42 

75 

Halliburton 

222.5 

52.2 

350 

46 

102 

111 

Ashland  Oil 

119.4 

5.6 

218 

9 

43 

21 

Sun  Company 

220.1 

-41.8 

504 

29 

103 

135 

Ingersoll-Rand 

119.2 

17.9 

168 

12 

44 

73 

Schlumberger 

219.3 

48.6 

320 

51 

104 

102 

Colgate-Palmolive 

119.0 

0.2 

167 

13 

45 

37 

International  Paper 

218.0 

-17.0 

411 

39 

105 

131 

United  Technologies 

117.5 

12.2 

200 

10 

-  ■ 

46 

53 

Philip  Morris 

211.6 

20.6 

264 

65 

106 

45 

Armco  Steel 

116.7 

-42.9 

224 

1 

47 

50 

Commonwealth  Edison 

206.9 

14.9 

424 

36 

107 

69 

Allied  Chemical 

116.2 

-23.0 

245 

] 

48 

77 

American  Elec  Power 

201.3 

38.0 

360 

45 

108 

122 

Fedl  Nati  Mortgage 

115.0 

7.1 

115 

2| 

49 

130 

S  S  Kresge 

200.8 

91.7 

253 

67 

109 

179 

Niagara  Mohawk  Power 

114.8 

32.7 

184 

11 

50 

107 

Pittston 

200.1 

76.1 

237 

73 

110 

119 

Engelhard  Min  &  Chem 

114.7 

4.1 

139 

17 

51 

35 

Weyerhaeuser 

191.9 

-30.5 

384 

41 

111 

152 

Diamond  Shamrock 

114.3 

21.2 

177 

12 

52 

91 

J  C  Penney 

189.6 

51.6 

270 

64 

112 

150 

Texas  Eastern 

114.0 

19.9 

223 

t 

53 

42 

So  Calif  Edison 

186.7 

-14.5 

307 

52 

113 

147 

Continental  Illinois 

112.9 

18.0 

124 

2( 

54 

59 

J  P  Morgan  &  Co 

183.8 

10.3 

193 

108 

114 

116 

Household  Finance 

112.1 

-0.2 

180 

11 

55 

62 

Johnson  &  Johnson 

183.8 

13.7 

252 

68 

115 

118 

Columbia  Gas  System 

111.5 

1.0 

244 

i 

56 

51 

Eli  Lilly 

181.3 

1.4 

212 

94 

116 

426 

Teledyne 

111.1 

95.9 

163 

13 

57 

61 

Deere 

179.1 

9.0 

232 

77 

117 

109 

RCA 

110.0 

-2.9 

382 

I 

58 

49 

Chase  Manhattan  Corp 

173.7 

-3.9 

199 

102 

118 

166 

CPC  International 

109.2 

21.7 

154 

li 

59 

34 

Occidentai  Petroleum 

172.0 

-38.7 

323 

49 

119 

134 

Santa  Fe  industries 

109.2 

7.0 

199 

11 

60 

82 

WR  Grace 

166.7 

27.7 

273 

63 

120 

193 

FMC 

108.2 

33.7 

180 

i! 

61 

465 

Westinghouse  Efec 

165.2 

487.3 

294 

54 

121 

127 

First  Chicago  Corp 

107.5 

2.1 

121 

21 

62 

78 

Burroughs 

164.4 

15.0 

322 

50 

122 

100 

Continental  Group 

107.2 

-10.3 

221 

1 

63 

64 

Wamer-Umbert 

163.9 

5.5 

202 

99 

123 

87 

Pennzoil 

106.8 

-11.6 

215 

j 

64 

264 

IntI  Minerals  &  Chem 

161.8 

181.9 

195 

106 

124 

174 

PepsiCo 

104.6 

19.7 

157 

li 

65 

63 

Goodyear 

161.6 

2.6 

343 

48 

125 

138 

TRW 

103.9 

2.9 

174 

I 

66 

67 

PttbSvcElM&Gas 

158.6 

3.1 

292 

56 

126 

74 

Texasgulf 

103.2 

-30.0 

132 

1 

67 

101 

Federated  Oept  Strs 

157.4 

32.3 

222 

87 

127 

216 

Kellogg 

103.0 

43.0 

123 

2 

68 

106 

Va  Electric  &  Power 

154.7 

34.8 

245 

70 

128 

149 

lUmberfy-Clark 

102.5 

7.7 

150 

1 

69 

81 

Beatrice  Foods 

153.1 

13.6 

210 

95 

129 

156 

Am  Natural  Resources 

102.0 

10.6 

199 

1 

70 

76 

American  Express 

151.7 

3.8 

169 

128 

130 

68 

Aetna  Ufe&Cas 

101.7 

-33.0 

116 

" 

71 

200 

Safeway  Stores 

148.6 

87.7 

237 

74 

131 

214 

Carolina  Pwr&Lt 

101.6 

40.6 

159 

72 

83 

Union  Pacific 

148.6 

14.0 

279 

61 

132 

84 

Rockwell  Inti 

101.6 

-22.0 

220 

73 

60 

Georgia-Pacific 

148.0 

-9.9 

282 

58 

133 

191 

Northwest  industries 

101.1 

23.2 

133 

1 

74 

80 

Pfizer 

147.7 

9.2 

198 

105 

134 

136 

General  Public  Utils 

100.9 

-0.1 

205 

75 

65 

American  Cyanamid 

147.7 

-4.6 

225 

83 

135 

246 

Consumers  Power 

100.7 

65.6 

200 

76 

126 

Rorida  Power  &  U 

145.2 

37.7 

228 

80 

136 

72 

Travelers 

100.4 

-32.1 

100 

77 

85 

Phiia  Electric 

143.9 

11.5 

235 

76 

137 

234 

FWWoolworth 

99.5 

53.5 

166 

78 

86 

Mfrs  Hanover  Corp 

142.4 

11.6 

153 

157 

138 

160 

Ralston  Purina 

99.5 

9.7 

148 

79 

97 

Bristol-Myers 

141.7 

17.7 

165 

135 

139 

99 

General  Foods 

99.4 

-16.8 

155 

80 

140 

Gulf  &  Western  inds 

140.1 

39.2 

210 

96 

140 

203 

Stauffer  Chemical 

98.7 

27.0 

131 

176 
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America's  steel 

industry  depends  on 

natural  gas. 


Getting  more  gas 
can't  wait  any  longer. 


The  iron  andsteel  industry  uses 
700  billion  cubic  feet  of  natural  gas 
a  year— gas  is  vital,  for  instance, 
in  forming  and  tempering  steel.  But 
this  is  just  part  of  a  bigger  story. 
Half  the  energy  for  all  of  America's 
industry  comes  from  natural  gas. 

There's  no  alternative 
to  getting  more  gas. 

No  other  energy  is  available  in 
large  enough  quantities  to  do  the 
jobs  natural  gas  does.  Gas  is  the 
single  largest  energy  source  for 
our  industries  and  homes.  If  it 


stopped  coming,  America  would 
have  no  energy  to  fill  the  gap. 

The  gas  is  there.  We  need 
go-aheads  to  go  after  it. 

Studies  show  America  has  enough 
potential  gas  resources  to  last 
well  into  the  twenty-first  century, 
if  they  can  be  developed.  They're 
under  the  Arctic  ice  and  snow. 
Under  the  ocean  floor.  Locked  in 
the  tight  rock  formations  of 
the  Rockies.  The  gas  industry  is 
prepared  to  invest  the  money  and 
take  the  steps  that  are  necessary 


to  develop  these  new  supplies. 
But  much  of  this  work  waits  on 
the  tough  energy  decisions 
America  must  make  And  soon. 

America  must  act 

or  face  more  unemployment. 

As  soon  as  this  country  makes 
its  energy  decisions,  the  gas 
industry  is  ready  to  implement 
them— with  billions  of  dollars 
and  an  all-out  effort  to  get  more 
gas  But  we  urge  action  now. 


Use  gas  wisely.  ACiA 


AmencanGas 
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Net     o/o  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1975  1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

1975  1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

141 

169 

Detroit  Edison 

98.5 

10.3 

188 

112 

201 

241 

Consol  Natural  Gas 

72.9 

15.7 

133 

181 

142 

170 

Squibb 

98.2 

10.4 

121 

204 

202 

276 

Pacific  Pwr&Lt 

72.4 

33.8 

108 

228 

143 

189 

Pa  Power  &  Light. 

97.5 

17.1 

156 

149 

203 

225 

Panhandle  Eastern 

72.3 

4.9 

156 

148 

144 

178 

Emerson  Electric 

96.2 

11.0 

130 

188 

204 

56 

Republic  Steel 

72.2 

-57.7 

169 

127 

145 

176 

Pe(H>les  Gas 

96.1 

10.7 

180 

118 

205 

357 

Transamerica 

72.1 

81.1 

108 

230 

146 

125 

Textron 

%.o 

-9.4 

149 

162 

206 

251 

buquesne  Light 

71.5 

20.1 

105 

235 

147 

183 

Chemical  New  York 

95.9 

13.3 

112 

222 

207 

103 

IntI  Harvester 

71.3 

-39.5 

158 

139 

148 

129 

St  Regis  Paper 

95.9 

-8.7 

149 

160 

208 

260 

Raytheon 

71.0 

22.9 

119 

208 

149 

375 

Merrill  Lynch  &  Co 

95.7 

154.9 

111 

226 

209 

223 

Houston  Ltg  &  Power 

70.9 

2.1 

123 

203 

150 

259 

MCA 

95.5 

65.3 

131 

185 

210 

274 

Abbott  Laboratories 

70.7 

28.5 

92 

269 

151 

132 

Kaiser  Alum  &Chem 

94.7 

-9.3 

149 

163 

211 

237 

Jim  Walter 

70.0 

10.5 

99 

252 

152 

157 

Baltimore  Gas  &  Eiec 

93.4 

1.3 

145 

167 

212 

338 

Houston  Natural  Gas 

69.6 

61.3 

109 

227 

153 

187 

Borden 

92.9 

10.8 

144 

168 

213 

253 

So  Natural  Resources 

69.3 

17.0 

131 

187 

154 

190 

United  Telecom 

SI. 3 

9.6 

228 

79 

214 

304 

Allegheny  Power 

68.7 

43.8 

130 

190 

155 

226 

No  States  Power 

91.1 

32.2 

185 

113 

215 

345 

Florida  Power 

67.0 

63.3 

100 

249 

156 

180 

CIT  Financial 

90.4 

4.8 

103 

236 

216 

279 

Interco 

67.0 

25.0 

81 

298 

157 

153 

PPG  Industries 

89.0 

-5.1 

167 

132 

217 

269 

Standard  Brands 

66.9 

19.6 

90 

275 

158 

155 

Union  Camp 

88.7 

-4.1 

128 

196 

218 

224 

Upjohn 

66.7 

-3.4 

90 

276 

159 

198 

Carnation 

88.5 

11.1 

118 

215 

219 

309 

May  Dept  Stores 

66.7 

42.6 

108 

229 

160 

197 

NLT 

88.5 

11.0 

96 

258 

220 

272 

H  J  Heinz 

66.6 

19.9 

92 

271 

161 

121 

Louisiana  Land 

87.7 

-18.7 

153 

158 

221 

175 

NCR 

65.9 

-24.4 

227 

82 

162 

158 

Continental  Corp 

87.6 

-4.6 

99 

251 

222 

271 

Security  Pacific 

65.3 

16.8 

81 

300 

163 

164 

Central  &  South  West 

87.6 

5.7 

157 

145 

223 

167 

National  Distillers 

65.0 

-27.6 

90 

274 

164 

110 

Norfolk  &  Western  Ry 

87.5 

-22.7 

159 

137 

224 

222 

Scott  Paper 

64.8 

-6.7 

123 

201 

165 

188 

Owens-Illinois 

87.3 

4.6 

170 

126 

225 

55 

Alcoa 

64.8 

-62.6 

236 

75 

166 

242 

Long  island  Lighting 

87.3 

40.7 

128 

195 

226 

247 

Cleveland  Elec  Ilium 

64.8 

6.6 

98 

255 

167 

182 

Campbell  Soup 

87.0 

1.9 

124 

199 

227 

393 

Levi  Strauss 

64.7 

85.7 

75 

314 

168 

228 

McDonald's 

86.9 

28.9 

126 

197 

228 

133 

Boise  Cascade 

63.9 

-384 

120 

206 

169 

144 

Middle  South  Utils 

86.2 

-12.0 

179 

119 

229 

268 

Crane 

63.6 

13.3 

99 

250 

170 

250 

Union  Electric 

86.0 

43.9 

143 

169 

230 

256 

SmithKline  Corp 

63.6 

9.4 

76 

312 

171 

124 

McDonnell  Douglas 

85.7 

-19.7 

141 

173 

231 

220 

Bankers  Trust  NY 

63.2 

-10.6 

74 

318 

172 

163 

Chessie  System 

85.4 

-5.5 

156 

150 

232 

295 

Revlon 

62.6 

25.7 

74 

317 

173 

236 

Anheuser-Busch 

84.7 

32.3 

136 

177 

233 

462 

Polaroid 

62.6 

120.5 

102 

239 

174 

186 

Hewlett-Packard 

83.6 

-0.5 

119 

209 

234 

321 

Loews 

62.5 

38.0 

79 

303 

175 

240 

Ohio  Edison 

83.4 

32.0 

131 

184 

235 

201 

GenI  Tire  &  Rubber 

62.4 

-20.2 

112 

224 

176 

71 

Inland  Steel 

83.4 

-43.7 

173 

124 

236 

244 

Dana 

62.2 

1.8 

95 

263 

177 

213 

Norton  Simon 

82.8 

14.4 

112 

223 

237 

168 

Texas  Instruments 

62.1 

-30.7 

154 

154 

178 

162 

lU  international 

82.2 

-9.2 

156 

151 

238 

267 

First  Bank  System 

61.9 

10.1 

68 

333 

179 

199 

Steriing  Drug 

82.1 

3.4 

96 

257 

239 

301 

Walt  Disney 

61.7 

27.8 

99 

254 

180 

171 

St  Joe  Minerals 

81.7 

-7.8 

115 

219 

240 

277 

Heublein 

61.5 

13.8 

82 

296 

181 

258 

Greyhound 

81.2 

40.1 

129 

194 

241 

281 

Timken 

61.3 

15.9 

95 

262 

182 

284 

General  Dynamics 

81.1 

57.1 

141 

174 

242 

261 

Mellon  National  Corp 

61.2 

6.0 

68 

335 

183 

159 

G  D  Searie 

80.5 

11.2 

99 

253 

243 

139 

Champion  InU 

61.0 

-39.5 

148 

164 

184 

173 

^^^^H       Gillette 

80.0 

-8.9 

118 

211 

2U 

210 

Ettiyl 

61.0 

-17.9 

105 

234 

185 

206 

79.8 

5.3 

129 

193 

245 

305 

Koppers 

60.3 

26.3 

91 

273 

186 

227 

Esmark 

79.7 

17.1 

137 

176 

246 

385 

Westmoreland  Coal 

60.2 

66.4 

71 

32h 

187 

229 

Dart  Industries 

79.0 

17.4 

125 

198 

247 

117 

Reynolds  Metals 

60.0 

-46.0 

133 

180 

188 

172 

Southern  Railway 

78.3 

-11.1 

141 

172 

248 

■ 

Adolph  Coors 

59.5 

45.0 

86 

284 

189 

233 

American  IntI  Group 

78.3 

20.3 

83 

293 

249 

252 

Olin  Corp 

59.4 

23.5 

118 

216 

190 

141 

American  Can 

77.3 

-22.8 

168 

130 

250 

318 

Nabisco 

59.0 

29.9 

93 

267 

191 

428 

Kaiser  Industries 

76.7 

149.3 

119 

210 

251 

■ 

Whiripool 

58.9 

135.9 

101 

24;; 

192 

215 

Honeywell 

76.5 

6.0 

363 

44 

252 

257 

Jefferson-Pilot 

50.6 

0.8 

60 

364 

193 

184 

Western  Bancorp 

76.4 

-9.4 

100 

245   ■ 

253 

209 

El  Paso  Company 

58.2 

-21.7 

166 

134 

194 

212 

Boeing 

76.3' 

5.4 

155 

153 

254 

52 

National  Steel 

58.0 

-67.0 

171 

12' 

195 

232 

Northeast  Utilities 

76.2 

17.1 

157 

142 

255 

344 

Eastern  Gas  &  Fuel 

58.0 

38.0 

84 

29(1 

196 

207 

General  Mills 

76.2. 

1.4 

118 

213 

256 

290 

Northwest  Bancorp 

57.4 

13.9 

67 

33/ 

197 

394 

J  Ray  McDermott 

76.1 

118.7 

112 

221 

257 

362 

Public  Service  Colo 

57.1 

45.6 

100 

247 

198 

114 

Southern  Pacific 

74.9 

-33.1 

204 

98 

258 

372 

United  States  Sugar 

57.0 

50.5 

62 

358 

199 

92 

Crown  Zellerfoach 

74.5 

-40.3 

149 

161 

259 

96 

Lykes 

56.9 

-53.0 

130 

189 

200 

221 

Beneficial  Corp 

73.4 

4.3 

89 

280 

260 

307 

Wells  Fargo 

56.8 

19.9 

66 

33'* 

■   Not  on  500  list  in  1974. 

178 


FORBES,    MAY    15.    1976 


We're  changing  our  name  so  you'll  know  us  better. 


For  more  than  half-a-century  the  name  Weil-McLain 
has  stood  for  the  best  cast  iron  boilers  made  in 
America. 

But  we  have  outgrown  that  name,  and  have  proudly 
become  Wylain. 

Today,  Wylain  manufactures  products  for  air 
conditioning  and  commercial  refrigeration,  heating, 
fluid  systems,  housing,  air  handling  systems  and 
architectural  lighting. 

Wylain  still  produces  America's  best  cast  iron  boilers 
(through  its  Weil-McLain  Hydronic  Division),  but  our 
new  name  nrieans  a  lot  more. 

Wylain.  A  name  to  get  to  know  better. 

CXir  NYSE  Symbol  Is  still  WML. 


Operating  Divisions: 

•  Friedrich  Air  Conditioning  &  Refrigeration  Co.  •  Berko  Electric 

•  W^I-McLain  Hydronic  •  Bany  Blower  •  Hydr-OMatic  Pump 

•  Continental  Homes  of  New  England  •  Wbil-McLain  (Canada)  Ltd. 

•  Continental  Homes  of  Virginia*  \^rco  Industries  (Canada)  Ltd. 

•  Red  Jacket  •  Swimquip  •  Moklcast  Lighting  •  Davis  Homes 


Wylain 


10400  North  Central  Expressway 
Dallas,  Texas  7523*1 


The  Forbes  Profits  501 


Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1975  1974 

\                  Company 

($000,000) 

1974  ($000,000) 

1975 

1975  1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

365 

261    326 

Illinois  Power 

56.7 

27.0 

102 

240 

321 

411 

Portland  Geni  Elec 

46.0 

39.8 

60 

262    205 

Lincoln  Natl  Corp 

56.7 

-25.6 

65 

349 

322 

331 

Digital  Equipment 

46.0 

3.6 

63 

354 

263    380 

Arizona  Public  Serv 

56.5 

52.9 

89 

277 

323 

202 

N  L  Industries 

45.6 

-41.5 

82 

294 

264      ■ 

Avco 

56.1 

DP 

75 

316 

324 

■ 

Lockheed  Aircraft 

45.3 

95.3 

85 

289 

265    285 

V¥inn-Dixie  Stores 

55.6 

7.9 

91 

272 

325 

369 

Charter  New  York 

45.1 

17.4 

51 

415 

266    383 

Allied  Stores 

55.5 

52.6 

82 

295 

326 

291 

*        Time  Inc 

45.1 

-10.3 

71 

326 

267     196 

INA 

55.4 

-30.6 

70 

329 

327 

341 

So  New  England  Tel 

44.9 

5.9 

118 

214 

268    194 

Martin  Marietta 

55.4 

-31.5 

120 

207 

328 

■ 

Transco  Companies 

44.8 

266.2 

131 

186 

269    312 

Amer  Hospital  Suppty 

55.2 

19.1 

71 

322 

329 

346 

American  Standard 

44.8 

7.1 

83 

292 

270    243 

Potomac  Bee  Power 

55.1 

-10.0 

100 

246 

330 

263 

GATX 

44.7 

-22.1 

103 

237 

271    282 

-i    Public  Service  ind 

54.5 

3.9 

89 

278 

331 

311 

Richardson-Merrell 

44.6 

-3.8 

57 

385 

272    273 

Coastal  States  Gas 

54.3 

-1.5 

129 

192 

332 

353 

Combustion  Engineerg 

44.6 

11.0 

73 

319 

273    358 

Air  Prods  &  Chems 

54.2 

36.6 

108 

231 

333 

384 

Baxter  Travenoi 

44.5 

22.6 

65 

347 

274    316 

No  Indiana  Pub  Svc 

53.7 

16.9 

86 

287 

334 

287 

Borg-Wamer 

44.5 

-12.6 

97 

256 

275      ■ 

Great  Western  United 

53.5 

513.0 

60 

367 

335 

485 

Melville 

44.3 

65.2 

58 

377 

276    297 

Capital  Holding  Corp 

53.3 

9.1 

55 

397 

336 

303 

Ark  Louisiana  Gas 

44.1 

-8.0 

65 

343 

277     185 

Burlington  Northern 

52.9 

-37.2 

129 

191 

337 

391 

Republic  of  Texas 

44.0 

25.8 

49 

429 

278     108 

Newmont  Mining 

52.9 

-53.5 

93 

268 

338 

365 

N  Y  State  Elec  &  Gas 

43.7 

12.7 

75 

315 

279     192 

Mead 

52.8 

-35.6 

94 

265 

339 

390 

H  F  Ahmanson 

43.6 

23.8 

48 

433 

280    366 

St  Paul  Companies 

52.4 

36.2 

54 

399 

340 

280 

Rrst  Natl  Boston 

43.5 

-18.5 

49 

427 

281    204 

Colt  Industries 

52.1 

-32.6 

80 

302 

341 

■ 

Hughes  Tool 

43.4 

92.7 

56 

393 

282    245 

Superior  Oil 

51.9 

-14.9 

102 

238 

342 

235 

Northwest  Airiines 

43.4 

-33.0 

142 

170 

283    334 

First  IntI  Bshs 

51.7 

18.3 

56 

390 

343 

328 

Texas  Gas  Transmn 

43.4 

-2.7 

100 

248 

284    294 

Gulf  States  Utils 

51.4 

3.2 

101 

241 

344 

319 

Beker  Industries 

43.4 

-4.3 

53 

405 

285      ■ 

Dayton-Hudson 

51.3 

103.8 

81 

299 

345 

355 

Walter  Kidde 

43.2 

8.2 

60 

366 

286    327 

Natl  Detroit  Corp 

51.1 

14.4 

57 

387 

346 

377 

Associated  Dry  Goods 

43.1 

15.3 

66 

340 

287    266 

Continental  Tel 

50.6 

-10.2 

157 

144 

347 

374 

Franklin  Life  Ins 

43.0 

14.3 

45 

446 

288    299 

Combined  Insurance 

50.4 

3.7 

52 

411 

348 

254 

Tesoro  Petroleum 

42.9 

-26.9 

64 

353 

289      ■ 

AEStaleyMfg 

50.4 

234.7 

63 

356 

349 

379 

Colonial  Penn  Group 

42.8 

15.6 

44 

453 

290    333 

First  Charter  FinI 

50.2 

14.5 

52 

413 

350 

413 

Airco 

42.7 

30.0 

78 

306 

291     143 

Cetanese 

50.0 

-49.0 

227 

81 

351 

248 

Gt  Northern  Nekoosa 

42.5 

-29.6 

78 

305 

292    313 

USLIFE 

49.8 

7.6 

53 

404 

352 

■ 

Columbus  &  So  Ohio 

42.4 

101.4 

66 

341 

293    317 

Cincinnati  6  &  E 

49.7 

9.3 

88 

282 

353 

■ 

Hilton  Hotels 

42.4 

145.3 

62 

360 

294    350 

Mapco 

49.3 

19.4 

70 

327 

354 

398 

Babcock  &  Wilcox 

42.3 

24.0 

70 

330 

295    330 

Miss  River  Corp 

49.3 

10.8 

88 

281 

355 

351 

Uberty  Natl  Ufe 

42.1 

3.6 

44 

452 

296    161 

Delta  Air  Unes 

49.2 

-45.7 

178 

120 

356 

414 

Holiday  Inns 

41.9 

28.3 

101 

242 

297    286 

Diamond  IntI 

49.2 

-4.2 

77 

309 

357 

360 

Dun  &  Bradstreet  Cos 

41.9 

5.9 

49 

426 

298    308 

Wisconsin  Elec  Power 

49.0 

4.5 

112 

220 

358 

395 

Owens-Coming  Fbrgis 

41.8 

20.6 

86 

286 

299    249 

IC  Industries 

48.6 

-19.1 

96 

260 

359 

■ 

First  Mississippi 

41.8 

101.0 

54 

401 

300    343 

Nicer 

48.6 

15.1 

86 

283 

360 

416 

Carter  Hawley  Hale 

41.6 

28.3 

63 

355 

301    275 

Enserch 

48.1 

-11.7 

96 

259 

361 

359 

Crown  Cork  ft  Seal 

41.6 

4.9 

67 

338 

302    342 

Pacific  Lighting 

48.1 

13.4 

96 

261 

362 

443 

Dayton  Power  ft  Light 

41.2 

38.8 

65 

344 

303    348 

Lucky  Stores 

47.9 

15.7 

73 

320 

363 

461 

Chicago  Bridge  ft  Iron 

41.2 

44.6 

54 

400 

304    335 

Chesebrough-Pond's 

47.9 

9.9 

57 

384 

364 

219 

Motorola 

41.1 

-41.9 

92 

270 

305    347 

Central  Tel  &  Utils 

47.5 

13.9 

105 

233 

365 

370 

CleveTrust  Corp 

40.8 

6.6 

46 

441 

306    408 

Fluor 

47.4 

42.6 

85 

288 

366 

■ 

Control  Data 

40.7 

1.261.2 

154 

155    J 
381    I 

307      ■ 

Hanna  Mining 

47.4 

130.9 

57 

386 

367 

336 

(Kis  Elevator 

40.6 

-6.8 

57 

308    363 

Del  Monte 

47.2 

20.7 

66 

342 

368 

324 

U  S  Rdelity  ft  Gty 

40.4 

-10.2 

43 

454 

309    255 

Times  Mirror 

47.2 

-19.3 

79 

304 

369 

177 

American  Petrofina 

40.2 

-53.7 

77 

307 

310     165 

Eaton 

47.0 

-47.7 

95 

264 

370 

230 

Murphy  Oil 

40.1 

39.8 

89 

279 

311    310 

Ogden 

47.0 

0.9 

76 

313 

371 

499 

Texas  Oil  ft  Gas 

40.1 

55.0 

59 

373 

312     145 

Seaboard  Coast  Line 

47.0 

-52.0 

106 

232 

372 

■ 

Crocker  Natl  Corp 

40.1 

62.8 

51 

417 

313    289 

Lubrizol 

46.9 

-7.1 

58 

375 

373 

142 

Buriington  Inds 

39.8 

-60.1 

133 

179 

314    367 

White  Consolidated 

46.9 

21.8 

65 

348 

374 

54 

Signal  Companies 

39.7 

-77.3 

77 

310 

315    306 

Champion  Spark  Plug 

46.7 

-1.4 

56 

389 

375 

378 

Oklahoma  Gas  ft  Elec 

39.4 

5.9 

64 

351 

316    262 

Amer  GenI  Insurance 

46.6 

-18.9 

58 

378 

376 

349 

Pullman 

39.4 

-4.8 

52 

410 

317    292 

Clark  Equipment 

46.6 

-6.9 

70 

328 

377 

445 

Utah  Power  ft  Ught 

39.2 

33.2 

59 

374 

318    113 

Phelps  Dodge 

46.4 

-58.8 

81 

297 

378 

239 

Westvaco 

39.1 

-38.2 

81 

301 

319    368 

New  England  Electric 

46.4 

20.7 

94 

266 

379 

422 

Amstar 

39.0 

24.3 

52 

412 

320    325 

Comsat 

46.2 

2.9 

77 

308 

380 

396 

Marsh  &  McLennan  Cos 

38.8 

12.2 

43 

457 

■  Not  on  500  list  in  1974.         DP  Deficit  to  Profit. 
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A  SHIELD  FOR  THE  ALASKA  PIPELINE 

starts  with  Asarco  zinc  anodes. 


Corrosion  is  a  threat  to  steel  rigs  and  pipelines.  To  guard  against  this  enemy 
on  the  trans  Alaska  pipeline,  engineers  attached  hundreds  of  miles  of 
Asarco  zinc  ribbon  anodes  to  the  underground  pipe.  These  anodes 
sacrifice  themselves  to  protect  the  steel. 

Asarco  mines  and  refines  zinc  for  anode  systems  used  to  control 
corrosion  on  many  types  of  steel  structures.  Zinc  is  also  vital  for  coating 
steel,  for  die  casting  myriad  parts,  and  for  corrosion-resistant  paints. 

Zinc  is  only  one  of  the  many  materials  Asarco  produces  which  are 
essential  for  America's  industry.  We're  at  120  Broadway,  N.Y.,  N.Y.  10005. 


:<>• 
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ASARCO  Incorporated— /o/'mer/y  American  Smelting  and  Refining  Company 


Every  time  you  pick  up  your 
phone,  you  enter  a  hundred  billion 
dollar  network  that  connects  160 
million  telephones  in  North 
America.  Every  day,  this  network 
performs  over  a  billion  switching 
operations. 

It's  ah  enormous  task  that 
requires  about  fourteen  billion  dol- 
lars of  new  investment  every  year. 
To  continue  meeting  the  demands 
of  growth  and  demands  for  new 
services,  this  money  must  buy 
more.  The  best  hope  lies  in  har- 
nessing new  technologies.  This  is 
where  Northern  is  putting  its 
money. 

Right  now,  we  are  working 
on  a  whole  family  of  major  digital 
switching  systems  for  the  tele- 
phone companies  of  North  Amer- 
ica. This  equipment  will  handle 
more  calls  and  provide  more  serv- 
ices than  ever  before  with  incred- 
ible efficiency. 

We  introduced  our  first  major 
digital  switching  system  in  1975  — 
the  SL-1 PABX.  We  will  introduce 
another  major  system  every  year 
for  the  next  four  years.  Working 
closely  with  the  telephone  com- 
panies, we  are  developing  every 
major  type  of  equipment  needed  to 
build  the  North  American  network. 

Northern  has  grown  up  with 
the  telephone  industry  from  the 
beginning.  We've  learned  to  foresee 
their  needs.  Thoroughly  research 
the  solutions.  And  respond  with 
billion  dollar  right  answers. 

Northern  Telecom.  World 
headquarters:  1600  Dorchester 
Boulevard,  West,  Montreal  H3H 
IRl,  Canada.  U.S.  headquarters: 
International  Plaza,  Nashville, 
Tennessee  37217. 


nt 


northern 
telecom 


BEATRICE  runs  growth  record 
to  24  consecutive  years 


Sales  $4.7  Billion:  up  8% 

Earnings  $153  Million:  up  9% 

Earnings  per  share 

$1.86:  up  8% 


Beatrice  Foods  Co.  completed  the  finest  year  in  its  78-year 
history  on  February  29,  1 976,  further  strengthening  its  foundation 
for  greater  future  growth. 

World-wide  sales,  net  earnings  and  earnings  per  comnrion 
share  increased  for  the  24th  consecutive  year  with  all  14  divi- 
sions continuing  to  be  profitable.  Sales  of  dairy,  grocery  and 
related  products  and  services  increased  to  a  record  $3.6  billion 
and  accounted  for  77  per  cent  of  sales  for  the  year.  Sales  and 
earnings  of  specialty  manufactured  products  and  chemicals  also 
attained  all-time  highs. 

The  company  began  the  new  fiscal  year  in  the  strongest 
financial  condition  in  its  history  with  the  cash  resources  to 
finance  further  expansion  in  the  United  States  and  around 
the  world. 


RECORD  SALES 
$4.7  BILLION 
UP  8% 


71  72  73  74  75  76 

RECORD  NET  EARNINGS:         1531 
$153.1  MILLION 
UP  9% 


71  72         73         74  75  76 


RECORD  EARNINGS 

PER  SHARE:  $1.86  i  72 

UP  8% 

1.07 


1.86 


llllll 

71  72  73         74  75         76 
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For  a  copy  of  the  78th  Annual 
Report  please  write  to: 
Public  Relations  Department 
Beatrice  Foods  Co. 
120  South  La  Salle  Street 
Chicago,  Illinois  60603 


Beatrice  Foods 


The  Forbes  Profits  500 


Net     o/o  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

)75  1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

1975 

1974 

Company 

($000,000) 

1974  ($000,000) 

1975 

11    409 

Gannett 

38.5 

16.0 

50 

420 

441 

■ 

Mercantile  Stores 

31.5 

50.0 

43 

456 

12      ■ 

Joy  Manufacturing 

38.5 

110.0 

48 

435 

442 

■ 

Anderson-Clayton 

31.5 

27.2 

39 

475 

»    498 

SoCarolinaE&G 

38.4 

48.4 

65 

345 

443 

492 

AIco  Standard 

31.2 

17.9 

40 

472 

i4    288 

Johns-Manville 

38.4 

-24.1 

71 

323 

444 

302 

Corning  Glass  Works 

31.1 

-35.3 

86 

285 

J5    339 

Castle  &  Cooke 

38.2 

-10.6 

57 

388 

445 

■ 

Cooper  industries 

31.1 

32.2 

41 

468 

16      ■ 

McGraw-Edison 

37.7 

119.9 

55 

396 

446 

356 

Quaker  Oats 

31.0 

-22.2 

62 

357 

J7    477 

Overseas  Shipholding 

37.6 

39.4 

58 

379 

447 

450 

North  Amer  Philips 

31.0 

6.2 

57 

382 

18      ■ 

Sedco 

37.6 

53.8 

70 

331 

448 

■ 

Cleveland-Cliffs 

31.0 

20.2 

38 

477 

19    270 

Amfac 

37.5 

-33.0 

59 

372 

449 

■ 

Montana  Power 

31.0 

29.1 

44 

451 

\0    320 

Potlatch 

37.5 

-17.3 

59 

370 

450 

415 

GAF 

30.9 

-4.8 

56 

392 

)1    431 

Gould 

37.1 

21.8 

55 

394 

451 

464 

Pillsbury 

30.9 

9.2 

61 

363 

)2    433 

Wachovia  Corp 

37.1 

22.0 

41 

467 

452 

296 

Jos  Schlitz  Brewing 

30.9 

-36.9 

56 

391 

)3      m 

Fort  Howard  Paper 

36.8 

88.8 

42 

463 

453 

■ 

Studebaker-Worthngtn 

30.8 

215.5 

48 

431 

)A      m 

Cameron  Iron  Works 

36.7 

50.2 

53 

407 

454 

454 

ACF  industries 

30.7 

6.8 

61 

361 

15    373 

Armstrong  Cork 

36.6 

-3.2 

69 

332 

455 

■ 

Moore  McCormack  Res 

30.7 

23.9 

36 

484 

6    388 

Eltra 

36.5 

-    3.2 

52 

408 

456 

425 

United  States  Gypsum 

30.5 

-2.6 

60 

368 

17      ■ 

United  Gas  Pipe  Line 

36.5 

80.7 

68 

334 

457 

463 

Walter  E  Heller  IntI 

30.4 

7.3 

35 

489 

18    460 

Liggett  Group 

36.2 

27.0 

50 

421 

458 

■ 

Chemetron 

30.4 

35.9 

48 

432 

19    412 

Provident  Life  &  Ace 

36.1 

9.9 

38 

476 

459 

389 

American  Natl  FinI 

30.3 

-14.0 

34 

493 

K)    417 

General  Reinsurance 

36.1 

11.9 

36 

485 

460 

401 

ARA  Services 

30.3 

-11.0 

62 

359 

11    382 

Square  D 

35.9 

-1.4 

44 

449 

461 

490 

Zapata 

30.3 

14.2 

52 

409 

12      ■ 

Baker  International 

35.7 

106.0 

49 

430 

462 

470 

Harris  Bankcorp 

30.2 

10.2 

34 

490 

3      ■ 

Harsco 

35.6 

40.4 

59 

371 

463 

424 

Zaie 

30.1 

-3.7 

39 

473 

14    404 

Roadway  Express 

35.5 

6.2 

59 

369 

464 

323 

Allegheny  Ludlum  Ind 

30.1 

-33.3 

50 

418 

15    329 

Black  &  Decker 

35.4 

-20.6 

55 

395 

465 

■ 

Genuine  Parts 

30.0 

24.9 

34 

491 

16      ■ 

Toledo  Edison 

35.4 

43.5 

50 

422 

466 

■ 

Holly  Sugar 

29.9 

464.8 

34 

492 

•7    453 

R  R  Donnelley  &  Sons 

35.3 

22.7 

57 

383 

467 

■ 

Bucyrus-Erie 

29.9 

45.5 

35 

487 

18      ■ 

Litton  industries 

35.3 

DP 

111 

225 

468 

278 

Cyprus  Mines 

29.8 

-44.9 

65 

346 

19    451 

Texas  Commerce  Bshs 

35.0 

21.2 

40 

471 

469 

■ 

Safeco 

29.6 

99.6 

39 

474 

t)    452 

Reliance  Electric 

35.0 

21.0 

46 

438 

470 

487 

inland  Container 

29.5 

10.1 

37 

482 

i    445 

Archer  Danis  Midland 

35.0 

18.8 

49 

425 

471 

■ 

Allis-Chalmers 

29.4 

33.0 

53 

403 

2    420 

Foremost-McKesson 

34.7 

9.8 

46 

440 

472 

476 

National  City  Corp 

29.3 

8.6 

31 

498 

3      ■ 

Tandy 

34.6 

69.2 

45 

443 

473 

494 

Rorer-Amchem 

29.1 

10.4 

36 

486 

14     195 

Freeport  Minerals 

34.5 

-57.0 

50 

419 

474 

■ 

Imperial  Corp  of  Am 

29.0 

15.5 

31 

497 

5      ■ 

Amsted 

34.5 

102.9 

45 

445 

475 

■ 

Tampa  Electric 

28.8 

35.7 

49 

428 

6     322 

Kroger 

34.4 

-23.9 

84 

291 

476 

■ 

Santa  Fe  IntI 

28.7 

27.5 

71 

321 

7      ■ 

Smith  International 

34.4 

127.4 

46 

439 

477 

438 

Jewel  Companies 

28.7 

-5.1 

71 

324 

8    440 

Farmers  Group 

34.4 

15.0    " 

36 

483 

478 

406 

Gulf  Resources  &  Chem 

28.7 

-14.1 

41 

470 

)    364 

Interiake 

34.4 

-11.9 

54 

402 

479 

449 

Sherwin-Williams 

28.6 

-2.4 

41 

464 

3    376 

Willamette  Inds 

34.3 

-8.5 

54 

398 

480 

430 

Ideal  Basic  Inds 

28.5 

-6.6 

42 

461 

I    442 

Southland  Corp 

34.3 

15.4 

65 

350 

481 

■ 

Puget  Sound  Pwr  &  Lt 

28.3 

32.4 

44 

447 

I    457 

Becton,  Dickinson 

33.8 

18.3 

48 

434 

482 

475 

Atlantic  City  Elec 

28.3 

4.7 

45 

442 

)    434 

Boston  Edison 

33.8 

11.2 

77 

311 

483 

407 

Hoerner  Waldorf 

28.2 

-15.2 

46 

437 

I    483 

Masco 

33.7 

25.4 

43 

458 

484 

■ 

Southwestern  Life 

28.1 

10.6 

28 

500 

»    399 

Bank  of  New  York 

33.2 

-2.7 

37 

480 

485 

495 

Pittsburgh  National 

28.1 

7.1 

32 

495 

i    435 

McGraw-Hill 

33.1 

9.3 

42 

462 

486 

467 

SCM 

27.9 

0.9 

61 

362 

J      u 

Hershey  Foods 

33.0 

49.2 

41 

465 

487 

■ 

Big  Three  Industries 

27.8 

46.0 

41 

466 

\    410 

Deimarva  Power  &  Lt 

32.8 

-0.5 

57 

380 

488 

■ 

Central  III  Pub  Svc 

27.8 

30.4 

50 

423 

1    392 

Knight-Ridder  News 

32.7 

-6.2 

47 

436 

489 

■ 

Petrie  Stores 

27.8 

36.6 

29 

499 

t      ■ 

Gardner-Denver 

32.5 

37.6 

45 

444 

490 

314 

AMP 

27.8 

-39.9 

50 

424 

.     154 

Hercules 

32.5 

-65.4 

118 

212 

491 

439 

Vulcan  Materials 

27.7 

-7.5 

51 

414 

!    432 

Tampax 

32.2 

5.8 

35 

488 

492 

456 

Kewanee  Industries 

27.7 

-2.9 

43 

459 

1      ■ 

AMF 

32.1 

45.2 

67 

336 

493 

■ 

Tucson  Gas  &  Electric 

27.6 

55.0 

44 

450 

471 

Naico  Chemical 

32.1 

18.3 

44 

448 

494 

■ 

First  City  Bancorp 

27.6 

13.1 

31 

496 

■ 

Western  Union 

32.1 

476.0 

141 

171 

495 

■ 

WmWrigleyJr 

27.5 

51.4 

37 

481 

i    340 

City  Investing 

31.9 

-25.1 

58 

376 

496 

■ 

Petrolane 

27.4 

32.0 

43 

455 

419 

Libby-'Owens-Ford 

31.9 

0.6 

64 

352 

497 

491 

Southwestern  Pub  Svc 

27.3 

3.0 

42 

460 

484 

MGM 

31.9 

18.7 

37 

479 

498 

488 

Carborundum 

27.2 

1.8 

41 

469 

447 

Seafirst 

31.7 

8.1 

38 

478 

499 

458 

R  H  Macy 

27.1 

4.9 

51 

416 

1    478 

Pennwalt 

31.6 

17.2 

53 

406 

500 

493 

Philadelphia  Natl 

27.1 

2.8 

33 

494 

lot  on  500  list  in  1974.         DP  Deficit  to  Profit.                                                                                                                                                                                                                1 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1975 


Assets      Sales 


Market        Net 
Value      Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 

of  Common 

($000) 


489 


19 
48 


331 
487 
476 
25 
489 


105 


92 


210 

454 

■ 

130 
339 


Abbott  Laboratories  (Dec)  925,517  940,660  1,126,414  70,670 

ACF  Industries  (Dec)  691,034  566,965  222,068  30,724 

Addressograph  Multigraph  (July)  .    441,140  584,246  63,307  4,908 

Aetna  Ufe  &  Casualty  (Dec)  15,464,408  6,072,336  1,255,267  101,662 

H  F  Ahmanson  &  Co  (Dec)  6,496,566  566,094  221,910  43,614 


261 


424 
400 
429 

■ 
249 


132 


273 
350 


Air  Products  &  Chemicals  (Sept)  776,262  699,012  932,108  54,244 

Alrco(D€c)  714,680  765,656  201,119  42.673 

Akzona  (Dec)  656,177  681,724  222,294  7,867 

Alabama  Bancorp  (Dec)  1,755,037  123,220  115,301  17,548 

Albertson's  (Jan)  221,909  1,271,124  164,115  15,792 


235 
460 
183 


336 
385 
446 
■ 
116 


279 


135 


443 

464 

214 

■ 

107 


AIco  Standard  (Sept)  423,561  931,955  146,958  31,158 

Allegheny  Ludlum  Industries  (Dec)  638,264  791,982  125,711  30,081 

Allegheny  Power  System  (Dec)  1,903,054  653,916  504,902  68,730 

Allied  Bancshares  (Dec)  1,001,215  73,301  68,145  12,120 

Allied  Chemical  (Dec)  2,235,908  2,333,111  927,974  116,194 


422 

■ 

466 
112 
163 


165 
297 
212 
119 
325 


360 


88 
79 


266 

■ 

471 
225 

88 


Allied  Stores  (Jan)  1,100,293  1,770,635  369,752  55,451 

Allied  Supermarkets  (June)  165,962  1,044,080  16,959  -3,426 

Allis-Chalmers  (Dec)  980,949  1,443,259  128,424  29,393 

Aluminum  Company  of  America  (Dec)  3,419,900  2,305,900  1,307,920  64,800 

AMAX(Dec)  2,480,120  962,090  1,468,530  134,370 


173 
289 
437 
■ 
170 


71 
172 

■ 

486 
98 


352 
461 


125 


94 


81 


Amerada  Hess  (Dec)  2,385,459  3,179,569  381,465 

American  Alriines  (Dec)  1,604,936  1,710,005  253,372 

American  Bank  &  Trust  Pa  (Dec)  1,067,950  88,003  63,755 

American  Beef  Packers  (May)  52,967  567,019  3,848 

American  Brands  (Dec)  2,409,393  2,569,705  987,641 


128,403 

-20,470 

9,723 

-30,828 

140,026 


241 

265 

50 

35 


291 

379 

■ 

American  Broadcasting  Companies  (Dec) 

696,189 

1,064,648 

339,297 

86 

251 

190 

American  Can  (Dec) 

1,855,280 

2,870,156 

560,232 

149 

99 

75 

American  Cyanamid  (Dec) 

1,722,174 

1,928,444 

1,187,707 

183 

65 

48 

American  Electric  Power  (Dec) 

6,408,282 

1,644,221 

1,743,000 

101 

47 

70 

American  Express  (Dec) 

8,971,374 

2,490,162 

2,617,997 

180 
198 

87 
341 

■ 
258 


362 
■ 

229 
123 
267 
318 


422 
14 

114 
86 


316 

34 

269 

189 


ttAmerican  Financial  (Dec)  2,325,000  855,000  84,796  5,333 

American  Fletcher  Corp  (Dec)  2,143,069  168,519  71,176  12.702 

American  General  Insurance  (Dec)  4,083,348  1,361,428  281,421  46.636 

American  Home  Products  (Dec)  1,390,712  2,258,642  5,239,374  250,689 

American  Hospital  Supply  (Dec)  725,302  1,143,439  1,075,002  55,183 

American  International  Group  (Dec)  1,779,942  978,557  1,333,250  78,254 


455 

122 

■ 

■ 

American  Motors  (Sept) 

1,010,349 

2,282,199 

160,154 

-27,500 

231 

■ 

■ 

459 

American  National  Financial  (Dec) 

1,940,482 

426,004 

224,416 

30,348 

164 

296 

197 

129 

'American  Natural  Resources  (Dec) 

2,473,657 

1,044,946 

692,168 

101,980 

■ 

314 

380 

369 

American  Petrofina  (Dec) 

601,611 

986,036 

338,709 

40,186 

373 

■ 

■ 

■ 

'American  Security  Corp  (Dec) 

1,289,528 

84,278 

80,058 

15,185 

452 

188 

■ 

329 

American  Standard  (Dec) 

1,018,663 

1,622,262 

196,980 

44,761 

■ 

91 

■ 

■ 

American  Stores  (Mar) 

466,8*3 

2,734,710 

138,701 

19,321 

1 

3 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

80,156,232 

28,957,241 

29,610,471 

3,147,722 

■ 

308 

365 

433 

AMF  (Dec) 

779,470 

1,004,697 

361.573 

32,133 

■ 

271 

■ 

389 

Amfac  (Dec) 

738,469 

1,133,817 

172,877 

37,49( 

■ 

■ 

126 

490 

AMP  (Dec) 

414,977 

409,551 

982,912 

27,76/ 

■ 

175 

■ 

379 

Amstar  (June) 

441,456 

1,686,997 

150,155 

39,03b 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976. 

tt  Figures  include  unconsolidated  subsidiaries. 


1)  Formerly  American  Natural  Gas. 

2)  Formerly  American  Security  &  Trust. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 

A 

Earnings 

Cash 

Before                        Market 

Flow 

Extraordinaiy                     Price 

($000) 

Items       Dividends     (Dec.  31) 

Number  of 
Corporate  Employees 

Headquarters         (thousands) 


Chief  Executive 


His  Total  Rank 

Remuneration^    Among  820 
($)  Others 


92,311 
61,123 
23,263 
115,733 
47,948 


2.57 
5.35 
0.61 
1.90 
1.92 


0.73 
2.60 
none 
1.08 
0.20 


41V4 

381/2 

235/8 

9% 


North  Chicago,  III 

New  York,  NY 

Cleveland,  Ohio 

Hartford,  Conn 

Los  Angeles,  Calif 


23.7 
11.8 
20.8 
31.1 
3.0 


Edward  J  Ledder  293,898  205 

John  F  Burditt  235,500  325 

Charles  L  Davis  205,000  415 

John  H  Filer  245,973  303 

William  H  Ahmanson  230,500  340 


107,678 
77,659 
41,282 
19,522 
26,939 


3.94 
3.76 
0.63 
3.01 
2.38 


0.20 
0.95 
1.20 
1.26 
0.60 


673/4 
17% 
17% 
19% 
22»/2 


Allentown,  Pa 

Montvale,  NJ 

Asheville,  NC 

Birmingham,  Ala 

Boise,  Idaho 


12.9 
13.2 
16.0 
2.6 
18.6 


Edward  Donley 

George  S  Dillon 

Claude  S  Ramsey 

John  W  Woods 

Robert  D  Bolinder 


250,943 
308,750 
205,091 
105,375 
254,000 


290 
182 
413 
733 
282 


2.79 
5.02 
2.52 
3.11 
4.17 


0.55 
1.80 
1.54 
0.66 
1.80 


141/2 

26V4 

mz 

17V2 

331/4 


Valley  Forge,  Pa 

Pittsburgh,  Pa 

New  York,  NY 

Houston,  Texas 

Morristown,  NJ 


12.1 

16.8 

5.4 

0.8 

33.4 


Tinkham  Veale  If 

Robert  J  Buckley 

Charles  B  Finch 

Gerald  H  Smith 

John  T  Connor 


272,250 
300,101 
132,423 
84,495 
381,600 


248 
194 
635 
791 
90 


6.89 
-0.66 
2.33 
1.85 
4.43 


1.53 
none 
0.26 
1.34 
1.75 


453/4 
3i/« 
12 

38% 
471/4 


New  York,  NY 

Detroit,  Mich 

West  Aliis,  Wise 

Pittsburgh,  Pa 

Greenwich,  Conn 


55.4 
11.8 
26.7 
44.1 

13.3 


Thomas  M  Macioce  325,000  152 

Earl  W  Smith  175,000  494 

David  C  Scott  342,566  131 

W  H  Krome  George  309,964  181 

Ian  K  MacGregor  356,250  112 


3.34 

-0.72 

2.18 

-15.99 

5.30 


0.30 
none 
0.95 
none 
2.68 


163/4 

8% 
141/4 

2 
38% 


New  York,  NY 

New  York,  NY 

Reading,  Pa 

Omaha,  Neb 

New  York,  NY 


6.1 

34.9 

1.5 

0.4 

56.5 


Leon  Hess 

Albert  V  Casey 

Ben  T  Craig 

#FrankRWest 

Robert  K  Heimann 


206,930 
220,000 
89,610 
119,712 
561,607 


408 
382 
781 
694 
18 


0.99 
4.17 
3.09 
2.50 
2.10 


0.80 
2.40 
1.50 
2.00 
0.75 


19% 

31% 

24% 

21 

363/4 


New  York,  NY 

Greenwich,  Conn 

Wayne,  NJ 

New  York,  NY 

New  York,  NY 


9.0 
50.1 
37.8 
18.4 
32.3 


Leonard  H  Goldenson  299,125  198 

William  F  May  260,170  267 

#Clifford  D  Siverd  388,750  84 

#DonaldCCook  270,969  253 

Howard  L  Clark  530,128  22 


16,903 
14,933 
57,880 
279,085 
71,264 
82,675 


-0.12 
2.77 
1.73 
1.58 
1.48 
3.10 


0.04 
1.16 
0.60 
0.90 
0.31 
0.24 


7V4 

151/2 
131/2 
33% 
29% 
50 


Cincinnati,  Ohio 

Indianapolis,  Ind 

Houston,  Texas 

New  York,  NY 

Evanston,  III 

New  York,  NY 


5.0 

2.5 

9.0 

46.4 

24.8 

10.8 


Carl  H  Undner  212,200  396 

Frank  E  McKinney  Jr  139,000  606 

Benjamin  N  Woodson  175,478  493 

William  F  Laporte  659,946  7 

Karl  D  Bays  297,808  200 

Maurice  R  Greenberg  158,800  537 


29,591 
33,517 

198,689 
77,353 
16,094 

;  83,145 


-0.92 
0.96 
5.11 
3.77 
6.26 
2.54 


none 
0.43 
2.54 
2.00 
2.70 
0.85 


5% 

7% 

33% 

313/4 

33 

163/4 


Detroit,  Mich 
Galveston,  Texas 

New  York,  NY 

Dallas,  Texas 
Washington,  DC 

New  York,  NY 


33.0 

10.6 

7.3 

3.1 

11 

48.3 


Roy  D  Chapin  Jr  225,000  357 

Glendon  E  Johnson  192.050  452 

Wilber  H  Mack  220,869  378 

Richard  I  Galland  148,674  588 

#RobertC  Baker  86,538  787 

William  A  Marquard  400,000  74 


43,960 
35,811 
67,296 
59,075 
49.507 
52,206 


3.70 
5.13 
1.71 
3.17 
0.75 
9.46 


1.47 

261/2 

Wilmington,  Del 

3.40 

50% 

New  York,  NY 

1.24 

191/4 

White  Plains,  NY 

1.00 

15% 

Honolulu,  Haw 

0.37 

261/2 

Harrisburg,  Pa 

2.33 

36% 

New  York,  NY 

39.0 
939.1 
27.9 
23.1 
12.8 
7.0 


John  R  Park  181,991  475 

John  D  deButts  443,900  45 

Rodney  CGott  243,417  308 

Henry  A  Walker  Jr  255,000  276 

Joseph  D  Brenner  150,000  571 

Robert  T  Quittmeyer  230,400  342 


ary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  In  1976. 
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The  Dimensions  of  American  Businesi 


WHERE  THEY  RANK:  1975 


Assets 


218 

■ 
387 


419 
382 

■ 


Market 
Sales      Value 


Net 
Profits 


283 
354 
182 
259 


158 
482 


355 

■ 

76 

308 


415 
■ 

442 
173 
460 


169 


414 
423 


411 


263 
336 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 

of  Common 

($000) 


Amsted  (Sept)  258,330  498,688 

Anaconda  (Dec)  2,007,453  1,087,778 

Anderson-Clayton  (June)  412,308  878,905 

Anheuser-Busch  (Dec)  ,1,202,M6  1,644,979 

ARA  Services  (Sept)  532,083  1,197,654 


152,418 
378,308 
225,050 
1,521,045 
442,704 


34,500 
-39,786 
31,520 
84,723 
30,299 


Archer  Daniels  Midland  (June)  482,826  1,822,878  759,342  34,952 

Arden-Mayfair  (Dec)  99,287  571,629  7,370  -1,447 

Arizona  Bank  (Dec)  1,113,793  77,088  44,718  5,783 

Arizona  Public  Service  (Dec)  1,228,858  359,747  299,250  56,496 

Arkansas  Louisiana  Gas  (Dec)  672,331  322,160  281,187  44,072 


365 
156 

■ 

316 
223 


358 

78 

361 

309 

61 


159 
218 
370 
294 


106 
395 

■ 
102 


Arlen  Realty  &  Development  (Feb)  1,305,186  865,273  44,586  -59,821 

Armco  Steel  (Dec)  2,605,971  3,046,738  797,529  116,661 

Armstrong  Cork  (Dec)  730,720  859,412  624,147  36,594 

ASARCO(Dec)  1,501,631  1,004,638  351,015  25,438 

Ashland  Oil  (Sept)  1,973,017  3,637,126  470,418  119,367 


343 

■ 
39 


222 


19 


298 


22 
354 


346 

■ 

482 
20 


Associated  Dry  Goods  (Jan)  757,013  1,390,966  464,372  43,078 

Atlantic  Bancorp  (Dec)  1,386,004  102,453  49,856  4,240 

Atlantic  City  Electric  (Dec)  609,371  199,079  162,174  28,280 

Atlantic  Richfield  (Dec)  7,364,787  7,307,854  4,290,915  350,395 

Automatic  Data  Processing  (June)  105,677  154,682  378,810  13,848 


111 

■ 

■ 

409 


248 
■ 

241 
194 


454 

57 

500 

201 


264 

■ 

83 
354 
402 


ttAvco(Nov)  3,429,860  1,274,714  53,100  56,126 

Avery  International  (Nov)  229,899  282,608  259,829  5,016 

Avon  Products  (Dec)  815,538  1,295,062  2,023,727  139,004 

Babcock  &  Wilcox  (Dec)  1,135,397  1,564,995  225,661  42,317 

^Baker  international  (Sept)  301,467  372,265  673,791  35,676 


370 
192 
137 
412 
130 


430 


234 


377 


152 


ttD  H  Baldwin  (Dec)  1,291,712  236,734  48,824  11,501 

Baltimore  Gas  &  Electric  (Dec)  2,187,138  680,042  601,662  93,363 

BanCal  Tri-State  (Dec)  3,083,702  219,305  51,891  3,240 

Banco  Popular  de  Puerto  Rico  (Dec)  1,130,063  90,109  40,950  8,744 

BancOhio  Corp  (Dec)  3,215,539  227,289  98,672  23,674 

Bandag(Dec)  111,346  169,367  340,715  19,001 


2 

47 

40 

28 

BankAmerica  Corp  (Dec) 

66,763,054 

4,742,734 

2,937,813 

302,800   ■ 

472 

■ 

■ 

■ 

Bank  of  the  (k»mmonwealth  (Dec) 

960,539 

73,295 

6,860 

-2,816 

75 

■ 

■ 

425 

Bank  of  New  York  Company  (Dec) 

4,508,867 

318,928 

174,546 

33,193 

290 

■ 

■ 

■ 

Bank  of  Virginia  Company  (Dec) 

1,601,205 

160,230 

47,968 

11,456 

11 

203 

404 

231 

Bankers  Trust  New  York  Corp  (Dec) 

20,611,426 

1,494,691 

306,162 

63,234 

185 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

2,221,336 

179,940 

93,566 

10,446 

■ 

491 

91 

333 

'*Baxter  Travenol  Laboratories  (Dec) 

685,006 

564,085 

1,262,017 

44,472  f- 

221 

■ 

■ 

■ 

'BayBanks  (Dec) 

1,992,937 

141,731 

69,621 

12,571 

245 

49 

61 

69 

Beatrice  Foods  (Feb) 

1,844,434 

4,690,569 

1,899,247 

153,107    , 

■ 

■ 

183 

422 

Becton,  Dickinson  (Sept) 

450,536 

456,039 

721,656 

33,762 

1 

■ 

■ 

■ 

344 

Beker  Industries  (Dec) 

288,257 

190,342 

168,017 

43,358    . 

300 

94 

253 

185 

Bendix  (Sept) 

1,567,600 

2,607,600 

556,327 

79,800    ; 

134 
70 


207 
38 


447 
485 


384 
81 
419 
270 
127 
495 


200 
36 
■ 

487 
405 


ttBeneficial  Corp  (Dec)  3,172,716  1,482,259  335,386  73,367 

Bethlehem  Steel  (Dec)  4,591,500  4,977,200  1,435,487  242,000 

Betz  Laboratories  (Dec)  80,432  124,610  288,431  10,339 

Big  Three  Industries  (Dec)  291,925  211,468  518,279  27,824 

Black  &  Decker  Manufacturing  (Sept)  643,656  653,896  970,362  35,408 

Blue  Bell  (Sept)  302,390  568,638  230,155  25.781 


■   Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976. 

ft  Figures  include  unconsolidated  subsidiaries. 


3)  Formerly  Baker  Oil  Tools. 

4)  Formerly  Baxter  Laboratories. 

5)  Formerly  Baystate  Corp. 
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Foster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

A 

1975 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinaiy 

Price 

Corporate 

Employees 

Remuneration): 

Among  820 

($000) 

Items       Dividends 

(Dec.  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

44,599 

6.47 

1.75 

28»/2 

Chicago,  III 

10.4 

Goff  Smith 

259,616 

268 

19,864 

-1.80 

0.75 

17»/8 

New  York,  NY 

22.7 

John  B  M  Place 

234,000 

330 

38,642 

5.02 

1.05 

35 

Houston,  Texas 

16.9 

Thomas  J  Barlow 

258,213 

272 

135,812 

1.88 

0.64 

333/4 

St  Louis,  Mo 

13.3 

August  A  Busch  III 

273,490 

244 

61,553 

3.25 

1.02 

48 

Philadelphia,  Pa 

66.8 

William  S  Fishman 

150,533 

567 

49,168 

1.40 

0.17 

253/4 

Decatur,  III 

3.9 

Dwayne  0  Andreas 

200,000 

426 

2,811 

-0.54 

none 

ZVs 

Los  Angeles,  Calif 

6.0 

#Charles  Mathewson 

100,000 

748 

7,585 

1.79 

0.57 

141/2 

Phoenix,  Ariz 

1.6 

G  Clarke  Bean 

110,424 

724 

89,289 

2.60 

1.36 

153/4 

Phoenix,  Ariz 

3.7 

Keith  L  Turley 

95,600 

764 

65,477 

3.50 

1.45 

223/8 

Shreveport,  La 

4.4 

fESNelson/DWWeir 

115,683 

705 

3.02 

none 

2^/4 

New  York,  NY 

18.9 

Arthur  G  Cohen 

150,000 

571 

3.71 

1.60 

271/8 

Middletown,  Ohio 

48.8 

Calvin  WVerity  Jr 

357,047 

HI 

1.40 

0.83 

241/4 

Lancaster,  Pa 

22.5 

James  H  Binns 

210,000 

402 

0.95 

1.05 

131/8 

New  York,  NY 

13.5 

Charles  F  Barber 

230,440 

341 

4.42 

1.50 

191/2 

Russell,  Ky 

27.0 

Orin  E  Atkins 

350,495 

120 

3.19 
0.81 
2.41 
6.16 
1.98 


1.40 
0.72 
1.51 
2.50 
0.20 


343/8 
91/2 
171/8 
903/8 
54 


New  York,  NY 

Jacksonville,  Fla 

Atlantic  City,  NJ 

Los  Angeles,  Calif 

Clifton,  NJ 


55.4 
2.8 
1.7 

28.1 

5.4 


#LewisP  Seller  220,000  382 

#EdwardWLaneJr  72,400  806 

John  D  Feehan  72,530  805 

Robert  0  Anderson  638,654  8 

Frank  R  Lautenberg  120,000  688 


3.46 
0.51 
2.40 
3.49 
3.23 


none 
0.30 
1.51 
0.80 
0.41 


4% 
271/4 
34^8 
18y8 
48^8 


Greenwich,  Conn 

San  Marino,  Calif 

New  York,  NY 

New  York,  NY 

Orange,  Calif 


23.3 

6.0 

25.0 

41.0 

8.6 


James  R  Kerr 
R  Stanton  Avery 
#FredG  Fusee 

George  G  Zipf 
Earnest  H  Clark  Jr 


260,993 
151,224 
438,755 
315,629 
223,750 


266 
563 
49 
166 
365 


1.75 
2.75 
0.92 
3.36 
3.24 
1.49 


0.52 
1.96 
1.34 
1.11 
1.16 
none 


81/2 
221/4 
143/4 
153/4 
131/2 

263/4 


Cincinnati,  Ohio 

Baltimore,  Md 

San  Francisco,  Calif 

San  Juan,  PR 

"  Columbus,  Ohio 

Muscatine,  Iowa 


4.4 
7.8 
3.8 
2.3 
4.9 
2.0 


LucienWulsin  113,061  713 

C  Edward  Utermohle  Jr  131,409  640 

#Charles  de  Bretteville  161,105  531 

Rafael  Carrion  Jr  74,159  803 

#John  L  Burgoon  90,277  777 

Harker  Collins  194,980  444 


San  Francisco,  Calif  65.1 

Detroit,  Mich  1.4 

New  York,  NY  5.4 

Richmond,  Va  3.3 

New  York,  NY  12.9 

Jacksonville,  Fla  4.1 


Alden  W  Clausen 

#Arthur  F  Snyder 

Elliott  Averett 

Frederick  Deane  Jr 

Alfred  Brittain  III 

Guy  W  Botts 


396,346 
92,100 
222,324 
137,958 
252,000 
151,000 


75 
773 
370 
611 

288 
564 


1.44 

0.20 

395/8 

Oeerfield,  III 

25.7 

William  B  Graham 

195  119 

442 

4.15; 

2.03 

23 

Boston,  Mass 

3.6 

William  M  Crozier  Jr 

79,963 

795 

1.86' 

0.73 

231/2 

Chicago,  III 

67.0 

William  G  Karnes 

361,710 

107 

1.94 

0.43 

39 

Rutherford,  NJ 

15.3 

Wesley  J  Howe 

254,034 

281 

3.81 

0.28 

143/4 

Greenwich,  Conn 

1.0 

Erol  Beker 

125,000 

661 

3.67 

1.43 

331/8 

Southfield,  Mich 

74.1 

Werner  M  Blumenthal 

381,000 

93 

3.34 

1.25 

17% 

Wilmington,  Del 

26.6 

Edgar  T  Higgins 

226,100 

352 

5.54 

2.75 

3278 

Bethlehem,  Pa 

104.5 

Lewis  W  Foy 

275,334 

238 

1.28    . 

0.25 

353/4 

Trevose,  Pa 

2.1 

Robert  B  Marsh 

150,659 

566 

3.31 

0.45 

575/8 

Houston,  Texas 

2.6 

Harry  K  Smith 

142,667 

599 

0.85 

0.40 

231/4 

Towson,  Md 

17.2 

Francis  P  Lucier 

179,974 

484 

4.19 

0.80 

373/8 

Greensboro,  NC 

24.0 

Lowell  K  Mann 

163,156 

526 

iry,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1976. 

t  Office  held  jointly;  remuneration  shown  represents  amount  earned  by  each. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

A 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

461 

■ 

■ 

■ 

Boatmen's  Bancshares  (Dec) 

1,000,577 

65,509 

48,552 

8,400 

255 

58 

271 

194 

Boeing  (Dec) 

1,788,896 

3,718,853 

516,701 

76,347 

299 

210 

195 

228 

Boise  Cascade  (Dec) 

1,569,5V 

1,458,050 

695,000 

63,890 

280 

67 

153 

153 

Borden  (Dec) 

1,656,472 

3,367,243 

812,755 

92,884 

393 

185 

359 

334 

Borg-Warner  (Dec) 

1,192,500 

1,639,043 

370,900 

44,451 

■ 

483 

■ 

■ 

Borman's  (Jan) 

74,434 

570,550 

6.581 

1.782 

362 

■ 

■ 

423 

Boston  Edison  (Dec) 

1,310,315 

501,744 

219,305 

33,750 

■ 

469 

■ 

■ 

Braniff  International  (Dec) 

533,598 

598,856 

179.577 

20.388 

■ 

■ 

388 

■ 

Briggs  &  Stratton  (June) 

153,183 

316,286 

325.440 

18.269 

397 

156 

54 

79 

Bristol-Myers  (Dec) 

1,183,344 

1,827,669 

2,164.185 

141,696 

483 

■ 

■ 

■ 

Broadview  Financial  (Dec) 

936,252 

61,953 

13,007 

3.075 

■ 

405 

■ 

■ 

Brown  Group  (Oct) 

363,194 

752,149 

133,243 

13.116 

■ 

373 

■ 

■ 

Brunswick  (Dec) 

651,224 

817,969 

206,382 

18.126 

■ 

■ 

342 

467 

Bucyrus-Erie  (Dec) 

454,284 

353,137 

392.964 

29.876 

■ 

383 

■ 

■ 

Budd  (Dec) 

527,649 

794,089 

59,241 

9,609 

301 

146 

165 

373 

Burlington  Industries  (Sept) 

1,566,525 

1,958,092 

776,334 

39,769 

122 

190 

334 

277 

Burlington  Norttiern  (Dec) 

3,278,877 

1,595,218 

398.016 

52.943 

167 

177 

34 

62 

Burroughs  (Dec) 

2,434,951 

1,675,646 

3,345,226 

164.409 

215 

■ 

■ 

■ 

California  First  Bank  (Dec) 

2,026,383 

98,201 

60.082 

6.412 

■ 

■ 

444 

394 

Cameron  iron  Works  (June) 

399,272 

361,894 

266,988 

36.653 

■ 

199 

108 

167 

Campbell  Soup  (July) 

844,164 

1,545,555 

1,107.778 

86,973 

■ 

438 

■ 

■ 

Campbell  Taggart  (Dec) 

253,603 

667,797 

161.522 

18.627 

■ 

■ 

387 

■ 

Capital  Cities  Communications  (Dec) 

315,128 

174,886 

327.658 

25,402 

263 

■ 

231 

276 

Capital  Holding  Corp  (Dec) 

1,734,902 

363,855 

605,590 

53,292 

■ 

492 

■ 

498 

(^rborundum  (Dec) 

470,717 

563,064 

190,250 

27,187 

458 

138 

90 

159 

Carnation  (Dec) 

1,003,703 

2,075,320 

1,269,723 

88,536 

172 

465 

208 

131 

Carolina  Power  &  Light  (Dec) 

2,402,022 

606,329 

653.860 

101.622 

■ 

338 

434 

■ 

Carrier  (Oct) 

763,470 

929,856 

275,355 

13,465 

■ 

251 

296 

360 

Carter  Hawley  Hale  Stores  (Jan) 

794,013 

1,252,082 

467,325 

41.620 

■ 

365 

440 

385 

Castle  &  Cooke  (Dec) 

660,454 

843,051 

270,256 

38,160 

115 

39 

27 

16 

Caterpillar  Tractor  (Dec) 

3,386,635 

4,963,683 

3.995,629 

398,735 

392 

147 

85 

100 

CBS  (Dec) 

1.193,110 

1,938,867 

1,333.390 

122,903 

229 

■ 

■ 

■ 

CBT  Corp  (Dec) 

1,947,728 

149,861 

49,741 

8,852 

233 

151 

225 

291 

Celanese  (Dec) 

1,908,000 

1,900,000 

613.526 

50.000 

222 

408 

141 

163 

Central  &  South  West  (Dec) 

1,982,294 

740,153 

886,961 

87.588 

360 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

1,314,859 

98,244 

81,750 

13.540 

436 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

1,069,295 

74,696 

57,149 

8.187 

■ 

■ 

■ 

488 

Central  Illinois  Public  Service  (Dec) 

752,679 

240,556 

194,438 

27.8;4 

'■ 

163 

456 

■ 

Central  Soya  (Aug) 

408,214 

1,789,288 

257,850 

18,202 

406 

■ 

346 

305 

Central  Telephone  &  Utilities  (Dec) 

1,147,755 

370,056 

389,370 

47,480  ' 

201 

■ 

■ 

■ 

Centran  Corp  (Dec) 

2,121,992 

158,468 

65,709 

15,911 

224 

111 

276 

243 

Champion  international  (Dec) 

1,972,244 

2,399,258 

509,321 

61,019 

■ 

■ 

306 

315 

Champion  Spark  Plug  (Dec) 

402,223 

458,196 

446,880 

46,741 

■ 

301 

■ 

■ 

Charter  Company  (Dec) 

555,000 

1,021,599 

70,224 

9,589 

28 

420 

■ 

325 

Charter  New  York  Corp  (Dec) 

11,106,605 

708,962 

177,569 

45,073 

4 

69 

142 

58 

Chase  Manhattan  Corp  (Dec) 

41,413,555 

3,231,690 

881,623 

173,710 

■ 

■ 

■ 

458 

Chemetron  Corp  (Dec) 

371,309 

470,043 

122,368 

30,369 

9 

162 

314 

147 

Chemical  New  York  Corp  (Dec) 

23,771,258 

1,796,765 

437,022 

95,914 

■ 

435 

129 

304 

Chesebrough-Pond's  (Dec) 

478,582 

674,583 

956,503 

47,9?? 

■   Not  on  500  list. 

All  per-thare  data  adjusted  for  stock  splits  and 

1  dividends  through  May  15.  1976. 

1 
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FORBES,    MAY    15, 


oster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 


Earnings 

Before  Market 
Extraordinary  Price 

Items       Dividends  (Dec.  31) 


Number  of 

Corporate  Employees 

Headquarters  (thousands) 


Chief  Executive 


HisToUl 

Remuneration^ 

($) 


Rank 

Among  820 

Others 


4.41 
3.60 
2.16 
3.01 
2.31 


2.00 
1.00 
0.58 
1.30 
1.35 


2572 
243/8 

235/8 

26% 
20 


St  Louis,  Mo 
Seattle,  Wash 

Boise,  Idaho 

New  York,  NY 

Chicago,  III 


1.3 
72.4 
29.0 
42.1 
37.7 


Donald  N  Brandin  104,450  737 

Thorton  A  Wilson  307,035  186 

John  B  Fery  240,975  315 

Augustine  R  Marusi  491,767  29 

James  F  Bere  304,034  191 


5.350 

0.61 

none 

274 

1 

Detroit,  Mich 

6.6 

Paul  Borman 

80,028 

794 

76,717 

2.49 

2.44 

23 

Boston,  Mass 

4.0 

Thomas  J  Galligan  Jr 

125,000 

661 

55,692 

1.02 

0.20 

9 

Dallas,  Texas 

10.7 

Harding  L  Lawrence 

376,667 

97 

24,125 

2.53 

1.60 

45 

Wauwatosa,  Wise 

6.4 

Vincent  R  Shiely 

200,000 

426 

65,128 

4.44 

1.58 

69 

New  York,  NY 

29.2 

Richard  LGelb 

452,700 

41 

4,015 

1.03 

0.13 

43/8 

Cleveland,  Ohio 

0.4 

John  E  Rupert 

85,654 

789 

24,719 

1.80 

1.40 

1874 

St  Louis,  Mo 

24.2 

W  L  Had  ley  Griffin 

190,217 

457 

45,329 

0.97 

0.40 

11 

Skokie,  III 

24.7 

John  L  Hanigan 

307,975 

185 

35,435 

1.53 

0.50 

193/8 

South  Milwaukee,  Wise 

7.3 

Eugene  P  Berg 

222,816 

368 

33,486 

1.52 

0.65 

93/4 

Troy,  Mich 

19.5 

Gilbert  F  Richards 

249,404 

297 

32,828 

1.43 

1.20 

273/4 

Greensboro,  NC 

71.0 

Horace  C  Jones 

221,300 

374 

29,454 

4.12 

0.85 

32 

St  Paul,  Minn 

46.5 

Louis  WMenk 

316,627 

164 

22,329 

4.14 

0.58 

833/4 

Detroit,  Mich 

51.7 

Ray  W  Macdonald 

525,000 

24 

7,978 

1.80 

0.55 

11 

San  Francisco,  Calif 

3.3 

Masao  Tsuyamo 

96,760 

760 

52,555 

15.07 

1.00 

114 

Houston,  Texas 

8.7 

Anthony  J  A  Bryan 

170,445 

511 

24,119 

2.61 

1.24 

3372    \ 

Camden,  NJ 

30.9 

Harold  A  Shaub 

392,417 

81 

36,266 

2.81 

0.90 

24%    I 

Dallas,  Texas 

17.1 

Bill  0  Mead 

198,385 

435 

31,320 

3.28 

none 

42% 

New  York,  NY 

2.9 

Thomas  S  Murphy 

290,213 

211 

54,974 

1.85 

0.34 

2178    ' 

Louisville,  Ky 

5.9 

#  Stephen  T  Bow 

128,747 

651 

40,678 

7.00 

1.70 

4874     ' 

Niagara  Falls,  NY 

17.1 

William  H  Wendel 

358,988 

109 

4.76 
2.70 
0.53 
2.11 
2.23 
6.97 


1.35 
1.60 
0.52 
0.80 
0.73 
1.85 


6874 
20 

11% 

25 

15% 

693/4 


Los  Angeles,  Calif 

Raleigh,  NC 

Syracuse,  NY 

Los  Angeles,  Calif 

•     Honolulu,  Haw 

Peoria,  III 


21.9 
4.7 
22.6 
36.0 
35.3 
78.3 


H  Everett  Olson  231,973  333 

Shearon  Harris  131,399  641 

Melvin  C  Holm  193,461  447 

Edward  W  Carter  250,000  294 

Donald  J  Kirchhoff  283,523  225 

William  L  Naumann  269,517  256 


4.30 
4.72 
3.30 
1.72 
3.10 
1.24 


1.51 
2.60 
2.80 
1.16 
1.24 
0.40 


47 
2672 
4474 
1774 

183/4 

8% 


New  York,  NY 
Hartford,  Conn 

New  York,  NY 
Wilmington,  Del 
Cincinnati,  Ohio 
Birmingham,  Ala 


29.2 
3.1 

37.0 
5.9 
1.8 
1.9 


William  S  Paley 

James  F  English 

John  W  Brooks 

Silas  B  Phillips  Jr 

Oliver  W  Birckhead 

Harry  B  Brock  Jr 


458,654 
122,896 
346,500 
116,004 
100,547 
123,530 


39 
679 
127 
703 
747 
674 


1.67 
1.19- 
2.28 
4.11 
1.82 
1.24 


1.20 
0.60 
1.16 
1.70 
1.00 
0.61 


123/4 

163/« 
1974 
1778 
1874 
11% 


Springfield,  III 

Fort  Wayne,  Ind 

Lincoln,  Neb 

Cleveland,  Ohio 

Stamford,  Conn 

Toledo,  Ohio 


2.2 

9.3 

10.6 

2.6 

47.7 

13.0 


Kenneth  E  Bowen  97.500  758 

Joseph  F  Jones  134,300  627 

Robert  P  Reuss  154,104  551 

John  A  Gelbach  164,523  523 

Andrew  C  Sigler  242,500  313 

Robert  A  Stranahan  Jr  220,639  379 


0.42 

0.08 

4 

5.14 

2.00 

2172 

5.42    . 

2.20 

2772 

7.60 

1.18 

32 

6.64 

2.88 

307« 

3.01 

1.36 

59% 

Jacksonville,  Fla 

New  York,  NY 

New  York,  NY 

Chicago,  III 

New  York,  NY 

Greenwich,  Conn 


8.0 

7.6 

30.1 

9.2 

15.7 

15.4 


Raymon  K  Mason 

129,066 

648 

Gordon  TWallis 

273,125 

245 

David  Rockefeller 

279,168 

230 

John  P  Gallagher 

262,681 

264 

Donald  C  Platten 

280,699 

227 

Ralph  E  Ward 

383,283 

88 

|iry,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1976. 
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There's  a  special  kind  of  money  gromng  companies  need  mos 
Because  most  banks  can't  ofiTer  it^they  keep  quiet  about  it. 

First  Chicago,  a  49-billion  money-center  bank, 
presents  5  ways  to  go  beyond  the  traditional  bank  loan  to  get  mon| 
that  can  be  vital  to  your  company's  growth. 


The  need  for  money  beyond  the 
traditional  bank  loan  can  be  one  of 
your  company's  healthiest  signs.  At 
First  Chicago  we  know  how  important 
this  money  is  to  a  productive,  growing 
company,  so  we've  structured  our- 
selves to  provide  it.  Few  other  banks 
offer  it,  so  few  other  banks  talk  about 
it.  That's  why  we  call  it  The  Quiet 
Money. 

Ten-year-and-up 

fixed  rate  mon^? 

Most  banks 

give  you  a  blank  stare. 

The  economy  is  stirring  again. 
Looking  ahead  you  see  a  great  oppor- 
tunity. All  you  need  is  the  long-term 
money  to  buy  land,  plant  and  equip- 
ment. But  the  bank  you've  been  doing 
business  with  for  years  can  now  do 
nothing  for  you.  They  just  give  you  a 
blank  stare. 

Not  at  First  Chicago.  We  have  an 
entire  division  specializing  in  helping 


our  customers  get  the  productive,  10 
to  25-year  money  they  need  from  pri- 
vate investors,  without  going  public. 
Our  Corporate  Finance  Division 
knows  the  institutional  capital  mar- 
ket. Acting  as  your  financial  advisor, 
we'll  help  you  find  your  way  to  it. 

All  told,  we've  helped  our  cus- 
tomers get  well  over  $100  million  in 
productive,  long-term  money  since 
January  1975.  The  10-year-and-up 
money  that  most  banks  don't 
talk  about. 

Primal  money. 
First  Chicago  as  an  mvestor. 

Start-ups,  buy-outs  and  expan- 
sions are  traumatic  moments  in  the 
financial  life  of  a  company.  Ironically, 
venture  money  for  start-ups,  buy-outs 
and  expansion  is  just  the  kind  of  mon- 
ey most  banks  don't  provide.  They 
won't  even  talk  about  it.  Their  busi- 
ness is  loans,  not  investments. 

It's  different  at  First  Chicago.  We 


have  two  equity  investment 
ready  to  move  where  tradition 
loans  are  not  the  answer  Our  1| 
Capital  Corporation  affiliate  ii 
in  smaller  companies,  often  fi 
scratch.  Our  First  Chicago  Invi 
ment  Corporation  affiliate  serv 
er  companies,  investing  in  lev( 
buy-outs  and  private  equity  isj| 
For  a  worthy  idea  or  company, 
affiliates  will  go  it  alone  or  pa 
with  others  to  give  your  idea  o 
pany  the  support  it  deserves. 

Using"used''capital 

dollars  to  produce 

cash  on  the  barrelhe* 

For  many  businesses 
not  a  bowl  of  cherries.  Afler  i 
sluggish  sales  and  skyrocket 
many  viable  companies  are  i 
for  cash. 

One  way  out  of  this  imj 
capitalize  on  capital  dollars; 
already  expended  —  with  a  i 


ii 


First  Chicago  loan.  Depending  on 
r  company,  you  can  obtain  cash 
IS  on  your  outstanding  accounts 
Ivable.  Cash  loans  on  inventory 
.'s  warehoused  awaiting  seasonal 
s.  Cash  loans  on  equipment.  Cash 
is  secured  by  the  very  equipment 
need  the  loans  for  Cash  loans 
jing  upwards  from  $250,000. 


"Used"  capital  dollars  are  put  lo 

work  anew,  with  a  secured  loan 

from  the  First  Chicdgo  Commercial 

Finance  Division 

Since  1974  our  Commercial  Fi- 
e  Division  has  bolstered  the  oper- 


ation of  productive  companies  with 
over  $100  million  in  loans.  As  the  cash 
flow  of  these  companies  improves,  we 
expect  many  of  these  loans  to  be  re- 
financed with  us  as  traditional  bank 
loans.  It's  simple  to  do  at  First  Chicago. 
We  can  just  move  the  loan  across  the 
hall. 

The  dollarless  loan. 
A  different  way  to  borrow. 

The  classic  way  to  get  productive 
equipment  you  need  is  to  borrow  the 
money  it  will  cost,  and  buy  it.  An  of- 
ten more  advantageous  way  is  to  bor- 
row the  equipment  direct. 

At  First  Chicago  we  loan  equip- 
ment as  well  as  money.  Our  First 
Chicago  Leasing  Corporation  affiliate 
leases  everything  from  aircraft  to 
computers  to  mining  equipment  to 
entire  manufactiiring  plants— for  a 
total  commitment  of  $800  million  in 
capital  equipment  used  by  more  than 
100  American  companies. 

By  borrowing  equipment  direct 
your  company  preserves  its  credit 
sources  for  more  discretionary,  more 
timely  use.  Instead  of  renting  money, 
you  rent  the  reason  for  renting  the 
money. 

The  quiet  money  package. 

It  fits  your  compiany 

like  a  glove. 

The  traditional  bank  loan  itself 
comes  in  many  forms,  many  sizes. 
Once  you  go  beyond  the  traditional 
bank  loan,  loans  become  even  more 
diverse.  Put  them  all  together,  the 
traditional  and  untraditional,  and 
you  gel  a  richly  varied  fund  of  loans 
—  short-term,  long-term,  secured  and 
unsecured,  as  well  as  leases  that  per- 
form like  loans. 

It  all  adds  up  to  the  quiet  money 
package,  a  sophisticated  combination 
of  loans  and  near  loans  that  fits  your 
company  like  a  glove. 

First  Chicago  is  uniquely  organ- 
ized to  produce  the  loan  package. 
Uniquely  organized  to  bring  forth  all 
the  quiet  money  other  banks  keep 
quiet  about. 


The  Quiet  Money.  It's  available  at 
First  Chicago.  For  productive,  grow- 
ing companies,  it's  a  good  thing  to 
know. 


For  the  quiet  money  that 

works  best  for  you,  call  any 

of  these  First  Chicago 

officers,  direct. 


1.  Vincent  M.  Quinn,  Vice  President 
Corporate  Finance  Division 
(312)  732-6827 

2.  Stanley  Colder,  President 
First  Capital  Corporation/First 
Chicago  Investment  Corporation 
(312)  732-8060 

3.  Joseph  GiufFre,  Assistant  Vice 
President,  Commercial  Finance 
Division  (312)  732-3175 

4.  Alan  Delp,  President 

First  Chicago  Leasing  Corporation 
(312)  732-8902 

5.  Thomas  Benton 
Office  of  the  President 
(312)  732-6405 

NORTH  AMERICA:  Atlanta;  Baltimore; 
Boston;  Chicago;  Cleveland;  Houston;  Kansas 
City;  Los  Angeles;  Mexico  City;  New  York;  San 
Francisco;  Toronto.  EUROPE:  Amsterdam; 
Antwerp;  Athens;  Bristol;  Brussels;  Cardiff; 
Channel  Islands;  Dublin;  Duesseldorf;  Edin- 
burgh; Frankfurt;  Geneva;  Leicester;  London; 
Madrid;  Milan;  Munich;  Newcastle;  Paris; 
Piraeus;  Rome;  Rotterdam;  Stockholm;  Warsaw. 
MIDDLE  EAST:  Abu  Dhabi;  Beirut;  Cairo; 
Dubai;  Sharjah;  Tehran.  AFRICA:  Lagos; 
Nairobi.  LATIN  AMERICA:  Bogota;  Caracas; 
Guatemala  City;  Panama  City;  San  Jose;  Sao 
Paulo.  CARIBBEAN:  Bridgetown;  Kingston; 
Montego  Bay;  Ocho  Rios;  Port-au-Prince. 
FAR  EAST:  Bangkok;  Hong  Kong;  Jakarta; 
Seoul;  Singapore;  Tokyo.  PACIFIC:  Manila; 
Melbourne;  Sydney. 


The  Rrst  National  Bank  of  Chicago 

Productive  banking  for  productive  businesses. 

Member  FDIC.  ©The  First  National  Bank  of  Chicago. 


The  dimensions  of  American  Business: 


WHERE  THEY  RANK:  1975 


' 

Market 

Net 

Assets 

Sales 

Value 

Profits 

144 

242 

211 

172 

■ 

490 

242 

363 

■ 

386 

■ 

■ 

53 

13 

228 

■ 

287 

387 

305 

■ 

Market  Value 

Assets 

Sales 

of  Common 

Net  Profits 

ampany  (and  fiscal  year  end) 

(JOOO) 

($000) 

($000) 

($000) 

Chessie  System  (Dec) 

2,816,671 

1,289,027 

645.597 

85,385 

Chicago  Bridge  &  Iron  (Dec) 

491,741 

564,401 

575,309 

41,165 

Chromalloy  American  (Dec) 

565,439 

791,400 

94,877 

21,707 

Chrysler  (Dec) 

6,266,728 

11,598,405 

608,533 

-282,370 

Chubb  (Dec) 

1,614,334 

785,798 

448,257 

24,594 

366 

44 

3 

127 

138 


243 
42 
70 

■ 


336 

237 

30 

115 


293 

156 

21 

85 


Cincinnati  Gas  &  Electric  (Dec)  1,304,551  479,868  396,375  49,738 

ttCIT  Financial  (Dec)  7,018,208  1,288,984  594,267  90,380 

Citicorp  (Dec)  57,849,665  4,936,568  3,663,045  349,885 

Cities  Service  (Dec)  3,233,500  3,200,700  1,045,746  137,700 

Citizens  &  Southern  Natl  Bank  (Dec)  3,082,925  264,746  180,138  15,817 


425 

90 

492 


137 
217 
467 


376 

■ 
420 


436 
317 

■ 
448 


Citizens  Fidelity  Corp  (Dec)  1,092,670  75,964  43,802  8,422 

City  Investing  (Dec)  3,938,015  2,104,882  139,315  31,908 

Clark  Equipment  (Dec)  915,986  1,429,616  341,650  46,618 

Clark  Oil  i  Refining  (Dec)  308,825  600,415  63,972  5,237 

Cleveland-Cliffs  Iron  (Dec)  284,293  170,426  286,078  30,997 


312 

■ 

318 

226 

Cleveland  Electric  Illuminating  (Dec) 

1,513,247 

523,165 

430,201 

64,768 

86 

■ 

■ 

365 

CleveTrust  Corp  (Dec) 

4,088,047 

274,167 

213,897 

40,808 

■ 

414 

441 

■ 

Clorox  (June) 

265,157 

721,505 

268,764 

21,150 

269 

154 

■ 

272 

Coastal  States  Gas  (Dec) 

1,713,749 

1,874,148 

137,448 

54,296 

270 

85 

18 

37 

Coca-Cola  (Dec) 

1,710,873 

2,872,840 

4,927,433 

239,304 

329 

87 

58 

104 

Cclgate-Palmolive  (Dec) 

1,443,631 

2,860,491 

1,979,610 

118,960 

■ 

■ 

299 

349 

Colonial  Penn  Group  (Dec) 

422,409 

349,856 

461,521 

42,822 

■ 

315 

■ 

■ 

Colonial  Stores  (Dec) 

174,090 

982,002 

79,555 

13,368 

■ 

300 

■ 

281 

Colt  Industries  (Dec) 

866,274 

1,022,759 

188,267 

52,127 

131 

213 

178 

115 

Columbia  Gas  System  (Dec) 

3,202,660 

1,443,140 

741,859 

111,456 

473           ■  462  352  Columbus  &  Southern  Ohio  Electric  (Dec)  950,809  259,078  253,000  42,422 

■  ■  445  288  Combined  Insurance  Co  of  America  (Dec)  632,789  393,016  265,100  50,371 
442  171  386  332  Combustion  Engineering  (Dec)  1,054,485  1,711,151  331,273  44,592 
291           ■  ■             ■  Commerce  Bancshares  (Dec)  1,601,064  114,982  84,816  14,483 

60  170  66           47  Commonwealth  Edison  (Dec)  5,180,370  1,722,331  1,718,019  206,909 

■  388  ■            ■  Commonwealth  Oil  Refining  (Dec)  573,487  783,764  133,081  -24,627 


33 

52 
447 


481 

80 

92 

108 

456 


450 

■ 

97 
137 
238 


320 

■ 

93 

29 


Communications  Satellite  (Dec)  466,621  142,581  263,750  46,243 

ConAgra  (June)  126,310  573,544  29,232  4,071 

Connecticut  General  Insurance  (Dec)  9,257,832  3,014,668  1,220,019  128,575 

Consolidated  Edison  (Dec)  6,315,409  2,667,938  923,220  274,734 

Consolidated  Foods  (June)  1,036,815  2,443,027  589,701  12,743 

Consolidated  Freightways  (Dec)  338,665  631,234  222,830  18,094 


253 
116 
418 

67 
225 

12 


321 
234 

■ 
135 

75 
214 


300 

269 

■ 

106 
155 
223 


201 

135 

■ 

162 
122 
113 


Consolidated  Natural  Gas  (Dec)  1,798,353  970,564  461,151  72,895 

Consumers  Power  (Dec)  3,361,133  1,341,100  523,659  100,727 

Continental  Bank  (Dec)  1,117,835  84,932  58,710  10,686 

Continental  Corp  (Dec)  4,774,208  2,117,744  1,121,575  87,618 

^Continental  Group  (Dec)  1,936,100  3,101,862  808,390  107,184 

Continental  Illinois  Corp  (Dec)  20,225,633  1,441,240  619,661  112,890 


59 

217 

63 


490 


21 
494 
152 


332 


38 
301 
417 
471 
139 
167 


26 
287 
366 
445 
248 
444 


Continental  Oil  (Dec)  5,184,581  7,253,801  3,099,694  330,854 

Continental  Telephone  (Dec)  2,009,289  559,163  459,828  50,583 

ttControl  Data  (Dec)  5,037,657  1,893,308  293,862  40,714 

Cooper  Industries  (Dec)  369,196  473,195  245,892  31,134 

Adolph  Coors  (Dec)  558,345  520,000  903,185  59,520 

Corning  Glass  Works  (Dec)  921,447  938,959  766,992  31.137 


■    Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976. 

ft  Figures  include  unconsolidated  subsidiaries. 


6)   Formerly  Continental  Can. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 


Earnings 

Cash            Before  Market 

Flow        Extraordinary  Price 

($000)           Items       Dividends  (Dec  31) 


Corporate 
Headquarters 


Number  of 
Employees 
(thousands) 


Chief  Executive 


His  Total  Rank 

Remuneration!    Among  820 
($)  Others 


155,830 

4.59 

2.10 

343/8 

Cleveland,  Ohio 

38.4 

HaysTWatkins 

326,520 

150 

54,398 

4.20 

1.70 

59 

Oak  Brook,  III 

12.0 

Marvin  G  Mitchell 

203,266 

420 

45,593 

1.87 

0.70 

91/2 

Clayton,  Mo 

21.9 

Joseph  Friedman 

291,783 

207 

12,066 

-4.71 

none 

10'/8 

Highland  Park,  Mich 

217.0 

John  J  Riccardo 

215,625 

389 

28,113 

2.01 

1.40 

36>/2 

New  York,  NY 

7.2 

William  M  Rees 

134,911 

626 

88,205 

1.88 

1.64 

1878 

Cincinnati,  Ohio 

4.5 

William  H  Dickhoner 

101,213 

746 

103,025 

4.32 

2.20 

291/8 

New  York,  NY 

22.5 

Walters  Holmes  Jr 

234,675 

329 

385,595 

2.83 

0.86 

29>/2 

New  York,  NY 

46.4 

Walter  B  Wriston 

335,854 

141 

368,400 

5.12 

2.40 

383/4 

Tulsa,  Okia 

17.1 

Robert  V  Sellers 

294,156 

204 

22,171 

0.55 

0.52 

6V4 

*                         Atlanta,  Ga 

5.1 

Richard  L  Kattel 

138,702 

608 

10,234 

4.23 

1.40 

22 

Louisville,  Ky 

1.5 

Maurice  D  S  Johnson 

111,000 

722 

58,210 

0.81 

0.66 

6% 

Beverly  Hills,  Calif 

35.0 

George  T  Scharffenberger 

440,699 

46 

70,120 

3.43 

1.60 

25»/8 

Buchanan,  Mich 

25.8 

Bert  E  Phillips 

388,609 

85 

19,182 

0.74 

0.50 

9 

Milwaukee,  Wise 

5.0 

Owen  L  Hill 

127,313 

657 

37,861 

5.03 

1.50 

46^8 

Cleveland,  Ohio 

7.1 

H  Stuart  Harrison 

308,093 

IM 

97,815 

3.17 

2.48 

261/2 

Cleveland,  Ohio 

4.9 

Karl  H  Rudolph 

154,083 

552 

45,707 

6.74 

2.40 

3574 

Cleveland,  Ohio 

3.9 

M  Brock  Weir 

210,000 

402 

27,559 

0.95 

0.52 

12 

Oakland,  Calif 

6.2 

Robert  B  Shetterly 

192,850 

450 

129,302 

2.59 

none 

73/8 

Houston,  Texas 

4.9 

Oscar  SWyattJr 

230,000 

344 

305,197 

4.00 

2.30 

82»/4 

Atlanta,  Ga 

31.1 

J  Paul  Austin 

376,558 

98 

167,162 

1.73 

0.70 

283/4 

New  York,  NY 

42.0 

David  R  Foster 

404,325 

70 

43,531 

2.65 

0.40 

28% 

Philadelphia,  Pa 

2.3 

John  J  MacWilliams 

179,014 

487 

.     23,698 

3.49 

1.25 

20^8 

Atlanta,  Ga 

12.5 

Ernest  F  Boyce 

205,000 

415 

•    79,805 

7.07 

2.00 

28% 

New  York,  NY 

21.8 

George  A  Strichman 

410,183 

66 

243,933 

3.17 

2.06 

22^8 

Wilmington,  Del 

10.9 

Bernard  J  Clarke 

231,515 

337 

65,862 

3.60 

1.98 

23 

Columbus,  Ohio 

2.8 

Arthur  G  Green 

123,310 

675 

52,329 

1.90 

0.62 

10 

Chicago,  III 

3.1 

Clement  Stone 

199,626 

433 

73.301 

4.16 

1.85 

321/2 

Stamford,  Conn 

45.9 

Arthur  J  Santry  Jr 

332,488 

144 

16,243 

3.04 

1.04 

18 

Kansas  City,  Mo 

2.4 

James  M  Kemper  Jr 

72,100 

807 

423,883 

2.95 

2.30 

3OV4 

Chicago,  III 

14.8 

Thomas  G  Ayers 

122,750 

681 

-13,728 

-1.78 

none 

8% 

San  Antonio,  Texas 

2.4 

James  0  Phelps 

187,500 

464 

77,198 

4.62 

1.00 

26% 

Washington,  DC 

1.3 

Joseph  V  Charyk 

144,200 

593 

8,454 

1.09 

none 

81/2 

Omaha,  Neb 

4.2 

#  Claude  1  Carter 

116,515 

702 

146,152 

4.67 

0.94 

443/4 

Hartford,  Conn 

12.9 

Henry  R  Roberts 

243,170 

309 

430,003 

3.74 

1.20 

15 

New  York,  NY 

24.6 

Charies  F  Luce 

210,000 

402 

47,714 

0.27 

1.35 

21 

Chicago,  III 

78.0 

John  H  Bryan  Jr 

166,115 

517 

43,618 

1.52 

0.70 

18% 

San  Francisco,  Calif 

16.0 

William  G  White 

191,228 

454 

132,581 

3.58 

2.18 

24% 

Pittsburgh,  Pa 

7.7 

Robert  E  Seymour 

181,500 

476 

199,526 

2.T55 

2.00 

19 

Jackson,  Mich 

10.7 

Alphonse  H  Aymond 

173,040 

505 

11.684 

3:46 

1.62 

19 

Philadelphia,  Pa 

1.5 

Roy  T  Peraino 

142,000 

600 

99,261 

3.29 

2.60 

433/4 

New  York,  NY 

20.1 

#  Nathan  H  Wentworth 

217,300 

387 

220,884 

3.64 

1.80 

27»/2 

New  York.  NY 

59.9 

Robert  S  Hatfield 

340,856 

133 

123,577 

6.49 

2.23 

35% 

Chicago,  III 

9.9 

Roger  E  Anderson 

304,151 

190 

691,127 

6.50 

2.00 

60^8 

Stamford,  Conn 

44.0 

Howard  W  Blauvelt 

437,167 

50 

156,788 

1.26 

1.00 

121/4 

Loudoun  County,  Va 

17.4 

Charies  Wohlstetter 

182,364 

473 

154,375 

2.39. 

none 

17% 

Minneapolis,  Minn 

42.8 

William  C  Norris 

227,760 

349 

40,705 

3.03 

0.72 

231/4 

Houston,  Texas 

11.3 

Robert  Cizik 

250,780 

291 

86,114 

1.68 

0.03 

251/2 

Golden,  Colo 

7.2 

William  K  Coors 

185,649 

465 

86.053 

1.76 

1.40 

431/2 

Corning,  NY 

33.5 

Amory  Houghton  Jr 

193,292 

449 

•liry,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stocl<  options. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

A.. 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits      • 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

337 

90 

122 

118 

CPC  Intemationai  (Dec) 

1,403,321 

2,741,512 

1,002,550 

109,244 

■ 

276 

482 

229 

Crane  (Dec) 

722,201 

1,119,494 

240,312 

63,608 

30 

381 

464 

372 

Crocker  National  Corp  (Dec) 

10,449,135^ 

798,140 

252,410 

40.072 

■ 

370 

421 

361 

Crown  Cork  &  Seal  (Dec) 

538,95o' 

825,007 

283,281 

41,611 

308 

166 

145 

199 

Crown  Zellerbach  (Dec) 

1,523,084 

1,758,120 

877,943 

74,490 

283 

346 

407 

■ 

Crura  &  Forster  (Dec) 

1,637,745 

906,036 

304,847 

26,774 

■ 

401 

■ 

■ 

Cummins  Engine  (Dec) 

624,002 

761,504 

131,703 

491 

■ 

■ 

497 

468 

Cyprus  Mines  (Dec) 

600,219 

479,515 

228,875 

29.782 

■ 

269 

247 

236 

Dana  (Aug) 

822,184 

1,136,450 

564,936 

62,174 

■ 

326 

■ 

■ 

Daniel  International  (Sept) 

208,674 

957,257 

112,784 

15,333 

394 

245 

226 

187 

Dart  Industries  (Dec) 

1,190,687 

1,280,407 

609,438 

78.988 

■ 

■ 

382 

■ 

Data  General  (Sept) 

116,465 

108,222 

337,758 

12,851 

476 

174 

326 

285 

Dayton-Hudson  (Jan) 

944,898 

1,692,528 

416,299 

51,317 

498 

■ 

436 

362 

Dayton  Power  &  Light  (Dec) 

895,977 

357,575 

273,900 

41,168 

166 

83 

74 

57 

Deere  (Oct) 

2,440,829 

2,955,204 

1,544,734 

179.073 

■ 

■ 

303 

■ 

DEKALB  AgResearch  (Aug) 

334,542 

295,433 

453,385 

23,966 

■ 

247 

405 

308 

Del  Monte  (May) 

777,964 

1,279,274 

306,077 

47,245 

484 

■ 

475 

428 

Delmarva  Power  &  Lt  (Dec) 

934,724 

278,548 

242,489 

32,787 

351 

226 

172 

296 

Delta  Air  Lines  (June) 

1,353,710 

1,377,030 

750,508 

49,223 

■ 

■ 

406 

■ 

Deluxe  Check  Printers  (Dec) 

128,420 

212,647 

305,060 

23,463        1 

100 

289 

209 

141 

Detroit  Edison  (Dec) 

3,649,940 

1,070,780 

650,376 

98.454 

132 

■ 

■ 

■ 

DETROITBANK  Corp  (Dec) 

3,189,928 

216,618 

135,490 

26.931 

■ 

391 

324 

297 

Diamond  International  (Dec) 

531,169 

779,072 

420,351 

49,192 

398 

272 

143 

111 

Diamond  Shamrock  (Dec) 

1,181,595 

1,129,348 

880,154 

114,268 

■ 

462 

■ 

■ 

Di  Giorgio  (Dec) 

221,733 

613,471 

22,760 

639 

■ 

■ 

70 

322 

Digital  Equipment  (June) 

565,069 

533,774 

1,653,724 

46,000 

■ 

343 

■ 

■ 

Dillingham  (Dec) 

631,324 

913,161 

102,008 

18,098 

■ 

322 

449 

■ 

Dillon  Companies  (June) 

175,242 

969,231 

264,081 

17,652 

■ 

■ 

75 

239 

Walt  Disney  Productions  (Sept) 

782,666 

520,006 

1,530,165 

61,741 

353 

■ 

■ 

■ 

Dominion  Bankshares  (k>rp  (Dec) 

1,338,513 

101,417 

72,900 

11.023 

478 

■ 

■ 

■ 

Donaldson,  Lufkin  &  Jenrette  (Dec) 

942,401 

66,596 

16,722 

2,597 

■ 

■ 

349 

407 

R  R  Donnelley  &  Sons  (Dec) 

410,899 

501,564 

384,929 

35,316 

•    54 

43 

8 

10 

Dow  Chemical  (Dec) 

5,846,731 

4,888,114 

8,491,530 

615.662 

■ 

■ 

327 

■ 

Dow  Jones  (Dec) 

187,229 

237,870 

413,036 

26,538 

■ 

406 

■ 

■ 

Dravo  (Dec) 

331,888 

749,622 

84,007 

11,665 

335 

140 

110 

98 

Dresser  Industries  (Oct) 

1,420,200 

2,011,600 

1,095,787 

123.900 

93 

328 

116 

95 

Duke  Power  (Dec) 

3,740,799 

954,414 

1,043,660 

128,235 

■ 

■ 

170 

357 

Dun  &  Bradstreet  Companies  (Dec) 

380,407 

552,069 

756,390 

41,850 

49 

20 

13 

30 

E  1  du  Pont  de  Nemours  (Dec) 

6,415,000 

7,269,800 

6,101,348 

271.800 

293 

■ 

297 

206 

Duquesne  Light  (Dec) 

1,593,285 

405,124 

465,300 

71,521 

371 

187 

■ 

■ 

Eastern  Air  Lines  (Dec) 

1,289,852 

1,624,394 

80,933 

-49.714 

■ 

474 

375 

255 

Eastern  Gas  &  Fuel  Associates  (Dec) 

674,963 

591,885 

343,370 

57.958 

62 

40 

4 

11 

Eastman  Kodak  (Dec) 

5,048,436 

4,958,536 

17,124,436 

613,694 

379 

197 

280 

310 

Eaton  (Dec) 

1,254,084 

1,558,294 

504,471 

47,043 

■ 

497 

292 

■ 

Jack  Eckerd  (July) 

211,216 

555,344 

471,300 

24,857 

■ 

■ 

381 

■ 

Economics  Laboratory  (June) 

204,883 

297,207 

338,300 

15,687 

169 

223 

344 

253 

El  Paso  Company  (Dec) 

2,410,105 

1,389,355 

390,112 

58.211 

■ 

398 

494 

396 

Eltra  (Sept) 

535,123 

766,591 

231,517 

36,544 

■ 

252 

62 

144 

Emerson  Electric  (Sept) 

850,963 

1,250,299 

1,898.875 

96,187 

■   Not  on 
All  per-sha 

500  list. 

re  data  adjusted  for  stock  splits  and 

dividends  through  May  15.  1976. 

_J 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

1975 

Earnings 

Cash 

Before 

Market 

Number  of 

HisToUl 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

(WOO) 

Items 

Dividends 

(Dec  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

^  153,844 

4.62 

2.07 

423/8 

Englewood  Cliffs,  NJ 

42.9 

James  W  McKee  Jr 

346,953 

125 

99,392 

12.34 

1.96 

46% 

New  York,  NY 

22.9 

Thomas  M  Evans 

346,410 

128 

50,595 

3.63 

1.66 

211/2 

San  Francisco,  Calif 

10.9 

Thomas  R  Wilcox 

230,200 

343 

67,013 

2.43 

none 

1678 

Philadelphia,  Pa 

15.6 

John  F  (k>nnelly 

120,000 

688 

149,277 

3.01 

1.80 

35% 

San  Francisco,  Calif 

30.9 

Charles  R  Dahl 

271,105 

251 

31,179 

2.07 

1.40 

24V4 

New  York,  NY 

7.1 

B  P  Russell 

173,202 

504 

31,106 

-0.21 

1.00 

19V2 

Columbus,  Ind 

18.0 

Henry  B  Schacht 

191,222 

455 

65,088 

2.81 

1.40 

213/4 

Los  Angeles,  Calif 

5.2 

Henry  TMudd 

244,708 

305 

94,714 

2.13 

0.69 

isys 

Toledo,  Ohio 

20.6 

Rene  C  McPherson 

306.716 

187 

23,310 

2.16 

0.63 

16 

Greenville,  SC 

40.0 

R  Hugh  Daniel 

111,996 

716 

125,216 

3.26 

0.59 

27V4 

Los  Angeles,  Calif 

28.6 

Justin  Dart 

321,217 

159 

16,694 

1.51 

none 

373/8 

Southboro,  Mass 

3.3 

Edson  D  deCastro 

52,000 

815 

81,217 

3.22 

0.66 

261/4 

IMinneapolis,  Minn 

30.0 

Kenneth  N  Dayton 

254,712 

279                  i 

65,471 

2.24 

1.66 

173/4 

Dayton,  Ohio 

3.1 

Robert  B  Killen 

109,400 

728 

232,477 

6.03 

1.75 

5178 

Moline,  III 

53.8 

William  A  Hewitt 

456,190 

40 

35,124 

1.94 

0.20 

363/4 

Dekalb,  III 

3.0 

Thomas  H  Roberts  Jr 

124,763 

670 

65,823 

3.94 

1.33 

251/2 

San  Francisco,  Calif 

32.0 

Alfred  WEamesJr 

226,066 

353 

57,366 

1.45 

1.20 

13 

Wilmington,  Del 

2.4 

Robert  D  Weimer 

90,196 

778 

177,658 

2.48 

0.60 

373/4 

Atlanta,  Ga 

27.8 

William  T  Beebe 

213,334 

394 

29,532 

1.98 

0.60 

253/4 

St  Paul,  Minn 

6.7 

Joseph  L  Rose 

131.736 

638 

187,694 

1.50 

1.45 

131/4 

Detroit,  Mich 

9.6 

William  G  Meese 

175,813 

492 

29,007 

8.45 

2.76 

421/2 

Detroit,  Mich 

3.0 

C  Boyd  Stockmeyer 

173,520 

502 

77,113 

4.23 

2.00 

361/8 

New  York,  NY 

19.0 

Richard  J  Walters 

461,448 

37 

'    176,632 

6.82 

1.60 

533/8 

Cleveland,  Ohio 

10.3 

Claybeurne  A  Cash 

326,000 

151 

7,368 

0.10 

0.08 

4 

San  Francisco,  Calif 

6.0 

Robert  Di  Giorgio 

150,000 

571 

62,896 

3.85 

none 

13678 

Maynard,  Mass 

20.6 

Kenneth  H  Olsen 

150,000 

571 

40,663 

1.34 

0.40 

8 

Honolulu,  Haw 

13.4 

Lowell  S  Dillingham 

310,378 

180 

25,293 

1.97 

0.84 

303/4 

Hutchinson,  Kan 

13.6 

Ray  E  Dillon  Jr 

129,530 

645 

98,807 

2.00 

0.12 

4978    ^ 

Burbank,  Calif 

14.5 

Donn  B  Tatum 

122.668 

682 

12,816 

1.84 

0.61 

121/4    1 

Roanoke,  Va 

2.2 

Edward  H  Quid 

128,032 

655 

3,097 

0.34 

none 

21/4    ' 

New  York,  NY 

0.6 

Richard  H  Jenrette 

160,000 

533 

57,168 

1.87 

0.58 

201/2 

Chicago,  III 

11.7 

Charles  W  Lake  Jr 

338,245 

138 

963,090 

6.65 

1.45 

915/8 

Midland,  Mich 

53.1 

Charles  B  Branch 

566,679 

16 

35,183 

1.67 

1.00 

26 

New  York,  NY 

4.0 

Warren  H  Phillips 

220.916 

376 

23.497 

2.55 

0.88 

191/4 

Pittsburgh,  Pa 

15.0 

Robert  Dickey  III 

195.300 

441 

176,400 

8.29 

1.40 

631/, 

Dallas,  Texas 

51.0 

John  V  James 

492,963 

28 

238,562 

1.84 

1.40 

191/2 

Charlotte,  NC 

11.8 

Carl  Horn  Jr 

113,300 

712 

49,098 

1.58 

0.99 

281/2 

New  York,  NY 

21.8 

Harrington  Drake 

222,185 

372 

851,300 

5l43 

4.25 

1261/2 

Wilmington,  Del 

132.2 

Irving  S  Shapiro 

118,436 

300 

104,521 

2:37 

1.72 

17% 

Pittsburgh,  Pa 

4.5 

John  M  Arthur 

118,667 

696 

53,706 

-2.65 

none 

41/4 

Miami,  Fla 

32.8 

Frank  Borman 

119,134 

695 

84.393 

4.09 

0.73 

2378 

Boston,  Mass 

10.7 

John  N  Philips 

231,539 

336 

858.656 

3.80 

2.06 

1061/8 

Rochester,  NY 

124.0 

Walter  A  Fallon 

432,239 

53 

94,672 

2.66 

1.80 

293/4 

Cleveland,  Ohio 

43.3 

E  Mandell  de  Windt 

305,920 

189 

29,509 

1.32 

0.32 

25 

Clearwater,  Fla 

11.4 

Stewart  Turley 

107,280 

731 

22,565 

1.24 

0.41 

25 

St  Paul,  Minn 

5.1 

Edward  B  Osborn 

140,000 

603 

165,689 

1.88 

1.10 

11% 

El  Paso,  Texas 

11.8 

Howard  Boyd 

276.167 

237 

52,495 

3.24 

1.07 

201/2 

New  York,  NY 

23.5 

J  Adreon  Keller 

206,646 

411 

130,469 

1.74 

0.75 

34% 

St  Louis,  Mo 

33.1 

Charles  F  Knight 

332,500 

143 

Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 
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The  Dimensions  of  American  Business:! 


WHERE  THEY  RANK: 

1975 

■ 

A 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits      . 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

■ 

361 

■ 

Emery  Air  Freight  (Dec) 

73,922 

237,175 

366,894 

12,604 

357 

28 

191 

110 

Engelhard  Minerals  &  Chemicals  (Dec) 

1,325,061 

5,672,520 

706,077 

114,716 

421 

416 

369 

301 

^Enserch  (Dec) 

1,102,157 

716,568 

354,896 

48,117 

177 

■ 

■ 

■ 

Equimark  (Dec) 

2,348,634 

208,315 

38,884 

6,269 

367 

■ 

■ 

■ 

Equitable  Bancorp  (Dec) 

1,303,623 

101,675 

50,144 

8,468 

404 

■ 

■ 

■ 

Equitable  Life  Insurance  Co  of  Iowa  (Dec) 

1,152,382 

160,184 

65,919 

10,911 

321 

48 

259 

186 

Esmark  (Oct) 

1,473,924 

4,730,739 

548,093 

79,685 

■ 

299 

431 

244 

Ethyl  (Dec) 

875,809 

1,029,220 

276,390 

61,004 

■ 

393 

■ 

■ 

Evans  Products  (Dec) 

565,291 

774,297 

89,316 

12,656 

5 

1 

3 

2 

Exxon  (Dec) 

32,839,398 

44,864,824 

19,855,150 

2,503,013 

■             ■ 

295 

418 

Farmers  Group  (Dec) 

213,876 

108,271 

468,711 

34,387 

6          107 

185 

108 

Federal  National  Mortgage  Assoc  (Dec) 

31,596,205 

2,444,590 

718,305 

114,958 

378           ■ 

■ 

■ 

Federated  Capital  (Dec) 

1,259,562 

79,681 

34,612 

379 

247           59 

51 

67 

Federated  Department  Stores  (Jan) 

1,839,931 

3,712,864 

2,345,001 

157,411 

140          ■ 

■ 

■ 

Fidelcor  (Dec) 

2,952,219 

234,307 

90,825 

12,961 

318           ■ 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

1,496,684 

109,604 

100,266 

16.483 

326           ■ 

■ 

■ 

Rnancial  Federation  (Dec) 

1,461,436 

107,358 

38,856 

9.409 

304          ■ 

■ 

■ 

Financial  General  Bankshares  (Dec) 

1,541,280 

110,461 

31,015 

5.109 

133           57 

89 

89 

Firestone  Tire  &  Rubber  (Oct) 

3,180,801 

3,724,150 

1,270,542 

134,296 

380           ■ 

■ 

■ 

First  Alabama  Bancshares  (Dec) 

1,249,037 

100,093 

75,049 

12,882 

319           ■ 

■ 

■ 

First  Amtenn  Corp  (Dec) 

1,482,523 

117,209 

44,888 

-2,850 

252           ■ 

■ 

■ 

First  &  Merchants  Corp  (Dec) 

1,799,753 

142,535 

55,091 

10,174 

305           ■ 

■ 

■ 

First  Banc  Group  of  Ohio  (Dec) 

1,538,228 

120,151 

113,260 

16,759 

42           ■ 

229 

238 

First  Bank  System  (Dec) 

7,173,072 

518,189 

608,112 

61,873 

176           ■ 

■ 

■ 

First  Boston  (Dec) 

2,366,052 

121,802 

50,570 

15,598 

61           ■ 

373 

290 

First  Charter  Financial  (Dec) 

5,077,950 

378,183 

348,517 

50.219 

13         211 

186 

121 

First  Chicago  Corp  (Dec) 

19,011,999 

1,447.015 

715,938 

107.545 

414           ■ 

■ 

First-Citizens  Bank  &  Trust  (Dec) 

1,128,911 

86,959 

34,500 

5,713 

71           ■ 

494 

First  City  Bancorporation  of  Texas  (Dec) 

4,577,096 

289,787 

196,903 

27,621 

443           ■ 

■ 

First  Commerce  Corp  (Dec) 

1,053,687 

73,796 

28,944 

151 

294           ■ 

■ 

First  Commercial  Banks  (Dec) 

1,593,124 

106,403 

54,632 

11,819 

314           ■ 

■ 

First  Empire  State  Corp  (Dec) 

1,508,729 

123,148 

25,095 

4,149 

389           ■ 

■ 

First  Financial  Corp  (Dec) 

1,198,100 

78,725 

40,997 

5,587 

444           ■ 

■ 

First  Hawaiian  Inc  (Dec) 

1,049,340 

85,916 

54,013 

9,212 

51           ■ 

260 

283 

First  International  Bancshares  (Dec) 

6,356,371 

435,061 

545,713 

51,677 

405           ■ 

■ 

First  Kentucky  National  Corp  (Dec) 

1,148,621 

88,908 

72,738 

11,940 

386           ■ 

■ 

First  Maryland  Bancorp  (Dec) 

1,202,932 

85,237 

49,965 

10,099 

■            ■ 

359 

First  Mississippi  (June) 

199,872 

198,529 

95,869 

41,769 

315           ■ 

■ 

First  National  Bancorp  (Dec) 

1,505,440 

115,826 

45,182 

8,393 

36         411 

427 

340 

First  National  Boston  (Dec) 

8,614,107 

726,919 

277,748 

43,519 

375           ■ 

■ 

First  National  Charter  Corp  (Dec) 

1,271,470 

81,249 

77,292 

10,178 

420           ■ 

■ 

First  National  Cincinnati  Corp  (Dec) 

1,104,630 

76,725 

82,800 

13,905 

200           ■ 

■ 

First  National  Holding  Corp  (Dec) 

2,126,404 

191.286 

50.700 

7,116 

189           ■ 

■ 

First  National  State  Bancorp  (Dec) 

2,202,525 

145,072 

84.000 

13.547 

■           334 

■ 

First  National  Stores  (Mar) 

123,530 

934,803 

25,448 

4,133 

471           ■ 

■ 

First  Oklahoma  Bancorporation  (Dec) 

961,551 

69,802 

59,144 

8.855 

43           ■ 

■ 

First  Pennsylvania  Corp  (Dec) 

7,066,813 

552,120 

196,755 

18,211 

205           ■ 

■ 

First  Security  Corp  (Dec) 

2,106,155 

162,059 

150,192 

20.106 

275           ■ 

■ 

First  Tennessee  National  Corp  (Dec) 

1,680,396 

140,037 

55,544 

6,877  ^ 

■   Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976. 


7)  Formerly  Lone  Star  Gas. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

1975 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

($000) 

Items       Dividends 

(Dec.  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

13,783 

1.61 

0.97 

463/4     , 

Wilton,  Conn 

2.8 

John  C  Emery  Jr 

113,583 

709 

139,333 

3.79 

0.80 

23       ' 

New  York,  NY 

10.0 

Milton  F  Rosenthal 

389,200 

83 

95,887 

3.04 

1.60 

233/4 

Dallas,  Texas 

7.1 

William  C  McCord 

180,238 

481 

7,730 

1.51 

0.88 

91/2 

Pittsburgli,  Pa 

2.2 

Marion  A  Cancelliere 

220,250 

381 

11,089 

2.35 

0.19 

143/8 

Baltimore,  Md 

2.8 

Owen  Daly  II 

89,110 

782 

11,467 

2.19 

0.54 

13V4     , 

Des  Moines,  Iowa 

0.6 

Kenneth  R  Austin 

90,833 

776 

137.057 

5.05 

1.22 

31%   I 

Chicago.  Ill 

33.6 

Robert  W  Reneker 

422,811 

58 

105,394 

6.09 

1.25 

30       ^ 

Riciimond,  Va 

17.1 

Floyd  DGottwaldJr 

254,675 

280 

27,429 

0.74 

none 

53/8 

Portland,  Ore 

12.3 

MonfordAOrloff 

332,450 

145 

4,027,111 

11.19 

5.00 

883/4 

New  York.  NY 

136.9 

Clifton  C  Garvin  Jr 

537,767 

20 

36,337 

3.91 

1.00 

57 

Los  Angeles.  Calif 

6.5 

Robert  E  Early 

212,107 

397 

114,958 

2.42 

0.77 

15       1 

Washington.  DC 

1.2 

Oakley  Hunter 

137,269 

614 

1,979 

0.07 

0.59 

6% 

Houston.  Texas 

1.4 

#  Nelson  Works 

97,500 

758 

222,130 

3.54 

1.20 

523/4 

Cincinnati,  Ohio 

88.5 

Ralph  Lazarus 

300,000 

195 

16.207 

2.68 

2.20 

183/4 

Philadelphia,  Pa 

3.7 

Samuel  H  Ballam  Jr 

130,289 

644 

18,204 

4.23 

2.40 

25% 

Newark,  NJ 

2.1 

C  Malcolm  Davis 

177.442 

489 

10,191 

2.33 

none 

9% 

Los  Angeles.  Calif 

0.5 

Edward  L  Johnson 

151,399 

562 

7,046 

0.90 

0.35 

51/2 

Washington,  DC 

3.1 

William  J  Schuiling 

131,769 

637 

286,721 

2.36 

1.10 

22y« 

Akron,  Ohio 

111.0 

Richard  A  Riley 

357,634 

110 

15,052 

2.69 

0.94 

153/4 

Montgomery,  Ala 

2.3 

FrankAPIummer 

131.414 

639 

-1,282 

-0.50 

0.74 

7% 

Nashville,  Tenn 

2.1 

Andrew  B  Benedict 

88,376 

783 

13,307 

3.09 

1.46 

163/4 

Richmond.  Va 

3.1 

0  Coleman  McGehee 

93,580 

772 

.     19,296 

2.93 

1.09 

1978 

Columbus,  Ohio 

2.4 

John  G  McCoy 

205,000 

415 

•     68.339 

4.16 

1.49 

41       j 

ley*  ' 

Minneapolis.  Minn 

7.6 

Donald  R  Grangaard 

228,575 

347 

16,184 

4.86 

1.25 

New  York,  NY 

0.7 

George  L  Shinn 

312,800 

174 

51,608 

120,848 

8,511 

31,494 

1,712 

13,433 


1.78 
2.72 
56.59 
3.05 
0.07 
2.27 


none 
0.92 
5.00 
0.90 
1.00 
1.00 


123/8 

i8y« 

345 

213/4 

133/4 

ioy2 


Beverly  Hills,  Calif 

Chicago,  III 

Raleigh,  NC 

Houston,  Texas 

*      New  Orleans.  La 

Albany,  NY 


1.8 
7.9 
2.5 
3.3 
1.1 
2.4 


S  Mark  Taper 
A  Robert  Abboud 

Lewis  R  Holding 
James  A  Elkins  Jr 
Rodger  J  Mitchell 

Victor  J  Riley  Jr 


135,000 
176,297 
125.296 
204,930 
109,639 
102.882 


624 
491 
659 
418 
726 
741 


6,026 
8,379 
11,119 
56,445 
13,320 
11,717 


1.45 
0.72 
3.03 
3.50 
4.44 
3.37 


1.38 
0.36 
1.40 
1.10 
1.56 
1.30 


83/4 

5y4 
173/4 
37 
27      I 

163/4    ' 


Buffalo,  NY 

Tampa.  Fla 

Honolulu,  Haw 

Dallas,  Texas 

Louisville,  Ky 

Baltimore,  Md 


2.1 

1.7 
1.8 
4.0 
1.7 
1.7 


Charles  R  Diebold  132,882  634 

Chester  H  Ferguson  2,400  820 

John  D  Bellinger  187,755  462 

Robert  H  Stewart  III  221,309  373 

A  Stevens  Miles  125,100  660 

J  Owen  Cole  85,090  790 


54.091 

5.00 

0.30 

11% 

Jackson,  Miss 

0.8 

J  Kelley  Williams 

215,000 

391 

11,641 

3..81 

1.70 

2oy2 

Denver,  Colo 

2.3 

Bruce  D  Alexander 

94.325 

768 

48,937 

3.60 

1.88 

23 

Boston,  Mass 

9.1 

Richard  D  Hill 

187,596 

463 

11,414 

5.63 

2.30 

423/4 

Kansas  City,  Mo 

1.5 

Barret  S  Heddens  Jr 

98,928 

754 

15,031 

3.86 

1.70 

23 

Cincinnati.  Ohio 

1.1 

William  N  Liggett 

136,443 

618 

10,004 

1.75 

1.16 

i2y2 

Atlanta.  Ga 

3.0 

#EdwardD  Smith 

153,045 

554 

15,221 

3.22 

2.00 

20 

Newark,  NJ 

2.6 

Robert  R  Ferguson  Jr 

125,000 

661 

10,864 

3.32 

1.00 

22y2 

Somerville,  Mass 

17.5 

Alan  L  Haberman 

160,000 

533 

10,433 

0.84- 

none 

6y« 

Oklahoma  City,  Okia 

1.0 

Charles  A  Vose 

69,530 

808 

23.116 

1.39 

1.32 

15 

Philadelphia,  Pa 

6.9 

John  R  Bunting 

216,380 

388 

23,963 

3.67 

1.18 

28 

Salt  Lake  City.  Utah 

3.1 

George  S  Eccles 

111,880 

717 

11,420 

0.77 

0.44 

ey* 

Memphis,  Tenn 

2.7 

Ronald  A  Teny 

102,638 

742 

Salary,  bonus. 

director's 

Fees,  and  deferred  compensati 

on;  excludes  stock  options. 

#  New  CEO  in  1976. 

>RBES.   MAY   15, 

1976 

199 

The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

A 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

411 

■ 

■ 

■ 

First  Texas  Financial  (Dec) 

1,132,140 

87.606 

13.065 

2,183 

497 

■ 

■ 

■ 

First  Tulsa  Bancorp  (Dec) 

896,389 

57,851 

46,816 

6,351 

157 

■ 

■ 

■ 

'First  Union  Bancorporation  (Dec) 

2,580,254^ 

167.421 

99,288 

17,943 

208 

■ 

■ 

■ 

First  Union  Corp  (Dec) 

2,094,543 

173.740 

53.331 

7,433 

468 

■ 

■ 

■ 

First  United  Bancorporation  (Dec) 

973,764 

66.215 

36.950 

8,250 

434 

■ 

■ 

■ 

First  Virginia  Bankshares  Corp  (Dec) 

1,075,176 

80,055 

49.277 

5,468        I 

101 

■ 

■ 

■ 

First  Wisconsin  Corp  (Dec) 

3.645,640 

245,420 

73,338 

11,540 

■ 

464 

■ 

■ 

Fischbach  &  Moore  (Sept) 

235,010 

607,318 

74.484 

10.417 

■ 

225 

■ 

■ 

Fisher  Foods  (Dec) 

278,117 

1.379,994 

64,722 

12.426 

284 

■ 

■ 

■ 

Flagship  Banks  Inc  (Dec) 

1,637,199 

121,008 

34.540 

-3,034 

■ 

192 

■ 

■ 

Fleming  Companies  (Dec) 

174,220 

1,566,376 

84.557 

11.666 

303 

■ 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

1,547,698 

94,209 

87.232 

9.161 

307 

■ 

325 

215 

Florida  Power  (Dec) 

1,524,597 

504,496 

416,479 

67.043 

114 

263 

123 

76 

Florida  Power  &  Light  (Dec) 

3,416,938 

1,182,644 

995,719 

145,221 

■ 

236 

256 

306 

nuor  (Oct) 

538,447 

1,325,423 

553,450 

47.411 

246 

120 

212 

120 

FMC  (Dec) 

1,843,866 

2.291.932 

642,028 

108.166 

■ 

103 

■ 

■ 

Food  Fair  Stores  (July) 

429,217 

2,482,539 

33,125 

-3.434 

22 

5 

24 

41 

Ford  Motor  (Dec) 

14,000,200 

24,009,100 

4,132,480 

227,500 

■ 

113 

■ 

412 

Foremost-McKesson  (Mar) 

825,089 

2,378.344 

162,400 

34.734 

■ 

■ 

345 

393 

Fort  Howard  Paper  (Dec) 

188,043 

203.702 

389,726 

36.806 

■ 

303 

■ 

■ 

Foster  Wheeler  (Dec) 

441,023 

1,020.867 

79,335 

14.132 

250 

■ 

356 

347 

Franklin  Life  Insurance  (Dec) 

1.817,470 

336,032 

372,821 

43.031 

■ 

■ 

385 

414 

Freeport  Minerals  (Dec) 

428,209 

291,785 

334,842 

34.519 

■ 

282 

■ 

■ 

Fruehauf  (Dec) 

889,512 

1,094,419 

224.424 

25,115 

■ 

324 

■ 

450 

GAF(Dec) 

705,433 

964.421 

142.212 

30,946 

■ 

196 

■ 

■ 

Gamble-Skogmo  (Jan) 

712,735 

1.559,043 

94,826 

22,615 

■ 

■ 

189 

381 

Gannett  (Dec) 

331.196 

355.354 

712,311 

38.548 

■ 

■ 

304 

430 

Gardner-Denver  (Dec) 

371,480 

423.140 

452,770 

32,542 

195 

389 

394 

330 

tt*GATX  (Dec) 

2.167,783 

782.971 

316,013 

44,739 

■ 

■ 

476 

■ 

General  American  Oil  Co  of  Texas  (June) 

296,082 

88.531 

242,186 

23.312 

354 

134 

329 

182 

General  Dynamics  (Dec) 

1,338,085 

2,160,038 

407.065 

81.088 

32 

12 

7 

12 

General  Electric  (Dec) 

9,763,500 

13,399,100 

8.503.559 

580,800 

237 

60 

83 

139 

General  Foods  (Mar) 

1,896,554 

3,675,092 

1,375.338 

99,386 

■ 

439 

■ 

■ 

General  Host  (Dec) 

205,680 

667,581 

16.968 

4.039 

1 

385 

118 

80 

196 

General  Mills  (May) 

1,205,633 

2,308,900 

1.466,205 

76,213       ' 
1,253.092 

10 

2 

5 

4 

General  Motors  (Dec) 

21,602,244 

35,724,911 

16,519,647 

103 

330 

134 

134 

General  Public  Utilities  (Dec) 

3,631,979 

941,997 

930.869 

100.918      J 

361 

■ 

151 

400 

General  Reinsurance  (Dec) 

1.310,802 

500,711 

833.085 

36.12} 

■ 

■ 

442 

■ 

General  Signal  (Dec) 

367,711 

547,733 

267,082 

24.530 

24 

26 

35 

17 

General  Telephone  &  Electronics  (Dec) 

12,713,700 

5,948.395 

3,216,535 

388.157 

334 

168 

343 

235 

General  Tire  &  Rubber  (Nov) 

1,427.300 

1,751,958 

390,123 

62,368     ^' 

■ 

281 

■ 

■ 

Genesco  (July) 

507.425 

1,095.972 

67,134 

-14.297 

■ 

433 

239 

465 

Genuine  Parts  (Dec) 

244.419 

678,353 

586.583 

29,981 

171 

114 

50 

73 

Georgia-Pacific  (Dec) 

2,403,870 

2.358.610 

2,539,352 

148,020 

126 

81 

39 

32 

Getty  Oil  (Dec) 

3,239,863 

2,983,582 

3,036,364 

256,68« 

■ 

367 

■ 

■ 

Giant  Food  (Feb) 

175,430 

832,624 

46.116 

11.259 

249 

■ 

■ 

■ 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

1,821,618 

136,925 

42.542 

10.140 

449 

220 

121 

184 

Gillette  (Dec) 

1,025,932 

1,406,906 

1.003.853 

79,954 

98 

■ 

■ 

■ 

Girard  (Dec) 

3,661.477 

251,692 

81.928 

16,393    .1 

■    Not  on 
All  p«r-sha 
tt  Figures 

500  list.                                                                                                                             8)  Formerly  First  Union,  Inc. 
re  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1976.                          9)  Formerly  General  American  Transportation, 
include  unconsolidated  subsidiaries. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

A 

1975 

' 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

(k)rporate 

Employees 

Remuneration! 

Among  820 

($000) 

Items 

Dividends 

(Dec  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

(Hhers 

3,181 

1.40 

0.40 

8% 

Dallas,  Texas 

0.7 

John  L  Ingle 

100,000 

748 

7,985 

3.80 

1.80 

28 

Tulsa,  Okia 

1.0 

John  L  Robertson 

91,125 

775 

20,919 

5.86 

2.60 

32»/2 

St  Louis,  Mo 

2.6 

Edwin  S  Jones 

166,343 

516 

11,508 

1.22 

0.92 

83/4 

Charlotte,  NC 

3.7 

C  Clifford  Cameron 

120,415 

684 

9,501 

2.77 

0.52 

i2y2 

Fort  Worth,  Texas 

1.0 

Paul  W  Mason 

139,000 

606 

7,495 

0.59 

0.45 

478 

Falls  Church,  Va 

2.5 

Ralph  A  Beeton 

100,000 

748 

17,291 

2.77 

1.76 

175/8 

Milwaukee,  Wise 

4.3 

George  F  Kasten 

136,000 

621 

15,743 

3.18 

1.10 

223/4 

New  York,  NY 

12.5 

Allen  D  Fischbach 

191,819 

453 

25,883 

1.99 

0.40 

10»/2 

Bedford  Heights,  Ohio 

19.4 

John  Fazio 

251,250 

289 

-336 

-0.44 

0.60 

5 

Miami  Beach,  Fla 

2.7 

Philip  F  Searle 

94,231 

769 

16,969 

1.90 

0.75 

135/8 

Oklahoma  City,  OkIa 

6.8 

Richard  D  Harrison 

242,395 

314 

10,933 

0.93 

0.30 

m 

Jacksonville,  Fla 

2.3 

John  H  Maniy 

50,930 

816 

99,869 

4.02 

1.99 

293/8 

St  Petersburg,  Fla 

3.4 

Andrew  H  Hines  Jr 

88,041 

784 

227,543 

3.48 

1.44 

2678 

Miami,  Fla 

9.9 

Marshall  McDonald 

222,198 

371 

85,260 

2.87 

0.35 

36»/2 

Los  Angeles,  Calif 

16.6 

J  Robert  Fluor 

514,644 

26 

180,290 

3.24 

0.94 

201/8 

Chicago,  III 

46.6 

Robert  H  Malott 

374,112 

101 

14,284 

-0.48 

0.20 

4>/2 

Philadelphia,  Pa 

30.0 

Jack  M  Friedland 

125,000 

661 

,246,600 

2.44 

2.60 

44 

Dearborn,  Mich 

416.1 

Henry  Ford  II 

350,436 

121 

45,771 

2.70 

0.89 

14 

San  Francisco,  Calif 

16.7 

William  W  Morison 

259,287 

269 

41,602 

2.75 

0.46 

2m 

Green  Bay,  Wise 

2.7 

Paul  J  Schierl 

117,080 

701 

20,545 

3.67 

1.03 

203/4 

Livingston,  NJ 

16.6 

Frank  A  Lee 

197,956 

436 

44,509 

2.05 

0.82 

173/4 

Springfield,  III 

1.2 

#George  E  Hatmaker 

129,015 

649 

50,096 

2.23 

1.60 

215/8 

New  York,  NY 

3.5 

Paul  W  Douglas 

157,083 

542 

'  76,768 

2.11 

1.80 

1878 

Detroit,  Mich 

21.2 

Robert  D  Rowan 

375.000 

99 

55,972 

2.06 

0.52 

103/4 

New  York,  NY 

20.2 

Jesse  Werner 

340,000 

135 

33,762 

4.82 

1.40 

215/8 

Minneapolis,  Minn 

19.0 

Bertin  C  Gamble 

175,000 

494 

49,790 

1.82 

0.52 

331/2 

Rochester,  NY 

13.5 

Allen  H  Neuharth 

267,000 

260 

44,717 

1.74 

0.76 

233/4 

Dallas,  Texas 

11.1 

Lynn  L  Leigh 

180,000 

482 

102,846 

3.50 

1.80 

261/2 

Chicago,  III 

11.8 

Thomas  M  Thompson 

258,908 

271 

36,220 

3.49 

0.78 

361/4 

Dallas,  Texas 

1.6 

Algur  H  Meadows 

NA 

- 

140,794 

7.62 

none 

375/8 

St  Louis,  Mo 

63.8 

David  S  Lewis 

410,872 

65 

999,400 

3.17 

1.60 

461/a 

Fairfield,  Conn 

375.0 

Reginald  H  Jones 

500,000 

27 

154,990 

2.00 

1.40 

275/8 

White  Plains,  NY 

48.0 

James  L  Ferguson 

268,623 

257 

11,716 

2.47 

0.45 

101/2 

New  York,  NY 

9.2 

Harris  J  Ashton 

201,182 

421 

118,000 

1.60 

0.62 

2978 

Minneapolis,  Minn 

48.0 

James  P  McFarland 

360,089 

108 

339,277 

4.32 

2.40 

575/8 

Detroit,  Mich 

681.0 

Thomas  A  Murphy 

590,000 

13 

204,952 

2.00 

1.68 

17 

New  York,  NY 

10.3 

William  G  Kuhns 

194,500 

445 

36,121 

6.64 

0.40 

153 

Greenwich,  Conn 

0.8 

Harold  J  Hudson  Jr 

149,600 

585 

34,236 

3.18 

0.76 

341/4 

New  York,  NY 

14.4 

Nathan  R  Owen 

25^,923 

274 

321,766 

2.88 

1.80 

253/8 

Stamford,  Conn 

187.2 

Leslie  H  Warner 

335,000 

142 

111,587 

2.82 

1.07 

1778 

Akron,  Ohio 

39.3 

Michael  G  O'Neil 

223,660 

366 

3,353 

-1.41 

none 

53/8 

Nashville,  Tenn 

48.0 

Franklin  M  Jarman 

155,000 

545 

33,754 

1.86 

0.62 

363/8 

Atlanta,  Ga 

8.8 

Wilton  D  Looney 

150,000 

571 

«1,780 

2.40 

0.76 

41 3^ 

Portland,  Ore 

33.5 

Robert  B  Pamplin 

287,340 

217 

>45,689 

13.71 

2.50 

163 

Los  Angeles,  Calif 

11.5 

J  Paul  Getty 

275,000 

239 

20,678 

3.38   . 

0.73 

14 

Washington,  DC 

12.0 

Joseph  B  Danzansky 

149,350 

586 

11,759 

2.35 

none 

978 

Beverly  Hills,  Calif 

0.8 

Herbert  J  Young 

128,650 

652 

18,459 

2.66 

1.50 

333/8 

Boston,  Mass 

33.5 

Colman  M  Mockler  Jr 

225,582 

354 

19,985 

6.65 

3.24 

331/4 

Bala  Cynwyd,  Pa 

3.5 

William  B  Eagleson  Jr 

136,646 

617 

laiy,  bonw 

t,  director's  fees. 

tnd  deferred  compensatU 

in;  excludes  stock  options. 
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The  Dimensions  of  American  Business; 


WHERE  THEY  RANK: 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net    '    H 

MptSft^'  h  i'-;^r!>}':-^TJ*^^<^I-M-mTA 

Net  Profits     - 

Assets 

Sales 

Value 

Profits      fl 

^K            Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

259 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

1,778,881 

92.065 

53,061 

10,556 

292 

150 

458 

■ 

B  F  Goodrich  (Dec) 

1,596,825 

1.901,202 

257,454 

25,555 

83 

31 

73 

65 

Goodyear  Tire  &  Rubber  (Dec) 

4,173,675 

5,452.473 

1.558.279 

161,613 

■ 

394 

480 

391 

Gould  (June) 

641,657 

772.867 

240,945 

37,062 

■ 

454 

■ 

■ 

Government  Employees  insurance  (Dec) 

885,650 

636.880 

203,976 

-124,174 

162 

63 

168 

60 

W  R  Grace  (Dec) 

2,523,803 

3,529,163 

766,262 

166,678 

■ 

■ 

371 

■ 

WW  Grainger  (Dec) 

183,240 

327.705 

350.900 

19,543 

■ 

195 

■ 

■ 

*Grand  Union  (Mar) 

335,808 

1,562,736 

86,926 

9,504 

451 

23 

448 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

1,020,708 

6,874,611 

264,339 

-157,071 

■ 

449 

403 

351 

Great  Northern  Nekoosa  (Dec) 

697,473 

647,117 

309,481 

42,472 

57 

■ 

■ 

■ 

Great  Western  Financial  (Dec) 

5,365,062 

403,361 

203,026 

22.883 

■ 

■ 

■ 

275 

Great  Western  United  (May) 

330,979 

508,445 

61,891 

53.456 

333 

56 

244 

181 

Greyhound  (Dec) 

1,427,964 

3,733,291 

570.399 

81,220 

■ 

235 

■ 

■ 

Grumman  (Dec) 

522,104 

1,328,622 

102,247 

23,547 

119 

95 

202 

80 

Gulf  &  Western  Industries  (July) 

3,305,705 

2,602,147 

673.560 

140,055 

477 

■ 

■ 

■ 

Gulf  Ufe  Holding  (Dec) 

942,690 

277.292 

138,226 

22,940 

25 

10 

28 

9 

Gulf  Oil  (Dec) 

12,425.000 

14.268.000 

3,991,555 

700.000 

■ 

■ 

■ 

478 

Gulf  Resources  &  (^emical  (Dec) 

277.331 

296,436 

97,484 

28,661 

332 

■ 

347 

284 

Gulf  States  Utilities  (Dec) 

1.432,007 

365,265 

388,953 

51,427 

209 

53 

42 

42 

Halliburton  (Dec) 

2.092.073 

4,209,602 

2,849.535 

222,512 

■ 

■ 

337 

307 

Hanna  Mining  (Dec) 

384,967 

331,644 

395,590 

47.350 

82 

■ 

■ 

462 

Harris  Bankcorp  (Dec) 

4.196,776 

282,546 

161,147 

30,174 

■ 

■ 

■ 

403 

Harsco  (Dec) 

357,770 

521,558 

163,258 

35.647 

211 

■ 

■ 

■ 

Hartford  National  (Dec) 

2,064,546 

118.874 

41,985 

-20,859 

401 

■ 

■ 

■ 

Hawaii  Bancorporation  (Dec) 

1,166.745 

90,803 

70,757 

11,573 

407 

180 

171 

220 

H  J  Heinz  (Apr) 

1,144,252 

1.662,701 

753.116 

66,567 

118 

■ 

410 

457 

Walter  E  Heller  international  (Dec) 

3,327,580 

324.689 

301.315 

30,387 

359 

218 

104 

431 

Hercules  (Dec) 

1,316,252 

1.413.111 

1.160.335 

32,459 

493 

■ 

■ 

■ 

Heritage  Bancorp  (Dec) 

915.468 

65,363 

40,057 

7.105 

■ 

496 

474 

427 

Hershey  Foods  (Dec) 

298.388 

556,328 

242,572 

32,962 

■ 

274 

124 

240 

Heublein  (June) 

742,923 

1,124,204 

987,968 

61,496 

■ 

316 

48 

174 

Hewlett-Packard  (Oct) 

767.708 

981,167 

2,612,925 

83,582      1 

■ 

■ 

■ 

353 

Hilton  Hotels  (Dec) 

410,241 

351,121 

207,024 

42.381 

■ 

■ 

468 

■ 

Hobart  (Dec) 

298,020 

393,819 

247,385 

19.293 

■ 

■ 

■ 

483 

Hoemer  Waldorf  (Oct) 

348,375 

441,157 

213,240 

28.245 

486 

342 

320 

356 

Holiday  Inns  (Dec) 

929,688 

916,973 

424,019 

41,894      B 

■ 

■ 

■ 

466 

Holly  Sugar  (Mar) 

160,725 

275.159 

50,794 

29.928 

■ 

■ 

331 

■ 

Homestake  Mining  (Dec) 

153.424 

116,339 

402.286 

24,230      ! 

158 

89 

203 

192 

Honeywell  (Dec) 

2,573,914 

2,760,068 

663.996 

76,477     1! 

■ 

471 

■ 

■ 

Hoover  (Dec) 

391,489 

593,747 

135.187 

11,903 

■ 

312 

■ 

■ 

George  A  Hormel  (Oct) 

224,488 

995,593 

85.253 

13,366 

97 

77 

200 

114 

ffHousehold  Finance  (Dec) 

3,666,219 

3,077.133 

677,856 

112,050 

220 

455 

250 

209 

Houston  Lighting  &  Power  (Dec) 

2,003,465 

634,153 

561,141 

70,893 

■ 

372 

150 

212 

Houston  Natural  Gas  (July) 

807,638 

819,748 

833,089 

69,649 

■ 

■ 

390 

■ 

Howard  Johnson  (Dec) 

247.196 

417,513 

317,913 

24,334 

■ 

■ 

315 

341 

Hughes  Tool  (Dec) 

377.510 

347,983 

435,696 

43,422 

325 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

1,466,003 

106.077 

48.780 

8.842 

182 

201 

■ 

299 

*o|C  industries  (Dec) 

2,242.704 

1.504,835 

207.963 

48,600 

432 

■ 

■ 

■ 

Idaho  First  National  Bank  (D«c) 

1.084,551 

76,792 

78.463 

11.350 

■  Not  on  500  list.                                                                                                                      *  Data  arc  for  fiscal  year  anded  3/1/75;  last  fiscal  yaar  andad  4/3/76 
All  par-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976.                          10)  Formerly  Illinois  Central  Industries, 
tt  Figures  Include  unconsolidated  subsidiaries. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

1975 

~^ 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

($000) 

Items       1 

Dividends 

(Dec.  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

11,542 

2.22 

0.13 

llVz 

Oakland,  Calif 

0.9 

Herbert  M  Sandler 

109,631 

727 

99,639 

1.65 

1.12 

18 

Akron,  Ohio 

44.9 

0  Pendleton  Thomas 

313,766 

170 

343,179 

2.24 

1.10 

213/4 

Akron,  Ohio 

148.2 

Charles  J  Pilliod 

452,589 

42 

55,494 

3.84 

1.20 

27V« 

Rolling  Meadows,  III 

20.7 

William  TYIvisaker 

311,147 

177 

-120,177 

-7.00 

0.20 

nVi 

Washington,  DC 

7.8 

Norman  L  Gidden 

103,209 

739 

272,810 

5.31 

1.63 

241/2 

New  York,  NY 

60.2 

J  Peter  Grace 

440,000 

48 

24,134 

1.44 

0.30 

25 

Chicago,  III 

3.8 

David  W  Grainger 

138,455 

609 

28,142 

1.51 

0.80 

14 

Elmwood  Park,  NJ 

22.0 

James  Wood 

150,000 

571 

-105,451 

-6.31 

none 

105/8 

Montvale,  NJ 

92.9 

Jonathan  L  Scott 

275,000 

239 

78,318 

6.20 

1.80 

42% 

Stamford,  Conn 

12.2 

Samuel  A  Casey 

339,200 

137 

28,053 

1.53 

0.44 

13% 

Beverly  Hills,  Calif 

1.6 

Stuart  Davis 

174,250 

499 

59,861 

23.23 

2.93 

291/2 

Denver,  Colo 

2.9 

W  Herbert  Hunt 

0 

821 

128,845 

1.87 

1.04 

131/8 

Phoenix,  Ariz 

53.4 

Gerald  H  Trautman 

381,443 

91 

39,656 

3.08 

0.55 

13% 

Bethpage,  NY 

28.0 

John  C  Bierwirth 

135,000 

624 

210,072 

4.08 

0.59 

20 

New  York,  NY 

103.9 

Charles  G  Bluhdorn 

593,060 

12 

24,494 

1.27 

0.52 

7% 

Jacksonville,  Fla 

5.5 

E  Grant  Pitts 

250,000 

294 

,328,000 

3.60 

1.70 

201/2 

Pittsburgh,  Pa 

52.1 

#BobRDorsey 

370.800 

104 

40,622 

3.91 

1.00 

141/4 

Houston,  Texas 

4.3 

Robert  H  Allen 

253,166 

285 

101,487 

1.62 

1.12 

13% 

Beamont,  Texas 

3.0 

Floyd  R  Smith 

120,140 

687 

349,547 

3.84 

0.44 

483/4 

Dallas,  Texas 

85.3 

John  P  Harbin 

1,593,429 

1 

56,676 

5.36 

1.41 

443/4 

Cleveland,  Ohio 

4.2 

James  N  Purse 

207,917 

407 

33,796 

4.96 

1.38 

261/2 

Chicago,  III 

3.2 

William  F  Murray 

322,413 

155 

,  59,099 

3.67 

0.95 

16% 

Harrisburg,  Pa 

13.4 

Joseph  T  Simpson 

164,583 

522 

-19,251 

-7.45 

1.80 

15 

Hartford,  Conn 

2.2 

Robert  L  Newell 

65,650 

809 

13,286 

1.76 

0.74 

103/4 

Honolulu,  Haw 

2.1 

Clifton  D  Terry 

141,695 

601 

91,657 

4.40 

1.24 

493/4 

Pittsburgh,  Pa 

31.4 

R  Burt  Gookin 

553,798 

19 

34,786 

2.64 

0.84 

26% 

Chicago,  III 

4.8 

Franklin  A  Cole 

180,669 

478 

118,041 

0.77 

0.80 

271/2 

Wilmington,  Del 

23.5 

Werner  C  Brown 

185,500 

466 

8,128 

1.82 

1.08 

101/4 

Cherry  Hill,  NJ 

1.3 

William  H  Bell  Jr 

118,620 

697 

41,217 

2.53 

0.85 

18% 

Hershey,  Pa 

7.2 

#Harold  S  Mohler 

249,300 

298 

81,532 

2.90 

1.10 

463/4 

Farmington,  Conn 

25.9 

Hicks  B  Waldron 

351,341 

118 

118,910 

3.02 

0.25 

941/2 

Palo  Alto,  Calif 

30.2 

William  R  Hewlett 

188,445 

458 

61,547 

2.87 

0.55 

1578 

Beverly  Hills,  Calif 

24.0 

Barron  Hilton 

158,433 

539 

25,911 

1.70 

0.80 

213/4 

Troy,  Ohio 

11.5 

David  B  Meeker 

136,668 

615 

46,482 

1.99 

0.72 

15 

St  Paul,  Minn 

8.3 

#JohnF  Allen 

147,173 

589 

101,308 

1.37 

0.34 

14% 

Memphis,  Tenn 

38.8 

Kemmons  Wilson 

117,730 

698 

33,727 

19.17 

4.00 

321/4 

Colorado  Springs,  Colo 

1.4 

John  B  Bunker 

94,750 

767 

27,589 

2.14 

1.25 

351/2 

San  Francisco,  Calif 

2.1 

Paul C  Henshaw 

111,100 

721 

m.223 

3.89 

1.40 

33% 

Minneapolis,  Minn 

83.1 

Edson  W  Spencer 

298,400 

199 

25,154 

0.90 

0.74 

IOV4 

North  Canton,  Ohio 

23.7 

Merle  R  Rawson 

280,660 

228 

22,506 

2.78 

0.92 

173/4 

Austin,  Minn 

8.7 

IraJHolton 

220,875 

377 

179,941 

2.42 

1.03 

16 

Chicago,  III 

64.0 

Gilbert  R  Ellis 

295,818 

202 

.22,717 

2.92 

1.56 

23% 

Houston,  Texas 

6.2 

John  G  Reese 

134,000 

628 

08,880 

2.01 

0.45 

24% 

Houston,  Texas 

7.4 

Robert  R  Herring 

225,458 

355 

40,711 

1.11 

0.22 

141/2 

Braintree,  Mass 

24.7 

Howard  B  Johnson 

150,000 

571 

55,500 

3.41    . 

0.33 

42% 

Houston,  Texas 

8.3 

Raymond  M  Holliday 

374,905 

100 

10.699 

3.62 

1.72 

20 

Columbus,  Ohio 

2.2 

Arthur  D  Herrmann 

120,363 

686 

95,806 

2.65 

1.30 

16% 

Chicago,  III 

39.9 

William  B  Johnson 

345,067 

129 

12,599 

4.48 

1.13 

30% 

Boise,  Idaho 

1.6 

Thomas  C  Fiye 

113,778 

708 

•ry,  bonus 

,  director's  fees, 

and  deferred  compensati 

on;  excludes  stock  options. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

mto) 

(WOO) 

($000) 

($000) 

■ 

■ 

■ 

480 

Ideal  Base  Industries  (Dec) 

356,312 

268,629 

164,062 

28,451 

376 

■ 

267 

261 

Illinois  Power  (Dec) 

1,270,259 

408,951 

532,058 

56,722 

■ 

■ 

465 

■ 

Illinois  Tool  Worlts  (Dec) 

176,616< 

199,420 

250,454 

14,986 

96 

■ 

■ 

474 

Imperial  Corp  of  America  (Dec) 

3,678,706 

258,613 

140,107 

28,980 

80 

112 

158 

267 

INA(Dec) 

4,307,979 

2,380,393 

799,480 

55,407 

230 

■ 

■ 

■ 

Indiana  Natiomil  Corp  (Dec) 

1,941,597 

149,475 

53,148 

1,344 

199 

■ 

■ 

■ 

Industrial  National  Corp  (Dec) 

2,134,320 

189,392 

75.450 

11,947 

467 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

980,618 

81,144 

38,448 

7,314 

276 

173 

95 

103 

Ingersoil-Rand  (Dec) 

1,673,154 

1,708,298 

1,249,220 

119,177 

■ 

■ 

-  ■ 

470 

Inland  Container  (Dec) 

258,982 

335,171 

170,752 

29,469 

240 

136 

179 

176 

inland  Steel  (Dec) 

1,866,543 

2.107,418 

739,124 

83,350 

■ 

■ 

291 

■ 

Intel  (Dec) 

102,719 

136,788 

475,600 

16,274 

■ 

227 

272 

216 

Interco  (Feb) 

700,122 

1,376,365 

516,150 

67,009 

■ 

453 

■ 

419 

Interiake  (Dec) 

480,113 

640,831 

138,503 

34,375 

18 

9 

1 

3 

International  Bu^ness  Madiines  (Dec) 

15,530,476 

14,436,541 

33,602,741 

1,989,877 

■ 

■ 

144 

■ 

International  Flavors  &  Fragrances  (Dec) 

230,141 

219.091 

879,600 

24,129 

107 

35 

219 

207 

Intwnational  Harvester  (Oct) 

3,510,340 

5.246,040 

624,128 

71,303 

429 

239 

213 

64 

International  Minerals  &  Chemical  (June) 

1,087,500 

1,302.900 

641,963 

161,800 

■ 

377 

■ 

■ 

International  Multifoods  (Feb) 

300,346 

800.834 

87,958 

16,380 

117 

76 

49 

45 

International  Paper  (Dec) 

3,341,039 

3,080,770 

2,555,438 

218,000 

17 

11 

56 

19 

tflnternational  Telephone  &  Telegraph  (Dec) 

16,233,809 

13,967.033 

2,122,290 

370,654 

262 

■ 

■ 

■ 

Investors  DhwrsHied  Services  (Dec) 

1,749,381 

288,943 

66,878 

10,965 

■ 

159 

■ 

■ 

Iowa  Beef  Processors  (Oct) 

229,684 

1,805,340 

68,780 

23,237 

204 

169 

424 

178 

lU  International  (Dec) 

2,109,337 

1,726,969 

279,952 

82,181 

207 

■ 

205 

252 

Jefferson-Pilot  (Dec) 

2,098,465 

476,164 

661,898 

58,620 

■ 

88 

496 

477 

Jewel  Companies  (Jan) 

769,851 

2,817,754 

229,800 

28,692 

363 

258 

275 

211 

Jim  Walter  (Aug) 

1,309,174 

1,205,008 

513,587 

69,961 

433 

278 

313 

384 

Johns-Manvtile  (Dec) 

1,077,380 

1,112,232 

438,077 

38,413 

302 

127 

16 

55 

Johnson  &  Johnson  (Dec) 

1,551,504 

2,224,680 

5,208,641 

183,818 

■ 

498 

340 

382 

Joy  Manufacturing  (Sept) 

425,027 

555,299 

394,441 

38,500 

206 

191 

266 

151 

Kaiser  Aluminum  &  Chemical  (Dec) 

2,101,760 

1,578,125 

534,798 

94,705 

368 

305 

492 

191 

Kaiser  Industries  (Dec) 

1,292,903 

1,016,212 

233,980 

76,663 

■ 

445 

■ 

■ 

Kane-Miller  (Dec) 

176,455 

657,504 

35,968 

10,190 

■ 

257 

72 

127 

Kellogg  (Dec) 

680,446 

1,213,620 

1,583,088 

103,026 

184 

397 

118 

■ 

Kennecott  Copper  (Dec) 

2,221,831 

768,554 

1,021,993 

21,741 

342 

161 

63 

92 

Kerr-McGee  (Dec) 

1,387,882 

1,798,580 

1,812,872 

131,080       1 

■ 

■ 

■ 

492 

Kewanee  Industries  (Dec) 

357,146 

357,420 

124,280 

27,719 

■ 

266 

■ 

345 

Walter  Kidde  (Dec) 

854,887 

1,155,876 

173,538 

43,181       ' 

364 

206 

149 

128 

Kimberiy-Clarii  (Dec) 

1,305,243 

1,483,738 

854,768 

102,544 

■ 

473 

302 

429 

Knight-Ridder  Newspapers  (Dec) 

480,506 

593,317 

456,359 

32,748 

■ 

288 

316 

245 

Koppers  (Dec) 

679,715 

1,075,464 

433,362 

60,325 

277 

44 

100 

82 

Kraftco  (Dec) 

1,671,172 

4,857,378 

1,180,820 

139,551 

174 

22 

26 

49 

S  S  Kresge  (Jan) 

2,377,541 

6,883,613 

4,040,837 

200,832 

431 

34 

470 

416 

Kroger  (Dec) 

1,084,740 

5,339,225 

246,174 

34,441 

482 

■ 

■ 

■ 

Landmark  Banking  Corp  of  Florida  (Dec) 

937.369 

68,653 

43,086 

6,633 

■ 

452 

■ 

■ 

Lear  Siegler  (June) 

376,605 

642,456 

73,404 

19,324 

■ 

306 

310 

227 

Levi  Strauss  (Nov) 

496,276 

1,015,215 

438,886 

64,742 

■ 

428 

472 

437 

Libbey-Owens-Ford  (Dec) 

573,065 

684,105 

245,835 

31,895 

491 

■ 

■ 

■ 

Uberty  National  Corp  (Dec) 

919,679 

56,472 

23,128 

4,630 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976. 

tt  Figuras  include  unconsolidated  subsidiaries. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 


Earnings 

'-" 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Headquarters 

(thousands) 

Remunerationt 

Among  820 

($000) 

Items 

Dividends 

(Dec  31) 

Corporate 

Employees 

Chief  Executive 

(» 

Others 

41,979 

2.20 

LOO 

isy* 

Denver,  Colorado 

3.9 

John  A  Love 

124,300 

672 

101,532 

2.71 

2.20 

263/4 

Decatur,  III 

3.4 

Wendell  J  Kelley 

117,500 

699 

26,998 

1.29 

0.50 

21% 

Chicago,  III 

6.2 

Silas  SCathcart 

154,250 

549 

31,154 

2.06 

0.20 

10V4 

San  Diego,  Calif 

1.2 

VLViskas 

150,329 

570 

70,061 

2.42 

2.10 

35»/8 

Philadelphia,  Pa 

20.8 

Ralphs  Saul 

179,820 

485 

4,401 

0.27 

0.96 

103/4 

Indianapolis,  Ind 

2.3 

#J  Fred  Risk 

120,000 

688 

16,379 

1.91 

1.20 

12»/2 

Providence,  Rl 

3.0 

John  J  Cummings  Jr 

178,398 

488 

8,966 

3.42 

1.80 

18 

Jenkintown,  Pa 

1.6 

Richard  W  Havens 

156,700 

543 

167,666 

6.42 

2.48 

70 

Woodcliff  Lake,  NJ 

45.3 

William  LWearly 

461,000 

38 

36,948 

6.94 

1.50 

42% 

Indianapolis,  Ind 

4.6 

Heniy  0  Goodrich 

210,939 

401 

172,854 

4.43 

2.40 

403/4 

Chicago,  III 

32.6 

Frederick  G  Jaicks 

271,298 

250 

21,155 

1.57 

none 

483/8 

Santa  Clara,  Calif 

4.6 

Gordon  E  Moore 

100,000 

748 

81,373 

4.95 

1.46 

383/4 

St  Louis,  Mo 

43.8 

Maurice  R  Chambers 

235,687 

323 

53,662 

6.35 

1.50 

25% 

Chicago,  III 

10.5 

Reynold  C  MacDonald 

284,580 

223 

,669,877 

13.35 

6.50 

2241/4 

Armonk,  NY 

288.6 

Frank  T  Caiy 

537,532 

21 

30,189 

0.66 

0.30 

24 

New  York,  NY 

2.9 

HeniyG  Walter  Jr 

246,051 

302 

158,305 

2.48 

1.70 

22% 

Chicago,  III 

104.2 

Brooks  McCormick 

292,858 

206 

194,751 

9.91 

1.64 

371/2 

Libertyville,  III 

10.5 

Richard  A  Lenon 

525,458 

23 

22,193 

4.38 

1.36 

24% 

Minneapolis,  Minn 

7.4 

William  G  Phillips 

290,336 

210 

410,500 

4.93 

2.00 

573/4 

New  York,  NY 

50.8 

J  Stanford  Smith 

618,756 

11 

679,768 

2.98 

1.52 

221/2 

New  York,  NY 

376.0 

Harold  S  Geneen 

781,585 

4 

17,690 

1.52 

0.90 

Wa 

Minneapolis,  Minn 

3.1 

Charies  R  Orem 

167,031 

514 

,  29,194 

8.05 

none 

233/4 

Dakota  City,  Neb 

6.6 

John  F  Haigler 

137,300 

613 

155.618 

2.50 

0.85 

9% 

Philadelphia,  Pa 

34.6 

John  M  Seabrook 

436,768 

51 

60,483 

2.44 

0.69 

271/2 

Greensboro,  NC 

5.2 

W  Roger  Soles 

152,000 

558 

71,136 

2.50 

1.20 

20 

Chicago,  III 

35.0 

Donald  S  Perkins 

290,065 

212 

99,048 

4.05 

0.90 

37% 

Tampa,  Fla 

23.1 

James  W  Walter 

382,716 

89 

71,196 

2.04 

1.20 

231/4 

Denver,  Colo 

24.0 

W  Richard  Goodwin 

278,248 

233 

252,423 

3.18 

0.85 

893/4 

New  Brunswick,  NJ 

53.8 

Richard  B  Sellars 

565,577 

17 

47,721 

3.51 

0.81 

323/4 

-      Pittsburgh,  Pa 

12.5 

James  WWilcock 

219,037 

385 

149,046 

4.78 

1.20 

273/4 

Oakland.  Calif 

23.3 

Cornell  C  Maier 

312,000 

175 

118,762 

2.72 

0.26 

81/2 

Oakland,  Calif 

21.7 

William  R  Roesch 

450,000 

44 

16,524 

3.90 

0.21 

14% 

Tarrytown,  NY 

5.1 

Daniel  Kane 

280,917 

226 

122,736 

1.40 

0.73 

211/2 

Battle  Creek,  Mich 

17.0 

Joe  E  Lonning 

253,374 

283 

70,777 

0.66 

1.65 

30% 

New  York,  NY 

17.1 

Frank  R  Milliken 

339,750 

136 

190,409 

5.15 

1.00 

701/4 

Oklahoma  City,  Okia 

10.3 

Dean  A  McGee 

379,596 

94 

42,573 

2.90 

0.48 

13 

Bryn  Mawr,  Pa 

5.2 

#Wm  Wikoff  Smith 

197,328 

439 

59,880 

4.19 

0.85 

18 

Clifton,  NJ 

35.0 

Fred  R  Sullivan 

384,000 

86 

150,449 

4.41 

1.60 

363/4 

Neenah,  Wise 

27.8 

Darwin  E  Smith 

206,858 

409 

47,201 

2.oi 

0.54 

291/4 

Miami,  Fla 

13.9 

#Lee  Hills 

200,000 

426 

90,591 

4.98 

1.30 

353/4 

Pittsburgh,  Pa 

17.5 

Fletcher  L  Byrom 

354,620 

114 

191,927 

5.01 

1.92 

421/2 

Glenview,  III 

48.4 

William  0  Beers 

407,175 

68 

252,601 

1.64 

0.24 

331/2 

Troy.  Mich 

155.0 

Robert  E  Dewar 

330,000 

148 

83,990 

2.55 

1.36 

181/4 

Cincinnati,  Ohio 

57.0 

James  P  Herring 

200,000 

426 

7,946 

0.95 

0.48 

6 

Fort  Lauderdale,  Fla 

1.4 

Fred  R  Miilsaps 

133,000 

632 

29,812 

1.24  . 

0.30 

6 

Santa  Monica,  Calif 

17.1 

Robert  T  Campion 

250,000 

294 

75,432 

5.90 

0.52 

401/4 

San  Francisco,  Calif 

29.7 

#WalterAHaasJr 

286,961 

219 

63,780 

2.43 

1.08 

221/2 

Toledo,  Ohio 

18.3 

Robert  G  Wingerter 

205,200 

412 

5,235 

5.57 

1.60 

28 

Oklahoma  City,  OkIa 

0.7 

John  W  McLean 

86,472 

788 

■ry,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 


#  New  CEO  in  1976. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

A 

1975 

Assets 

Sales 

Market  Value 
of  (Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

327 

■ 

312 

355 

Liberty  National  Life  Insurance  (Dec) 

1,459,242 

286,869 

438.680 

42.060 

■ 

432 

479 

398 

*^Uggetteroup(Dec) 

642,200 

678,589 

241,104 

36,185 

330 

254 

31 

56 

En  Ully  (Dec) 

1,433,897  < 

1,233,741 

3,577,219 

181,273 

155 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

2,638,479 

191.257 

56.298 

12,209 

68 

216 

257 

262 

Uncoln  National  Corp  (Dec) 

4.715,730 

1,431,171 

552,154 

56,669 

193 

65 

■ 

408 

Litton  industries  (Ju^) 

2,185,731 

3,432,592 

222,152 

35,280 

297 

66 

■ 

324 

Lockheed  Aircraft  (Dec) 

1,573,400 

3,387,200 

86,612 

45,300 

55 

100 

432 

234 

Loews  (Dec) 

5,799,218 

2,511,996 

276,122 

62,452 

■ 

463 

■ 

■ 

Lone  Star  Industries  (Dec) 

548,791 

611,462 

154,854 

19,314 

236 

436 

277 

166 

Long  Island  Lighting  (Dec) 

1,902,621 

671,527 

509,159 

87,280 

■ 

■ 

366 

■ 

Longs  Drug  Stores  (Jan) 

99,891 

410,736 

360,310 

14,695 

■ 

■ 

154 

161 

Loui<jana  Land  &  Exploration  (Dec) 

577,610 

291,162 

811,027 

87,732 

m 

■ 

389 

■ 

Louisiana-Pacific  (Dec) 

549,690 

386,700 

320,240 

16,710 

m 

-    ■ 

339 

■ 

Lowe's  Companies  (Juhr) 

154,363 

340,882 

394.986 

10,492 

226 

52 

■ 

■ 

LTV  (Dec) 

1,962,813 

4,312,463 

99.124 

13,142 

■ 

■ 

157 

313 

Lubrizol  (Dec) 

305,381 

425,641 

801.793 

46,892 

■ 

74 

227 

303 

Ltidgf  Stores  (Jan) 

590,205 

3,109,405 

609.207 

47,940 

286 

200 

■ 

259 

"Lykes  (Dec) 

1,630,454 

1,517,839 

111.624 

56,890 

■ 

240 

451 

499 

R  H  Macy  (July) 

777,174 

1,297,672 

262,245 

27,135 

■ 

■ 

358 

■ 

Mallinckrodt  (Dec) 

196,432 

224,231 

371,273 

18.539 

■ 

351 

■ 

■ 

Maione  &  Hyde  (June) 

124,617 

887,176 

141,568 

12,200 

7 

155 

147 

78 

Manufacturers  Hanover  Corp  ((tec) 

28,290,519 

1,857,694 

861,039 

142,445 

143 

■ 

■ 

■ 

Manufacturers  National  Corp  (Dec) 

2,821,628 

197,843 

74,096 

19,701 

■ 

■ 

199 

294 

Mapco  (Dec) 

434,191 

342,178 

682,149 

49,314 

219 

84 

96 

96 

Marathon  Oil  (Dec) 

2,005,425 

2,878,171 

1,241,953 

128,117 

104 

45 

140 

87 

Marcor  (Jan) 

3,535,914 

4,822,273 

901,911 

135,196 

417 

■ 

■ 

■ 

Marine  Corp  (Dec) 

1,120,989 

79,625 

28,008 

7,123 

29 

364 

■ 

■ 

Marine  Midland  Banks  (Dec) 

11,104,069 

851,029 

138,873 

15,012 

■ 

409 

265 

■ 

Marriott  (July) 

737,139 

732,396 

535,260 

21,818 

■ 

■ 

161 

380 

Marsh  &  McLennan  Companies  (Dec) 

209,853 

286,356 

794,297 

38,779 

355 

■ 

■ 

■ 

Marshall  I  ilsley  Corp  (Dec) 

1,335,221 

90,366 

48,662 

10,359 

■ 

480 

■ 

■ 

Marshall  Field  (Jan) 

356,364 

573.779 

211,637 

19,326 

408 

293 

350 

268 

Martin  Marietta  (Dec) 

1,139,040 

1,053.366 

383,240 

55.367 

175 

■ 

■ 

■ 

Maryland  National  (Dec) 

2,373,945 

178.306 

154,991 

20.485 

■ 

■ 

240 

424 

Masco  Corp  (Dec) 

292,802 

310.862 

585,258 

33,674 

■ 

■ 

401 

■ 

Masonite  (Aug) 

296,929 

288,085 

309,795 

1,880 

340 

142 

190 

219 

Mqr  Department  Stores  (Jan) 

1,393,645 

2,004,057 

709,327 

66,706 

■ 

292 

483 

■ 

Oscar  Mayer  (Oct) 

309,861 

1.054,643 

239,391 

26,951 

■ 

■ 

319 

■ 

Maytag  (Dec) 

134,063 

237,578 

424,498 

25,935 

■ 

421 

■ 

■ 

MBPXL  (Oct) 

99,381 

708.766 

17,709 

5,718 

410 

360 

245 

150 

ttMCA  (Dec) 

1,132,548 

859,458 

567,088 

95,513 

■ 

407 

232 

197 

J  Ray  McDermott  (Mar) 

849,502 

742,825 

605,585 

76,081 

435 

104 

52 

168 

McDonald's  (Dec) 

1,069,410 

2,478,000 

2,335,876 

86,881 

186 

68 

258 

171 

McDonnell  Douglas  (Dec) 

2,207,743 

3,255,668 

551,488 

85,650 

■ 

356 

363 

386 

McGraw-Edison  (Dec) 

559,793 

874,627 

365,670 

37.686 

■ 

■ 

412 

426 

McGraw-Hill  (Dec) 

453,720 

536,475 

300.339 

33,121 

■ 

448 

■ 

■ 

Arthur  6  McKee  (Dec) 

118,028 

650,866 

32,067 

6.504 

427 

253 

446 

279 

Mead  (Dec) 

1,091,215 

1,244.637 

264,917 

52.778 

34 

423 

285 

242 

Mellon  National  Corp  (Dec) 

9,018,446 

699.960 

494,850 

61,238 

■  Not  on  500  list.                                                                                                                      H)  Formorly  Liggett  &  My«r«. 
All  perthare  daU  adjusted  for  stock  splito  and  dividends  through  May  15.  1976.                          12)  Formerly  Lykes  Youngstown. 
ft  Figuret  Include  unconsolidated  aubsldiaries. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

A 

1975 

^ 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

($000) 

Items 

Dividends 

(Dec  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

43,734 

2.11 

0.60 

22 

Birmingham,  Ala 

4.3 

Frank  P  Samford  Jr 

132,960 

633 

49,708 

4.25 

2.50 

291/2 

Durham,  NC 

6.8 

Raymond  J  Mulligan 

317,676 

162 

212,257 

2.62 

1.10 

51% 

Indianapolis,  Ind 

23.5 

Richard  D  Wood 

285,110 

221 

16,356 

3.14 

1.88 

171/2 

Rochester,  NY 

3.3 

Alexander  D  Hargrave 

130,829 

643 

64,661 

2.38 

1.60 

26>/2 

Fort  Wayne,  Ind 

12.7 

Thomas  A  Watson 

192,429 

451 

111,482 

0.85 

none 

6% 

Beverly  Hills,  Calif 

97.0 

Charles  B  Thornton 

225,000 

357 

85.100 

3.86 

none 

7% 

Burbank,  Calif 

57.6 

#  Daniel  J  Haughton 

226,901 

351 

78,928 

4.83 

1.20 

213/8 

New  York,  NY 

26.2 

Laurence  A  Tisch 

224,075 

364 

40,995 

1.74 

1.00 

14 

Greenwich,  Conn 

12.9 

Robert  WHutton 

235,000 

326 

127,995 

2.31 

1.49 

15% 

Mineola,  NY 

5.4 

John  J  Tuohy 

150,000 

571 

16,409 

2.79 

0.77 

681/2 

Walnut  Creek,  Calif 

4.2 

Joseph  M  Long 

103,580 

738 

152,611 

2.42 

1.12 

223/8 

New  Orleans,  La 

0.3 

John  G  Phillips 

272,800 

247 

60,330 

0.64 

0.20 

12»/4 

Portland,  Ore 

8.3 

Hany  A  Merlo 

157,707 

540 

14,669 

1.21 

0.14 

451/2 

No  Wilkesboro,  NC 

3.6 

fPetro  Kulynych 

106,231 

732 

77,555 

1.02 

none 

10% 

Dallas,  Texas 

60.4 

W  Paul  Thayer 

377,841 

95 

58,491 

2.31 

1.00 

393/8 

Wickliffe,  Ohio 

3.6 

Thomas  W  Mastin 

170,825 

509 

73,106 

1.31 

0.63 

16% 

Dublin,  Calif 

42.0 

Wayne  H  Fisher 

393,643 

80 

129,709 

5.73 

1.00 

1378 

New  Orleans,  La 

29.3 

Joseph  T  Lykes  Jr 

218,910 

386 

50,727 

2.72 

1.10 

27% 

New  York,  NY 

38.0 

Donald  B  Smiley 

237,910 

320 

25,777 

2.06 

0.45 

403/4 

St  Louis,  Mo 

3.9 

Harold  E  Thayer 

262,000 

265 

16,995 

1.83 

0.47 

21% 

Memphis,  Tenn 

4.7 

Joseph  R  Hyde  III 

115,721 

704 

153,102 

4.80 

1.72 

29 

New  York,  NY 

17.7 

Gabriel  Hauge 

337,984 

140 

.    22,893 

6.26 

2.00 

23% 

Detroit,  Mich 

3.0 

Dean  E  Richardson 

166,856 

515 

70,174 

2.64 

0.70 

36% 

Tulsa,  Okia 

2.2 

Robert  E  Thomas 

354,851 

113 

253,749 

4.28 

1.80 

41% 

Findlay,  Ohio 

11.9 

Harold  D  Hoopman 

313,600 

171 

222,915 

3.60 

1.00 

28% 

Chicago,  III 

145.9 

Leo  H  Schoenhofen 

344,000 

130 

8,815 

5.83 

1.74 

24 

Milwaukee,  Wise 

1.8 

John  C  Geilfuss 

108,021 

729 

26,608 

1.19 

1.80 

11% 

Buffalo,  NY 

10.8 

Edward  W  Duffy 

171,811 

507 

52,455 

0.66 

none 

15% 

Washington,  DC 

46.2 

J  Willaid  Marriott  Jr 

174,457 

498 

43.005 

2.86 

1.65 

58% 

New  York,  NY 

7.7 

John  M  Regan  Jr 

367,946 

105 

12,033 

6.14 

1.98 

29 

Milwaukee,  Wise 

1.6 

John  A  Puelicher 

129,500 

646 

28,206 

2.13 

1.24 

23% 

Chicago,  III 

14.5 

Joseph  A  Burnham 

195,000 

443 

119,715 

2.35 

1.30 

16% 

Rockville,  Md 

21.7 

J  Donald  Rauth 

225,000 

357 

23,688 

2.86 

0.70 

213/4 

Baltimore,  Md 

3.7 

Robert  D  Harvey 

105,092 

734 

42,834 

1.32 

0.17 

23 

Taylor,  Mich 

4.9 

Richard  A  Manoogian 

275,000 

239 

20,165 

0.12 

0.54 

19 

Chicago,  III 

7.5 

Samuel  S  Greeley 

111,167 

720 

107,825 

4.41 

1.60 

47% 

St  Louis,  Mo 

59.0 

Stanley  J  Goodman 

342,171 

132 

39,283 

2.83 

0.94 

25% 

Madison,  Wise 

12.1 

PGoff  Beach 

371,599 

158 

30,302 

1.94 

1.40 

313/4 

Newton,  Iowa 

3.6 

Daniel  J  Krumm 

119,817 

693 

8,507 

2.S4 

0.18 

9% 

Wichita,  Kan 

3.0 

David  J  La  Fleur 

105,000 

735 

131,252 

11.01 

1.00 

65% 

Universal  City,  Calif 

12.5 

Lew  R  Wasserman 

275,000 

239 

111,804 

4.93 

0.70 

383/4 

New  Orleans,  La 

18.4 

Charles  L  Graves 

1,232,662 

2 

126,399 

2.17 

none 

58% 

Oak  Brook,  III 

71.0 

Fred  L  Turner 

244,636 

306 

140,939 

2.27 

0.40 

15% 

St  Louis,  Mo 

62.8 

Sanford  N  McDonnell 

215,370 

390 

55,130 

2.32 

1.28 

22% 

Elgin,  III 

24.0 

Edward  J  Williams 

239,160 

317 

41,928 

1.35. 

0.56 

13 

New  York,  NY 

11.8 

Harold  WMcGrawJr 

188,402 

459 

7,827 

4.24 

1.25 

21 

Cleveland,  Ohio 

5.0 

Richard  G  Widman 

401,250 

72 

94,281 

3.07 

1.20 

18% 

Dayton,  Ohio 

24.0 

James  W  McSwiney 

267,566 

259 

67,788 

6.25 

2.60 

50% 

Pittsburgh,  Pa 

5.4 

James  H  Higgins 

314,167 

169 

Salary,  bonus 

t,  director's  fees 

and  deferred  compensati 

on;  excludes  stock  options. 

#  New  CEO  In  1976. 

t  Shares  "Office  of  the  President"  with  L.  6.  Herring,  J.  V.  Reinhardt 

Strickland  and  J.  A.  Walker. 

,  R.  L. 
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The  Dfmensions  of  American  Business: 


WHERE  THEY  RANK: 

1975 

Assets 

Sales 

Market  Value 
of  (Common 

Net  Profits 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

(WOO) 

(WOO) 

($000) 

($000) 

■ 

345 

309 

335 

"Melville  (Dec) 

359,829 

908,321 

442.458 

44,327 

147 

■ 

■ 

■ 

^^           Mercantile  Bancorporation  (Dec) 

2,771,956 

191,136 

135,017 

22,838 

■ 

457 

402 

441 

ms^^^                Mercantile  Stores  (Jan) 

329,799  ^ 

630,604 

309,540 

31.545 

372 

■ 

■ 

■ 

W^Km         Mercantile  Texas  Corp  (Dec) 

1,289,826 

73,336 

75,000 

10.483 

465 

■ 

■ 

■ 

Merchants  National  Corp  (Dec) 

987,103 

83,747 

31,542 

6.916 

296 

205 

15 

40 

^                                      Merck  (Dec) 

1,573,693 

1,489,658 

5,224,8*3 

228.778 

65 

317 

273 

149 

H^^              Merrill  Lynch  &  Co  (Dec) 

4,879,012 

979,253 

515,736 

95.691 

■ 

■ 

477 

■ 

I^^^^K                 Mesa  Petroleum  (Dec) 

496,897 

63,965 

241,530 

19,170 

■ 

■ 

■ 

438 

W/^Km         Metro-Goldwyn-Mayer  (Aug) 

312,496 

254,990 

168,938 

31,862 

■ 

450 

■ 

■ 

^ ■"■" ''                        Fred  Meyer  (Dec) 

193,103 

644,917 

81.248 

12,061 

■ 

■ 

443 

■ 

MGIC  Investment  (Dec) 

849,859 

152,398 

267.041 

2,090 

120 

■ 

■ 

■ 

^^^^^        Michigan  National  (k>rp  (Dec) 

3,300,315 

254,471 

117.348 

24,101 

102 

340 

175 

169 

■■PIp          Middle  South  Utilities  (Dec) 

3,634,623 

923,023 

743,546 

86,199 

256 

■ 

■ 

■ 

^B^                         Midlantic  Banks  (Dec) 

1,787,040 

124.072 

46,610 

7,680 

139 

73 

10 

31 

^^Minnesota  Mining  &  Manufacturing  (Dec) 

3,016,762 

3,127,341 

6,370,290 

261,623 

285 

273 

■ 

295 

Mississippi  River  Corp  (Dec) 

1,631,939 

1,125,245 

207,828 

49,275 

20 

6 

19 

6 

Mobil  Oil  (Dec) 

15,050,287 

20,620,392 

4,813,074 

809,877 

■ 

493 

■ 

■ 

Mohasco  (Dec) 

361,669 

560,337 

106,486 

10,246 

110 

62 

45 

27 

Monsanto  (Dec) 

3,448,741 

3,624,700 

2,658,614 

306,300 

■ 

■ 

438 

449 

Montana  Power  (Dec) 

690,836 

180,178 

271,281 

30,950 

439 

■ 

■ 

■ 

Monumental  (^rp  (Dec) 

1,058,759 

195,282 

122,920 

18,925 

■ 

■ 

■ 

455 

Moore  McCormack  Resources  (Dec) 

442,088 

275,046 

115,134 

30,652 

8 

145 

59 

54 

J  P  Morgan  &  Co  (Dec) 

25,832,406 

1,960,939 

1,963,878 

183,825 

■ 

311 

■ 

■ 

Morrison-Knudsen  (Dec) 

335,443 

997,825 

52,180 

10,723 

459 

238 

102 

364 

Motorola  (Dec) 

1,001,460 

1.311.771 

1,167,169 

41,127 

■ 

500 

■ 

■ 

6  C  Murphy  (Dec) 

231,563 

553.695 

63,489 

9,754 

402 

337 

■ 

370 

Murphy  Oil  (Dec) 

1,165,276 

931.035 

213,121 

40,135 

453 

144 

224 

250 

Nabisco  (Dec) 

1,014,389 

1,970,829 

614,229 

59,038 

■ 

■ 

233 

434 

Naico  Chemical  (Dec) 

215,746 

313,934 

603,457 

32,068 

■ 

475 

■ 

■ 

Nash  Finch  (Dec) 

81,283 

589,440 

42,116 

7,368 

■ 

380 

■ 

■ 

National  Can  (Dec) 

415,992 

799,087 

65.436 

18,731 

463 

■ 

■ 

■ 

National  Central  Rnandal  (Dec) 

990,751 

71,913 

47,736 

8,711 

■ 

■ 

335 

■ 

National  Chemsearch  (Apr) 

117,100 

173,343 

397,800 

17,211 

145 

■ 

■ 

472 

National  City  Corp  (Dec) 

2,816,385 

177,163 

199,172 

29,329 

40 

■ 

484 

286 

National  Detroit  Corp  (Dw:) 

7,347,221 

490,172 

237,960 

51,096 

450 

339 

333 

223 

National  DIsUllen  &  Chemical  (Dec) 

1,024,197 

928,387 

399,636 

64,977 

■ 

403 

■ 

■ 

National  industries  (Dec) 

281,412 

759.094 

41,837 

15,456 

■ 

■ 

281 

■ 

National  Semiconductor  (May) 

135,366 

235.457 

503,029 

16,748 

■ 

■ 

418 

■ 

National  Starch  &  Chemical  (Dec) 

214,246 

282,224 

291,119 

18,502 

168 

125 

188 

254 

National  Steel  (Dec) 

2,410,478 

2,241,167 

714,400 

58,041 

■ 

208 

■ 

■ 

National  Tea  (Dec) 

230,687 

1,472,341 

40,000 

-5,951 

345 

■ 

■ 

■ 

Nationwide  Corp  (Dec) 

1,377,523 

378,934 

70,331 

15.594 

85 

■ 

■ 

■ 

NCNB  (Dec) 

4,090,651 

287,904 

164,590 

18.330 

191 

133 

243 

221 

NCR  (Dec) 

2.194,722 

2.165.607 

570,808 

65.940 

282 

442 

353 

319 

New  England  Electric  System  (Dec) 

1,640,386 

661,216 

380,980 

46,372 

328 

■ 

■ 

■ 

New  Englami  Merchants  Co  (Dec) 

1,453,933 

115,406 

35,833 

7,070 

416 

■ 

435 

338 

New  York  State  Electric  &  Gas  (Dec) 

1,127,612 

340,785 

275,025 

43,679 

413 

■ 

246 

278 

Newmont  Mining  (Dec) 

1,129,552 

516,524 

566,283 

52,888 

154 

320 

207 

109 

Niagara  Mohawk  Power  (Dec) 

2,652,625 

972,206 

654,992 

114,795 

■  Not  on  500  list.                                                                                                                       13)  Formerly  Melvillt  Shoo. 
All  por-tlnre  daU  adjusted  for  stock  tplito  and  dividends  through  May  15,  1976. 
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Foster  of  the  U.S/s  Biggest  Cc%porations 


PER  SHARE  DATA:  1975 


Earnings 


f    Cash 

Before 

Maricet 

Number  of 

His  Total 

Rank 

I    Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

'  ($000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

57,950 

1.79 

0.48 

18 

Harrison,  NY 

27.6 

Francis  0  Rooney  Jr 

252,800 

287 

25,645 

4.00 

2.20 

23% 

St  Louis,  Mo 

3.0 

Donald  E  Lasater 

164,118 

524 

43,010 

5.35 

0.80 

521/2 

New  Yorl(,  NY 

12.5 

Leon  F  Winbigler 

316,258 

165 

12,545 

2.62 

1.20 

183/4 

Dallas,  Texas 

0.9 

Gene  H  Bishop 

152,089 

557 

8,409 

3.08 

0.71 

14 

Indianapolis,  Ind 

1.3 

Otto  N  Frenzel  III 

72,766 

804 

280,869 

3.03 

1.40 

69V4 

Rahway,  NJ 

26.8 

#  Henry  W  Gadsden 

350,300 

122 

110,942 

2.69 

0.59 

141/2 

New  York,  NY 

19.2 

Donald  T  Regan 

352,500 

115 

35,787 

1.25 

0.05 

19y4 

Amarillo,  Texas 

0.3 

Thomas  B  Pickens  Jr 

297,176 

201 

37,335 

2.45 

1.68 

131/4 

Culver  City,  Calif 

6.5 

Frank  E  Rosenfelt 

220,000 

382 

18,757 

2.22 

0.34 

14% 

Portland,  Ore 

10.4 

#Fred  G  Meyer 

133,894 

630 

4,298 

0.10 

0.10 

121/8 

Milwaukee,  Wise 

1.1 

Max  H  Karl 

180,550 

479 

27,154 

4.36 

0.83 

211/4 

Bloomfield  Hills,  Mich 

4.3 

Stanford  C  Stoddard 

165,203 

518 

178,969 

1.70 

1.26 

141/2 

New  Orleans,  La 

10..4 

Floyd  W  Lewis 

150,000 

571 

9,947 

2.27 

2.00 

171/4 

West  Orange,  NJ 

2.7 

Theron  L  Marsh 

145,600 

591 

415,993 

2.29 

1.35 

551/2 

St  Paul,  Minn 

78.4 

Raymond  H  Herzog 

346,899 

126 

88,297 

5.28 

1.23 

23 

St  Louis,  Mo 

23.0 

Downing  B  Jenks 

322,867 

154 

,578,382 

7.95 

3.40 

471/4 

New  York,  NY 

71.3 

Rawleigh  Warner  Jr 

638,542 

9 

23,571 

1.54 

0.75 

I61/4 

Amsterdam,  NY 

17.0 

Herbert  L  Shuttleworth  II 

165,000 

519 

479,000 

8.63 

2.55 

763/8 

St  Louis,  Mo 

59.2 

John  W  Hanley 

417,659 

61 

43,768 

3.13 

1.80 

261/2 

Butte,  Mont 

1.6 

Joseph  A  McElwain 

79,429 

797 

30,580 

1.31 

0.48 

83/4 

Baltimore,  Md 

2.9 

Frank  Baker  Jr 

108,000 

730 

36,140 

8.64 

0.73 

31 

Stamford,  Conn 

2.6 

James  R  Barker 

245,173 

304 

193,082 

4.76 

1.80 

531/2 

New  York,  NY 

9.8 

Ellmore  C  Patterson 

322,250 

156 

'.  26,295 

3.98 

0.87 

193/4 

Boise,  Idaho 

26.1 

William  H  McMurren 

187,783 

461 

91,958 

1.46 

0.70 

411/4 

Schaumburg,  III 

47.0 

Robert  WGalvin 

125,000 

661 

17,134 

2.50 

1.20 

I61/4 

McKeesport,  Pa 

21.0 

S  Warne  Robinson 

124,033 

673 

88,682 

3.20 

0.60 

171/8 

El  Dorado,  Ark 

4.0 

Charles  H  Murphy  Jr 

154,248 

550 

92,769 

3.70 

2.30 

381/2 

East  Hanover,  NJ 

47.0 

Robert  M  Schaeberle 

265,800 

261 

44,317 

1.60 

0.63 

301/4 

Oak  Brook,  III 

3.5 

Robert  T  Powers 

182,657 

472 

10,684 

4.28 

1.40 

241/2 

St  Louis  Park,  Minn 

5.6 

Thomas  A  Riley 

257,118 

273 

34,548 

2.37 

0.53 

101/2 

Chicago,  III 

12.8 

Frank  W  Considine 

173,365 

503 

10,550 

2.47 

1.07 

131/2 

Lancaster,  Pa 

1.4 

Wilson  D  McElhinny 

96,608 

761 

19,271 

1.48 

0.30 

34 

Irving,  Texas 

4.5 

Lester  A  Levy 

169,313 

512 

31,153 

4.27 

1.65 

29 

Cleveland,  Ohio 

1.9 

Claude  M  Blair 

231,803 

334 

56,591 

8.59 

2.62 

40 

Detroit,  Mich 

5.5 

Robert  M  Surdam 

224,250 

363 

90,149 

2,61 

1.20 

I61/4 

New  York,  NY 

13.6 

Drummond  C  Bell 

279,577 

229 

26,404 

2.04 

0.25 

6% 

Louisville,  Ky 

6.9 

Joseph  A  Gammon 

151,939 

560 

30,314 

1.34 

none 

41 

Santa  Clara,  Calif 

15.3 

Charles  E  Sporck 

111,478 

719 

25,446 

2.84 

0.80 

441/2 

Bridgewater,  NJ 

3.3 

Carlyle  G  Caldwell 

1/0,366 

685 

171,201 

3.f0 

2.50 

38 

Pittsburgh,  Pa 

33.3 

George  A  Stinson 

351,250 

119 

8,897 

-0.76 

none 

4 

Chicago,  III 

18.6 

James  A  Watson 

162,822 

527 

15,594 

1.52 

0.30 

6% 

Columbus,  Ohio 

1.7 

Dean  W  Jeffers 

230,000 

344 

21,907 

1.09 

0.52 

93/4 

Charlotte,  NC 

4.3 

Thomas  1  Storrs 

150,000 

571 

226,752 

2.72 

0.72 

2334 

Dayton,  Ohio 

72.0 

William  S  Anderson 

285,000 

222 

94,222 

2.48 

1.78 

19% 

Westboro,  Mass 

6.1 

Guy  W  Nichols 

125,000 

661 

8,616 

2.77 

• 

1.40 

133/4 

Boston,  Mass 

2.1 

Mark  C  Wheeler 

128,166 

654 

74,904 

3.23 

2.20 

24% 

Binghampton,  NY 

4.1 

William  A  Lyons 

137,500 

612 

92,750 

2.05 

1.60 

23 

New  York,  NY 

12.1 

Plato  Malozemoff 

278,827 

232 

184,023 

2.03 

1.21 

13 

Syracuse,  NY 

8.9 

John  G  Haehl  Jr 

114,699 

706 

■lary,  bonus. 

director's  fees, 

and  deferred  compensatio 

n;  excludes  stock  options. 

#  New  CEO  In  1976. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Net  Profits      ' 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

424 

417 

396 

300 

"Nicof  (Dec) 

1.096,083 

716,381 

311,505 

48,580 

■ 

■ 

498 

■ 

A  C  Nielsen  (Aug) 

153,184 

201,717 

227,857 

13,205 

438 

246 

395 

323 

N  L  industries  (Dec) 

1,059,496< 

1,279,317 

313,625 

45,597 

146 

■ 

252 

160 

NLT  (Dec) 

2,816,309 

498.084 

557,909 

88,531 

159 

294 

204 

164 

Norfolk  &  Western  Railway  System  (Dec) 

2,565,905 

1,050.918 

662,575 

87,506 

■ 

219 

490 

447 

North  American  Phlii[K  (Dec) 

887,870 

1,409,842 

234,644 

31,016 

149 

413 

249 

195 

Northeast  Utilities  (Dec) 

2,741,950 

721,786 

563,810 

76,218 

323 

■ 

338 

274 

Nortliem  Indiana  Public  Service  (Dec) 

1,469,727 

536.751 

395,484 

53,656 

234 

265 

174 

91 

^^>                   Northern  Natural  Gas  (Dec) 

1,904,991 

1,163,204 

744,742 

131,143 

356 

■ 

■ 

■ 

Northern  States  Bancorp  (Dec) 

1,325,308 

95,058 

13.090 

633 

187 

434 

187 

155 

Northern  States  Power  (Dec) 

2,206,336 

675,356 

715,132 

91,123 

■ 

313 

■ 

■ 

^^^^m                              Northrop  (Dec) 

464,197 

988,123 

134,403 

24,732 

384 

378 

284 

342 

mt//K§               Northwest  Mriines  (Dec) 

1,215,146 

800,563 

496,892 

43,396 

38 

■ 

274 

256 

^           Northwest  Bancorporation  (Dec) 

7,386,977 

540,279 

514.388 

57,369 

396 

262 

437 

133 

Northwest  Industries  (Dec) 

1.184,142 

1,187,500 

271,929 

101,125 

391 

■ 

■ 

■ 

Northwestern  Rnancial  (Dec) 

1,195,673 

97,853 

34,801 

7,329 

350 

184 

130 

177 

^^^^^                     Norton  Simon  (June) 

1.355,721 

1.642.023 

954,770 

82,758 

105 

■ 

■ 

■ 

^HHB            Nortrtist  (kvponrtion  (Dec) 

3,532,478 

270,868 

170,000 

26,251 

108 

32 

162 

59 

^^^^H           Occidental  Petroleum  (Dec) 

3,503,372 

5,345.938 

787,472 

171,956 

488 

204 

■ 

311 

^^^^«                                Ogden  (Dec) 

925.953 

1,491,264 

146,304 

47,028 

212 

472 

236 

175 

^^                               Ohio  Edison  (Dec) 

2.048,144 

593,324 

597,891 

83,421 

481 

■ 

330 

375 

^k'              Oklahoma  Gas  &  Electric  (Dec) 

938.462 

274,424 

402,638 

39,406 

423 

■ 

■ 

■ 

^V                       Old  Kent  Financial  (Dec) 

1.096,490 

77,091 

63,432 

11,332 

499 

■ 

■ 

■ 

Old  Stono  Corp  (Dec) 

895,460 

65,277 

19,667 

2,864 

454 

250 

368 

249 

Olin  Corp  (Dec) 

1.013.589 

1.260.590 

358,096 

59,411 

■ 

264 

392 

367 

Otis  Elevator  (Dec) 

789,792 

1.182,501 

316,383 

40,567 

■ 

■ 

489 

■ 

Outiioard  Marine  (Sept) 

395.444 

498,386 

234,955 

20.036 

■ 

■ 

■ 

387 

'^m§>          Overseas  Shipholding  Group  (Dec) 

485,981 

135,632 

109,684 

37.621 

■ 

349 

214 

358 

^K              Owens-(^rning  Fibergtas  (Dec) 

743,575 

890,470 

636,163 

41,803 

228 

121 

184 

165 

M»                            Owens-Illinois  (Dec) 

1,947.867 

2,288,124 

721,374 

87,336 

■ 

425 

■ 

■ 

PACCAR  (Dec) 

368,473 

689,872 

199.941 

20,643 

46 

126 

69 

33 

Pacific  Gas  &  Electric  (Dec) 

6,620,883 

2,233,371 

1,659,315 

251,579 

278 

280 

383 

302 

Pacific  Ughting  (Dec) 

1.662,834 

1,098,285 

336,583 

48,109 

■ 

■ 

393 

■ 

Pacific  Lumber  (Dec) 

130,839 

127,777 

316,365 

21,526 

248 

■ 

230 

202 

Pacific  Power  &  Ught  (Dec) 

1,834,737 

301,495 

607,297 

72,444 

324 

189 

■ 

■ 

Pan  American  World  Airways  (Dec) 

1,469,674 

1,605.729 

221,256 

-46,075 

273 

443 

323 

203 

Panhandle  Eastern  Pipe  Une  (Dec) 

1.694,570 

659,284 

420,471 

72,343 

■ 

368 

■ 

■ 

Ralph  M  Parsons  (Dec) 

169,854 

832.420 

51,175 

10,366 

78 

130 

■ 

■ 

*Penn  Central  (Dec) 

4,392,186 

2.173.392 

33,151 

-326,412 

128 

18 

36 

52 

J  C  Penney  (Jan) 

3,226,000 

7.678.600 

3,170,657 

189,600 

181 

■ 

268 

143 

Pennsylvania  Power  &  Ught  (Dec) 

2,311,884 

544,129 

524,402 

97,541 

■ 

418 

■ 

440 

Pennwalt  (Dec) 

540,945 

713,736 

220,055 

31.633 

214 

287 

220 

123 

Pennzoil  (Dec) 

2,026,603 

1,078,315 

622.848 

106,822 

190 

335 

215 

145 

Peoples  Gas  (Sept) 

2,198.804 

934,592 

632,877 

96.071 

495 

■ 

■ 

■ 

Peoples  Natl  Bank  of  Washington  (Dec) 

900,288 

67,558 

22,896 

4,468 

348 

117 

68 

124 

PepsiCo  (Dec) 

1,363.919 

2.321,243 

1,662,570 

104,600 

■ 

■ 

364 

■ 

Perkin-Elmer  (July) 

240,652 

297,435 

363,633 

19,054 

■ 

307 

■ 

■ 

Pet  (Mar) 

477,443 

1,008,507 

151,542 

23,158 

■ 

■ 

286 

489 

Pitrie  Stores  (Jan) 

134.857 

277,822 

493,858 

27,791 

■  Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits 

14)  Formerly  Northern  Illinois  Gas. 
and  dividends  through  May  15,  1976.                           *   Data  are  for  Penn  Central  Transportation 

Company. 
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Foster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA: 

A 

1975 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration! 

Among  820 

($000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

86.176 

3.25 

1.98 

223/8 

Aurora,  III 

2.8 

Clarence  J  Gauthier 

152.603 

555 

18,252 

1.25 

0.37 

211/2 

Northbrook,  III 

12.6 

Arthur  C  Nielsen  Jr 

289.285 

215 

81,879 

1.89 

1.00 

13 

New  York,  NY 

23.3 

Ray  C  Adam 

313,500 

172 

96,203 

2.57 

0.60 

16% 

Nashville,  Tenn 

9.9 

William  C  Weaver  Jr 

193.341 

448 

159,279 

8.40 

5.00 

63% 

Roanoke.  Va 

28.3 

John  P  Fishwick 

311.343 

176 

57,273 

2.78 

1.20 

19>/2 

New  York,  NY 

30.9 

Pieter  C  Vink 

255.000 

276 

157,315 

1.41 

1.02 

10 

Berlin,  Conn 

7.5 

Leian  F  Sillin  Jr 

155,000 

545 

85,620 

2.16 

1.36 

1778 

Hammond,  Ind 

5.4 

Dean  H  Mitchell 

105,000 

735 

230,156 

5.80 

1.60 

33% 

Omaha,  Neb 

9.0 

Willis  A  Strauss 

267,850 

258 

1,741 

0.08 

0.85 

5 

Detroit,  Mich 

1.6 

Benjamin  H  Paddock 

98,545 

756 

184,706 

2.95 

1.84 

263/8 

Minneapolis,  Minn 

6.7 

David  F  McElroy 

136,666 

616 

39,374 

4.32 

1.10 

231/8 

Los  Angeles,  Calif 

23.3 

Thomas  V  Jones 

408,004 

67 

142,276 

2.01 

0.45 

23 

St  Paul,  Minn 

11.3 

Donald  W  Nyrop 

290.000 

213 

67,149 

4.85 

1.65 

431/2 

Minneapolis,  Minn 

9.4 

Henry  T  Rutledge 

190.842 

456 

133,225 

11.56 

1.48 

325/8 

Chicago,  III 

30.6 

Ben  W  Heineman 

428.769 

56 

9,206 

1.60 

0.30 

7% 

North  Wilkesboro,  NC 

2.8 

Edwin  Duncan  Jr 

50,389 

817 

111,599 

1.80 

0.41 

221/4 

New  York,  NY 

25.0 

David  J  Mahoney 

623.750 

10 

31,616 

5.25 

1.60 

34 

Chicago,  III 

3.3 

Edward  B  Smith 

323.437 

153 

323,112 

2.64 

1.00 

14 

Los  Angeles,  Calif 

32.9 

Armand  Hammer 

429,000 

55 

75,516 

4.62 

1.00 

151/8 

New  York,  NY 

29.9 

Ralph  E  Ablon 

452,525* 

43 

131,285 

1.95 

1.66 

163/4 

Akron,  Ohio 

6.2 

John  R  White 

87,990 

785 

64,305 

1.90 

1.40 

221/2 

Oklahoma  City,  Okia 

3.0 

#DonaldS  Kennedy 

92,000 

774 

,12,235 

2.64 

0.83 

14% 

Grand  Rapids.  Mich 

1.3 

Richard  M  Gillett 

122.988 

678 

*.  3,666 

1.53 

0.80 

101/2 

Providence.  Rl 

0.8 

Theodore  W  Barnes 

64,053 

811 

117,536 

5.03 

1.23 

301/8 

Stamford.  Conn 

23.0 

James  F  Towey 

394,833 

77 

57,345 

5.02 

2.20 

361/8 

New  York.  NY 

49.6 

Ralph  A  Weller 

279,058 

231 

40,511 

2.42 

1.20 

281/4 

Waukegan,  III 

13.0 

Charles  D  Strang 

157,232 

541 

57,827 

3.71 

0.14 

10% 

New  York,  NY 

1.7 

Morton  P  Hyman 

65.000 

810 

85,676 

2.81 

0.88 

423/4 

Toledo,  Ohio 

17.1 

William  W  Boeschenstein 

194.500 

445 

169,699 

6.02 

1.72 

51% 

Toledo,  Ohio 

66.9 

Edwin  D  Dodd 

430.682 

54 

28,072 

2.50 

1.00 

241/4 

Bellevue,  Wash 

8.0 

Charles  M  Pigott 

214,045 

393 

430,557 

2.67 

1.88 

203/4 

San  Francisco,  Calif 

25.0 

Shermer  L  Sibley 

200.850 

422 

95,690 

2.23 

1.68 

17 

Los  Angeles,  Calif 

9.1 

Paul  A  Miller 

200,306 

425 

25,482 

1.79 

1.20 

261/4 

San  Francisco,  Calif 

2.7 

#  Edward  M  Carpenter 

143,996 

596 

108,278 

2.30 

1.65 

203/8 

Portland,  Ore 

3.5 

Don  C  Frisbee 

125,000 

661 

78,110 

-1.11 

none 

51/4 

New  York,  NY 

28.3 

William  T  Seawell 

172,974 

506 

156,377 

4.83 

2.05 

29 

Houston,  Texas 

3.8 

Richard  LO'Shields 

198,815 

434 

12,539 

4.51 

0.70 

221/4 

Pasadena,  Calif 

15.5 

William  E  Leonhard 

300,000 

195 

!40,366 

NA 

1.20 

1% 

Philadelphia,  Pa 

78.5 

Archibald  D  Johnson 

25,000 

819 

!70,300 

3.16 

1.16 

501/8 

New  York.  NY 

186.0 

Donald  V  Seibert 

330,827 

146 

156,081 

2.87 

1.80 

193/4 

Allentown.  Pa 

6.7 

Jack  K  Busby 

95,000 

766 

52,687 

3.25 

1.36 

271/2 

Philadelphia.  Pa 

14.3 

William  P  Drake 

318,889 

160 

!15,111 

3.04 

1.20 

i9y8 

Houston.  Texas 

9.4 

J  Hugh  Liedtke 

270,114 

255 

.79,772 

5.30 

2.68 

34% 

Chicago,  III 

6.5 

Robert  M  Drevs 

225,000 

357 

6,439 

5.62 

1.36 

28% 

Seattle,  Wash 

1.4 

Joshua  Green  Jr 

33,072 

818 

.57.020 

4.41   . 

1.50 

70 

Purchase.  NY 

49.0 

Donald  M  Kendall 

440,125 

47 

24,470 

1.08 

0.28 

203/8 

Norwalk,  Conn 

8.5 

Chester  WNimitzJr 

183,836 

468 

38,912 

3.37 

1.45 

245/8 

St  Louis.  Mo 

17.7 

Boyd  F  Schenk 

212,000 

399 

29,373 

3.95 

1.00 

701/4 

Secaucus.  NJ 

5.2 

Milton  J  Petrie 

100,000 

748 

■ry,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stocl(  options, 
nt  available. 


#  New  CEO  in  1976. 

•  For  1974. 
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The  dimensions  of  American  Business: 


WHERE  THEY  RANK: 

1975 

1 

Assets 

Sales 

Market  Value 
of  Common 

Net  ProfiU     . 

' 

Market 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

488 

■ 

496 

Petrolane  (Seiit) 

284.678 

566,422 

191,100 

27,370 

216 

179 

60 

74 

Pfizer  (Dec) 

2.019.379 

1,665,458 

1.939,966 

147,715 

281 

390 

173 

318 

Phelps  Dodge  (Dec) 

1,652.142 

780,788 

745,336 

46,391 

89 

270 

128 

77 

Philadeipliia  Electric  (Dec) 

3,961.463 

1,134,810 

962.940 

143,925        i 

84 

■ 

■ 

500 

Phiiadeipliia  National  Corp  (Dec) 

4,128,497 

332,965 

139,776 

27,114 

135 

99 

37 

46 

Pfiilip  Morris  (Dec) 

3,134,326 

2,564,011 

3,145.921 

211,638 

72 

36 

23 

23 

Phillips  Petroleum  (Dec) 

4,544,929 

5.133,557 

4,136,237 

342,568 

■ 

260 

289 

451 

Pilisbury  (May) 

670,835 

1,197,426 

482,040 

30,917 

■ 

■ 

467 

■ 

Pioneer  Hi-Bred  Intemationd  (Aug) 

126,220 

171.027 

248,330 

22,024 

129 

■ 

■ 

485 

Pittsburgh  National  Corp  (Dec) 

3,218,504 

224,940 

166,112 

28,090 

■ 

202 

107 

50 

Pittston  (Dec) 

890,246 

1,504,222 

1,113,855 

200,146 

■ 

375 

119 

233 

Polaroid  (Dec) 

834,315 

812,703 

1,018,505 

62,590 

445 

■ 

460 

321 

Portland  General  Electric  (Dec) 

1,046,398 

179,942 

255,750 

46,003 

■ 

■ 

362 

390 

Potiatch  (Dec) 

473,652 

504,294 

366,611 

37,467 

260 

■ 

321 

270 

Potomac  Electric  Power  (Dec) 

1.778,871 

492,510 

424,008 

55,132 

238 

153 

180 

157 

PPG  Industries  (Dec) 

1,869,000 

1,886,600 

735.694 

89,000 

99 

24 

9 

25 

Procter  &  Gamble  (June) 

3,652,673 

6,081.675 

7.341,699 

333,862        ( 

358 

399 

499 

399 

Provident  Ufe  A  Accident  (Dec) 

1.320,598 

765.897 

226,412 

36,146 

264 

■ 

■ 

■ 

Provident  National  Corp  (Dec) 

1,734,682 

153.635 

70,294 

15,072 

344 

■ 

357 

257 

Public  Service  Company  of  Colorado  (Dec) 

1,378,622 

463.628 

371,408 

57,103        1 

381 

■ 

255 

271 

Public  Service  Company  of  Indiana  (Dec) 

1.233,672 

305.898 

553,909 

54,503 

76 

186 

117 

66 

Public  Service  Electric  &  Gas  (Dec) 

4,473.473 

1,630.525 

1.024,479 

158,606       I 

■ 

458 

■ 

■ 

Pueblo  International  (Jan) 

115,754 

628,940 

10,168 

-5,747 

■ 

■ 

■ 

481 

Puget  Sound  Power  &  Light  (Dec) 

725,456 

162,981 

146,642 

28,311 

■ 

141 

408 

376 

Pullman  (Dec) 

886,451 

2,006,977 

303,949 

39,350 

■ 

224 

264 

446 

Quaker  Oats  (June) 

765,062 

1,389,013 

543,533 

31.037 

■ 

■ 

487 

■ 

Quaker  State  Oil  Refining  (Dec) 

214,815 

292,907 

236.635 

23,185       ] 

148 

■ 

■ 

■ 

Rainier  Bancorporation  (Dec) 

2,757,649 

217,416 

91,067 

18,505        i 

346 

72 

67 

138 

Ralston  Purina  (Sept) 

1,377,300 

3,149,100 

1,689.487 

99,500     .  i( 

320 

148 

■ 

■ 

Rapid-American  (Jan) 

1,481.000 

1,929,662 

35,383 

-9,440       ] 

■ 

■ 

463 

■ 

Raychem  (June) 

144,476 

148,666 

252,450 

10,485       1 

448 

124 

193 

208 

Raytheon  (Dec) 

1,030,654 

2.245,445 

699,292 

70,973       \ 

94 

46 

82 

117 

RCA  (Dec) 

3,725,800 

4,789,500 

1,425.711 

110,000      31 

■ 

451 

■ 

410 

Reliance  Electric  (Oct) 

409,435 

643,092 

177,267 

34,984       ^ 

317 

355 

■ 

■ 

Reliance  Group  (Dec) 

1,497,584 

875,695 

36,663 

-27,922       I 

311 

■ 

■ 

■ 

Republic  New  York  Corp  (Dec) 

1,517,311 

114,483 

58,147 

16,088       , 

58 

■ 

398 

337 

Republic  of  Texas  Corp  (Dec) 

5,214,548 

350,339 

311,047 

43,970       , 

210 

115 

311 

204 

Republic  Steel  (Dec) 

2,071,119 

2,333,281 

438,801 

72,198      jj 

■ 

302 

■ 

■ 

Reserve  Oil  &  Gas  (Dec) 

307,233 

1,021,113 

95,651 

17,019       j5 

■ 

404 

113 

232 

Revlon  (Dec) 

752,442 

753,181 

1,076,075 

62,622 

■ 

499 

■ 

■ 

Rexnord  (Oct) 

349,913 

553,853 

117.691 

25,050 

121 

64 

44 

24 

R  J  Reynolds  Industries  (Dec) 

3,294,322 

3,528,895 

2,794,622 

338,673 

188 

176 

351 

247 

Reynolds  Metals  (Dec) 

2,204,138 

1,679,262 

381,612 

60,017 

■ 

444 

241 

331 

Richardson-Merrell  (June) 

620,813 

658,691 

578,120 

44,624 

336 

■ 

■ 

■ 

Richmond  Corp  (Dec) 

1,409,420 

360,928 

137,624 

14,237 

279 

■ 

■ 

■ 

Riggs  Nati  Bank  of  Washington  DC  (Dec) 

1,658,073 

109.971 

81,785 

14,729 

■ 

■ 

152 

404 

Roadway  Express  (Dec) 

276,070 

503.569 

830,804 

35,480 

■ 

■ 

416 

■ 

A  H  Robins  (Dec) 

223,544 

241,060 

293,929 

26,634 

141 

41 

181 

132 

Rockweillnternationai  (Sept) 

2,888,100 

4,943,400 

730,983 

101.600  ^ 

■   Not  on 

500  list. 

I 

All  per-thare  data  adjusted  for  stock  splits 

and  dividends  through  May  15.  1976. 

■ 
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toster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 

Earnings 

Cash 

Before 

MarlMt 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

($000) 

items 

Dividends 

(Dec  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

43,048 

2.76 

0.49 

20 

Long  Beach,  Calif 

7.0 

Rudolph  J  Munzer 

228,656 

346 

197,715 

2.10 

0.81 

27% 

New  York,  NY 

39.2 

Edmund  T  Pratt  Jr 

340,739 

134 

81,492 

2.26 

2.20 

36V4 

New  York,  NY 

13.9 

George  B  Munroe 

211,620 

400 

235,146 

1.86 

1.64 

15 

Philadelphia,  Pa 

9.8 

Robert  F  Gilkeson 

181,430 

477 

32,764 

4.66 

2.00 

24 

Philadelphia,  Pa 

4.6 

G  Morris  Dorrance  Jr 

197,884 

437 

264,112 

3.62 

0.88 

53 

New  York,  NY 

48.0 

Joseph  F  Cullman  3rd 

421,681 

60 

668,600 

4.50 

1.60 

54V« 

Bartlesville,  Okia 

30.5 

William  F  Martin 

330,076 

147 

60,592 

2.75 

0.93 

38% 

Minneapolis,  Minn 

27.0 

William  H  Spoor 

273,000 

246 

25,302 

2.12 

0.57 

233/4 

Des  Moines,  Iowa 

1.5 

#R  Wayne  Skidmore 

129,253 

647 

31.708 

4.70 

1.70 

273/4 

Pittsburgh,  Pa 

3.1 

Merle  E  Gilliand 

183,597 

469 

237,324 

5.47 

0.59 

31>/8 

New  York,  NY 

17.9 

Nicholas  T  Camicia 

204,849 

419 

101,741 

1.91 

0.32 

31 

Cambridge,  Mass 

13.4 

Edwin  H  Land 

239,270 

316 

59,893 

2.52 

1.57 

161/2 

Portland,  Ore 

2.1 

Frank  M  Warren 

110,000 

725 

59,226 

5.03 

1.43 

48% 

San  Francisco,  Calif 

10.2 

Richard  B  Madden 

315,495 

167 

100,359 

1.16 

1.16 

12 

Washington,  DC 

4.4 

W  Reid  Thompson 

148,800 

587 

167,100 

4.28 

1.73 

353/8 

Pittsburgh,  Pa 

34.9 

Robinson  F  Barker 

391.378 

82 

430,785 

4.05 

2.00 

89 

Cincinnati,  Ohio 

52.1 

Edward  G  Harness 

486,085 

32 

38,162 

3.67 

0.65 

23 

Chattanooga,  Tenn 

2.5 

Henry  C  Unruh 

123,300 

676 

16,726 

3.70 

1.78 

183/4 

Philadelphia,  Pa 

2.4 

Roger  S  Hillas 

124,809 

669 

100,197 

2.17 

1.20 

16 

Denver,  Colo 

5.6 

Robert  T  Person 

135.010 

623 

89,248 

2.33 

1.73 

263/8 

Plainfield,  Ind 

3.5 

Carroll  H  Blanchar 

144,167 

594 

292,049 

2.25 

1.72 

ms 

Newark,  NJ 

13.3 

Robert  1  Smith 

131,000 

642 

.   1.104 

-1.27 

0.23 

ZV* 

New  York,  NY 

9.0 

Harold  Toppel 

150,000 

571 

44,320 

4.60 

2.12 

25% 

Bellevue,  Wash 

1.8 

#  Ralph  M  Davis 

110,431 

723 

52,405 

3.61 

1.17 

27% 

Chicago,  III 

26.3 

Samuel  B  Casey  Jr 

227,510 

350 

62,232 

1.45 

0.81 

26V4 

Chicago,  III 

25.0 

Robert  D  Stuart  Jr 

239,060 

319 

37.710 

1.61 

0.68 

16% 

Oil  City,  Pa 

2.4 

Quentin  E  Wood 

84,466 

792 

22,432 

4.98 

1.05 

24»/2 

Seattle,  Wash 

4.2 

G  Robert  Truex  Jr 

173,868 

501 

147,500 

2.80 

0.90 

47% 

St  Louis,  Mo 

55.0 

R  Hal  Dean 

350,000 

123 

13,960 

-1.61 

0.38 

5% 

-      New  York,  NY 

55.0 

Meshulam  Riklis 

965,866 

3 

16,985 

8.74 

none 

187 

Menio  Park,  Calif 

4.0 

Paul  M  Cook 

79,556 

796 

119,354 

4.69 

0.95 

46 

Lexington,  Mass 

52.7 

Thomas  L  Phillips 

277,886* 

234 

381,700 

1.40 

1.00 

19% 

New  York,  NY 

113.0 

Anthony  L  Conrad 

377,467 

96 

46,128 

3.20 

0.88 

18>/2 

Cleveland,  Ohio 

17.6 

Hugh  D  Luke 

255.000 

276 

25,879 

-6.30 

0.20 

6>/4 

New  York,  NY 

9.0 

Saul  Steinberg 

225,000 

357 

16,770 

5.15 

0.44 

18% 

New  York,  NY 

0.7 

Peter  White 

75,600 

801 

48,588 

4.01 

1.08 

28% 

Dallas,  Texas 

2.8 

James  W  Aston 

231,374 

338 

169,054 

4.46 

1.60 

27% 

Cleveland,  Ohio 

39.4 

William  J  De  Lancey 

289.292 

214 

26,157 

1.3i 

0.12 

73/4 

Los  Angeles,  Calif 

1.2 

John  R  McMillan 

114,284 

707 

74,090 

4.3S 

1.25 

751/4 

New  York,  NY 

19.5 

Michel  C  Bergerac 

416,628 

62 

34,293 

4.04 

1.16 

20% 

Milwaukee,  Wise 

13.3 

William  C  Messinger 

233,993 

331 

169,295 

7.39 

2.93 

61% 

Winston-Salem,  NC 

34.7 

Colin  Stokes 

395.000 

76 

132,629 

3.29 

1.00 

22% 

Richmond,  Va 

32.3 

#RichardS  Reynolds  Jr 

242.654 

312 

56,706 

1.89 

0.64 

24% 

Wilton,  Conn 

15.0 

John  S  Scott 

154.815 

547 

18,333 

1.08 

0.80 

10% 

Richmond,  Va 

6.5 

Warren  M  Pace 

113.000 

714 

15,644 

4.98   • 

2.20 

27% 

Washington,  DC 

1.9 

John  M  Christie 

111.587 

718 

59,306 

1.80 

0.30 

4274 

Akron,  Ohio 

15.3 

John  L  Tormey 

415,335 

63 

31,641 

1.02 

0.27 

11% 

Richmond,  Va 

4.8 

William  L  Zimmer  HI 

159,609 

536 

20,200 

2.96 

2.00 

23% 

Pittsburgh,  Pa 

122.8 

Robert  Anderson 

478,498 

34 

■ly,  bonus 

,  director's  fees. 

and  deferred  compensatic 

>n;  excludes  stock  options. 

#  New  CEO  in  1976. 

•  For  1974. 

ES,   MAY  15,    1976 


213 


The  Dimensions  of  American  Business:^ 


WHERE  THEY  RANK: 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

(1000) 

($000) 

($000) 

($000) 

426 

295 

176 

■ 

Rofim  &  Haas  (Dec) 

1,092,037 

1,046,046 

743,386 

22,977 

■ 

■ 

426 

■ 

Rollins  Inc  (June) 

145,231 

213,343 

277.760 

19,090 

■ 

■ 

429 

473        1 

I^^B                     Rorer-Amchem  (Dec) 

?26,35» 

276,684 

276,773 

29,083 

■ 

479 

■ 

-          1 

^^H                      Ryder  System  (Dec) 

667,755 

577,255 

121,647 

11,882 

347 

441 

288 

469        1 

W^m:                               Safeco  (Dec) 

1,374,674 

661,961 

483,146 

29,606 

295 

15 

101 

71 

Safeway  Stores  (Dec) 

1,574,674 

9,716,889 

1,173,423 

148,629 

■ 

410 

194 

180 

St  Joe  Minerals  (Dec) 

555,936 

729,380 

695,417 

81,667 

197 

310 

210 

280 

St  Paul  Companies  (Dec) 

2,155,922 

1,003,138 

647,418 

52,448 

339 

221 

166 

148 

St  Regis  Paper  (Dec) 

1,394,239 

1,394,754 

769,314 

95,913 

456 

■ 

■ 

■ 

San  Diego  Gas  &  Electric  (Dec) 

1,010,172 

374,252 

187,000 

25,720 

142 

215 

164 

119 

Santa  Fe  Industries  (Dec) 

2,844,109 

1,432,161 

778,238 

109,194 

■ 

■ 

■ 

476 

Santa  Fe  international  (Dec) 

488,522 

331,790 

202,230 

28,707 

■ 

384 

43 

84 

Sch^ng-Plougii  (Dec) 

767,594 

793,275 

2,840.908 

138,891 

■ 

341 

254 

452 

Jos  Sclilitz  Brewing  (Dec) 

670,235 

922,987 

555,830 

30.896 

268 

193 

21 

44 

Schlumberger  Limited  (Dec) 

1,715,669 

1,565,574 

4.349,860 

219,337 

■ 

244 

■ 

486 

SCM  (June) 

704,078 

1.287,454 

104,161 

27,886 

■ 

395 

■ 

■ 

Scot  Lad  Foods  (June) 

117,815 

770,741 

24,288 

7,126 

374 

261 

278 

224 

Scott  Paper  (Dec) 

1,284,669 

1,191,883 

505,659 

64,807 

153 

232 

413 

312 

Seaboard  Coast  Line  Industries  (Dec) 

2,670,525 

1,346.810 

300,156 

47,006 

73 

■ 

■ 

439 

Seafirst  (Dec) 

4,537,035 

354.122 

225,000 

31,734 

496 

419 

163 

183 

G  D  Searie  (Dec) 

897,813 

711.800 

782,068 

80,542 

16 

7 

6 

15 

ttSears,  Roebuck  and  Co  (Jan) 

16,711,944 

16.964.154 

10,226,217 

510,744 

480 

■ 

■ 

■ 

Security  New  York  State  Corp  (Dec) 

938,801 

72.422 

16,023 

4,205 

21 

268 

378 

222 

Security  Pacific  Corp  (Dec) 

14,873,821 

1,136,962 

340,659 

65,297 

■ 

■ 

■ 

388 

Sedco  (June) 

474,756 

226,76» 

223,672 

37,594 

■ 

■ 

374 

■ 

Seven-Up  (Dec) 

125,994 

213.623 

347,588 

20,340 

179 

■ 

■ 

■ 

Shawmut  Corp  (Dec) 

2,325,955 

169,663 

35,530 

1,938 

45 

17 

33 

14 

Shell  Oil  (Dec) 

7,010,753 

8,143,445 

3,365,663 

514,827       J 

■ 

357 

■ 

479 

Sherwin-Williams  (Aug) 

553,127 

866.853 

177,903 

28,588 

239 

132 

409 

374 

Signal  Companies  (Dec) 

1,866,823 

2,167,812 

303.641 

39.670 

■ 

■ 

493 

■ 

Signode  (Dec) 

272,208 

357,565 

231.904 

17,099 

254 

139 

■ 

■ 

Singer  (Dec) 

1.797,100 

2,060.500 

157,035 

-451,900       .35 

■ 

460 

■ 

■ 

Skaggs  Companies  (Dec) 

152,484 

625,688 

148,560 

13,231        1 

■ 

■ 

478 

417 

Smith  International  (Dec) 

261,759 

292,683 

241,395 

34,399        ^ 

■ 

470 

146 

230 

SmithKline  Corp  (Dec) 

580,128 

593,828 

876,917 

63.592        f 

■ 

■ 

397 

■ 

Snap-On  Tools  (Dec) 

141,464 

170,945 

311,136 

13,785       "1 

271 

■ 

■ 

■ 

Society  Corp  (Dec) 

1,703,989 

130,947 

36,630 

10,164        1 

457 

■ 

453 

383 

South  Carolina  Electric  &  Gas  (Dec) 

1,005,626 

321,131 

260,444 

38.422 

462 

■ 

■ 

■ 

South  Carolina  National  Corp  (Dec) 

1,000,228 

84,948 

49.644 

8,161 

124 

■ 

■ 

■ 

Southeast  Banking  Corporation  (Dec) 

3,249,908 

235,462 

118.228 

13.045 

383 

■ 

■ 

■ 

Southern  Bancorporation  of  Alabama  (Dec) 

1,226,803 

93,077 

63,700 

10,354 

69 

178 

133 

53 

Southern  California  Edison  (Dec) 

4,650,307 

1,668,015 

931,893 

186,662 

41 

143 

71 

38 

Southern  Company  (Dec) 

7,237,003 

1,998.912 

1,626,129 

238,169 

395 

459 

287 

213 

Southern  Natural  Resources  (Dec) 

1,189,619 

626,393 

485.299 

69,302 

388 

■ 

372 

327 

Southern  New  England  Telephone  (Dec) 

1,198,640 

479,978 

350,262 

44,935 

95 

181 

156 

198 

Southern  Pacific  (Dec) 

3,724,473 

1,647.317 

805,527 

74,932 

203 

359 

182 

188 

Southern  Raihvay  (Dec) 

2,111,823 

863,690 

728,868 

78,325 

■   Not  on  500  list. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1976. 

ft  Figures  Include  unconsolidated  subsidiaries. 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 


Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinaiy 

Price 

Corporate 

Employees 

Remuneration^ 

Among  820 

($000) 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

87,679 

1.80 

1.28 

58 

Philadelphia,  Pa 

19.2 

Vincent  L  Gregory  Jr 

318,643 

161 

26,539 

1.42 

0.29 

203/4 

Atlanta,  Ga 

10.0 

0  Wayne  Rollins 

180,000 

482 

35,579 

2.00 

0.91 

19 

Fort  Washington,  Pa 

4.5 

John  W  Eckman 

150.400 

569 

98,637 

0.84 

none 

9V« 

Miami,  Fla 

11.7 

Leslie  0  Barnes 

200,000 

426 

38,750 

2.27 

1.00 

37 

Seattle,  Wash 

7.8 

Gordon  H  Sweany 

152,437 

556 

236,706 

5.74 

1.90 

45»/4 

Oakland,  Calif 

127.0 

William  S  Mitchell 

234.765 

328 

114,548 

4.06 

1.18 

34>/2 

New  York,  NY 

11.6 

John  C  Duncan 

284,100 

224 

54,440 

2.50 

0.72 

3078 

St  Paul,  Minn 

7.8 

Carl  B  Drake  Jr 

164,694 

521 

149,499 

4.27 

1.43 

341/8 

New  York,  NY 

28.0 

George  J  Kneeland 

313,333 

173 

54,596 

0.97 

1.20 

11 

San  Diego,  Calif 

3.6 

Robert  E  Morris 

55,020 

814 

199,126 

4.23 

1.80 

303/8 

Chicago,  III 

36.8 

John  S  Reed 

200,000 

426 

71,445 

3.01 

0.30 

21>/8 

Orange,  Calif 

7.6 

Edfred  L  Shannon  Jr 

277,500 

235 

156,550 

2.57 

0.84 

525/8 

Kenilworth,  NJ 

16.0 

Willibald  H  Conzen 

475,000 

35 

56,197 

1.06 

0.68 

19»/8 

Milwaukee,  Wise 

7.4 

Robert  A  UihIeinJr 

235.000 

326 

319,808 

3.92 

0.60 

76 

New  York,  NY 

45.6 

Jean  Riboud 

403,917 

71 

60,941 

3.04 

0.50 

11% 

New  York,  NY 

26.3 

Paul  H  Elicker 

253,337 

284 

12,184 

1.77 

0.33 

6 

Lansing,  III 

5.1 

Walter  RSchaub 

146.680 

590 

122,983 

1.87 

0.68 

14% 

Philadelphia,  Pa 

20.1 

Charles  D  Dickey  Jr 

179,576 

486 

105,922 

3.23 

1.60 

20% 

Jacksonville,  Fla 

37.8 

W  Thomas  Rice 

213,280 

395 

37,655 

3.53 

1.03 

25 

Seattle,  Wash 

5.8 

William  M  Jenkins 

206,647 

410 

98,915 

1.56 

0.51 

15% 

Skokie,  III 

19.4 

Daniel  C  Searie 

209,625 

406 

.682,040 

3.23 

1.85 

64% 

Chicago,  III 

417.0 

Arthur  M  Wood 

401,080 

73 

5,429 

1.80 

1.08 

10% 

Rochester,  NY 

1.8 

Arthur  M  Richardson 

56,930* 

813 

80,834 

3.16 

1.40 

16% 

Los  Angeles,  Calif 

17.1 

Frederick  G  Larkin  Jr 

321,664 

157 

69,645 

3.69 

0.13 

21% 

Dallas,  Texas 

7.5 

B  Gill  Clements 

77,977 

799 

23,240 

1.88 

0.75 

32% 

St  Louis,  Mo 

1.6 

Ben  H  Wells 

187,975 

460 

4,602 

1.04 

3.00 

19 

Boston,  Mass 

3.7 

D  Thomas  Trigg 

100,000 

748 

,111.854 

7.59 

2.60 

49 

Houston,  Texas 

32.5 

#Harold  Bridges 

490,000 

30 

41.338 

5.11 

2.20 

33 

*     Cleveland,  Ohio 

20.9 

Walter  0  Spencer 

285,213 

220 

76.803 

1.82 

0.87 

15% 

Beverly  Hills,  Calif 

40.8 

Forrest  N  Shumway 

259,000 

270 

32.376 

2.36 

1.00 

32 

Glenview,  III 

5.8 

J  Thomas  Schanck 

103,055 

740 

356,500 

-27.68 

0.30 

9% 

New  York,  NY 

98.0 

Joseph  Flavin 

270,833 

254 

19.467 

1.78 

0.40 

20 

Salt  Lake  City,  Utah 

9.8 

Lennie  S  Skaggs 

139.399 

605 

45.858 

4.06 

0.30 

28% 

Newport  Beach.  Calif 

5.8 

Robert  L  Flynne 

144.000 

595 

75,575 

4.28 

2.00 

59 

Philadelphia,  Pa 

13.7 

Robert  F  Dee 

230,717 

339 

17.593 

1.42 

0.55 

32 

Kenosha,  Wise 

4.3 

Norman  E  Lutz 

132,317 

636 

12.697 

5.3J 

1.52 

22% 

Cleveland,  Ohio 

1.8 

#WalterFUnebergerJr 

12J,000 

677 

65.125 

2.09 

1.48 

16% 

Columbia.  SC 

2.6 

Arthur  M  Williams  Jr 

128.303 

653 

9.869 

2.26 

0.88 

14 

Columbia,  SC 

2.6 

John  H  Lumpkin 

124,307 

671 

16,773 

1.16 

0.77 

10% 

Miami.  Fla 

4.4 

Hany  H  Bassett 

174.511 

497 

12,447 

2.84 

1.09 

17% 

Birmingham,  Ala 

1.9 

GuyHCaffeyJr 

113.480 

710 

307.072 

3.07 

1.68 

19% 

Rosemead,  Calif 

12.9 

Jack  K  Horton 

195,745 

440 

418.967 

2.26 

1.40 

143/4 

Atlanta.  Ga 

20.7 

AlvinWVogtleJr 

182,662 

471 

130,874 

6.82. 

1.65 

48V4 

Birmingham.  Ala 

5.4 

John  S  Shaw  Jr 

242,675 

311 

117,712 

3.73 

2.84 

33 

New  Haven,  Conn 

13.1 

Alfred  W  Van  Sinderen 

128.930 

650 

203,671 

2.81 

2.24 

3OV4 

San  Francisco,  Calif 

43.3 

Benjamin  F  Biaggini 

221,300 

374 

141,225 

5.12 

2.12 

50% 

Washington,  DC 

20.3 

W  Graham  Claytor  Jr 

161,940 

530 

ilaiy,  bonus 

,  director's  fe«s. 

and  deferred  compensatio 

n;  excludes  stock  options. 

#  New  CEO  in  1976. 

•  For  1974. 
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Ibchnology:  Adam  Smitii 


In  177 6,  Adam  Smith 
wrote  The  Wealth  of 
Nations,  the  first  definitive 
treatise  on  a  free-market  eco 
nomic  system.  From  it  every 
schoolchild  learns  about  "laissez- 
faire"  :  the  principle  that  govern- 
ment should  adopt  a  "hands  off" 
attitude  toward  business.  / 

That  principle  brought  about  a  recip- 
rocal relationship  between  technology  and 
the  marketplace  that  has  been  the  motivat- 
ing force  behind  our  development. 

Technology,  directed  towards  real  needs, 
fostered  economic  growth.  And  economic 
growth  generated  capital  for  further  investment 
in  technology. 

But  a  parallel  relationship  between  govern- 
ment and  technology  has  also  developed.  Now 
we  realize  that,  if  it  continues,  technology's  fu- 
ture may  not  be  as  bright  as  its  past. 

The  two  marketplaces. 

There  are  two  marketplaces  in  our  economic 
world.  The  first  is  a  competitive  marketplace  in 
which  technology  has  always  enjoyed  a  human 
dimension.  People  have  wanted  a  better  way  of 
life,  and  industry  has  responded  with  the  work- 
aday technologies  and  new  products  to  make  it 


possible.  This  is  Adam 
Smith's  "invisible 
hand"  working  its 
magic  in  the  market- 
place, or  the  law 
of  supply  and  demand. 
For  the  past  35  years, 
however,  there  has 
been  a  second,  non- 
competitive, marketplace  for  which 
technology  has  worked  a  different  kind 
of  magic.  From  the  Manhattan  Project 
to  the  first  footsteps  on  the  moon  to  the 
energy  shortfall,  government  has  called  / 
on  technology  to  fill  its  needs,  its  wants.  But 
there  are  only  so  many  scientists,  engineers,  fac- 
tories, and  hours. 

The  second,  noncompetitive,  marketplace  has 
operated  at  the  expense  of  the  first. 

The  second  marketplace  has  moved  away 
from  the  workaday  technologies. 

Government  technology  tends  to  divert  resources k 
from  the  everyday  marketplace  problems  of  sup-le 
ply  and  demand.  It  operates  with  a  singleminded-jd 
ness  of  purpose  very  different  from  the  give-and-il{ 
take  technology  of  the  first  marketplace.  j 

Perhaps  it  works  too  well.  We  have  defendedio 
ourselves,  and  we  have  turned  science  fiction  intojc 


W^  believe  in  the  promise  of  technology. 


i 


A  misunderstanding  of  technol- 
ogy's role  in  man's  advancement 
can  only  diminish  its  ability  to 
provide  solutions.  Therefore, 
we're  sponsoring  a  series  of 
"white  papers"  to  foster  a 
clearer  understanding  of 
technology.  Excerpts  from 
number  six  are  published 
above.  For  the  complete 


text,  write  Gould  Inc.,  "Dialogue  on  Technology,"  Dept 
FB6,  at  the  address  below. 

Gould  is  an  electrical,  electronic  and  industrial  prod- 
ucts company,  committed  to  above-average  earnings 
growth  and  new  product  development.  Technology  is  im 
portant  to  us  because  we  put  it  to  work  in  products  lik< 
batteries,  instruments,  electric  motors  and  controls,  anc 
other  industrial  components.  For  a  copy  of  our  annvi 
report  write  Gould  Inc.,  "Annual  Report,"  Dept.  FB 
10  Gould  Center,  Rolling  Meadows,  Illinois  60008. 


Jncle  Sam  and  Big  Brother. 


;cience  fact.  As  a  result,  we  have  become  the 
vorld  leaders  in  high  technology. 

But  now  the  long-neglected,  everyday  prob- 
ems  of  the  first  marketplace  are  rearing  their 
leads:  energy,  communications,  mass  transit, 
iealth  and  raw  materials. 

The  needs  of  the  first  marketplace  are  becom- 
ng  first  priority  once  again. 

Pechnical  bureaucracy— 

in  ^invention"  in  the  way  of  invention. 

ust  when  we  need  all  the  free-wheeling  creativ- 
y  and  imagination  we  can  muster,  it  is  apparent 
hat  our  free  enterprise  system  isn't  quite  as  free 
s  it  once  was.  The  government  has  built  a  tech- 
nological launch  pad  from  which  all  projects, 
ieas  and  dollars  seemingly  must  spring. 

But  the  hard  task  of  creating  new  workaday 
£chnologies  is  not  the  same  as  single-goal 
rejects  like  splitting  the  atom  or  designing  a 
3cket. 

There  are  now  too  many  problems  and  too 
lany  technologies  to  be  centrally  controlled  — 
etter  gas  mileage,  oil-from-shale  removal 
themes,  electrochemical  advances  and  new 
ieas  in  metallurgy. 

The  great  workaday  technologies  of  the  past 
Duld  not  have  been  developed  on  that  basis, 
oday's  problems  can't  be  solved  that  way  either. 


Government  and  technology. 
Not  just  government  technology. 

Industry  needs  more  help  from  Uncle  Sam  and 
less  from  Big  Brother.  Incentives  to  compete  with 
federal  R&D  programs,  not  subsidies,  are  re- 
quired. Antitrust  policies  that  don't  break  up  our 
best  chances  for  discovery  must  be  initiated. 
Space  and  defense  technologies,  developed  at  the 
expense  of  the  workaday  technologies,  should  be 
made  more  available.  There  must  be  less  techno- 
logical intervention,  more  technological  freedom. 
Does  this  mean  government  must  withdraw 
from  research  and  development,  science  and 
technology?  No,  but  it  does  mean  government 
must  stop  dictating  their  direction. 

A  new  technological  laissez-faire. 

A  restoration  of  the  dynamic  relationship  be- 
tween technology  and  the  marketplace  is  required 
if  we  wish  to  solve  the  problems  at  hand  and 
continue  to  advance  our  material  well-being. 

The  purposeful  application  of  free-market 
forces— capital  investment,  technical  know-how, 
organizational  skill,  and  public  need— can  do  it. 

Let's  not  forget  how  we  got  where  we  are  to- 
day. Let's  put  the  magic  back  in  the  marketplace. 

Science  and  technology  can  solve  many 
problems.  If  they  don't,  what  else  will? 


GOULD 

The  product  development  company 


The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

1975 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

164 

332 

421 

Southland  Corp  (Dec) 

536,978 

1,787,928 

401,301 

34,319 

■ 

■ 

485 

■ 

Southland  Royalty  (Dec) 

99,445 

€8,258 

237,580 

20,814 

202 

■ 

■ 

■ 

Smithwest  Bancshares  (Dec) 

2,121,276' 

135,256 

79,300 

14,617 

306 

■ 

473 

484 

Southwestern  Life  Corp  (Dec) 

1,532,205 

297,805 

242,779 

28,108 

■ 

■ 

452 

497 

Soutiiwestem  Public  Service  (Aug) 

558,097 

168,215 

261,233 

27,294 

161 

79 

84 

90 

^terry  Rami  (Mar) 

2,533,121 

3.040,862 

1,359,738 

131,420 

■ 

■ 

282 

401 

Square  D  (Dec) 

312,093 

460.364 

499,926 

35.857 

400 

279 

77 

142 

Squibb  Corp  (Dec) 

1,169,023 

1.111.028 

1,484,313 

98,170 

■ 

392 

425 

289 

A  E  Staiey  Manufacturing  (Sept) 

347,951 

776.789 

279.084 

50,362 

474 

160 

120 

217 

Standard  Brands  (Dec) 

947,265 

1.799.895 

1,004,959 

66,895 

23 

8 

17 

8 

Standard  Oil  Calif  (Dec) 

12,892,284 

16.822,077 

4,983,381 

772,509 

31 

14 

12 

7 

Standard  Oil  Indiana  (Dec) 

9,854,099 

9,955,248 

6.244,776 

786,987 

81 

102 

46 

97 

Standard  Oil  Ohio  (Dec) 

4,220,443 

2.484.161 

2,637,533 

126,556 

242 

■ 

■ 

■ 

State  Street  Boston  Financial  Corp  (Dec) 

1,854,978 

152,090 

45,600 

6,287 

470 

329 

138 

140 

Stauffer  Chemical  (Dec) 

966,696 

949,836 

919.190 

98,705 

■ 

327 

109 

179 

Sterling  Drug  (Dec) 

736,389 

957,146 

1.103,885 

82,099 

■ 

275 

■ 

■ 

J  P  Stevens  (Oct) 

755,586 

1,122,974 

212.357 

19,898 

■ 

230 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

298,601 

1,359,776 

65,865 

14,513 

■ 

290 

■ 

453 

Studebaker-Worthington  (Dec) 

883,643 

1,067,156 

126.945 

30,756 

487 

■ 

■ 

■ 

Suburban  Bancorp  (Dec) 

926,290 

68,242 

65.313 

10,583 

272 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

1,702,422 

124,820 

80.624 

5,713 

79 

51 

98 

43 

*'Sun  Company  (Dec) 

4,383,519 

4,389,129 

1.189.626 

220,054 

■ 

363 

415 

■ 

Sunbeam  (Mar) 

606,953 

852,726 

297.597 

23,071 

■ 

157 

■ 

■ 

Super  Valu  Stores  (Feb) 

238,393 

1,823,012 

114,407 

14.340 

■ 

■ 

206 

282 

Superior  Oil  (Dec) 

886,782 

382,149 

655,635 

51,926 

■ 

198 

■ 

■ 

Supermarkets  General  (Jan) 

309,590 

1,550,408 

44,633 

7.782 

■ 

495 

■ 

■ 

Sybron  (Dec) 

444,517 

557,740 

166,141 

25,385      1 

■ 

■ 

466 

475 

Tampa  Electric  (Dec) 

767,087 

254,857 

248,695 

28,808 

■ 

■ 

322 

432 

Tampax  (Dec) 

130,590 

141,313 

423,113 

32,201 

4 

■ 

412 

293 

413 

Tandy  (June) 

414,614 

724,488 

471,293 

34,596      < 

■ 

■ 

341 

■ 

Tektronix  (May) 

306,616 

336,645 

393.913 

26,329 

178 

105 

411 

116 

ttTeledyne  (Dec) 

2.330,810 

2,472,975 

301,164 

111,141 

47 

30 

55 

22 

Tenneco  (Dec) 

6,584,204 

5.599,709 

2,156,665 

342.936 

349 

■ 

■ 

■ 

Tennessee  Valley  Bancorp  (Dec) 

1,363,917 

110,499 

48,057 

7,608 

■ 

374 

■ 

348 

Tesoro  Petroleum  (Sept) 

589,713 

815,785 

143,454 

42,926 

15 

4 

11 

5 

Texaco  (Dec) 

17,262,448 

24.507.454 

6,344,583 

830,583 

298 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) 

1.570,388 

109,634 

56,320 

11,753 

74 

■ 

348 

409 

Texas  Commerce  Bancshares  (Dec) 

4,523,524 

277.842 

388,574 

35,040 

150 

237 

192 

112 

Texas  Eastern  (Dec) 

2,725,653 

1,312.033 

704,377 

114,024 

■ 

422 

457 

343 

Texas  Gas  Transmission  (Dec) 

874,073 

708,720 

257,485 

43,376 

485 

228 

53 

237 

Texas  instruments  (Dec) 

933,619 

1,367,621 

2,172,144 

62,142 

■ 

■ 

455 

371 

Texas  Oil  &  Gas  (Aug) 

438,740 

250,106 

259,621 

40,112 

125 

350 

94 

101 

Texas  Utilities  (Dec) 

3,247.691 

888,736 

1,252,500 

120,976 

403 

■ 

148 

126 

Texasgulf  (Dec) 

1,155.738 

444,645 

858,844 

103,224 

331 

106 

235 

146 

Textron  (Dec) 

1.433.334 

2,459,060 

599,765 

95.955 

352 

■ 

■ 

■ 

H^^B          Third  National  Corp  (Dec) 
^^^^^               Thomas  &  Betb  (Dec) 

1,346,554 

106,494 

35,790 

3,019 

■ 

■ 

459 

■ 

98,722 

111,002 

256,912 

13,264 

■   Not  on  ! 
All  p«r-shai 
tt  Figures 

500  list,                                                                                                                             15)  Formerly  Sun  Oil. 
re  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976. 
include  unconsolidated  subsidiaries. 
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Roster  of  the  U.S/s  Biggest  Corporations 


I 


PER  SHARE  DATA:  1975 


Earnings 

Cash           Before  Market 

Flow       Extraordinaiy  Price 

(1000)           Items       Dividends  (Dec  31) 


Number  of 

Corporate  Employees 

Headquarters         (thousands) 


Chief  Executive 


His  Total  Ranic 

Remuneration^    Among  820 
($)  Others 


64,533 
28,305 
16,700 
28,108 
42,187 


1.91 
3.52 
2.40 
2.72 
1.16 


0.39 
0.96 
0.96 
0.94 
0.92 


221/4 
40»/, 
13 
23>/2 

12»/8 


Dallas.  Texas 

Fort  Worth,  Texas 

Houston,  Texas 

Dallas,  Texas 

Amarillo,  Texas 


28.6 
0.1 
1.9 
1.1 
1.9 


John  P  Thompson  300,590  193 

I  Jon  Brumley  81,307  793 

AylmerGMcNeeseJr  205,075  414 

William  H  Seay  151,998  559 

RoyTolk  95,600  764 


3.81 
1.50 
2.18 
4.73 
2.40 


0.76 
1.10 
0.86 
0.68 
1.07 


39V« 

21 

33V4 

26 

36V« 


New  York,  NY 
Park  Ridge,  III 
New  York,  NY 
Decatur,  III 
New  York,  NY 


93.0 
16.0 
34.0 
3.8 
20.6 


J  Paul  Lyet  372,593  103 

Mitchell  P  Kartalia  265,000  262 

Richard  M  Furiaud  383,990  87 

Donald  E  Nordlund  252.917  286 

Henry  Weigl  326,667  149 


4.55 
5.36 
3.42 
2.75 
9.70 


2.00 
2.00 
1.36 
2.40 
2.30 


293/8 

425/8 
685/8 

20 
85 


San  Francisco,  Calif  38.8 

Chicago,  III  46.8 

Cleveland.  Ohio  20.6 

Boston.  Mass  3.0 

Westport.  Conn  13.1 


Harold  J  Haynes  467,916  36 

John  E  Swearingen  517,134  25 

Charles  ESpahr  412,624  64 

William  S  Edgerty  120,000  688 

H  Barclay  Moriey  250,333  293 


1.39 
1.71 
3.68 
8.41 
2.53 


0.70 
0.90 
0.82 
1.32 
1.20 


185/8 

I8V4 
16% 
393^ 

155/8 


New  York,  NY 
New  York,  NY 
Boston.  Mass 
New  York.  NY 
Hyattsvilie.  Md 


26.7 
44.4 
24.1 
22.9 
1.5 


W  Clarke  Wescoe  231,560  335 

James  D  Finley  235,556  324 

Sidney  R  Rabb  212.085  398 

Derald  H  Ruttenberg  317,198*  163 

Robert  FTardio  98,862  755 


8,195 

0.58 

0.60 

W, 

Orlando,  Fla 

3.0 

Richard  F  Livingston 

78.000 

798 

503,606 

4.20 

0.94 

27V4 

St  Davids,  Pa 

27.8 

H  Robert  Sharbaugh 

314,924 

168 

38,050 

1.62 

1.00 

203/4 

Chicago.  Ill 

25.1 

Robert  P  Gwinn 

200,000 

426 

22,207 

3.60 

1.00 

253/4 

Hopkins,  Minn 

9.5 

Jack  J  Crocker 

184,974 

467 

102.497 

12.94 

1.60 

1631/2 

Houston,  Texas 

3.3 

Howard  B  Keck 

406,952* 

69 

20.336 

0.93 

0.20 

5y2 

Woodbridge,  NJ 

26.0 

Milton  Perlmutter 

140,160 

602 

35,140 

2.09 

0.78 

16% 

Rochester.  NY 

16.5 

William  G  Vonberg 

162,000 

529 

48,715 

1.95 

1.00 

173/4 

Tampa.  Fla 

2.4 

HughLCulbreath 

86,800 

786 

34,839 

2.85 

1.85 

37^/2 

Lake  Success.  NY 

2.4 

Thomas  F  Casey 

120,425 

683 

44,922 

1.91 

none 

26>/4 

Fort  Worth,  Texas 

16.0 

Charles  D  Tandy 

338,000 

139 

36,061 

3.04 

0.22 

447, 

Beaverton,  Ore 

12.7 

Earl  Wantland 

102,282 

743 

163,330 

6.47 

none 

2iy2 

Los  Angeles.  Calif 

45.4 

Henry  E  Singleton 

350.000 

123 

678.624 

4.15 

1.68 

263/4 

Houston.  Texas 

78.4 

Wilton  E  Scott 

575,291 

14 

9,018 

1.94 

0.80 

12V4 

Nashville,  Tenn 

1.7 

William  F  Earthman 

127,997 

656 

63,763 

4.04 

0.40 

133/4 

San  Antonio,  Texas 

4.0 

Robert  V  West  Jr 

197.611 

438 

,623.846 

3.06 

2.00 

233/8 

NewYor1t.NY 

75.2 

Maurice  F  Granville 

671.657 

6 

14.832 

2.87 

0.68 

133/4 

Fort  Worth.  Texas 

1.6 

Lewis  H  Bond 

142.811 

598 

40,372 

3.09 

0.90 

34>/2 

Houston.  Texas 

3.2 

Ben  F  Love 

214,770 

392 

223,110 

4.38 

1.70 

287, 

Houston.  Texas 

5.0 

George  F  Kirby 

232.004 

332 

100,162 

4.39 

1.85 

283/4 

Owensboro.  Ky 

7.8 

William  M  Elmer 

225,323 

356 

|l54,417 

2.71 

1.00 

943/4 

Dallas.  Texas 

56.7 

Mark  Shepherd  Jr 

183.449 

470 

59,064 

2.05 

0.01 

1374 

Dallas,  Texas 

1.1 

#LouisABeecherlJr 

145.000 

592 

215,741 

2.02 

1.22 

20% 

Dallas,  Texas 

9.9 

T  Louis  Austin  Jr 

156,100 

544 

132,242 

3.37 

« 

1.20 

28 

New  York,  NY 

4.9 

Charles  F  Fogarty 

295,037 

203 

149,128 

2.58 

1.10 

201/8 

Providence,  Rl 

64.2 

G  William  Miller 

310,853 

178 

5,504 

1.27 

1.00 

15 

Nashville,  Tenn 

1.6 

#John  W  Clay 

90,172 

779 

17,022 

1.73 

0.73 

331/2 

Elizabeth,  NJ 

2.1 

J  David  Parkinson 

133,351 

631 

lary,  bonus,  diractor't  fMs,  and  deferrwi  compensation;  excludes  stock  options. 


•  Fof  1974. 

#  New  CEO  in  1976. 
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The  Dimensions  of  American  Business: 


WHERE  THEY  RANK: 

1975 

_A           .      . 

Assets 

Sales 

Market  Value 
of  Common 

Market 

Net 

'■r 

Net  Profits 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

(1000) 

($000) 

($000) 

($000) 

415 

■ 

■ 

■ 

Tiger  International  (Dec) 

1,128,214 

389,945 

170,981 

18,502 

■ 

344 

217 

326 

1^^ 

Time  Inc  (Dec) 

759,814 

910,659 

627,312 

45,051 

■ 

379 

221 

309 

i^^^B 

Times  Mirror  (Dec) 

642,383  < 

799,482 

621,175 

47.240 

■ 

376 

328 

241 

I^^hI' 

Timken  (Dec) 

655,208 

804,491 

412,809 

61.323 

■ 

■ 

488 

406 

^^H 

Toledo  Edison  (Dec) 

759,044 

191,564 

235,463 

35.382 

338 

478 

391 

■ 

Trans  Union  Corp  (Dec) 

1,396,184 

578,826 

316.948 

16.845 

232 

93 

■ 

■ 

Trans  World  Airlines  (Dec) 

1,929,450 

2,640,125 

101.828 

-86,279 

64 

110 

263 

205 

Transamerica  (Dec) 

4,896,259 

2.404,677 

543.973 

72,142 

266 

466 

■ 

328 

Transco  Companies  (Dec) 

1,717,552 

801.284 

186.737 

44,833 

399 

■ 

■ 

■ 

Transohio  Financial  (Dec) 

1,172,346 

88,083 

28.194 

7,105 

27 

33 

112 

136 

Travelers  (Dec) 

11,240,057 

5,343,231 

1.079.244 

100,400 

■ 

■ 

486 

■ 

Tropicana  Products  (Aug) 

106,951 

162,556 

237.249 

12,784 

267 

■ 

■ 

■ 

Trust  Company  of  Georgia  (Dec) 

1,716,079 

140,918 

97.650 

622 

274 

96 

177 

125 

TRW  (Dec) 

1,686,465 

2,585,683 

742,014 

103,899 

■ 

■ 

■ 

493 

Tucson  6as  &  Electric  (Dec) 

599,982 

166.833 

193,050 

27,640 

■ 

396 

■ 

■ 

Turner  Construction  (Dec) 

112,085 

769,490 

16,864 

3,493 

152 

109 

196 

■ 

UAL  (Dec) 

2,685,749 

2,409,870 

694,308 

-5,311 

88 

■ 

■ 

■ 

Union  Bancorp  (Dec) 

4,025,012 

256,053 

98,830 

12,276 

■ 

366 

111 

158 

Union  Camp  (Dec) 

826,132 

835,931 

1,081,581 

88,731 

56 

29 

29 

18 

Unwn  Carbide  (Dec) 

5,740,800 

5,665.000 

3.749,163 

381,700 

309 

■ 

■ 

■ 

Union  Commerce  Corp  (Dec) 

1,519,960 

114,298 

22.632 

-3,728 

196 

477 

261 

170 

Union  Electric  (Dec) 

2,162,312 

583,455 

544.938 

86,035 

475 

■ 

■ 

■ 

Union  National  Bank  (Dec) 

946,636 

64,037 

60,000 

8,014 

92 

37 

87 

39 

Union  Oil  Company  of  California  (Dec) 

3,776,124 

5,086,427 

1,329.448 

232.754 

113 

167 

64 

72 

Union  Pacific  Corp  (Dec) 

3,418,248 

1,755.309 

1,802,918 

148,620 

464 

■ 

■ 

■ 

Union  Planters  Corp  (Dec) 

988,364 

73,008 

22,265 

-2.750 

500 

■ 

■ 

■ 

Union  Trust  Bancorp  (Dec) 

892,088 

67.276 

39,232 

8.778 

288 

128 

■ 

■ 

Uniroyal  (Dec) 

1,605,869 

2,187,645 

209.168 

23.041 

322 

■ 

■ 

■ 

UnHed  Bank  Corp  of  New  York  (Dec) 

1.471,727 

96,374 

93.4«3 

16,337 

369 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

1,292,053 

105,697 

47,883 

8,369 

428 

129 

■ 

■ 

^. 

United  Brands  (Dec) 

1,088,700 

2,186,525 

56,600 

10,068 

257 

■ 

■ 

■ 

United  Financial  Corp  of  (^lifomia  (Dec) 

1,781,949 

130,410 

36,810 

8,800 

■ 

352 

■ 

397 

United  Gas  Pipe  Line  (Dec) 

652,674 

884,227 

141,672 

36,512 

244 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

1,845,643 

129,937 

53.049 

8,357 

441 

319 

■ 

■ 

United  Merchants  &  Manufacturers  (June) 

1,055,689 

978.083 

84,218 

-18,467 

440 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

1,056,088 

59,854 

47.538 

8,088 

136 

■ 

■ 

■ 

U  S  Bancorp  (Dec) 

3,105,208 

222.575 

152,906 

24,958 

213 

284 

262 

368 

U  S  Hdelity  &  Guaranty  (Dec) 

2,028,565 

1,085,992 

544,602 

40,411 

■ 

371 

430 

456 

^^^^^^K 

United  States  Gypsum  (Dec) 

760,595 

820,426 

276,391 

30.456 

479 

233 

■ 

■ 

im 

U  S  Industries  (Dec) 

941,646 

1,341.616 

118,594 

10.479 

37 

16 

32 

13 

United  States  Steel  (Dec) 

8,148.174 

8,167,269 

3,526.705 

559.614 

■ 

■ 

■ 

258 

United  States  Sugar  (Oct) 

202,716 

191,768 

142.158 

56,%2 

151 

55 

248 

105 

K 

United  Technologies  (Dec) 

2,701,311 

3,877,772 

563,874 

117.490 

160 

323 

198 

154 

^m 

United  Telecommunications  (Dec) 

2,551,702 

967,600 

686,807 

91.258 

165 

■ 

■ 

■ 

^m 

United  Virginia  Bankshares  (Dec) 

2,450,248 

194,132 

70,193 

12,148 

■ 

402 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

237.198 

760.467 

87,575 

13,992 

■   Not  on 

500  list. 

. 

All  per-share  data  adjusted  for  stock  splits 

and  dividends  through  May  15,  1976. 

,^^^^ 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 

Earnings 

Cash 

Before 

Market 

Number  of 

His  Total 

Rank 

Flow 

Extraordinary 

Price 

Corporate 

Employees 

Remuneration} 

Among  820 

($000) 

Items 

Dividends 

(Dec  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

63,710 

1.46 

0.40 

133/4 

Los  Angeles,  Calif 

4.4 

Wayne  M  Hoffman 

276,707 

236 

70,594 

4.52 

2.00 

623/4 

New  York,  NY 

12.1 

Andrew  Heiskell 

290,500 

209 

78,694 

1.40 

0.50 

18'/2 

Los  Angeles,  Calif 

16.1 

Franklin  D  Murphy 

244,025 

307 

95,214 

5.49 

2.10 

37 

Canton,  Ohio 

22.6 

Herbert  E  Markley 

373,558 

102 

49,687 

3.29 

2.03 

243/8 

Toledo,  Ohio 

1.9 

John  P  Williamson 

95.759 

763 

60,117 

1.63 

1.58 

291/2 

Lincolnshire,  III 

10.7 

Jerome  W  Van  Gorkom 

288,562 

216 

41,877 

-6.68 

none 

IVi 

New  York,  NY 

78.6 

ChariesCTitllnghastJr 

182,355 

474 

107,815 

1.11 

0.60 

83/8 

San  Francisco,  Calif 

25.2 

John  R  Beckett 

271,650 

249 

130,909 

2.01 

0.80 

83/8 

Houston,  Texas 

1.8 

William  J  Bowen 

180,499 

480 

7,743 

1.71 

0.20 

678 

Cleveland,  Ohio 

0.5 

Warner  B  Bishop 

153,510 

553 

100,400 

2.26 

1.08 

25»/8 

Hartford,  Conn 

28.6 

Morrison  H  Beach 

247,830 

301 

18,544 

1.36 

0.20 

25V4 

Bradenton,  Pa 

2.4 

Anthony  T  Rossi 

113,434 

711 

4,403 

0.14 

1.20 

22»/2 

Atlanta,  Ga 

2.8 

Augustus  H  Sterne 

124,995 

668 

173,799 

3.08 

1.20 

27 

Cleveland,  Ohio 

82.8 

Horace  A  Shepard 

351,400 

117 

44,148 

1.70 

0.96 

123/8 

Tucson,  Ariz 

1.3 

J  Luther  Davis 

76,759 

800 

3,775 

3.32 

1.29 

16 

New  York,  NY 

1.3 

Howard  S  Turner 

236,000 

321 

186,353 

-0.24 

0.60 

283^ 

Chicago,  III 

66.4 

Edward  E  Carlson 

200,781 

423 

13,935 

1.06 

0.84 

SVi 

Los  Angeles,  Calif 

3.1 

HanyJVolk 

200,454 

424 

127,557 

5.87 

2.00 

7iy2 

Wayne,  NJ 

14.1 

Alexander  Calder  Jr 

271,000 

252 

651,500 

6.23 

2.40 

6iy, 

New  York,  NY 

106.5 

FPeny  Wilson 

301,638 

192 

,  -1,970 

-1.20 

1.00 

6 

Cleveland,  Ohio 

1.2 

Joseph  0  Coakley 

143,100 

597 

142,906 

1.78 

1.28 

133/8 

St  Louis,  Mo 

6.5 

Charles  J  Dougherty 

160,000 

533 

9,361 

2.67 

1.20 

20 

Pittsburgh,  Pa 

1.6 

Richard  D  Edwards 

63,055 

812 

642,944 

6.81 

1.98 

411/8 

Los  Angeles,  Calif 

15.7 

Fred  L  Hartley 

436,382 

52 

279,399 

6.42 

2.80 

77% 

New  York,  NY 

27.8 

Frank  E  Bamett 

394,600 

78 

-1.295 

-0.90 

0.20 

7»/4 

Memphis,  Tenn 

1.6 

William  M  Matthews  Jr 

101,500 

745 

10,128 

3.58 

1.38 

16 

Baltimore,  Md 

1.7 

J  Stevenson  Peck 

94,019 

770 

91,999 

0.68 

0.65 

7% 

*       New  York,  NY 

55.5 

David  Beretta 

154,500 

548 

18,127 

2.94 

1.37 

17 

Albany,  NY 

1.9 

Peter  D  Kiernan 

125,817 

658 

11,945 

2.64 

1.20 

14% 

Denver,  Colo 

2.2 

Neil  F  Roberts 

117,260 

700 

42,382 

0.74 

none 

5V4 

Boston,  Mass 

48.0 

Wallace  W  Booth 

168,347 

513 

10,205 

1.40 

0.20 

6 

San  Francisco,  Calif 

0.8 

Anthony  M  Frank 

122,805 

680 

68,079 

3.79 

0.66 

14% 

Houston,  Texas 

2.1 

J  Hugh  Roff  Jr 

158,550 

538 

10,963 

1.56 

1.04 

9% 

Princeton,  NJ 

2.5 

Edward  A  Jesser  Jr 

149,611 

584 

-1,355 

-3.12 

0.95 

14V4 

New  York,  NY 

32.0 

Martin  J  Schwab 

150,000 

571 

9,618 

3.51 

1.19 

203/4 

Kansas  City,  Mo 

1.4 

R  Crosby  Kemper 

9<.,019 

762 

28,792 

2.80 

0.91 

17V4 

Portland.  Ore 

4.5 

John  A  Elorriaga 

160,417 

532 

43,288 

2.47 

2.48 

33»/4 

Baltimore,  Md 

7.7 

Williford  Gragg 

150,450 

568 

59,807 

1.65 

1.60 

16% 

Chicago,  III 

18.5 

Graham  J  Morgan 

255,290 

275 

38,445 

0.20 

0.20 

33/4 

New  York,  NY 

35.1 

i  John  Billera 

239,117 

318 

156,834 

10.33 

2.80 

65 

Pittsburgh,  Pa 

172.8 

Edgar  B  Speer 

422,000 

59 

61,599 

23.24 

4.10 

58 

Clewiston,  Fla 

2.3 

John  B  Boy 

222,500 

369 

!00,138 

7.78 

• 

2.00 

46% 

Hartford,  Conn 

138.1 

Hany  J  Gray 

569,062 

15 

28,057 

1.67 

1.10 

14y4 

Westwood,  Kan 

27.5 

Paul  H  Henson 

170,497 

510 

16,064 

2.27 

1.12 

13% 

Richmond,  Va 

4.5 

Kenneth  A  Randall 

162,614 

528 

19,014 

2.97 

1.03 

18% 

Richmond,  Va 

12.5 

Gordon  L  Crenshaw 

171,583 

508 

■ry,  bonus,  diractor't  fees,  end  deferrod  compensation;  excludos  stock  options. 
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The  Dfrnensions  of  American  Business: 


WHERE  THEY  RANK: 

- A 

1975 

Assets 

Sales 

Mari(et  Value 
of  Common 

r 

Market 

Net    '*''^-* 

Net  Profits 

Assets 

Sales 

Value 

Proms 

Compaiqr  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($000) 

■ 

461 

■ 

■ 

UOP  (Dec) 

440.935 

615,046 

116,235 

-34,868 

■ 

348 

93 

218 

Upjohn  (Dec) 

874.241 

890,771 

1,254,088 

66,747 

227 

■ 

469 

292 

USUFE  (Dec) 

1,950,901  , 

463,137 

246,606 

49,795 

■ 

431 

■ 

■ 

USM  (Dec) 

538.990 

678,946 

101,341 

10,174 

446 

426 

78 

86 

Utah  International  (Oct) 

1.045,636 

686,258 

1,482,474 

135,390 

469 

■ 

433 

377 

Utah  Power  &  Ught  (Dec) 

967,711 

212,440 

275,715 

39,181 

123 

■ 

■ 

■ 

Valley  National  Bank  of  Arizona  (Dec) 

3,276,840 

231,832 

149,259 

18,137 

■ 

■ 

481 

■ 

VF  Corp  (Dec) 

233,662 

397,708 

240,685 

26,456 

91 

298 

136 

68 

Wrginia  Electric  &  Power  (Dec) 

3,871,808 

1,033,336 

926,008 

154,732 

243 

■ 

■ 

■ 

Virginia  National  Bankshares  (Dec) 

1,847,604 

149,308 

66,449 

11,482 

■ 

304 

■ 

■ 

Vornado  (Jan) 

381,672 

1,017,525 

25.974 

5,902 

■ 

■ 

■ 

491 

Vulcan  Materials  (Dec) 

325,757 

360,023 

170,495 

27,742 

106 

■ 

■ 

392 

Wachovia  (k>rp  (Dec) 

3,518,949 

255,386 

203,689 

37,054 

■ 

427 

■ 

■ 

Waldbaum  (Dec) 

88,863 

685,336 

16,463 

6.577 

■ 

286 

■ 

■ 

Walgreen  (Aug) 

292,496 

1,079,144 

81,377 

9.849 

■ 

437 

491 

■ 

Warner  Communications  (Dec) 

804,209 

669,774 

234,034 

9.118 

251 

131 

41 

63 

Warner-Lambert  (Dec) 

1,808,249 

2,172,271 

2,864,349 

163.899 

494 

■ 

■ 

■ 

Washington  National  Corp  (Dec) 

912,777 

415,080 

66,360 

15,232 

26 

333 

399 

260 

Wells  Fargo  (Dec) 

12,362,231 

937,910 

310,419 

56,791 

14 

231 

317 

193 

Western  Bancorporation  (Dec) 

18,712,882 

1,355,850 

432,318 

76,441 

430 

■ 

■ 

■ 

Western  Financial  (Dec) 

1,085,765 

81,776 

12,973 

3,711 

313 

484 

■ 

435 

Western  Union  (Dec) 

1,512,611 

569,272 

223,344 

32,050 

66 

27 

103 

61 

Westinghouse  Electric  (Dec) 

4,866,286 

5,862,747 

1,164,668 

165,224 

■ 

■ 

439 

246 

Westmoreland  Coal  (Dec) 

213,713 

477,627 

271,095 

60,172 

■ 

382 

367 

378 

Westvaco  (Oct) 

719,501 

797,455 

358,265 

39,090 

■ 

415 

■ 

■ 

Wetterau  (Mar) 

121.087 

719,590 

81,496 

8,705 

109 

97 

20 

51 

tfWeyerhaeuser  (Dec) 

3,479,927 

2,574,387 

4,717,622 

191,886 

■ 

369 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

675,537 

826,732 

62,033 

563 

■ 

209 

131 

251 

Whiripooi  (Dec) 

764,939 

1,467,566 

938,210 

58,853 

■ 

255 

■ 

314 

White  Consolidated  Industries  (Dec) 

848,192 

1,229,852 

208,838 

46,878 

■ 

256 

■ 

■ 

White  Motor  (Dec) 

726.491 

1,228,678 

60,881 

-69,374 

377 

■ 

■ 

■ 

Whitney  Holding  Corp  (Dec) 

1,262,688 

77,681 

108,979 

14,626 

■ 

440 

■ 

■ 

Whittaker  (Oct) 

508,907 

663,324 

62,988 

3,005 

■ 

277 

■ 

■ 

Wickes  (Jan) 

503,224 

1,115,140 

90,743 

-19,439 

■ 

■ 

400 

420 

Willamette  industries  (Dec) 

396,461 

434,573 

310,171 

34,322 

310 

353 

222 

99 

Williams  Companies  (Dec) 

1,519,888 

881,899 

620,176 

123,794 

■ 

82 

160 

265 

Winn-Dixie  Stores  (June) 

445,514 

2,962,165 

795,026 

55,552 

390 

■ 

290 

298 

Wisconsin  Electric  Power  (Dec) 

1,196,368 

506,568 

478,906 

49,011 

194 

50 

216 

137 

F  W  Woolworth  (Jan) 

2,173,086 

4,650,290 

631,928 

99,519      1 

■ 

■ 

428 

495 

Wm  Wrigley  Jr  (Dec) 

214,614 

340,497 

277,066 

27,485 

77 

54 

25 

35 

Xerox  (Dec) 

4,455,649 

4,053,760 

4,048,276 

244,307 

■ 

■ 

283 

^m 

^^           Yellow  Freight  System  (Dec) 

220,014 

417,484 

498,750 

24,299 

■ 

468 

447 

463       ^M 

H|                                  Zaie  (Mar) 

450,758 

600,225 

264,839 

30,141 

■ 

■ 

■ 

461       ^H 

^B                             Zapata  (Sept) 

797,604 

350,785 

75,450 

30.292 

■ 

285 

■ 

■     ■ 

^H                                  Zayre  (Jan) 

334,082 

1,084,011 

29,490 

4.940 

■ 

347 

307 

-     ■ 

Hp                       Zenith  Radio  (Dec) 

491,581 

900,507 

444,079 

25,963 

4fl 

■   Not  on  500  list.                                                                                                                                                                                                                                                      M 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1976.                                                                                                                                                       S 

"' -—                                                                                                     1 
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Roster  of  the  U.S/s  Biggest  Corporations 


PER  SHARE  DATA:  1975 

Earnincs 

Cash 

Befort 

Maritet 

Number  of 

His  Total 

Rank 

Flow 

Extraordinaiy 

Price 

(Corporate 

Employees 

Remuneration!: 

Among  820 

($000) 

Items 

Dividends 

(Dec  31) 

Headquarters 

(thousands) 

Chief  Executive 

($) 

Others 

-19.520 

-3.19 

0.68 

loy. 

Des  Plaines,  III 

11.0 

James  V  Crawford 

150,000 

571 

89,695 

2.26 

0.96 

423^ 

Kalamazoo,  Mich 

17.6 

RayTParietJr 

235.846 

322 

52,751 

2.23 

0.31 

llVz 

New  York,  NY 

3.7 

Gordon  E  Crosby  Jr 

242.884 

310 

32,474 

2.02 

1.15 

241/4 

Boston.  Mass 

22.2 

William  S  Brewster 

151.838 

561 

184.077 

4.29 

1.00 

47 

San  Francisco,  Calif 

5.2 

Edmund  W  Uttlefield 

424.570 

57 

58,719 

3.42 

2.36 

271/2 

Salt  Lake  City,  Utah 

2.6 

E  Allan  Hunter 

93,859 

771 

23,613 

2.04 

0.81 

16% 

Phoenix,  Ariz 

4.8 

Gilbert  F  Bradley 

133.920 

629 

32,398 

2.71 

1.03 

24% 

Wyomissing,  Pa 

19.0 

Donald  F  Hoopes 

275.000 

239 

244,537 

1.95 

1.18 

133/« 

Richmond,  Va 

8.1 

John  M  McGurn 

136.126 

619 

14,945 

2.55 

1.20 

143/« 

Norfolk,  Va 

3.5 

W  Wright  Harrison 

136.093 

620 

19,101 

1.06 

none 

4'/, 

Garfield,  NJ 

20.0 

Frederick  Zissu 

175,000 

494 

51,016 

4.87 

1.80 

3oy2 

Birmingham,  Ala 

5.5 

Bernard  A  Monaghan 

264,626 

263 

41,141 

2.51 

0.76 

18»/8 

Winston-Salem,  NC 

8.0 

John  F  Watlington  Jr 

291,668 

208 

11,804 

2.99 

none 

7y2 

Central  Islip,  NY 

3.0 

Ira  Waldbaum 

151,000 

564 

18,273 

1.49 

1.00 

121/4 

Deerfield,  III 

29.9 

Charles  R  Walgreen  III 

135,191 

622 

29,016 

0.47 

0.45 

173/4 

New  York,  NY 

5.1 

Steven  J  Ross 

487,320 

31 

202,061 

2.08 

0.90 

363^ 

Morris  Plains,  NJ 

57.5 

E  Burke  Giblin 

381,350 

92 

18,704 

2.17 

0.80 

lOVz 

Evanston,  III 

3.6 

#G  Preston  Kendall  Sr 

112,827 

715 

66,270 

2.83 

0.96 

151/2 

San  Francisco,  Calif 

12.1 

Richard  P  Cooley 

287,063 

218 

100,379 

3.20 

1.40 

18»/, 

Los  Angeles,  Calif 

26.2 

Ralph  J  Voss 

220,304 

380 

4,635 

1.75 

0.15 

6»/« 

Phoenix.  Ariz 

2.3 

#  Douglas  H  Driggs 

74,700 

802 

441,454 

2.12 

1.40 

16 

Upper  Saddle  River,  NJ 

13.9 

Russell  W  McFall 

248,482 

299 

294,052 

1.89 

0.97 

133/, 

Pittsburgh.  Pa 

166.0 

Robert  E  Kirby 

367,913 

106 

70,687 

8.82 

1.10 

393/4 

Philadelphia,  Pa 

4.9 

Edward  B  Leisenring  Jr 

138,170 

610 

80,608 

3.51 

1.43 

32V4 

New  York,  NY 

15.1 

David  L  Luke  III 

228,000 

348 

13.407 

1.52 

0.59 

141/4 

Hazelwood,  Mo 

3.3 

TedCWetterau 

97,550 

757 

383,765 

1.51 

0.80 

371/, 

Tacoma,  Wash 

46.6 

George  H  Weyerhaeuser 

300,000 

195 

30,898 

-0.68 

1.05 

16^8 

Pittsburgh.  Pa 

10.9 

Robert  E  Lauterbach 

223,200 

367 

101,077 

1.63 

0.80 

26 

BeTiton  Harbor.  Mich 

23.4 

John  H  Platts 

308,481 

183 

64.821 

3.72 

0.90 

183/4 

Cleveland,  Ohio 

27.3 

Edward  S  Reddig 

706,083 

5 

-57,064 

-8.52 

0.10 

73/8 

Cleveland,  Ohio 

14.7 

Semon  E  Knudsen 

225,000 

357 

14,626 

13.53 

4.00 

101 

New  Orleans,  La 

0.7 

William  A  Carpenter 

165,000 

519 

15,650 

0.10 

none 

31/8 

Los  Angeles,  Calif 

12.6 

Joseph  F  Alibrandi 

177,200 

490 

-3,195 

-1.87 

0.69 

83/4 

San  Diego,  Calif 

12.6 

Emil  L  McNeely 

210.000 

402 

54,446 

2.79 

0.72 

251/4 

Portland.  Ore 

7.2 

Gene  D  Knudson 

119,996 

692 

157,370 

5.11 

0.60 

25% 

Tulsa.  Okia 

6.9 

John  H  Williams 

351.424 

116 

90,592 

2.69^ 

1.38 

381/4 

Jacksonville,  Fla 

39.2 

Bert  L  Thomas 

306.000 

188 

112,243 

2.54 

1.90 

29 

Milwaukee,  Wise 

5.7 

Charles  SMcNeer 

90,033 

780 

166,379 

3.34 

1.20 

22 

New  York,  NY 

202.4 

Lester  A  Burcham 

394,452 

79 

36,977 

6.98 

3.40 

70% 

Chicago,  III 

5.2 

William  Wrigley 

163,900 

525 

106,639 

3.07 

1.00 

50^8 

Stamford,  Conn 

93.5 

C  Peter  McColough 

483,329 

33 

44,220 

1.71 

0.38 

35 

Overland  Park.  Kan 

11.5 

George  E  Powell  Jr 

174,166 

500 

38,818 

2.30 

0.77 

211/4 

Dallas,  Texas 

17.0 

Donald  Zaie 

139,727 

604 

52.448 

4.48    . 

0.30 

121/2 

Houston,  Texas 

6.5 

William  H  Flynn 

310,727 

179 

16.911 

0.98 

none 

6 

Framingham,  Mass 

26.5 

Stanley  H  Feldberg 

102,000 

744 

41,134 

1.38 

1.00 

23% 

Chicago,  III 

22.3 

#JosephS  Wright 

250,634 

292 

•ry,  bonus,  director's  fees,  and  deferrad  compensation;  excludes  stock  options.  #  New  CEO  In  1976. 

•I  Notes:  1)  Sales  figures  exclude  excise  taxes.  2)  Market  Value  is  derived  by  multiplying  the  Dec.  31,  1975  closing  price  of  the  common  stock  by  the  number  of  shares  out- 
ing at  that  date.  3)  Cash  Flow  Is  the  sum  of  net  profits  and  charges  for  depreciation,  depletion  and  amortization.  For  those  financial  institutions  that  do  not  report  such  charges, 
rofits  and  cash  flow  will  be  identical.  4)  1976  ngurea  were  used  for  those  February  fiscal  year  companies  for  which  they  were  available  at  press  time. 
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This  old  river 
doesn't  iiave  to  die* 


A  blighted  river— the  tell-tale  sign  of 
industrial  and  municipal  wastes.  But 
there  is  hope.  From  far-reaching 
anti-pollution  legislation  and  a 
growing  technology.  At  the  forefront 
of  this  technology:  Crane  and  its 
Cochrane  Environmental  Systems 
Division.  Specialists  in  water  and 
waste  treatment  for  better  than  a 
century. 

The  above  pollution  symptoms 
indicate  dissolved  inorganic  solids. 
For  this  particular  problem  (as  for 
many  others)  Crane  provides 
tailor-made  techniques  and  tools. 
For  example:  contact  reactors.  Ion 
exchangers.  Reverse  osmosis. 


Chemical  feed  systems.  Resinous 
neutral izers.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Dissolved  inorganic  solids 
represent  just  one  of  many  water 
pollution  problems  we  help  solve 
everyday.  For  further  information 
contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


Crane  makes  it  flow  clean  again. 


A  Roster  of 
822  Chief  Executives 

Who  Gets 
The  Most  Pay 

It  was  hard  to  keep  up  with 
Barbara  Walters,  but  last  year  two 
CEOs  topped  her  hew  salary. 


Okay.  So  maybe  Meshulam  Riklis  of  Rapid-American  real- 
ly isn't  worth  almost  nine  times  as  much  as  Charles  Sporck, 
president  of  National  Semiconductor.  Any  Rapid-American 
director  who  thinks  he  is  must  have  difficulty  reading  an 
income  statement  or  the  daily  stock  quotations. 

But  this  yardstick  of  corporate  size  is  not  to  be  taken  too 
literally.  It  is  fruitless  to  ask  why  only  two  chief  executives 
of  major  U.S.  public  companies  earned  more  than  Bar- 
bara Walters  (co-host  of  NBC's  Today  show)  will  make 
with  her  $l-million-a-year  salary  when  she  switches  to 
ABC  this  fall.  Or  whether  Barbara  Walters  is  really  worth 
four  times  as  much  as  du  Pont  Chairman  Irving  Shapiro. 

Besides,  this  listing  only  covers  companies  surveyed  for 
the  four  Forbes  500  Yardsticks.  There  are  chief  execu- 
tives, like  Jerome  Castle  of  Penn-Dixie  Industries,  whose 
compensation  deserves  honorable  mention  even  if  their 
companies'  indiflPerent  size  and  performance  do  not.  (Cas- 
tle got  $725,000  in  cash  and  stock  last  year. ) 

Nor  have  we  included  all  types  of  compensation  in 
arriving  at  this  tabulation.  Stock  options  and  "stock  ap- 
preciation" rights,  whose  ultimate  value  depends  on  the 
future  performance  of  the  company's  stock,  simply  cannot 
be  valued.  We  have  also  excluded  compensation  awarded 
in  1975  whose  payment— in  whole  or  in  part— is  contingent 
upon  (often  unspecified)  future  performance. 

We  have  included  in  the  salary-and-bonus  category  out- 
right grants  of  unrestricted  stock  (restricted  is  deferred 
compensation  and  therefore  shows  up  only  in  "total  re- 
muneration"), despite  the  vigorous  protests  of  one  major 
company  chief  executive  who  felt  that  in  his  case  it  should 
be  excluded.  Significantly,  the  two  top-ranked  executives 
in  this  survey  of  last  year's  remuneration,  John  Harbin  of 
Halliburton  and  Charles  Graves  of  J.  Ray  McDermott, 
edged  Barbara  Walters'  new  salary  only  by  purchasing 
large  amounts  of  restricted  stock  at  par  value.   ■ 
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1 

Halliburton 

John  P  Harbin 

284 

1,593 

58 

27 

4 

Waxahachie,  Tex 

Finance 

2 

J  Ray  McDennott 

Charles  L  Graves 

393 

1,233 

60 

29 

4 

Louisville,  Ky 

Technical 

3 

Rapid-American 

Meshulam  Riklis 

916 

966 

52 

21 

21 

Turkey 

Finance 

4 

IntlTel&Tel 

Harold  S  Geneen 

776 

782 

66 

16 

16 

England 

Administration 

5 

White  Consolidated 

Edward  S  Reddig 

452 

706 

71 

20 

20 

Centerville,  Iowa 

Finance 

6 

Texaco 

Maurice  F  Granville 

522 

672 

60 

37 

4 

La  Grange,  Tex 

Technical 

7 

Amer  Home  Products 

William  F  Laporte 

330 

660 

62 

38 

11 

New  York,  NY 

Administration 

8 

Atlantic  Richfield 

Robert  0  Anderson 

639 

639 

59 

34 

11 

Chicago,  III 

Production 

9 

Mobil  Oil 

Rawleigh  Warner  Jr 

621 

639 

55 

22 

6 

Chicago,  III 

Administration 

10 

Norton  Simon 

David  J  Mahoney 

588 

624 

52 

9 

6 

New  York,  NY 

Marketing 

11 

International  Paper 

J  Stanford  Smith 

612 

619 

61 

3 

2 

Terre  Haute,  Ind 

Administration 

12 

Gulf  &  Western  Inds 

Charles  G  Bluhdorn 

438 

593 

49 

20 

20 

Austria 

Founder 

13 

General  Motors 

Thomas  A  Murphy 

348 

590 

60 

38 

1 

Hornell,  NY 

Finance 

14 

Tenneco 

Wilton  E  Scott 

356 

575 

63 

21 

2 

Elgin,  Tex 

Technical 

15 

United  Technologies 

Harry  J  Gray 

569 

569 

56 

4 

3 

Milledgeville,  Ga 

Administration 

16 

Dow  Chemical 

Charles  B  Branch 

492 

567 

60 

38 

5 

Omaha,  Neb 

Technical 

17 

Johnson  &  Johnson 

Richard  B  Sellars 

515 

566 

60 

36 

3 

Worcester,  Mass 

Sales 

18 

American  Brands 

Robert  K  Heimann 

512 

562 

57 

22 

3 

New  York,  NY 

Marketing 

19 

H  J  Heinz 

R  Burt  Gookin 

334 

554tt 

61 

30 

10 

Chariton,  Iowa 

Finance 

20 

Exxon 

Clifton  C  Garvin  Jr 

517 

538 

54 

29 

1 

Portsmouth,  Va 

Technical 

21 

IBM 

Frank  T  Cary 

290 

538 

55 

28 

3 

Godding,  Ida 

Marketing 

22 

American  Express 

Howard  L  Clark 

484 

530tt 

60 

30 

16 

Pasadena,  Cal 

Administration 

■  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 

■  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options, 
■t  Excludes  amounts  contingently  payable  In  later  years  in  accordance  with  long- 
^     term  Incentive  program. 
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Chief 
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23 

IntI  Minerals  &  Chem 

Richard  A  Lenon 

345 

525 

55 

20 

4 

Lansing,  Mich 

Finance 

24 

Burroughs 

RayWMacdonald 

360 

525 

63 

40 

9 

Chicago.  Ill 

Sales 

25 

Standard  Oil  Ind 

John  E  Swearingen 

504 

517 

57 

36 

15 

Columbia,  SC 

Production 

26 

Fluor 

J  Robert  Fluor 

471 

515 

54 

30 

8 

Santa  Ana,  Cat 

Finance 

27 

General  Electric 

Reginald  H  Jones 

500 

500 

58 

37* 

3 

England 

Finance 

28 

Dresser  Industries 

John  V  James 

233 

493 

57 

18 

5 

Plains  Township,  Pa 

Finance 

29 

Borden 

Augustine  R  Marusi 

492 

492tt 

62 

36 

8 

New  York,  NY 

Sales 

30 

Shell  Oil 

^Harold  Bridges 

460 

490 

60 

39 

4 

England 

Production 

31    Warner  Communications 

Steven  J  Ross 

487 

487 

48 

14 

14 

New  York.  NY 

Finance 

32 

Procter  &  Gamble 

Edward  G  Harness 

425 

488 

57 

35 

2 

Marietta,  Ohio 

Marketing 

33 

Xerox 

C  Peter  McColough 

433 

483 

53 

21 

7 

Halifax,  Can 

Sales 

34 

Rockwell  IntI 

Robert  Anderson 

463 

478 

55 

8 

2 

Columbus,  Neb 

Technical 

35 

Schering-Plough 

Willibald  H  Conzen 

215 

475 

62 

45 

9 

Germany 

Marketing 

36 

Standard  Oil  Calif 

Harold  J  Haynes 

363 

468 

50 

28 

2 

Fort  Worth,  Tex 

Production 

37 

Diamond  IntI 

Richard  J  Walters 

450 

461 

46 

25 

5 

Brooklyn,  NY 

Sales 

38 

Ingersoll-Rand 

William  LWearty 

411 

461 

60 

13 

8 

Warren,  Ind 

Sales 

39 

CBS 

William  S  Paley 

459 

459tt 

74 

47 

47 

Chicago,  III 

Administration 

40 

Deere 

William  A  Hewitt 

456 

456 

61 

27 

20 

San  Francisco,  Cal 

Marketing 

41 

Bristol-Myers 

Richard  L  Gelb 

445 

453 

51 

25 

4 

New  York,  NY 

Administration 

42 

Goodyear 

Charles  J  Pilliod 

389 

453 

57 

35 

2 

Cuyahoga  Falls,  Ohio 

Sales 

43 

Ogden 

Ralph  E  Ablon 

394* 

453« 

60 

21 

14 

Tupelo,  Miss 

Administration 

44 

Kaiser  Industries 

William  R  Roesch 

450 

450 

50 

2 

2 

Vestaburg,  Pa 

Technical 

45 

American  Tel  &  Tel 

John  D  deButts 

431 

4U 

61 

39 

4 

Greensboro,  NC 

Operations 

46 

City  Investing 

George  T  Scharffenberger 

415 

441 

56 

10 

10 

Ridgewood,  NY 

Operations 

47 

PepsiCo 

Donald  M  Kendall 

440 

440 

55 

29 

13 

Sequim,  Wash 

Legal 

48 

WR  Grace 

J  Peter  Grace 

440 

440 

62 

39 

30 

Manhasset,  NY 

Rnance 

49 

Avon  Products 

'Fred  G  Fusee 

439 

439 

58 

30 

4 

Winchester,  Can 

Production 

50 

Continental  Oil 

Howard  W  Blauvelt 

428 

437 

59 

23 

1 

New  York,  NY 

Finance 

51 

lU  International 

John  M  Seabrook 

389 

437 

59 

16 

9 

Seabrook,  NJ 

Technical 

52 

Union  Oil  California 

Fred  L  Hartley 

334 

436tt 

59 

36 

11 

Vancouver.  Can 

Technical 

53 

Eastman  Kodak 

Walter  A  Fallon 

386 

432 

57 

34 

3 

Schenectady.  NY 

Production 

54 

Owens-Illinois 

Edwin  D  Dodd 

429 

431tt 

57 

29 

3 

Point  Pleasant,  WVa 

Production 

55 

Occidental  Petroleum 

Armand  Hammer 

420 

429 

77 

18 

7 

New  York,  NY 

Technical 

56 

Northwest  Industries 

Ben  W  Heineman 

429 

429 

62 

20 

20 

Wausau.  Wise 

Legal 

57 

Utah  International 

Edmund  W  Uttlefield 

373 

425 

62 

25 

15 

Ogden,  Utah 

Finance 

58 

Esmark 

Robert  W  Reneker 

423 

423 

63 

42 

8 

Chicago.  Ill 

Sales 

59 

United  States  Steel 

Edgar  B  Speer 

410 

422 

59 

37 

3 

Pittsburgh,  Pa 

Production 

60 

Philip  Morris 

Joseph  F  Cullman  3rd 

337 

422 

64 

30 

18 

New  York.  NY 

Marketing 

61 

Monsanto 

John  W  Hanley 

413 

418tt 

54 

3 

3 

Parkersburg,  W  Va 

Marketing 

62 

Revlon 

Michel  C  Bergerac 

416 

417 

44 

1 

1 

France 

Administration  ' 

63 

Roadway  Express 

John  L  Tormey 

366 

415 

63 

26 

2 

NA 

Finance 

64 

Standard  Oil  Ohio 

Charles  E  Spahr 

343 

413 

62 

36 

17 

Kansas  City,  Mo 

Operations 

65 

General  Dynamics 

David  S  Lewis 

225 

411 

58 

5 

5 

N  Augusta,  SC 

Administration 

66 

Colt  Industries 

George  A  Strichman 

389 

410 

59 

13 

13 

Schenectady,  NY 

Administration 

67 

Northrop 

Thomas  V  Jones 

400 

408 

55 

22 

16 

Pomona,  Cal 

Administration 

68 

Kraftco 

William  0  Beers 

407 

407 

61 

38 

4 

Lena,  III 

Operations 

69 

Superior  Oil 

Howard  B  Keck 

401* 

407* 

63 

42 

23 

NA 

Administration 

70 

Colgate-Palmolive 

David  R  Foster 

290 

404 

55 

30 

5 

England 

Marketing  i 

71 

Schlumberger 

Jean  Riboud 

282 

404 

56 

25 

11 

France 

Legal  1 

72 

Arthur  GMcKee 

Richard  G  Widman 

400 

401 

54 

27 

5 

Detroit,  Mich 

Technical 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
X  Salary,  t>onu$,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
ft  Excludes  amounts  contingently  payable  In  later  years  In  accordance  with  long- 
term  incentive  program. 

NA-Not  available. 
•    For  1974. 

1)  Succeeded  by  John  F.  Bookout,  5/1/76.            1 

2)  Succeeded  by  David  W.  Mitchell,  1/1/76.        1 
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We've  underwritten  26  million  policies  in  the  past  93  years. 


\\c  arc  an  extensive  and  long-estab- 
lished American  insurance  organization. 

\X'iiat\  more,  ue  have  propert\-- 
casiialtN-  insurance  capabilities  in  nearly 
e\er\-  corner  of  the  world. 

So,  we  are  able  to  handle  almost  anv 
insurance  need  \-oli  might  ha\e. 

.\la\be  that's  why  we\e  alread\- 
issued  millions  of  policies.  And  why  we 
issue  another  s,ooo  e\-erv  dav. 


OMUBB 

Group  of  Insurance  Companies 

100  William  Street,  New  York,  X.Y.  100:58 
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73 

Sears,  Roebuck 

Arthur  M  Wood 

400 

401 

63 

30 

3 

Chicago,  III 

Legal 

74 

American  Standard 

William  A  Marquard 

400 

400tt 

56 

24 

4 

Pittsburgh,  Pa 

Administration 

75 

BankAmerica  Corp 

Alden  W  Clausen 

348 

396 

53 

26 

6 

Hamilton,  III 

Finance 

76 

R  J  Reynolds  Inds 

Colin  Stokes 

395 

395 

62 

40 

3 

Winston-Salem,  NC 

Production 

77 

Clin  Corp 

James  F  Towey 

390 

395tt 

60 

36r 

4 

Wood  River,  III 

Finance 

78 

Union  Pacific 

Frank  E  Barnett 

395 

395 

63 

25 

7 

Fairport  Harbor,  Ohio 

Legal 

79 

F  W  Woolworth 

Lester  A  Burcham 

394 

394 

63 

44 

6 

Lancaster,  Ohio 

Administration 

80 

Lucky  Stores 

Wayne  H  Rsher 

394 

394 

55 

13 

1 

Los  Angeles,  Cal 

Administration 

81 

Campbell  Soup 

Harold  A  Shaub 

392 

392 

60 

33 

3 

Lancaster  County,  Pa 

Production 

82 

PPG  Industries 

Robinson  F  Barker 

382 

391tt 

62 

40 

8 

Boston,  Mass 

Sales 

83 

Engelhard  Min  &  Chem 

Milton  F  Rosenthal 

389 

389 

62 

11 

11 

New  York,  NY 

Administration 

84 

American  Cyanamid 

^Clifford  D  Siverd 

389 

389tt 

63 

40 

8 

Cumberland,  Md 

Administration 

85 

Clark  Equipment 

Bert  E  Phillips 

269 

389 

57 

28 

3 

Quincy,  III 

Marketing 

86 

Walter  Kidde 

Fred  R  Sullivan 

284 

384 

61 

12 

12 

Fort  Wayne,  Ind 

Finance 

87 

Squibb 

Richard  M  Furiaud 

380 

384tt 

53 

20 

10 

New  York,  NY 

Legal 

88 

Chesebrough-Pond's 

Ralph  E  Ward 

227 

383 

55 

29 

8 

Scotch  Plains,  NJ 

Marketing 

89 

Jim  Walter 

James  W  Walter 

360 

383 

53 

30 

30 

Lewes,  Del 

Founder 

90 

Allied  Chemical 

John  T  Connor 

375 

382 

61 

9 

7 

Syracuse,  NY 

Legal 

91 

Greyhound 

Gerald  H  Trautman 

320 

381 

63 

30 

10 

Petoskey,  Mich 

Legal 

92 

Warner-Lambert 

E  Burke  Giblin 

380 

381 

62 

8 

2 

Brooklyn,  NY 

Administration 

93 

Bendbc 

Werner  M  Blumental 

374 

381tt 

50 

8 

4 

Germany 

International 

94 

Kerr-McGee 

Dean  A  McGee 

225 

380 

72 

39 

22 

Humboldt,  Kan 

Production 

95 

LTV 

W  Paul  Thayer 

376 

378 

56 

27 

5 

Henryetta.OkIa 

Sales 

96 

RCA 

Anthony  L  Conrad 

287 

377 

55 

30 

1 

Norwood,  Mass 

Technical 

97 

Braniff  Inti 

Harding  L  Lawrence 

377 

377 

55 

11 

11 

Perkins,  Okia 

Administration 

98 

Coca-Cola 

J  Paul  Austin 

293 

377 

61 

26 

9 

La  Grange,  Ga 

Legal 

99 

Fruehauf 

Robert  D  Rowan 

256 

375 

54 

20 

2 

Holland,  Mich 

Finance 

100 

Hughes  Tool 

Raymond  M  Holliday 

291 

375 

61 

38 

4 

Winfield,  Tex 

Finance 

101 

FMC 

Robert  H  Malott 

367 

374tt 

49 

23 

4 

Boston,  Mass 

Operations 

102 

Timken 

Herbert  E  Markley 

372 

374 

61 

37 

8 

Martin,  Ohio 

Legal 

103 

Sperry  Rand 

J  Paul  Lyet 

361 

373 

59 

32 

3 

Philadelphia,  Pa 

Finance 

104 

Gulf  Oil 

*Bob  R  Dorsey 

360 

371 

63 

35 

4 

Rockland,  Tex 

Administration 

105 

Marsh  &  McLennan  Cos 

John  M  Regan  Jr 

280 

368 

54 

30 

3 

Minneapolis,  Minn 

Administration 

106 

Westinghouse  Elec 

Robert  E  Kirby 

308 

368 

57 

30 

1 

Ames,  Iowa 

Technical 

107 

Beatrice  Foods 

William  G  Karnes 

362 

362 

65 

40 

24 

Chicago,  III 

Legal 

108 

General  Mills 

James  P  McFarland 

357 

360 

64 

41 

7 

Watertown,  SD 

Marketing 

109 

Carborundum 

William  H  Wendel 

357 

359 

61 

29 

14 

Johnstown,  Pa 

Administration 

110 

Firestone 

Richard  A  Riley 

358 

358 

60 

36 

2 

Fall  River,  Mass 

Administration 

111 

Armco  Steel 

Calvin  W  Verity  Jr 

325 

357 

59 

35 

10 

Middletown,  Ohio 

Administration 

112 

AMAX 

Ian  K  MacGregor 

350 

356 

63 

18 

9 

Scotland 

Administration 

113 

Mapco 

Robert  E  Thomas 

270 

355 

61 

16 

16 

Cuyahoga  Falls,  Ohio 

Founder 

114 

Koppers 

Fletcher  L  Byrom 

355 

355 

57 

28 

8 

Cleveland,  Ohio 

Production 

115 

Merrill  Lynch  &  Co 

Donald  T  Regan 

353 

353 

57 

30 

5 

Cambridge,  Mass 

Investment 

116 

Williams  Companies 

John  H  Williams 

284 

351 

57 

35 

25 

Cuba 

Founder 

117 

TRW 

Horace  A  Shepard 

341 

.  351 

63 

24 

6 

Mobile,  Ala 

Administration 

118 

Heublein 

Hicks  B  Waldron 

304 

351 

52 

2 

1 

Amsterdam,  NY 

Administration 

119 

National  Steel 

George  A  Stinson 

256 

351 

61 

14 

10 

Camden,  Ark 

Legal 

120 

Ashland  Oil 

Grin  E  Atkins 

343 

350 

51 

26 

11 

Pittsburgh,  Pa 

Legal 

121 

Ford  Motor 

Henry  Ford  II 

334 

350 

58 

36 

31 

Detroit,  Mich 

Administration 

122 

Merck 

"HenryW  Gadsden 

350 

350 

65 

38 

11 

New  York,  NY 

Operations 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

3)  Succeeded  by  Dr.  James  G.  AHIeck,  1/1/76. 

4)  Succeeded  by  Jerry  McAfee.  1/14/76. 

5)  Succeeded  by  John  Horan,  5/1/76. 
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This  is  Marley's 


.  .  .  where  water  is  our  most 
precious  resource  . .  .   where  the 
demands  of  a  growing  population 
and  expanding  industry  have 
placed  an  increasingly  heavy 
burden  on  our  world's  water 
supply  .  .  .  and  where  it  has 
become  vital  to  locate,  recover, 
and  conserve  all  available  water 
resources.  This  is  Marley's  world. 

The  Marley  Company  and  its 
operating  companies  are  helping 
industry  use  water  more  wisely 
so  we'll  always  have  enough.  The 
Marley  Cooling  Tower  Company 
"takes  the  heat  off"  electric 
power  generation,  petroleum 
refining,  chemical  processing, 
and  commercial  air  conditioning. 
Chicago  Heater  Company,  Inc., 
specializes  in  the  deaeration  of 
boiler  feedwater.    Engineers  and 
Fabricators,  Co.,  shell  and  tube 
heat  exchangers  use  water  and 
other  fluids  for  cooling  media. 
Marfab  air-cooled  heat  exchangers 
ease  the  strain  in  areas  where 
water  supplies  are  limited.  Layne- 
Western  Company,  Inc.,  locates 
new  sources  of  water.  General 
Filter  Company  supplies  water 
and  waste  water  treatment 
equipment.  Layne  &  Bowler,  Inc., 
is  a  leading  manufacturer  of 
vertical  turbine  pumps.  And 
Marley  International,  Inc.,  serves 
industry  throughout  the  world. 

But  these  are  only  a  few  of  the 
ways  Marley  is  helping.  With  more 
than  50  years  of  practical  and 
technical  water  knowledge,  you 
can  expect  Marley  to  be  meeting 
the  challenges  of  the  next  50 
years.   Because,  as  our  water 
resources  become  more  vital,  so 
will  the  services  of  The  Marley 
Company. 


i^ 


\  % 


MARLEY 


f 


^e  Marley  Company.  Corporate  Headquarters,  5800  Foxridge  Drive,  P.O.  Box  2912,  Mission.  Kansas  66201  (913)  362pll8  5-53 
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123 

Teledyne 

Heniy  E  Singleton 

350 

350 

59 

15 

15 

Haslet,  Tex 

Founder 

123 

Ralston  Purina 

R  Hal  Dean 

350 

350tt 

59 

37 

8 

Mitchell,  SD 

Production 

125 

CPC  International 

James  W  McKee  Jr 

310 

347 

53 

29 

3 

Pittsburgh,  Pa 

Finance 

126 

Minn  Mining  &  Mfg 

Raymond  H  Herzog 

347 

347 

60 

35 

1 

Merricourt,  NO 

Production 

127 

Celanese 

John  W  Brooks 

324 

347 

58 

2f 

8 

New  York,  NY 

Marketing 

128 

Crane 

Thomas  M  Evans 

346 

346 

65 

17 

17 

Pittsburgh,  Pa 

Finance 

129 

iC  Industries 

William  B  Johnson 

319 

345 

57 

10 

10 

Salisbury,  Md 

Legal 

130 

Marcor 

Leo  H  Schoenhofen 

344 

344 

60 

35 

14 

Marshfield,  Wise 

Administration 

131 

Allis-Chalmers 

David  C  Scott 

343 

343 

60 

7 

7 

Akron,  Ohio 

Technical 

132 

May  Dept  Stores 

Stanley  J  Goodman 

335 

342 

66 

28 

7 

Montreal,  Can 

Retailing 

133 

Continental  Group 

Robert  S  Hatfield 

331 

341 

60 

40 

4 

Utica,  NY 

Sales 

134 

Pfizer 

Edmond  T  Pratt  Jr 

340 

341 

49 

11 

3 

Savannah,  Ga 

Finance 

135 

GAF 

Jesse  Werner 

340 

340 

59 

37 

14 

New  York,  NY 

Technical 

136 

Kennecott  Copper 

Frank  R  Milliken 

303 

340 

62 

23 

15 

Maiden,  Mass 

Production 

137 

Gt  Northern  Nekoosa 

Samuel  A  Casey 

277 

339 

61 

30 

4 

Peoria,  III 

Legal 

138 

R  R  Donnelley  &  Sons 

Charies  W  Lake  Jr 

270 

338 

57 

30 

12 

La  Porte,  Ind 

Administration 

139 

Tandy 

Charles  D  Tandy 

325 

338 

58 

28 

16 

Brownsville,  Tex 

Administration 

140 

Mfrs  Hanover  Corp 

Gabriel  Hauge 

271 

338 

62 

17 

5 

Hawley,  Minn 

Finance 

141 

Citicorp 

Walter  BWriston 

281 

336 

56 

29 

6 

Middletown,  Conn 

Finance 

142 

General  Tel  &  Eiec 

Leslie  H  Warner 

335 

335 

65 

38 

9 

Corsicana,  Tex 

Sales 

143 

Emerson  Electric 

Charies  F  Knight 

333 

333 

40 

3 

2 

Lake  Forest,  III 

Administration 

144 

Combustion  Engineerg 

Arthur  J  Santry  Jr 

332 

332 

57 

20 

13 

Brookline,  Mass 

Legal 

145 

Evans  Products 

Monford  A  Orioff 

332 

332 

62 

18 

13 

Omaha,  Neb 

Legal 

146 

J  C  Penney 

Donald  V  Seibert 

325 

331 

52 

28 

1 

Hamilton,  Ohio 

Marketing 

147 

Phillips  Petroleum 

William  F  Martin 

317 

330 

59 

37 

3 

Blackwell,  OkIa 

Finance 

148 

S  S  Kresge 

Robert  E  Dewar 

330 

330 

53 

27 

4 

Traverse  City,  Mich 

Finance 

149 

Standard  Brands 

Henry  Weigl 

232 

327 

63 

32 

12 

New  York,  NY 

Legal 

150 

Chessie  System 

HaysTWatkins 

327 

327 

50 

27 

5 

Fern  Creek,  Ky 

Finance 

151 

Diamond  Shamrock 

Clayboume  A  Cash 

320 

326 

61 

40 

2 

McLean,  Tex 

Production 

152 

Allied  Stores 

Thomas  M  Macioce 

275 

325 

57 

16 

4 

New  York,  NY 

Legal 

153 

Nortrust  Corp 

Edward  B  Smith 

288 

323 

67 

44 

12 

Chicago,  III 

Finance 

154 

Miss  River  Corp 

Downing  B  Jenks 

323 

323 

60 

15 

4 

Portland,  Ore 

Operations 

155 

Harris  Bankcorp 

William  F  Murray 

285 

322 

63 

41 

5 

Fort  Dodge,  Iowa 

Banking 

156 

J  P  Morgan  &  Co 

Ellmore  C  Patterson 

290 

322 

62 

40 

4 

Western  Springs,  III 

Finance 

157 

Security  Pacific 

Frederick  G  Larkin  Jr 

308 

322 

62 

39 

8 

Seattle,  Wash 

Finance 

158 

Oscar  Mayer 

P  Goff  Beach 

322 

322 

61 

39 

4 

Chicago,  III 

Operations 

159 

Dart  Industries 

Justin  Dart 

281 

321 

68 

34 

33 

Hinsdale,  III 

Administration 

160 

Pennwalt 

William  P  Drake 

319 

319 

63 

42 

21 

Bath,  Me 

Marketing 

161 

Rohm  &  Haas 

Vincent  L  Gregory  Jr 

315 

319 

52 

26 

5 

Oil  City,  Pa 

Finance 

162 

Liggett  Group 

Raymond  J  Mulligan 

303 

318 

54 

14 

2 

Munhall,  Pa 

Marketing 

163 

Studebaker-Worthngtn 

Derald  H  Ruttenberg 

286* 

317« 

60 

8 

4 

Lafayette,  Ind 

Finance 

164 

Burlington  Northern 

Louis  W  Menk 

317 

317 

58 

10 

5 

Englewood,  Colo 

Operations 

165 

Mercantile  Stores 

Leon  F  Winbigler 

302 

316 

50 

27 

1 

Brookfield,  Mo 

Administration 

166 

Babcock  &  Wilcox 

George  G  Zipf 

316 

316 

55 

33 

7 

Johnstown,  Pa 

Productior 

167 

Potlatch 

Richard  B  Madden 

310 

315 

47 

5 

5 

Orange,  NJ 

Finana 

168 

Sun  Company 

H  Robert  Shari)augh 

304 

315 

47 

28 

1 

Pittsburgh,  Pa 

Technica 

169 

Mellon  National  Corp 

James  H  Higgins 

227 

314 

60 

25 

1 

Kansas  City,  Mo 

Finana 

170 

B  F  Goodrich 

0  Pendleton  Thomas 

301 

314 

61 

4 

4 

Forney,  Tex 

Finano 

171 

Marathon  Oil 

Harold  D  Hoopman 

303 

314 

55 

29 

1 

Lucas,  Kan 

Productioi 

172 

N  L  industries 

Ray  C  Adam 

300 

314 

56 

4 

1 

Aquilla,  Tex 

Administratioi 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
i  Salary,  bonus,  director's  fees,  and  defe'rred  compensation;  excludes  stock  options, 
tt  Excludes  amounts  contingently  payable  In  later  years  in  accordance  with  long- 
term  incentive  program. 

•  For 

1974. 
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METALS 


one  of  the  basic  world  needs 
for  which  the  demand  continues 

to  grow. 

And,  because  we  own  and  operate 

Edgcomb  Steel  Company  and 

Steel  Sales  Corporation, 

we  are  one  of  the 

metals  industry's 

largest  and  most  rapidly  growing 

processing  and  distributing  companies. 

Like  more  details  on  this  $L5  billion  company? 

Write: 

Corporate  Communications 

The  Williams  Companies 

320  South  Boston 
Tulsa,  Oklahoma  74103 


THE  FERTILIZER.  EHERGYAND  METALS  COMPANY      J 

AgricoChemical Company  mWilliams  Energy  Company  mWilllams  Exploration  Company 

■  Williams  Pipe  Line  Company  mEdgcomb  Steel  Company  m  Steel  Sales  Corporation         iA/ii  /  /^  il>f  O 


who  Gets  the  Most  Pay 


Compensation 

^^^ 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration} 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

(Company 

Chief 

Place  of  Birth 

Background 

173 

St  Regis  Paper 

George  J  Kneeland 

198 

313 

59 

37 

4 

New  York,  NY 

Production 

174 

First  Boston 

George  L  Shinn 

313* 

313 

53 

1 

1 

Newark,  Ohio 

Administration 

175 

Kaiser  Alum  &  Chem 

Cornell  C  Maier 

303 

312 

51 

26 

3 

Herreid,  SD 

Operations 

176 

Norfolk  &  Western  Ry 

John  P  Fishwick 

289 

311 

59 

30 

6 

Roanoke,  Va 

Legal 

177 

Gould 

William  TYIvisaker 

271 

311 

52 

9 

8 

St  Paul,  Minn 

Administration 

178 

Textron 

G  William  Miller 

311 

311 

51 

20 

8 

Sapulpa,  Okia 

Legal 

179 

Zapata 

William  H  Flynn 

298 

311 

49 

10 

7 

Oklahoma  City,  Okia 

Administration 

180 

Dillingham 

Lowell  S  Dillingham 

275 

310tt 

64 

41 

15 

Honolulu,  Haw 

Administration 

181 

Alcoa 

W  H  Krome  George 

307 

310 

58 

34 

1 

St  Louis,  Mo 

Technical 

182 

Airco 

George  S  Dillon 

309 

309 

58 

13 

8 

Brooklyn,  NY 

Legal 

183 

Whirlpool 

John  H  Platts 

254 

308 

58 

35 

4 

Detroit,  Mich 

Sales 

184 

Cleveland-Cliffs 

H  Stuart  Harrison 

226 

308 

66 

38 

14 

Cleveland,  Ohio 

Finance 

185 

Brunswick 

John  L  Hanigan 

238 

308 

64 

12 

10 

New  York,  NY 

Production 

186 

Boeing 

Thornton  A  Wilson 

295 

307 

55 

33 

7 

Sikeston,  Mo 

Technical 

187 

Dana 

Rene  C  McPherson 

305 

307 

51 

23 

3 

Akron,  Ohio 

Administration 

188 

Winn-Dixie  Stores 

Bert  L  Thomas 

306 

306 

58 

30 

10 

Malad,  Ida 

Production 

189 

Eaton 

E  Mandell  de  Windt 

304 

306 

55 

34 

6 

Grt  Barrington,  Mass 

Operations 

190 

Continental  Illinois 

Roger  E  Anderson 

255 

304 

54 

29 

3 

Chicago,  III 

Banking 

191 

Borg-Warner 

James  F  Bere 

235 

304 

53 

15 

4 

Chicago,  III 

Production 

192 

Union  Carbide 

F  Perry  Wilson 

295 

302 

61 

35 

5 

Manson,  NC 

Sales 

193 

Southland  Corp 

John  P  Thompson 

272 

301 

50 

27 

15 

Dallas,  Tex 

Finance 

194 

Allegheny  Ludlum  Ind 

Robert  J  Buckley 

296 

300 

52 

4 

1 

New  York,  NY 

Production 

195 

Federated  Dept  Stores 

Ralph  Lazarus 

300 

300 

62 

41 

8 

Columbus,  Ohio 

Administration 

195 

Weyerhaeuser 

George  H  Weyerhaeuser 

300 

300 

49 

26 

10 

Seattle,  Wash 

Production 

195 

Ralph  M  Parsons 

William  E  Leonhard 

290 

300 

61 

9 

1 

Middletown,  Pa 

Technical 

198 

Amer  Broadcasting 

Leonard  H  Goldenson 

200 

299 

70 

42 

26 

Scottdale,  Pa 

Legal 

199 

Honeywell 

Edson  W  Spencer 

298 

298 

49 

22 

1 

Chicago,  III 

Administration 

200 

Amer  Hospital  Supply 

Karl  D  Bays 

282 

298 

42 

17 

5 

Loyall,  Ky 

Sales 

201 

Mesa  Petroleum 

Thomas  B  Pickens  Jr 

252 

297 

47 

19 

12 

Holdenville,  Okia 

Founder 

202 

Household  Finance 

Gilbert  R  Ellis 

276 

296 

60 

40 

3 

Mercer,  Mo 

Operations 

203 

Texasgulf 

Charles  F  Fogarty 

295 

295 

54 

23 

2 

Denver,  Colo 

Technical 

204 

Cities  Service 

Robert  V  Sellers 

285 

294 

49 

25 

4 

Bartlesville,  Okia 

Administratis 

205 

Abbott  Laboratories 

Edward  J  Ledder 

263 

294 

58 

36 

3 

Chicago,  III 

MarketinJ 

206 

IntI  Harvester 

Brooks  McCormick 

285 

293 

59 

35 

4 

Chicago,  III 

Production 

207 

Chromalloy  American 

Joseph  Friedman 

290 

292 

69 

19 

16 

Philadelphia,  Pa 

Marketing 

208 

Wachovia  Corp 

John  F  Watlington  Jr 

250 

292 

65 

42 

20 

Reidsville,  NC 

Bankini 

209 

Time  fnc 

Andrew  Heiskell 

264 

291 

60 

38 

6 

Italy 

Operation 

210 

IntI  Multifoods 

William  G  Phillips 

260 

290 

56 

7 

7 

Cleveland,  Ohio 

Finano 

211 

Capital  Cities  Comm 

Thomas  S  Murphy 

260 

290 

50 

21 

9 

Brooklyn,  NY 

Administratio 

212 

Jewel  Companies 

Donald  S  Perkins 

250 

290 

49 

22 

5 

St  Louis,  Mo 

Sal0 

213 

Northwest  Airlines 

Donald  W  Nyrop 

290 

290 

64 

21 

21 

Elgin,  Neb 

Lega 

214 

Republic  Steel 

William  J  De  Lancey 

274 

289 

59 

24 

2 

Chicago,  III 

Administratioi 

215 

AC  Nielsen 

Arthur  C  Nielsen  Jr 

158 

289 

57 

30 

1 

Chicago,  III 

Marketin 

216 

Trans  Union 

Jerome  W  Van  Gorkom 

269 

289 

58 

19 

13 

Denver,  Colo 

Finano 

217 

Georgia-Pacific 

Robert  B  Pamplin 

263 

287 

64 

42 

8 

Sutherland,  Va 

Finan( 

218 

Wells  Fargo 

Richard  P  Cooley 

272 

287 

52 

26 

9 

Dallas,  Tex 

Finane 

219 

Levi  Strauss 

'Walter  A  Haas  Jr 

268 

287 

60 

37 

18 

San  Francisco,  Cal 

Administration 

220 

Sherwin-Williams 

Walter  0  Spencer 

279 

785 

49 

27 

4 

Kenosha,  Wise 

Productio 

221 

Eli  Ully 

Richard  D  Wood 

277 

285 

49 

26 

3 

Brazil,  Ind 

Marketin 

222 

NCR 

William  S  Anderson 

285 

285 

57 

30 

2 

China 

Marketin 

t  Includes  bonuses  paid  In  unrestricted  shares  of  company  stock, 
i  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

*  Salary  annualized. 

6)  SuccMdad  by  Petwr  E.  Haas, 

4/76. 
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WHAT  DO  ERIN,TENNESSEE. 

RI\ADH,SAUDI  ARABIA. 

IjOSANCiELES,CAUFORNIA. 

LEVELLAND,TEXAS.AND70 

OTHER  COMMUNITIES 

HAVEINOD/v\MON? 


I 


For  one  thing,  they  are  receiving  the 
benefits  of  professionally  managed,  high 
quality  health  care  from  the  world's  leading 
hospital  management  company.  Each  of 
these  cities,  large  or  small,  has  a  hospital 
managed  by  Hospital  Corporation  of 
America. 

We  are  in  the  business  of  taking  quality 
hospital  care  where  it  is  needed,  through 
building  new  facilities  where  there  is  a  need, 
assuming  management  responsibilities  for 
existing  hospitals  with  problems,  or  pro- 


viding management  assistance  to  improve 
hospital  operations.  We  are  being  asked  to 
help  with  an  increasing  number  of  com- 
munity and  religiously-affiliated  hospitals, 
and  we  are  moving  into  new  geographic 
areas. 

We  believe  the  potential  for  service  to 
communities  around  the  world  is  unlimited. 
And  we  are  growing  to  meet  the  world's 
expanding  health  care  needs.  If  you  would 
like  to  know  more  about  us,  write  for  our 
latest  brochure. 


HOSPFTAL  CORPORATION  OF  AMERICA 

One  Park  Plaza,  Nashville.  Tennessee  37203 


Who  Gets  the  Most  Pay 


Compensation 

^"^^ 

Salary  & 

Total 
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Bonusf 

Remuneration^ 

With 

As 
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Rank 
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($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

223 

Interiake 

Reynold  C  MacDonald 

271 

285 

57 

9 

7 

Billings,  Mont 

Operations 

224 

St  Joe  Minerals 

John  C  Duncan 

266 

284 

55 

5 

4 

New  York,  NY 

Operations 

225 

Castle  &  Cooke 

Donald  J  Kirchhoff 

284 

284 

50 

19 

1 

St  Louis,  Mo 

Administration 

226 

Kane-Miller 

Daniel  Kane 

281 

281tt 

60 

43< 

16 

New  York.  NY 

Sales 

227 

Chemical  New  York 

Donald  C  Platten 

265 

281 

57 

'     35 

3 

New  York,  NY 

Administration 

228 

Hoover 

Merie  R  Rawson 

261 

281 

51 

14 

1 

Chicago,  III 

Finance 

229 

National  Distillers 

Drummond  C  Bell 

216 

280 

60 

19 

5 

Baltimore,  Md 

Administration 

230 

Chase  Manhattan  Corp 

David  Rockefeller 

279 

279 

60 

30 

7 

New  York.  NY 

Banking 

231 

Otis  Elevator 

Ralph  A  Waller 

279 

279 

54 

28 

6 

Cleveland,  Ohio 

Sales 

232 

Newmont  Mining 

Plato  Malozemoff 

279 

279 

66 

30 

22 

Russia 

Technical 

233 

Johns-Manville 

W  Richad  Goodwin 

248 

278 

51 

7 

5 

Pendleton,  Ore 

Operations 

234 

Raytheon 

Thomas  L  Phillips 

278* 

278* 

52 

27 

7 

Greece 

Technical 

235 

Santa  Fe  IntI 

Edfred  L  Shannon  Jr 

260 

278 

49 

22 

13 

Durant,  Okia 

Technical 

236 

Tiger  International 

Wayne  M  Hoffman 

277 

277 

53 

8 

5 

Chicago,  III 

Legal 

237 

El  Paso  Company 

Howard  Boyd 

243 

276 

66 

23 

11 

Woodside,  Md 

Legal 

238 

Bethlehem  Steel 

Lewis  W  Foy 

275 

275 

61 

39 

1 

Somerset  County,  Pa 

Administration 

239 

VFCorp 

Donald  F  Hoopes 

275 

275 

56 

29 

2 

Buffalo,  NY 

Administration 

239 

Great  Atl&Pac  Tea 

Jonathan  L  Scott 

275'» 

275 

46 

1 

1 

Nampa,  Ida 

Administration 

239 

Getty  Oil 

J  Paul  Getty 

275 

275 

83 

28 

28 

Minneapolis,  Minn 

Founder 

239 

MCA 

Lew  R  Wasserman 

250 

275 

63 

39 

29 

Cleveland,  Ohio 

Sales 

239 

Masco 

Richard  A  Manoogian 

275 

275 

39 

17 

8 

Long  Branch,  NJ 

Administration 

244 

Anheuser-Busch 

August  A  Busch  III 

273 

273 

38 

18 

1 

St  Louis,  Mo 

Marketing 

245 

Charter  New  York 

Gordon  TWallis 

273 

273 

56 

35 

5 

Salt  Lake  City.  Utah 

Rnance 

246 

Pillsbury 

William  H  Spoor 

273 

273 

53 

26 

3 

Pueblo,  Colo 

Sales 

247 

Louisiana  Land 

John  G  Phillips 

273 

273 

53 

24 

3 

Camden,  Ark 

Finance 

248 

AIco  Standard 

Tinkham  Veale  II 

260 

272 

61 

10 

10 

Topeka,  Kan 

Founder 

249 

Transamerica 

John  R  Beckett 

270 

272 

58 

15 

10 

San  Francisco,  Cal 

Finance 

250 

Inland  Steel 

Frederick  G  Jaicks 

268 

271 

57 

35 

4 

Chicago,  III 

Production 

251 

Crown  Zellerbach 

Charies  R  Dahl 

261 

271tt 

54 

26 

6 

Brooklyn,  NY 

Production 

252 

Union  Camp 

Alexander  Calder  Jr 

222 

271 

59 

35 

16 

Brooklyn.  NY 

Marketing 

253 

American  Elec  Power 

^Donald  C  Cook 

271 

271 

67 

22 

14 

Escanaba,  Mich 

Finance 

254 

Singer 

Joseph  Flavin 

271 

271 

47 

1 

1 

St  Louis,  Mo 

Finance 

255 

Pennzoil 

J  Hugh  Uedtke 

257 

270 

54 

20 

8 

Tulsa,  OkIa 

Legal 

256 

Caterpillar  Tractor 

William  L  Naumann 

262 

270 

64 

46 

1 

Desloge,  Mo 

Production 

257 

General  Foods 

James  L  Ferguson 

220 

269 

50 

12 

2 

Evanston.  Ill 

Marketing 

258 

Northern  Natural  Gas 

Willis  A  Strauss 

262 

268 

54 

27 

9 

Omaha.  Neb 

Technical 

259 

Mead 

James  W  McSwiney 

268 

268 

60 

41 

7 

McEwen,  Tenn 

Finance 

260 

Gannett 

Allen  H  Neuharth 

242 

267 

52 

13 

2 

Eureka,  SD 

Journalism 

261 

Nabisco 

Robert  M  Schaeberie 

266 

266 

53 

29 

2 

Newark,  NJ 

Finance 

262 

Square  D 

Mitchell  P  Kartalia 

265 

265 

63 

35 

8 

Yukon,  Pa 

Technical 

263 

Vulcan  Materials 

Bernard  A  Monaghan 

215 

265tt 

60 

18 

17 

Birmingham,  Ala 

Legal 

264 

Chemetron 

John  P  Gallagher 

263 

263 

59 

7 

7 

Chicago,  III 

Administration 

265 

Mallinckrodt 

Harold  E  Thayer 

216 

262 

64 

36 

10 

Rochester,  NY 

Administration 

266 

Avco 

James  R  Kerr 

251 

261 

58 

21 

6 

Las  Vegas,  NM 

Administration 

267 

American  Can 

William  F  May 

251 

260 

60 

37 

10 

Chicago,  III 

Operations 

268 

Amsted 

Goff  Smith 

233 

260 

59 

29 

2 

Jackson,  Tenn 

Sales 

269 

Foremost-McKesson 

William  W  Morison 

252 

259 

63 

31 

1 

Oakland.  Cal 

Marketing 

270 

Signal  Companies 

Forrest  N  Shumway 

250 

259 

49 

19 

8 

Skowhegan,  Me 

Legal 

271 

GATX 

Thomas  H  Thompson 

254 

259 

58 

36 

15 

Youngstown,  Ohio 

Sales 

272 

Anderson-Clayton 

Thomas  J  Bariow 

225 

258 

53 

30 

9 

Houston.  Tex 

Administration 

t   Includes  bonuMs  paid  In  unrestricted  sharM  of  company  stock, 
i  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
ft   Excludes  amounts  contingently  payable  in  later  yMrs  In  accordance  with  long- 
term  incentive  program. 

•  For  1974. 
**  Salary  annualized. 

7)  SucMfded  by  W.  S.  Whit*. 

Jr.,  2/19/76 
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4 


How  did  Dayco 

increase 
first-quarter 

earnings 
by  82%? 


We 
performed. 


In  1975,  we  saw  our  overall  sales  dip  8%.  And  yet,  despite  that  difficulty,  our  profits 
increased  19%.  Now,  at  the  end  of  our  first  quarter  (January  31,  1976),  our  earnings  were  up 
82^  from  the  same  period  in  1975. 

How  did  this  happen?  In  two  ways — people  and  products. 

Our  products,  and  there  are  hundreds  of  them,  primarily  perform  invisibly  to  most  consum- 
ers. And  yet  they  perform  so  well  that  they're  constantly  being  reordered  time  after  time. 

You  may  never  see  a  Dayco  product.  And  you  may  never  meet  one  of  our  employees.  Yet 
you  can  be  assured  by  looking  at  our  quarterly  report,  if  nothing  else,  that  the  Dayco 
Corporation  is  a  very  visible  performer  indeed. 

And  we  intend  to  go  right  on  performing. 


RSXSS  ilk  The  invisible  performer 

Dayco  Corporation,  World  Headquarters,  333  West  First  Street.  Dayton,  Ohio  45401,  (513)  226-7000 


Who  Gets  the  Most  Pay 

m 

Compensation 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

Chief  Executhre 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

273 

Nash  Finch 

Thomas  A  Riley 

151 

257 

62 

37 

4 

Stover,  Mo. 

Operations 

274 

General  Signal 

Nathan  R  Owen 

256 

256 

57 

15 

14 

Burnt  Hills,  NY 

Technical 

275 

United  States  Gypsum 

Graham  J  Morgan 

255 

255 

58 

36 

11 

Aurora,  III 

Marketing 

276 

North  Amer  Philips 

PieterCVink 

255 

255 

56 

11 

7 

The  Netherlands 

Marketing 

276 

Reliance  Electric 

Hugh  D  Luke 

255 

255 

64 

,      22* 

10 

Pineville,  Ky 

Production 

276 

Amfae 

Henry  A  Walker  Jr 

255 

255 

54 

28 

8 

Honolulu,  Haw 

Production 

279 

Dayton-Hudson 

Kenneth  N  Dayton 

249 

255 

53 

29 

6 

Minneapolis,  Minn 

Retailing 

280 

Ethyl 

Hoyd  D  Gottwald  Jr 

164 

255 

53 

32 

6 

Richmond,  Va 

Administration 

281 

Becton,  Dickinson 

Wesley  J  Howe 

214 

254 

54 

27 

1 

Jersey  City,  NJ 

Administration 

282 

Albertson's 

Robert  D  Bolinder 

221 

254 

45 

11 

1 

Sacramento,  Cal 

Administration 

283 

Kellogg 

Joe  E  Lonning 

210 

253 

60 

35 

4 

Thor,  Iowa 

Marketing 

284 

SCM 

Paul  H  Elicker 

250 

253 

53 

19 

4 

New  York,  NY 

Finance 

285 

Gulf  Resources  &  Chem 

Robert  H  Allen 

253 

253 

47 

19 

16 

Oklahoma  City,  Okia 

Administration 

286 

AEStaleyMfg 

Donald  E  Nordlund 

253 

253 

54 

20 

3 

Stromsburg,  Neb 

Administration 

287 

Melville 

Francis  C  Rooney  Jr 

253 

253 

54 

23 

12 

N  Brookfield,  Mass 

Sales 

288 

Bankers  Trust  NY 

Alfred  Brittain  III 

225 

252 

53 

29 

1 

Evanston,  III 

Finance 

289 

Fisher  Foods 

John  Fazio 

200 

251 

56 

10 

10 

Cleveland,  Ohio 

Retailing 

290 

Air  Prods  &  Chems 

Edward  Donley 

246 

251tt 

54 

33 

2 

Highland  Park,  Mich 

Technical 

291 

Cooper  Industries 

Robert  Cizik 

251 

251 

45 

14 

1 

Scranton,  Pa 

Finance 

292 

Zenith  Radio 

■Joseph  S  Wright 

251 

251 

65 

24 

12 

Portland,  Ore 

Legal 

293 

Stauffer  Chemical 

H  Barclay  Morley 

250 

250 

47 

13 

2 

Sydney,  Can 

Technical 

294 

Carter  Hawley  Hale 

Edward  W  Carter 

250 

250 

64 

30 

30 

Cumberland,  Md 

Administration 

294 

Gulf  Life  Holding 

E  Grant  Fitts 

200 

250 

59 

8 

8 

Montevallo,  Ala 

Legal 

294 

Lear  Siegler 

Robert  T  Campion 

250 

250 

54 

18 

5 

Minneapolis,  Minn 

Finance 

297 

Budd 

Gilbert  F  Richards 

220 

249 

60 

17 

4 

Prairieburg,  Iowa 

Sales 

298 

Hershey  Foods 

'Harold  S  Mohler 

249 

249 

57 

27 

10 

Ephrata,  Pa 

Production 

299 

Western  Union 

Russell  W  McFall 

248 

248 

54 

12 

10 

Moline,  III 

Technical 

300 

E 1  du  Pont 

Irving  S  Shapiro 

241 

248 

60 

25 

2 

Minneapolis,  Minn 

Legal 

301 

Travelers 

Morrison  H  Beach 

231 

248 

59 

36 

3 

Winsted,  Conn 

Insurance 

302 

IntI  Flavors  &  Frag 

Henry  G  Walter  Jr 

190 

246 

65 

13 

13 

New  York,  NY 

Legal 

303 

Aetna  Life  &  Cas 

John  H  Filer 

240 

246 

51 

17 

3 

New  Haven,  Conn 

Legal 

304 

Moore  McCormack  Res 

James  R  Barker 

245 

245 

41 

5 

5 

Cleveland,  Ohio 

Administration 

305 

Cyprus  Mines 

Henry  TMudd 

213 

245 

62 

30 

11 

Los  Angeles,  Cal 

Technical 

306 

McDonald's 

Fred  L  Turner 

225 

245 

43 

20 

2 

Des  Moines,  Iowa 

Administration 

307 

Times  Mirror 

Franklin  D  Murphy 

240 

244 

60 

7 

7 

Kansas  City,  Mo 

Administration 

308 

AMF 

Rodney  C  Gott 

242 

243 

64 

30 

8 

Brooklyn,  NY 

Technical 

309 

Connecticut  General 

Henry  R  Roberts 

223 

243 

59 

30 

15 

Toronto,  Can 

Insurance 

310 

USLIFE 

Gordon  E  Crosby  Jr 

243 

243 

55 

17 

10 

Remsen,  Iowa 

Sales 

311 

So  Natural  Resources 

John  S  Shaw  Jr 

228 

243 

60 

15 

8 

New  Orleans,  La 

Finance 

312 

Reynolds  Metals 

*°Richard  S  Reynolds  Jr 

243 

243 

67 

38 

20 

Winston-Salem,  NC 

Finance 

313 

Champion  IntI 

Andrew  C  Sigler 

243 

243 

44 

19 

1 

Brooklyn,  NY 

Marketing  m 

314 

Fleming  Companies 

Richard  D  Harrison 

214 

242 

52 

23 

10 

Salt  Lake  City,  Utah 

Legal  Ij 

315 

Boise  Cascade 

John  B  Fery 

234 

241tt 

46 

19 

3 

Bellingham,  Wash 

Production^l 

316 

Polaroid 

Edwin  H  Land 

235 

239 

67 

38 

38 

Bridgeport,  Conn 

Founder^P 

317 

McGraw-Edison 

Edward  J  Williams 

227 

^39 

53 

4 

3 

St  Louis,  Mo 

Finance  ^m 

318 

U  S  Industries 

1  John  Billera 

239 

239 

63 

23 

11 

New  York,  NY 

Finance  H 

319 

Quaker  Oats 

Robert  D  Stuart  Jr 

239 

239 

60 

29 

9 

Hubbard  Woods,  III 

Sales  ■ 

320 

R  H  Macy 

Donald  B  Smiley 

157 

238 

61 

30 

4 

Albany,  III 

Legal! 

321 

Turner  Construction 

Howard  S  Turner 

236 

236 

64 

11 

8 

Jenkintown,  Pa 

Administration! 

322 

Upjohn 

Ray  T  Parfet  Jr 

219 

236 

53 

28 

14 

Port  Huron,  Mich 

FinanceK 

t  Includes  bonuses  paid  In  unrestricted  shares  of  company  stock. 
: :  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
t  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

8)  Succeeded  by  John  J.  Ncvin,  4/1/76.                  ■ 

9)  Succeeded  by  William  E.  Dearden.  3/1/76.           H 
10)  Succeeded  by  David  P.  Reynolds,  3/25/76.        W 
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Some  of  the  worst  traffic  jams  you  never  see. 


I 


If-  you  think  city  streets  are  becoming 
congested,  you  should  see  what's  happening 
beneath  them. 

Communication  cables  under  the  streets 
get  busier  almost  every  day  They're  carrying 
more  and  more  telephone  calls,  computer  data, 
TV  signals  —  electronic  traffic  of  all  kinds. 

In  city  after  city  it  seems  the  only  way  to 
keep  up  is  to  tear  up  the  streets,  and  install  more 
conduits  for  more  cables. 

Well,  the  people  of  ITT  have  come  up 
with  a  different  answer— optical  fibers.  Threads 
of  ultrapure  glass,  almost  as  slender  as  a 


human  hair.  Over  these  fibers,  we  can  com- 
municate by  light  — laser  light. 

ITT  has  pioneered  a  way  to  do  this, 
practically  and  economically. 

Eventually,  we  could  replace  today's  under- 
ground cables  with  cables  of  optical  fibers  no 
thicker  than  an  ordinary  pencil  —  expanding 
capacity  by  carrying  thousands  of  times  more 
information  in  the  same  space. 

We  could  end  the  congestion  below  our 
streets,  without  tearing  them  up  to  do  it. 


The  best  ideas  are  the 
ideas  that  help  people. 


ITT 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y  10022. 


Who  Gets  the  Most  Pay 
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^^^ 

^^^ 
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Bonust 

Remunerationt 

With 

As 
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(WOO) 
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323 

Interco 

Maurice  R  Chambers 

150 

236 

59 

27 

14 

St  Louis,  Mo 

Sales 

324 

J  P  Stevens 

James  D  Finley 

230 

236 

59 

30 

6 

Jackson,  Ga 

Sales 

325 

ACF  Industries 

John  F  Burditt 

168 

236 

58 

27 

9 

Newton,  Mass 

Finance 

326 

Lone  Star  Industries 

Robert  WHutton 

235 

235 

55 

11    « 

1 

Olympia,  Wash 

Operations 

326 

Jos  Schlitz  Brewing 

Robert  A  UihIeinJr 

235 

235 

60 

33 

15 

Milwaukee,  Wise 

Administration 

328 

Safeway  Stores 

William  S  Mitchell 

235 

235 

61 

39 

2 

Alameda,  Cal 

Administration 

329 

CIT  Financial 

Walters  Holmes  Jr 

235 

235 

56 

17 

5 

South  River,  NJ 

Finance 

330 

Anaconda 

John  B  M  Place 

225 

234 

50 

4 

4 

New  York,  NY 

Finance 

331 

Rexnord 

William  C  Messinger 

184 

234 

61 

33 

8 

Milwaukee,  Wise 

Production 

332 

Texas  Eastern 

George  F  Kirby 

224 

232 

59 

6 

3 

Cheneyville,  La 

Administration 

333 

Carnation 

H  Everett  Olson 

232 

232 

69 

45 

13 

Chicago,  III 

Finance 

334 

National  City  Corp 

Claude  M  Blair 

160 

232 

63 

9 

4 

Columbia,  Tenn 

Legal 

335 

Sterling  Drug 

W  Clarke  Wescoe 

205 

232 

56 

6 

2 

Allentown,  Pa 

Technical 

336 

Eastern  Gas  &  Fuel 

John  N  Philips 

182 

232 

54 

29 

2 

Pittsburgh,  Pa 

Administration 

337 

Columbia  Gas  System 

Bernard  J  Clarke 

222 

232 

55 

24 

1 

Philadelphia,  Pa 

Technical 

338 

Republic  of  Texas 

James  W  Aston 

202 

231 

64 

30 

15 

Farmersville,  Tex 

Administration 

339 

SmithKline  Corp 

Robert  F  Dee 

227 

231 

51 

27 

4 

Cincinnati,  Ohio 

Administration 

340 

H  F  Ahmanson 

William  H  Ahmanson 

211 

231 

50 

26 

7 

Omaha,  Neb 

Administration 

341 

ASARCO 

Charies  F  Barber 

230 

230 

59 

20 

5 

Chicago,  III 

Legal 

342 

Amstar 

Robert  T  Quittmeyer 

229 

230 

55 

20 

4 

Peekskill,  NY 

Legal 

343 

Crocker  Natl  Corp 

Thomas  R  Wilcox 

230 

230 

59 

2 

2 

New  York,  NY 

Finance 

344 

Nationwide  Corp 

Dean  W  Jeffers 

230 

230 

59 

36 

4 

Woodsfield,  Ohio 

Marketing 

344 

Coastal  States  Gas 

Oscar  S  Wyatt  Jr 

230 

230 

51 

20 

20 

Beaumont,  Tex 

Founder 

346 

Petrolane 

Rudolph  J  Munzer 

218 

229 

58 

29 

19 

Minneapolis,  Minn 

Sales 

347 

First  Bank  System 

Donald  R  Grangaard 

213 

229 

57 

37 

7 

Rothsay,  Minn 

Administration 

348 

Westvaco 

David  L  Luke  III 

228 

228 

52 

24 

12 

Tyrone,  Pa 

Finance 

349 

Control  Data 

William  C  Norris 

228 

228 

64 

18 

18 

Red  Cloud,  Neb 

Founder 

350 

Pullman 

Samuel  B  Casey  Jr 

222 

228 

48 

5 

5 

Pittsburgh,  Pa 

Administration 

351 

Lockheed  Aircraft 

*  ^Daniel  J  Haughton 

219 

227 

64 

36 

9 

Walker  County,  Ala 

Production 

352 

Beneficial  Corp 

Edgar  T  Higgins 

226 

226 

70 

43 

5 

Richmond,  Ky 

Legal 

353 

Del  Monte 

Alfred  W  Fames  Jr 

220 

226tt 

61 

41 

7 

Honolulu,  Haw 

Production 

354 

Gillette 

Colman  M  Mockler  Jr 

215 

226 

46 

18 

1 

St  Louis,  Mo 

Finance 

355 

Houston  Natural  Gas 

Robert  R  Herring 

225 

225 

55 

12 

8 

Childress,  Tex 

Technical 

356 

Texas  Gas  Transmn 

William  M  Elmer 

219 

225 

61 

28 

8 

Roehelle,  III 

Finance 

357 

Litton  Industries 

Charles  B  Thornton 

225 

225 

62 

22 

22 

Knox  County,  Tex 

Founder 

357 

American  Motors 

Roy  D  Chapin  Jr 

225 

225 

60 

38 

9 

Detroit,  Mich 

Finance 

357 

Reliance  Group 

Saul  Steinberg 

225 

225 

36 

15 

15 

New  York,  NY 

Founder 

357 

White  Motor 

Semen  E  Knudsen 

225 

225 

63 

5 

5 

Buffalo,  NY 

Administration 

357 

Peoples  Gas 

Robert  M  Orevs 

225 

225 

63 

42 

3 

Chicago,  III 

Finance 

357 

Martin  Marietta 

J  Donald  Rauth 

225 

225 

58 

35 

3 

Pitman,  NJ 

Technicat 

363 

Natl  Detroit  Corp 

Robert  M  Surdam 

195 

224 

58 

29 

7 

Albany,  NY 

Finance 

364 

Loews 

Laurence  A  Tisch 

223 

224 

53 

16 

16 

New  York,  NY 

Finance 

365 

Baker  International 

Earnest  H  Clark  Jr 

224 

224 

49 

29 

11 

Birmingham,  Ala 

Technical 

366 

GenI  Tire  &  Rubber 

Michael  G  O'Neil 

221 

224 

54 

30 

16 

Akron,  Ohio 

Administration 

367 

Wheeling-Pitts  Steel 

Robert  E  Lauterbach 

210 

223 

57 

36 

2 

Erie,  Pa 

Sales 

368 

Bucyrus-Erie 

Eugene  P  Berg 

198 

223 

62 

15 

13 

Chicago,  III 

Production 

369 

United  States  Sugar 

John  B  Boy 

223 

223 

59 

30 

5 

Johnson  City,  Tenn 

Production 

370 

Bank  of  New  York 

Elliott  Averett 

182 

77? 

58 

36 

1 

Chatham,  NJ 

Banking 

371 

Florida  Power  &  Lt 

Marshall  McDonald 

143 

777 

58 

4 

4 

Memphis,  Tenn 

Financaj 

372 

Dun  &  Bradstreet  Cos 

Harrington  Drake 

212 

222 

56 

28 

1 

Kansas  City,  Mo 

Marketing! 

Includes  bonuMS  paid  in  unrestricted  shares  of  company  stock. 
:  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options, 
t  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

11)  Succeeded  by  Robert  W. 

Haack, 

2/13/76. 
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"Objectivity,  sure.  In 
employee  benefit  planning, 
it's  vital.  But  so  is  the 
ability  to  get  inside  a 
client's  mind,  to  identify. 

"You  need  a  consultant 
who  can  do  both." 

Norman  Minor,  VP.  and  actuary 
Chicago  office 


Johnson 
sHiggins 
tells  i! 
Ilko  i!  is. 


Who  Gets  the  Most  Pay 


Compensation 

^"^^ 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration) 

WHh 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

373 

First  Inti  Bshs 

Robert  H  Stewart  III 

218 

221tt 

50 

25 

16 

Dallas,  Tex 

Finance 

374 

Burlington  Inds 

Horace  C  Jones 

215 

221 

59 

37 

2 

Philadelphia,  Pa 

Administration 

374 

Southern  Pacific 

Benjamin  F  Biaggini 

215 

221 

60 

39 

7 

New  Orieans,  La 

Technical 

376 

Dow  Jones 

Warren  H  Phillips 

187 

221 

49 

28 

1 

New  York,  NY 

Journalism 

377 

George  A  Hormel 

Ira  J  Holton 

218 

221 

56 

29 

4 

Cedar  Rapids,  Iowa 

Legal 

378 

Am  Natural  Resources 

Wilber  H  Mack 

212 

221 

65 

23 

3 

Westfield,  Mass 

Administration 

379 

Champion  Sparic  Plug 

Robert  A  StranahanJr 

221 

221 

61 

40 

21 

Toledo,  Ohio 

Administration 

380 

Western  Bancorp 

Ralph  J  Voss 

220 

220 

65 

29 

2 

Eagle  Grove,  Iowa 

Administration 

381 

Equimark 

Marion  A  Cancelliere 

175 

220 

65 

41 

23 

Pittsburgh,  Pa 

Finance 

382 

Associated  Dry  Goods 

*'Lewis  P  Seller 

220 

220 

70 

40 

9 

Louisville,  Ky 

Sales 

382 

American  Airlines 

Albert  V  Casey 

220 

220 

56 

2 

2 

Boston,  Mass 

Rnance 

382 

MGM 

Frank  E  Rosenfelt 

220 

220 

54 

21 

1 

Peabody,  Mass 

Legal 

385 

Joy  Manufacturing 

James  W  Wilcock 

219 

219 

58 

10 

8 

Dayton,  Ohio 

Marketing 

386 

Lykes 

Joseph  T  Lykes  Jr 

219 

219 

57 

30 

7 

New  Rochelle,  NY 

Sales 

387 

Continental  Corp 

"Nathan  H  Wentworth 

205 

217 

65 

23 

6 

Newton,  Mass 

Administration 

388 

First  Penna  Corp 

John  R  Bunting 

216 

216 

50 

11 

7 

Philadelphia,  Pa 

Banking 

389 

Chrysler 

John  J  Riccardo 

216 

216 

51 

17 

1 

Little  Falls,  NY 

Finance 

390 

McDonnell  Douglas 

Sanford  N  McDonnell 

185 

215 

53 

27 

4 

Little  Rock,  Ark 

Technical 

391 

First  Mississippi 

J  Kelley  Williams 

210 

215 

42 

8 

4 

Bentonia,  Miss 

Technical 

392 

Texas  Commerce  Bshs 

Ben  F  Love 

205 

215 

51 

9 

3 

Vernon,  Tex 

Finance 

393 

PACCAR 

Charies  M  Pigott 

211 

214 

47 

19 

8 

Seattle,  Wash 

Administration 

394 

Delta  Air  Lines 

William  T  Beebe 

213 

213 

61 

29 

4 

Los  Angeles,  Cal 

Administration 

395 

Seaboard  Coast  Line 

W  Thomas  Rice 

163 

213 

63 

18 

11 

Hague,  Va 

Technical 

396 

American  Financial 

Cari  H  Lindner 

212 

212 

57 

22 

22 

Dayton,  Ohio 

Founder 

397 

Farmers  Group 

Robert  E  Eariy 

187 

212 

58 

34 

14 

Chicago,  III 

Operations 

398 

Stop  &  Shop 

Sidney  R  Rabb 

210 

212 

75 

58 

47 

Boston,  Mass 

Administration 

399 

Pet 

Boyd  F  Schenk 

212 

212 

53 

28 

7 

Providence,  Utah 

Production 

400 

Phelps  Dodge 

George  B  Munroe 

204 

212 

54 

18 

6 

Joliet,  III 

Legal 

401 

Inland  Container 

Heniy  C  Goodrich 

211 

211 

56 

8 

6 

Fayetteville,  Tenn 

Technical 

402 

Consolidated  Edison 

Charles  F  Luce 

160 

210 

58 

8 

8 

Platteville,  Wise 

Administration 

402 

CleveTrust  Corp 

M  Brock  Weir 

210 

210 

54 

3 

3 

Wenatchee,  Wash 

Finance 

402 

Wickes 

E  L  McNeely 

205 

210 

57 

11 

5 

Pattonsburg,  Mo 

Marketing 

402 

Armstrong  Cork 

James  H  Binns 

210 

210 

63 

40 

8 

Salida,  Colo 

Marketing 

406 

G  D  Searle 

Daniel  C  Searie 

188 

210 

50 

24 

5 

Evanston,  III 

Administration 

407 

Hanna  Mining 

James  N  Purse 

201 

208 

52 

20 

2 

Detroit,  Mich 

Sales 

408 

Amerada  Hess 

Leon  Hess 

207 

207 

62 

43 

3 

Asbury  Park,  NJ 

Founder 

409 

Kimberiy-Clark 

Darwin  E  Smith 

201 

207 

50 

18 

4 

Garrett,  Ind 

Legal 

410 

Seafirst 

William  M  Jenkins 

197 

207 

57 

30 

13 

Sultan,  Wash 

Finance 

411 

Eltra 

J  Adreon  Keller 

197 

207 

57 

20 

18 

Baltimore,  Md 

Administration 

412 

Libbey-Owens-Ford 

Robert  G  Wingerter 

205 

205 

59 

9 

9 

Detroit,  Mich 

Administration 

413 

Akzona 

Claude  S  Ramsey 

205 

205 

51 

25 

9 

AshevJIle,  NC 

Administration 

414 

Southwest  Bancshares 

Aylmer  G  McNeese  Jr 

186 

205 

64 

20 

9 

Hubbard,  Tex 

Legal 

415 

First  Banc  Group 

John  G  McCoy 

175 

205 

63 

38 

16 

Marietta,  Ohio 

Finance 

415 

Colonial  Stores 

Ernest  F  Boyce 

205 

205 

59 

12 

9 

Somerville,  Mass 

Administration 

415 

Adgraph  Multigraph 

Charies  L  Davis 

205 

205 

56 

5 

5 

Lakeland,  Fla 

Administration 

418 

First  City  Bancorp 

James  A  Elkins  Jr 

205 

205 

57 

34 

13 

Galveston,  Tex 

Administration 

419 

Pittston 

Nicholas  T  Camicia 

172 

205 

60 

7 

6 

Welch,  W  Va 

Operations 

420 

Chicago  Bridge  &  Iron 

Marvin  G  Mitchell 

158 

203 

59 

36 

6 

Waycross,  Ga 

Sales 

421 

General  Host 

Harris  J  Ashton 

201 

201 

43 

10 

6 

Elizabeth,  NJ 

Legal 

422 

Pacific  Gas  &  Elec 

Shermer  L  Sibley 

195 

201 

62 

39 

6 

Oakland,  Cal 

Technical 

t   Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
i  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
tt   Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

12)  Succeeded  by  Richard  Pivirotto.  2/1/76. 

13)  Succeeded  by  John  B.  Rieker.  Jr.,  2/1/76. 
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This  announcement  is  neitlier  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


4,750,000  Shares 

The  El  Paso  Company 


Common  Stock 

(Par  Value  $3  per  Share) 


Price  $13.75  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


White,  Weld  &  Co. 

Incorporated 


Bache  Halsey  Stuart  Inc. 
Dillon,  Read  &  Co.  Inc. 
Goldmaq,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 
Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 

April  23.  1976 


The  First  Boston  Corporation 
Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Burnham  &  Co. 

Incorporated 


Homblower  &  Weeks-Hemphill,  Noyes        E.  F.  Hutton  &  Company  Inc. 

Incorporated 


Kuhn,  Loeb  &  Co. 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith       Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Salomon  Brothers 
Dean  Witter  &  Co. 

Incorporated 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Shearson  Hayden  Stone  Inc. 


Who  Gets  the  Most  Pay 


Compensation 

Salary  & 

Total 

Years  Served 

Rank 

Company 

Chief  Executive 

Bonusf 
($000) 

Remuneration^: 
($000) 

Age 

With 
Company 

As 
Chief 

Place  of  Birth 

Business 
Background 

423 

UAL 

Edward  E  Carlson 

201 

201 

64 

5 

5 

Tacoma,  Wash 

Administration 

424 

Union  Bancorp 

HarryJVolk 

200 

200 

70 

19 

19 

Trenton,  NJ 

Administration 

425 

Pacific  Lighting 

Paul  A  Miller 

194 

200 

51 

27 

7 

San  Francisco,  Cal 

Finance 

426 

Knight-Ridder  News 

'''Lee  Hills 

200 

200 

69 

33 

2 

Granville,  ND 

Legal 

426 

Sunbeam 

Robert  P  Gwinn 

200 

200 

68 

40  < 

20 

Anderson,  Ind 

Sales 

426 

Archer  Danis  Midland 

Dwayne  D  Andreas 

200 

200 

58 

5 

5 

Worthington,  Minn 

Finance 

426 

Briggs  &  Stratton 

Vincent  R  Shiely 

200 

200 

55 

16 

3 

St  Paul,  Minn 

Administration 

426 

Ryder  System 

Leslie  0  Barnes 

200* 

200 

59 

1 

1 

Canisteo,  NY 

Administration 

426 

Kroger 

James  P  Herring 

200 

200 

61 

21 

5 

Greenville,  NC 

Marketing 

426 

Santa  Fe  Industries 

John  S  Reed 

200 

200 

58 

36 

3 

Chicago,  III 

Administration 

433 

Combined  Insurance 

Clement  Stone 

172 

200 

47 

24 

2 

Evanston,  III 

Sales 

434 

Panhandle  Eastern 

Richard  L  O'Shields 

193 

199 

49 

16 

6 

Ozark,  Ark 

Production 

435 

Campbell  Taggart 

Bill  0  Mead 

198 

198 

56 

16 

6 

Abilene,  Tex 

Sales 

436 

Foster  Wheeler 

Frank  A  Lee 

124 

198 

51 

16 

5 

Greenville,  Pa 

Technical 

437 

Philadelphia  Natl 

G  Morris  Dorrance  Jr 

164 

198 

53 

24 

7 

Philadelphia,  Pa 

Finance 

438 

Tesoro  Petroleum 

Robert  V  West  Jr 

198 

198 

55 

19 

11 

Kansas  City,  Mo 

Founder 

439 

Kewanee  Industries 

"Wm  Wikoff  Smith 

190 

197 

57 

30 

4 

Bryn  Mawr,  Pa 

Administration 

440 

So  Calif  Edison 

Jack  K  Horton 

190 

196 

59 

17 

11 

Stanton,  Neb 

Legal 

441 

Dravo 

Robert  Dickey  ill 

195 

195 

58 

28 

10 

Pittsburgh,  Pa 

Sales 

442 

Baxter  Travenol 

William  B  Graham 

179 

195 

64 

31 

23 

Chicago,  III 

Legal 

443 

Marshall  Field 

Joseph  A  Burnham 

195 

195 

56 

27 

2 

Berryville,  Ark 

Operations 

444 

Bandag 

Harker  Collins 

173 

195 

51 

3 

2 

Denver,  Colo 

Administration 

445 

General  Public  Utils 

William  G  Kuhns 

195 

195 

54 

20 

9 

Milwaukee,  Wise 

Finance 

445 

Owens-Corning  Fbrgis 

William  W  Boeschenstein 

190 

195 

50 

25 

3 

Chicago,  III 

Administration 

447 

Carrier 

Melvin  C  Holm 

193 

193 

59 

39 

8 

Iron  River,  Mich 

Finance 

448 

NLT 

William  C  Weaver  Jr 

189 

193 

63 

35 

3 

Nashville,  Tenn 

Finance 

449 

Corning  Glass  Works 

Amory  Houghton  Jr 

190 

193 

49 

23 

12 

Corning,  NY 

Administration 

450 

Clorox 

Robert  B  Shetterly 

178 

193 

60 

39 

8 

Corning,  NY 

Marketing 

451 

Lincoln  Natl  Corp 

Thomas  A  Watson 

187 

192 

58 

30 

4 

Winona  Lake,  Ind 

Marketing 

452 

American  Natl  FinI 

Glendon  E  Johnson 

192 

192 

52 

5 

5 

Cleveland,  Utah 

Legal 

453 

Fischbach  &  Moore 

Allen  D  Fischbach 

192 

192 

58 

37 

9 

New  York,  NY 

Administration 

454 

Consol  Freightways 

William  G  White 

189 

191 

63 

16 

15 

San  Francisco,  Cal 

Operations 

455 

Cummins  Engine 

Henry  B  Schacht 

191 

191 

41 

11 

2 

Erie,  Pa 

Administration 

456 

Northwest  Bancorp 

Henry  T  Rutledge 

179 

191 

63 

47 

10 

Glencoe,  Minn 

Finance 

457 

Brown  Group 

W  L  Hadley  Griffin 

184 

190 

57 

29 

7 

Edwardsville,  III 

Legal 

458 

Hewlett-Packard 

William  R  Hewlett 

178 

188 

62 

37 

7 

Ann  Arbor,  Mich 

Founder 

459 

McGraw-Hill 

Harold  W  McGraw  Jr 

188 

188tt 

58 

29 

1 

New  York,  NY 

Marketing 

460 

Seven-Up 

Ben  H  Wells 

168 

188 

69 

37 

11 

Saginaw,  Mich 

Sales 

461 

Morrison-Knudsen 

William  H  McMurren 

170 

188 

48 

21 

3 

Ontario,  Ore 

Technical 

462 

First  Hawaiian  Inc 

John  D  Bellinger 

128 

188 

53 

34 

7 

Honolulu,  Haw 

Operations 

463 

First  Natl  Boston 

Richard  D  Hill 

170 

188 

56 

30 

4 

Salem,  Mass 

Banking 

464 

Commonwealth  Oil  Rfg 

James  C  Phelps 

188'^^ 

188 

53 

1 

1 

Lindsay,  Okia 

Technical 

465 

Adolph  Coors 

William  K  Coors 

186 

186 

59 

36 

15 

Golden,  Colo 

Technical 

466 

Hercules 

Werner  C  Brown 

183 

186 

57 

33 

5 

Norfolk,  Va 

Sales 

467 

Super  Valu  Stores 

Jack  J  Crocker 

185 

.185 

51 

3 

2 

Portland,  Ore 

Administration 

468 

Perkin-Elmer 

Chester  WNimitzJr 

125 

184 

61 

14 

11 

Brooklyn,  NY 

Administration 

469 

Pittsburgh  National 

Merie  E  Gilliand 

170 

184 

54 

23 

6 

Pitcairn,  Pa 

Finance 

470 

Texas  Instruments 

Mark  Shepherd  Jr 

180 

183 

53 

28 

7 

Dallas,  Tex 

Technical 

471 

Southern  Company 

Aivin  W  Vogtie  Jr 

183 

183 

57 

34 

5 

Birmingham,  Ala 

Legal 

472 

Naico  Chemical 

Robert  T  Powers 

172 

183 

55 

30 

4 

Brookline,  Pa 

Sales 

t   Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
t  Salary,  bonus,  director's  fees,  and  deferred  compensation:  excludes  stock  options 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

*   Salary  annualized. 

14)  ! 
15) 

Succeeded  by  Alvah  H.  Chapman  4/20/76. 
deceased;  succeeded  by  Johnle  M    Ou/ls,  1/76 
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Giuld  an  American 

perfume  manufacturer  enjoy 

the  sweet  smell  of  success 

in  France? 


He  very  well  might. 

In  1973,  France  imported  close  to  $1  million  worth 
of  American  perfumes  and  the  market  is  healthy. 

time's  Research  and  Marketing  Department  col- 
lects information  on  international  marketing  patterns 
in  many  important  categories  and  many  countries. 

This  group  is  glad  to  collaborate  with  your  own 
marketing  people  to  help  find  ways  to  move  your 
products  through  the  markets  of  the  world  with 


greater  ease  and,  even  more  important,  greater  profits. 

And  we  can,  of  course,  tell  you  how  to  best  use  the 
international  editions  of  TIME.  Whether  you  want  to 
reach  a  continent,  a  region  or  a  single  country, 
chances  are  good  that  some  combination  of  TIME's 
108  editions  will  be  right  for  you. 

Next  time  you're  drawing  up  your  multinational 
marketing  strategy,  why  not  call  in  TIME?  Together, 
we  should  be  able  to  sniff  out  where  the  money  is. 


For  mtdtinational  marketing 


who  Gets  the  Most  Pay 


'"^"' 

Compensation 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration^: 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

473 

Continental  Tel 

Charles  Wohlstetter 

182 

182 

66 

15 

4 

New  York,  NY 

Finance 

474 

Trans  World  Airlines 

Charles  C  Tillinghast  Jr 

163 

182 

65 

15 

15 

Saxton's  River,  Vt 

Legal 

475 

American  Stores 

John  R  Park 

178 

182 

60 

37 

8 

Caro,  Mich 

Administration 

476 

Consol  Natural  Gas 

Robert  E  Seymour 

165 

182 

60 

37  < 

2 

Meadville,  Pa 

Finance 

477 

Phila  Electric 

Robert  F  Gilkeson 

107 

181 

58 

36 

6 

Philadelphia,  Pa 

Operations 

478 

Walter  E  Heller  IntI 

Franklin  A  Cole 

180 

181 

49 

13 

5 

Park  Falls,  Wise 

Legal 

479 

MGIC  Investment 

Max  H  Karl 

175 

181 

66 

19 

19 

Milwaukee,  Wise 

Founder 

480 

Transco  Companies 

William  J  Bowen 

176 

180 

54 

1 

1 

Sweetwater,  Tex 

Technical 

481 

Enserch 

William  C  McCord 

175 

180 

48 

26 

5 

San  Antonio,  Tex 

Technical 

482 

Gardner-Denver 

Lynn  L  Leigh 

180 

180 

50 

9 

3 

Burley,  Ida 

Marketing 

482 

Rollins  Inc 

0  Wayne  Rollins 

180 

180 

64 

28 

28 

Ringgold,  Ga 

Founder 

484 

Black  &  Decker 

Francis  P  Lucier 

180 

180 

48 

13 

1 

Boston,  Mass 

Marketing 

485 

INA 

Ralph  S  Saul 

179 

180 

53 

1 

1 

Brooklyn,  NY 

Legal 

486 

Scott  Paper 

Charles  D  Dickey  Jr 

180 

180 

58 

29 

4 

New  York,  NY 

Production 

487 

Colonial  Penn  Group 

John  J  MacWilliams 

175 

179 

47 

7 

6 

Syracuse,  NY 

Administration 

488 

Industrial  National 

John  J  Cummings  Jr 

159 

178 

52 

29 

4 

Providence,  Rl 

Finance 

489 

Fidelity  Union  Bncp 

C  Malcolm  Davis 

161 

177 

57 

20 

16 

Roslyn,  NY 

Finance 

490 

Whittaker 

Joseph  F  Alibrandi 

171 

177 

47 

5 

5 

Boston,  Mass 

Administration 

491 

First  Chicago  Corp 

A  Robert  Abboud 

156 

176 

46 

10 

1 

Boston,  Mass 

Legal 

492 

Detroit  Edison 

William  G  Meese 

153 

176 

59 

34 

4 

Rugby,  ND 

Technical 

493 

Amer  GenI  Insurance 

Benjamin  N  Woodson 

172 

175 

67 

22 

3 

Altoona,  Kan 

Sales 

494 

Gamble-Skogmo 

Bertin  C  Gamble 

175 

175 

78 

56 

26 

Chicago,  III 

Founder 

494 

Vomado 

Frederick  Zissu 

175 

175 

62 

39 

12 

New  York,  NY 

Legal 

494 

Allied  Supermarkets 

Eari  W  Smith 

175* 

175 

55 

1 

1 

Santa  Ana,  Cal 

Marketing 

497 

Southeast  Banking 

Hariy  H  Bassett 

168 

175 

59 

29 

10 

Flint,  Mich 

Finance 

498 

Marriott 

J  Willard  Marriott  Jr 

162 

174 

44 

19 

3 

Washington,  DC 

Administration 

499 

Gt  Western  Financial 

Stuart  Davis 

170 

174 

60 

37 

11 

Santa  Monica,  Cal 

Finance 

500 

Yellow  Freight  System 

George  E  Powell  Jr 

155 

174 

49 

24 

7 

Kansas  City,  Mo 

Administration 

501 

Rainier  Bancorp 

G  Robert  Truex  Jr 

174 

174 

51 

2 

2 

Red  Bank,  NJ 

Administration 

502 

DETROITBANK  Corp 

C  Boyd  Stockmeyer 

174 

174 

63 

35 

5 

Caseville,  Mich 

Finance 

503 

National  Can 

Frank  W  Considine 

165 

173 

54 

14 

3 

Chicago,  III 

Sales 

504 

Crum  &  Forster 

B  P  Russell 

150 

173 

56 

34 

5 

Fort  Worth,  Tex 

Sales 

505 

Consumers  Power 

Alphonse  H  Aymond 

168 

173 

61 

29 

16 

St  Louis,  Mo 

Legal 

506 

Pan  Am  World  Airways 

William  T  Seawell 

170 

173 

58 

4 

4 

Pine  Bluff,  Ark 

Operations 

507 

Marine  Midland  Banks 

Edward  W  Duffy 

164 

172 

50 

20 

2 

Utica,  NY 

Banking 

508 

Universal  Leaf 

Gordon  L  Crenshaw 

166 

172 

54 

29 

10 

Richmond,  Va 

Sales 

509 

Lubrizol 

Thomas  W  Mastin 

159 

171 

62 

33 

4 

New  Castle,  Ind 

Administration 

510 

United  Telecom 

Paul  H  Henson 

170 

170 

50 

17 

11 

Bennet,  Neb 

Technical 

511 

Cameron  Iron  Works 

Anthony  J  A  Bryan 

165 

170 

53 

3 

3 

Mexico 

Marketing 

512 

National  Chemsearch 

Lester  A  Levy 

150 

169 

53 

30 

30 

Dallas,  Tex 

Sale:! 

513 

United  Brands 

Wallace  W  Booth 

143 

168 

53 

1 

1 

Nashville,  Tenn 

Finance 

514 

Investors  Div  Svcs 

Charles  R  Orem 

161 

167 

59 

4 

4 

Nashville,  Tenn 

Finance 

515 

Mfrs  National  Corp 

Dean  E  Richardson 

167 

167 

48 

22 

3 

West  Branch,  Mich 

Legal 

516 

First  Union  Bancorp 

Edwin  S  Jones 

156 

166 

60 

30 

4 

St  Louis,  Mo 

Finance 

517 

Consolidated  Foods 

John  H  Bryan  Jr 

166 

166 

39 

15 

1 

West  Point,  Miss 

Administration 

518 

Michigan  National 

Stanford  C  Stoddard 

147 

165 

45 

22 

4 

Salt  Lake  City,  Utah 

Finance 

519 

Whitney  Holding  Corp 

William  A  Carpenter 

150 

165 

51 

21 

7 

Salyersville,  Ky 

Administration 

519 

Mohasco 

Herbert  L  Shuttleworth  11 

165 

165 

62 

38 

24 

Amsterdam,  NY 

Administration 

521 

St  Paul  Companies 

Cari  B  Drake  Jr 

165 

165 

56 

34 

3 

St  Paul,  Minn 

Administration 

522 

Harsco 

Joseph  T  Simpson 

165 

165 

69 

51 

27 

Columbia,  Pa 

Administration 

t  Includes  bonuMs  paid  In  unrestricted  shares  of  company  stock. 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 

*   Salary  annualized. 

244 


FORBES,    MAY    15.    1976 


Who  Gets  the  Most  Pay 


Compensation 

Salary  & 

Total 

Years  Served 

Bonust 

Remuneration^ 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

523 

Centran  Corp 

JohnAGelbach 

165 

165 

58 

20 

5 

Ellwood  City,  Pa 

Finance 

524 

Mercantile  Bancoip 

Donald  E  Lasater 

153 

164 

50 

17 

5 

St  Louis,  Mo 

Legal 

525 

WmWrigleyJr 

William  Wrigley 

159 

164 

43 

19 

15 

Chicago,  III 

Marketing 

526 

Blue  Bell 

Lowell  K  Mann 

152 

163 

58 

29 

2 

La  Grange,  Ga 

Production 

527 

National  Tea 

James  A  Watson 

163 

163 

57 

2 

2 

Minneapolis,  Minn 

Administration 

528 

United  VaBankshares 

Kenneth  A  Randall 

153 

163 

48 

6 

5 

Ogden,  Utah 

Rnance 

529 

^ybron 

WHIiam  G  Vonberg 

162 

162 

57 

23 

1 

New  York,  NY 

Finance 

530 

Southern  Railway 

W  Graham  Claytor  Jr 

162 

162 

64 

12 

8 

Roanoke,  Va 

Legal 

531 

BanCalTri-State 

'"Charles  deBretteville 

154 

161 

63 

13 

12 

San  Francisco,  Cal 

Banking 

532 

U  S  Bancorp 

John  A  Elorriaga 

160 

160 

52 

14 

1 

Jordan  Valley,  Ore 

Administration 

533 

Union  Electric 

Charles  J  Dougherty 

160 

160 

57 

34 

8 

Clayton,  Mo 

Legal 

533 

Donaldson,  Lufkin 

Richard  H  Jenrette 

159 

160 

47 

17 

2 

Raleigh,  NO 

Founder 

533 

First  Natl  Stores 

Alan  L  Haberman 

112 

160tt 

46 

9 

3 

Worcester,  Mass 

Administration 

536 

A  H  Robins 

William  LZimmer  III 

157 

160 

63 

21 

1 

Petersburg,  Va 

Legal 

537 

American  IntI  Group 

Maurice  R  Greenberg 

159 

159 

51 

15 

8 

New  York,  NY 

Administration 

538 

United  Gas  Pipe  Line 

JHughRoffJr 

154 

159 

44 

2 

2 

Wewoka,  Okia 

Legal 

539 

Hilton  Hotels 

Barron  Hilton 

158 

158 

48 

21 

10 

Dallas,  Tex 

Finance 

540 

Louisiana-Pacific 

Harry  A  Merlo 

150 

158 

49 

26 

2 

Stirling  City,  Cal 

Marketing 

541 

Outboard  Marine 

Charles  D  Strang 

157 

157 

55 

9 

1 

Brooklyn,  NY 

Technical 

542 

Freeport  Minerals 

Paul  W  Douglas 

131 

157 

49 

23 

1 

Springfield,  Mass 

Marketing 

543 

Indust  Valley  Bank 

Richard  W  Havens 

155 

157 

55 

22 

22 

Philadelphia,  Pa 

Finance 

544 

Texas  Utilities 

T  Louis  Austin  Jr 

152 

156 

57 

23 

2 

Trenton,  Tenn 

Production 

545 

Northeast  Utilities 

Leian  F  Sillin  Jr 

155 

155 

58 

8 

6 

Tampa,  Fla 

Legal 

545 

Genesco 

Franklin  M  Jarman 

155 

155 

44 

18 

3 

Nashville,  Tenn 

Finance 

547 

Richardson-Merrell 

Johns  Scott 

151 

155 

49 

25 

1 

West  Orange,  NJ 

Marketing 

548 

Uniroyal 

David  Beretta 

150 

155 

47 

23 

1 

Cranston,  Rl 

Technical 

549 

Illinois  Tool  Works 

Silas  SCathcart 

151 

154 

50 

27 

5 

Evanston,  III 

Administration 

550 

Murphy  Oil 

Charies  H  Murphy  Jr 

140 

154 

56 

25 

25 

El  Dorado,  Ark 

Founder 

551 

Central  Tel  &  Utils 

Robert  P  Reuss 

150 

154 

58 

3 

3 

Aurora,  III 

Operations 

552 

Cleveland  Elec  Ilium 

Karl  H  Rudolph 

150 

154 

62 

34 

9 

Cleveland,  Ohio 

Finance 

553 

Transohio  Financial 

Warner  B  Bishop 

154 

154 

57 

13 

13 

Lakewood,  Ohio 

Administration 

554 

First  Natl  Holding 

"Edward  D'Smith 

148 

153 

64 

22 

8 

Birmingham,  Ala 

Legal 

555 

Nicor 

Clarence  J  Gauthier 

127 

153 

54 

30 

4 

Houghton,  Mich 

Technical 

556 

Safeco 

Gordon  H  Sweany 

145 

152 

63 

41 

6 

Curtis,  Wash 

Legal 

557 

Mercantile  Texas 

Gene  H  Bishop 

140 

152 

46 

1 

1 

Forest,  Miss 

Finance 

558 

Jefferson-Pilot 

W  Roger  Soles 

152 

152 

55 

29 

8 

Whiteville,  NC 

Investment 

559 

Southwestern  Life 

William  H  Seay 

142 

152 

56 

7 

7 

Dallas,  Tex 

Finance 

560 

National  Industries 

Joseph  A  Gammon 

145 

152 

54 

10 

1 

Bowling  Green,  Ky 

Administration 

561 

USM 

William  S  Brewster 

150 

152 

59 

36 

12 

Plymouth,  Mass 

Administration 

562 

Financial  Federation 

Edward  L  Johnson 

151 

151 

66 

16 

16 

Chicago,  III 

Finance 

563 

A\(ery  International 

R  Stanton  Avery 

146 

151 

69 

40 

40 

Oklahoma  City,  Okia 

Founder 

564 

Waldbaum 

Ira  Waldbaum 

141 

151 

47 

29 

27 

Brooklyn,  NY 

Sales 

564 

Bamett  Banks  Fla 

Guy  W  Botts 

151 

151 

61 

12 

12 

Milton,  Fla 

Legal 

566 

Betz  Laboratories 

Robert  B  Marsh 

139 

151 

59 

34 

1 

Philadelphia,  Pa 

Administration 

567 

ARA  Services 

William  S  Fishman 

144 

151 

60 

36 

1 

Clinton,  Ind 

Operations 

568 

U  S  Fidelity  &  Gty 

Williford  Gragg 

150 

150 

61 

38 

3 

Memphis,  Tenn 

Legal 

569 

Rorer-Amchem 

John  W  Eckman 

150 

150 

56 

13 

4 

New  York,  NY 

Marketing 

570 

Imperial  Corp  of  Am 

VLViskas 

150 

150 

49 

16 

3 

Chicago,  III 

Finance 

571 

United  Merch  &  Mfrs 

Martin  J  Schwab 

150 

150 

53 

29 

1 

New  York,  NY 

Finance 

571 

UOP 

James  V  Crawford 

150' 

150 

56 

1 

1 

Burbank,  Cal 

Technical 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 

Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
t  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 

*  Salary  annualized. 

16)  Succeeded  by  Chauncey  E.  Schmidt, 

17)  Succeeded  by  Thomas  R.  Williams,  ] 

1/5/76. 
/1/76. 
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Compensation 

"^^ 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration^ 

WHh 

As 

Business 

Rank 

Company 

Chief  Executive 

(V)00) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

571 

Grand  Union 

James  Wood 

150* 

150 

46 

2 

1 

England 

Marketing 

571 

Middle  South  Utils 

Floyd  W  Lewis 

150 

150 

50 

26 

3 

Lincoln  County,  Miss 

Legal 

571 

Long  Island  Lighting 

John  J  Tuohy 

150 

150 

59 

30 

16 

Flushing,  NY 

Administration 

571 

Digital  Equipment 

Kenneth  H  Olsen 

150 

150 

50 

18 

18 

Bridgeport,  Conn 

Founder 

571 

Di  Giorgio 

Robert  Di  Giorgio 

150 

150 

64 

39  ' 

10 

New  York,  NY 

Finance 

571 

Howard  Johnson 

Howard  B  Johnson 

150 

150 

44 

21 

16 

Boston,  Mass 

Founder 

571 

AMP 

Joseph  D  Brenner 

150 

150 

59 

29 

4 

Carlisle,  Pa 

Production 

571 

Pueblo  International 

Harold  Toppel 

150 

150 

51 

21 

21 

Franklin,  NJ 

Founder 

571 

Arlen  Realty  &  Dvpt 

Arthur  G  Cohen 

150 

150 

46 

5 

5 

Brooklyn,  NY 

Founder 

571 

NCNB 

Thomas  1  Storrs 

150 

150 

57 

15 

2 

Nashville,  Tenn 

Finance 

571 

Genuine  Parts 

Wilton  0  Looney 

126 

150 

57 

37 

14 

Vanna,  Ga 

Operations 

584 

United  Jersey  Banks 

Edward  A  Jesser  Jr 

145 

150 

59 

16 

13 

New  York,  NY 

Finance 

585 

General  Reinsurance 

Harold  J  Hudson  Jr 

145 

150tt 

52 

20 

4 

Kansas  City,  Mo 

Legal 

586 

Giant  Food 

Joseph  B  Danzansky 

145 

149 

61 

11 

11 

Washington,  DC 

Legal 

587 

Potomac  Elec  Power 

W  Reid  Thompson 

149 

149 

51 

5 

5 

Durham,  NC 

Legal 

588 

American  Petrofina 

Richard  1  Galland 

144 

149 

59 

18 

7 

Denver,  Colo 

Legal 

589 

Hoerner  Waldorf 

'"John  F  Allen 

140 

147 

65 

38 

1 

St  Paul,  Minn 

Administration 

590 

Scot  Lad  Foods 

Walter  R  Schaub 

147 

147 

65 

43 

15 

Chicago,  III 

Founder 

591 

Midtantic  Banks 

Theron  L  Marsh 

146 

146 

64 

42 

2 

Madison,  NJ 

Finance 

592 

Texas  Oil  &  Gas 

"Louis  A  Beecherl  Jr 

145 

145 

50 

19 

19 

Dallas,  Tex 

Technical 

593 

Comsat 

Joseph  VCharyk 

140 

144 

55 

13 

6 

Canmore,  Can 

Administration 

594 

Public  Service  Ind 

Carroll  H  Blanchar 

122 

144 

64 

15 

14 

Windsor,  Wise 

Finance 

595 

Smith  International 

Robert  L  Flynne 

144 

144 

57 

21 

2 

Spokane, Wash 

Finance 

596 

Pacific  Lumber 

'<*Edward  M  Carpenter 

109 

144 

65 

42 

3 

Racine,  Wise 

Production 

597 

Union  Commerce  Corp 

Joseph  C  Coakley 

143 

143 

47 

7 

5 

Cleveland,  Ohio 

Legal 

598 

Texas  American  Bshs 

Lewis  H  Bond 

139 

143 

54 

23 

11 

Ashport,  Tenn 

Finance 

599 

Big  Three  Industries 

Harry  K  Smith 

143 

143 

64 

50 

20 

Pittsburgh,  Pa 

Administration 

600 

Continental  Bank 

Roy  T  Peraino 

129 

142 

48 

18 

6 

Philadelphia,  Pa 

Finance 

601 

Hawaii  Bancorp 

Clifton  D  Terry 

115 

142 

64 

16 

9 

Indianapolis,  Ind 

Finance 

602 

Supermarkets  General 

Milton  Perlmutter 

138 

140 

48 

19 

12 

Newark,  NJ 

Founder 

603 

Economics  Laboratory 

Edward  B  Osbom 

140 

140 

69 

47 

3 

Minneapolis,  Minn 

Sales 

604 

Zaie 

Donald  ZaIe 

128 

140 

42 

21 

5 

Wichita  Falls,  Tex 

Marketing 

605 

Skaggs  Companies 

Lennie  S  Skaggs 

126 

139 

52 

31 

10 

Yakima,  Wash 

Administration 

606 

Amer  Fletcher 

Frank  E  McKinney  Jr 

139 

139 

37 

8 

2 

Indianapolis,  Ind 

Finance 

606 

First  United  Bancorp 

Paul  W  Mason 

133 

139 

55 

14 

6 

Wichita,  Kan 

Banking 

608 

Citizens  &  Southern 

Richard  L  Kattel 

137 

139 

39 

17 

4 

Brooklyn,  NY 

Finance 

609 

W  W  Grainger 

David  W  Grainger 

115 

138 

48 

25 

2 

Chicago,  III 

Administration 

610 

Westmoreland  Coal 

Edward  B  Leisenring  Jr 

133 

138 

50 

19 

17 

Bryn  Mawr,  Pa 

Administration 

611 

Bank  of  Virginia 

Frederick  Deane  Jr 

129 

138 

49 

22 

2 

Boston,  Mass 

Finance 

612 

N  Y  State  Elec  &  Gas 

William  A  Lyons 

138 

138 

67 

46 

7 

Brooklyn,  NY 

Finance 

613 

Iowa  Beef  Processors 

John  F  Haigler 

134 

137 

64 

14 

4 

Creston,  Iowa 

Marketing 

614 

Fedl  Natl  Mortgage 

Oakley  Hunter 

132 

137 

59 

6 

6 

Los  Angeles,  Cal 

Legal 

615 

Hobart 

David  B  Meeker 

137 

137 

50 

26 

6 

Troy,  Ohio 

Marketing 

616 

No  States  Power 

David  F  McElroy 

137 

137 

63 

29 

1 

Hammond,  Ind 

Technical 

617 

Girard 

William  B  Eagleson  Jr 

125 

137 

50 

24 

1 

Philadelphia,  Pa 

Finance 

618 

First  Natl  Cine  Corp 

William  N  Liggett 

136 

136 

59 

27 

4 

Ripley,  Ohio 

Finance 

619 

Va  Electric  &  Power 

John  M  McGurn 

132 

136 

62 

41 

9 

El  Paso,  Tex 

Technical 

620 

Virginia  Natl  Bshs 

W  Wright  Harrison 

130 

136 

60 

34 

6 

Kingston,  NY 

Banking 

621 

First  Wisconsin  Corp 

George  F  Kasten 

136 

136 

64 

41 

7 

Milwaukee,  Wise 

Banking 

622 

Walgreen 

Charles  R  Walgreen  III 

128 

135 

40 

23 

5 

Chicago,  III 

Operations 

t   Includes  bonuses  peld  in  unrestricted  shares  of  company  stock. 
t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 
it   Excludes  amounts  contingently  payable  in  later  years  In  accordance  with  long- 
term  incentive  program. 

•  Salary 

annualized. 

18)  SuccMded  by  John  H.  Myers,  2/24/76. 

19)  Succeeded  by  William  L.  Hutchison.  1/21/76. 

20)  Succeeded  by  Robert  B.  Hoover,  S/1/76. 
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UP 


1945-1975 


iii 


UP 

314% 


OUTDOOR  LIFE 
CIRCULATION 


FISHING 
LICENSES 


UP 

207% 


HUNTING 
LICENSES 


Nole:    Latest  license  figures  reported  by 
U.S.  Fish  and  Wildlife  Service  in  1 975 
are  for  the  fiscal  year  1974 


1975 


991 

ad 

pages 


921 

ad 

pages 


JTDOOR    FIELDS     SPORTS 
LIFE         STREAM     AFIELD 

Source:  P.I.B. 


Marketing  men'always 
keep  a  sharp  eye  on  a 
market's  growth  and 
its  growth  leaders. 

That's  where  the 
profits  are.  Consider 
the  outdoor  sportsmen's 
market. 

Since  Johnny  came 
marching  home  in  1945, 
hunting  license  pur- 
chases increased  207%; 
fishing  licenses  in- 
creased 314%.  .And 
Outdoor  Life's  circu- 
lation went  up  415%. 


1976 


Advertisers  are  becoming  increasingly  aware  of  the  sales 


1  1975,  more  than  20  million  people  went  hunting,  40  million  went 
ping,  48  million  people  boating  and  over  60  million  people  went  fishing, 
ruly,  the  outdoor  sportsmen's  market  is  Big  Business.  And  it's  getting 
er  -  which  makes  Outdoor  Life  not  only  a  great  medium  for  sports 
ipment  advertising,  but  also  for  automotive  products,  apparel  and 
!wear,  beer  and  ale,  cigarettes  and  tobacco  products,  insurance,  liquor, 
IS  toiletries,  travel  -.you  name  it. 


Januarv  —  Mav  P°^^"^'3'  o*  ^^'^  market.  In  1975,  Outdoor  Life  was  not 
^  ^  ^  only  NUMBER  ONE  in  the  outdoor  field,  but  also 

NUMBER  ONE  in  ad  pages  among  all  men's 
monthly  magazines. 

In  1976,  Outdoor  Life  continues  to  lead  its 
field  in  ad  pages  (January  -  May  issues)  by  even 
greater  margins  than  in  the  same  period  of  1975. 

The  reason?  Our  unique  editorial  program.  It 
enables  both  beginner  and  expert  sportsman  to 
enjoy  his  sport  to  the  fullest.  We  turn  interest 
and  desire  into  satisfying  reality. 

The  proof  is  in  ou  newsstand  sales.  For  28 
consecutive  years  more  sportsmen  have  bought 
Outdoor  Life  off  the  newsstands  than  they  have 
any  other  magazine  edited  for  fishermen  and 
hunters.  And  Outdoor  Life  is  the  only  magazine 
in  its  field  to  exceed  $2,000,000  in  newsstand 
sales  in  1975. 

For  that  important  extra  dimension  in  your 
marketing  effort  this  year,  go  with  the  leader. 
Put  your  advertising  in  Outdoor  Life.  The  cost 
will  pleasantly  surprise  you. 


512 

46: 

f 

457 

ad 

ad 

ad 

pages 

pages 

pages 

OUTDOOR    FIELDS. 
LIFE         STREAM 


SPORTS 
AFIELD 


Source:  Ad  Age,  Jan.  -  Apr.  1976 

Publishers'  Estimate,  May,  1976 


Outdoor  Life 

Out  in  front.  Again. 


Ciiculation  Base 
1,775^00 


Times  Mirror  Magazines,  Inc. 
380  Madison  Avenue 
New  York,  New  York    10017 
(212)  687  3000 


who  Gets  the  Most  Pay 


*""" 

Compensation 

^^^^ 

Salary  & 

Total 

Years  Served 

Bonusf 

Remuneration:^ 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company    Chief 

Place  of  Birth 

Background 

623 

Public  Service  Colo 

Robert  T  Person 

135 

135 

61 

39 

17 

Des  Moines,  Iowa 

Sales 

624 

First  Charter  FinI 

S  Mark  Taper 

135 

135 

74 

21 

21 

England 

Founder 

624 

Grumman 

John  C  Bierwirth 

135 

135 

52 

3 

1 

Lawrence,  NY 

Finance 

626 

Chubb 

William  M  Rees 

135 

135 

60 

38 

6 

Brooklyn,  NY 

Operations 

627 

Central  Soya 

Joseph  F  Jones 

134 

134 

61 

16 

1 

De  Soto,  Mo 

Production 

628 

Houston  Ltg  &  Power 

John  G  Reese 

134 

134 

66 

48 

1 

Lett,  Tex 

Finance 

629 

Valley  Natl  Bk  Ariz 

Gilbert  F  Bradley 

130* 

134 

55 

38 

1 

Miami,  Ariz 

Administration 

630 

Fred  Meyer 

^''Fred  G  Meyer 

126 

134 

91 

53 

53 

Brooklyn,  NY 

Founder 

631 

Thomas  &  Betts 

J  David  Parkinson 

133 

133 

46 

22 

2 

Philadelphia,  Pa 

Marketing 

632 

Landmark  Banking  Fla 

Fred  R  Millsaps 

115 

133 

47 

6 

5 

Blue  Ridge,  Ga 

Administration 

633 

Liberty  Natl  Life 

Frank  P  Samford  Jr 

125 

133 

55 

28 

9 

Montgomery,  Ala 

Legal 

634 

First  Empire  State 

Charles  R  Diebold 

133 

133 

64 

6 

6 

Buffalo,  NY 

Finance 

635 

Allegheny  Power 

Charles  B  Finch 

132 

132 

56 

22 

4 

New  York,  NY 

Legal 

636 

Snap-On  Tools 

Norman  E  Lutz 

132 

132 

60 

30 

1 

Racine,  Wise 

Finance     1 
Finance 

637 

Financial  General 

William  J  Schuiling 

126 

132 

64 

13 

1 

Grand  Rapids,  Mich 

638 

Deluxe  Check  Printers 

Joseph  L  Rose 

115 

132 

64 

46 

13 

Waterloo,  Iowa 

Production 

639 

First  Alabama  Bshs 

FrankAPIummer 

97 

131 

63 

11 

5 

Richland,  NY 

Finance 

640 

Baltimore  Gas  &  Elec 

C  Edward  Utermohle  Jr 

131 

131 

61 

42 

6 

Baltimore,  Md 

Technical 

641 

Carolina  Pwr  &  Lt 

Shearon  Harris 

128 

131 

58 

18 

7 

Middleburg,  NC 

Legal 

642 

Pub  Svc  Elec  &  Gas 

Robert  1  Smith 

131 

131 

57 

35 

1 

Arlington,  NJ 

Technical 

643 

Lincoln  First  Banks 

Alexander  D  Hargrave 

124 

131 

56 

13 

2 

Canadaigua,  NY 

Legal 

644 

Fidelcor 

Samuel  H  Ballam  Jr 

121 

130 

57 

39 

1 

Philadelphia,  Pa 

Finance 

645 

Dillon  Companies 

Ray  E  Dillon  Jr 

125 

130 

52 

29 

13 

Hutchinson,  Kan 

Administration 

646 

Marshall  &  llsley 

John  A  Puelicher 

130 

130 

55 

38 

18 

Milwaukee,  Wise 

Finance 

647 

Pioneer  Hi-Bred  IntI 

'^R  Wayne  Skidmore 

129 

129 

65 

42 

6 

Lucas,  Iowa 

Sales 

648 

Charter  Company 

Raymond  K  Mason 

129 

129 

49 

23 

12 

Jacksonville,  Fla 

Founder 

649 

Franklin  Life  Ins 

'^George  E  Hatmaker 

129 

129 

65 

47 

7 

St.  Louis,  Mo 

Administration 

650 

So  New  England  Tel 

Alfred  W  Van  Sinderen 

129 

129 

51 

28 

8 

Brooklyn,  NY 

Operations 

651 

Capital  Holding  Corp 

^''Stephen  T  Bow 

124 

129 

44 

2 

1 

Bow,  Ky 

Marketing 

652 

Gibraltar  Financial 

Herbert  J  Young 

129 

129 

44 

23 

7 

Los  Angeles,  Cal 

Banking 

653 

So  Carolina  E  &  G 

Arthur  M  Williams  Jr 

110 

128 

61 

31 

8 

Charleston,  SC 

Legal 

654 

New  England  Merchnts 

Mark  C  Wheeler 

125 

128 

62 

23 

6 

Wakefield,  Mass 

Finance 

655 

Dominion  Bankshares 

Edward  H  Quid 

122 

128 

68 

40 

19 

Middlesboro,  Ky 

Finance 

656 

Tenn  Valley  Bancorp 

William  F  Earthman 

124 

128 

50 

22 

4 

Nashville,  Tenn 

Finance 

657 

Clark  Oil  &  Refining 

Owen  L  Hill 

123 

127 

58 

16 

1 

Enid,  Okia 

Finance 

658 

United  Bank  Corp  NY 

Peter  D  Kiernan 

122 

126 

52 

2 

1 

Albany,  NY 

Administration 

659 

First-Citizens 

Lewis  R  Holding 

125 

125 

49 

27 

20 

Smithfield,  NC 

Finance 

660 

First  Kentucky  Nat'l 

A  Stevens  Miles 

120 

125 

46 

22 

1 

Louisville,  Ky 

Banking 

661 

New  England  Electric 

Guy  W  Nichols 

125 

125 

50 

28 

4 

Colchester,  Vt 

Administration 

661 

Beker  Industries 

Erol  Beker 

125 

125 

58 

4 

4 

Turkey 

Founder 

661 

Pacific  Pwr  &  Lt 

Don  C  Frisbee 

110 

125 

52 

22 

10 

San  Francisco,  Cal 

Finance 

661 

Food  Fair  Stores 

Jack  M  Friedland 

125 

125 

51 

29 

5 

Harrisburg,  Pa 

Administration 

661 

First  Natl  State  Bncp 

Robert  R  Ferguson  Jr 

125 

125 

52 

26 

3 

Savannah,  Ga 

Finance 

661 

Boston  Edison 

Thomas  J  Galligan  Jr 

125 

125 

56 

22 

5 

Watertown,  Mass 

Finance 

661 

Motorola 

Robert  W  Galvin 

125 

125 

53 

31 

11 

Marshfield,  Wise 

Administration 

668 

Trust  Co  of  Georgia 

Augustus  H  Sterne 

125 

125 

63 

39 

4 

Montgomery,  Ala 

Finance 

669 

Provident  Natl  Corp 

Roger  S  Hillas 

115 

125 

49 

25 

2 

Wyncote,  Pa 

Finance 

670 

DEKALB  AgResearch 

Thomas  H  Roberts  Jr 

105 

125 

51 

26 

14 

Dekalb,  III 

Marketing 

671 

South  Carolina  Natl 

John  H  Lumpkin 

119 

124 

60 

11 

7 

Fairbanks,  Alas 

Finance 

672 

ideal  Basic  Inds 

John  A  Love 

124 

124 

59 

2 

1 

Gibson  City,  III 

Legal 

t  Includes  bonuses  paid  In  unrestricted  shires  of  company  stock. 

t  Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options 

*  Salary  annualized. 

21) 
22) 
23) 
24) 

Succeeded  by  Oran  B.  Robertson,  3/76. 
Succeeded  by  Dr.  William  Brown.  1/27/76. 
Succeeded  by  William  J.  Alley,  1/1/76. 
Succeeded  by  Robert  S.  Yoder.  2/5/76. 

1 
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Remuneration^ 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

(WOO) 

Age 

Company 

Chief 

Place  of  Birth 
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673 

G  C  Murphy 

S  Warne  Robinson 

124 

124 

60 

38 

1 

Monongahela,  Pa 

Finance 

674 

Central  Bancshares 

Harry  B  Brock  Jr 

122 

124 

50 

5 

5 

Fort  Payne,  Ala 

Founder 

675 

Columbus  &  So  Ohio 

Arthur  G  Green 

123 

123 

64 

41 

4 

Columbus,  Ohio 

Finance 

676 

Provident  Life  &  Ace 

HeniyCUnruh 

123 

123tt 

62 

30 

4 

West  Germany 

Insurance 

677 

Society  Corp 

"Walter  FUnebergerJr 

120 

123 

63 

12 

6 

Los  Angeles,  Cal 

Finance 

678 

Old  Kent  Financial 

Richard  M  Gillett 

120 

123 

52 

18 

12 

Grand  Rapids,  Mich 

Administration 

679 

CBTCorp 

James  F  English 

123 

123 

49 

24 

6 

Putnam,  Conn 

Finance 

680 

United  Financial  Cal 

Anthony  M  Frank 

123 

123 

44 

4 

3 

Germany 

Finance 

681 

Commonwealth  Edison 

Thomas  G  Ayers 

123 

123 

61 

38 

3 

Detroit,  Mich 

Administration 

682 

Walt  Disney 

Donn  B  Tatum 

123 

123 

63 

20 

4 

Los  Angeles,  Cal 

Finance 

683 

Tampax 

Thomas  F  Casey 

120 

120 

68 

40 

20 

Rye,  NY 

Finance 

684 

First  Union  Corp 

C  Clifford  Cameron 

118 

120 

56 

12 

9 

Meridian,  Miss 

Finance 

685 

Natl  Starch  &  Chem 

Carlyle  G  Caldwell 

117 

120 

62 

35 

1 

Little  Rock,  Ark 

Technical 

686 

Huntington  Bshs 

Arthur  D  Herrmann 

120 

120 

50 

27 

1 

Louisville,  Ky 

Banking 

687 

Gulf  States  Utils 

Floyd  R  Smith 

117 

120 

62 

40 

6 

San  Francisco,  Cal 

Technical 

688 

Crown  Cork  &  Seal 

John  F  Connelly 

120 

120 

71 

19 

19 

Philadelphia,  Pa 

Sales 

688 

Indiana  National 

*«J  Fred  Risk 

120 

120 

47 

20 

4 

Fort  Wayne,  Ind 

Finance 

688 

Auto  Data  Processing 

Frank  R  Lautenberg 

120 

120 

52 

23 

1 

Paterson,  NJ 

Administration 

688 

State  Street  Boston 

William  S  Edgerly 

120* 

120 

49 

1 

1 

Lewiston,  Me 

Finance 

692 

Willamette  Inds 

Gene  D  Knudson 

118 

120 

59 

26 

2 

Washtucna,  Wash 

Production 

693 

Maytag 

Daniel  J  Krumm 

120 

120 

49 

23 

2 

Sioux  City,  Iowa 

Marketing 

694 

Amer  Beef  Packers 

'^Frank  R  West 

120 

120 

57 

10 

10 

Omaha,  Neb 

Founder 

695 

Eastern  Air  Lines 

Frank  Borman 

119 

119 

48 

6 

1 

Gary,  Ind 

Technical 

696 

Duquesne  Light 

John  M  Arthur 

119 

119 

53 

31 

7 

Pittsburgh,  Pa 

Operations 

697 

Heritage  Bancorp 

William  H  Bell  Jr 

119 

119 

57 

23 

5 

Schenectady,  NY 

Finance 

698 

Holiday  Inns 

Kemmons  Wilson 

115 

118 

63 

24 

24 

Osceola,  Ark 

Founder 

699 

Illinois  Power 

Wendell  J  Kelley 

118 

118 

50 

26 

9 

Champaign,  III 

Administration 

700 

United  Banks  of  Colo 

Neil  F  Roberts 

110 

117 

62 

38 

2 

Salem,  Ore 

Administration 

701 

Fort  Howard  Paper 

Paul  J  Schieri 

109 

117 

41 

12 

1 

Neenah,  Wise 

Legal 

702 

ConAgra 

"Claude  1  Carter 

117 

117 

56 

35 

1 

Weogufka,  Ala 

Administration 

703 

Central  &  South  West 

Silas  B  Phillips  Jr 

111 

116 

61 

36 

10 

Portland,  Ore 

Administration 

704 

Malone  &  Hyde 

Joseph  R  Hyde  Ml 

116 

116 

33 

10 

7 

Memphis,  Tenn 

Administration 

705 

Ark  Louisiana  Gas 

ttESNelson/DWWeir 

116 

116 

35/62 

12/40 

3/3 

Arkansas/Oklahoma 

Sales/Admin 

706 

Niagara  Mohawk  Power 

John  G  Haehl  Jr 

111 

115 

53 

14 

3 

Brooklyn,  NY 

Finance 

707 

Reserve  Oil  &  Gas 

John  R  McMillan 

98 

114 

66 

12 

12 

Burlington,  Vt 

Technical 

708 

Idaho  First  Natl  Bk 

Thomas  C  Fiye 

114 

114 

56 

38 

6 

Ontario,  Ore 

Administration 

709 

Emery  Air  Freight 

John  C  Emeiy  Jr 

113 

114 

51 

29 

1 

Madison,  Wise 

Marketing 

710 

Southern  Bancorp  Ala 

GuyHCaffeyJr 

102 

113 

50 

24 

3 

Verbena,  Ala 

Finance 

711 

Tropicana  Products 

Anthony  T  Rossi 

113 

113 

75 

27 

27 

Italy 

Founder 

712 

Duke  Power 

Carl  Horn  Jr 

110 

113 

54 

22 

5 

Rutherfordton,  NO 

Legal 

713 

^       DH  Baldwin 

Lucien  Wulsin 

105 

113 

59 

37 

14 

Cincinnati,  Ohio 

Legal 

714 

^'  Richmond  Corp 

Warren  M  Pace 

113 

113 

56 

15 

8 

Glen  Ridge,  NJ 

Marketing 

715 

Washington  Natl  Corp 

"G  Preston  Kendal!  Sr 

112 

113 

66 

44 

10 

Seattle,  Wash 

Finance 

716 

Daniel  international 

R  Hugh  Daniel 

108 

112 

69 

46 

11 

Anderson,  SO 

Founder 

717 

First  Security  Corp 

George  S  Eccles 

112 

112 

76 

53 

30 

Baker  City,  Ore 

Finance 

718 

Riggs  Natl  Bank 

John  M  Christie 

112 

112 

65 

40 

3 

Corry,  Pa 

Finance 

719 

Natl  Semiconductor 

Charles  E  Sporck 

111 

111 

48 

9 

9 

NA 

Production 

720 

Masonite 

Samuel  S  Greeley 

111 

111 

61 

24 

4 

Winnetka,  III 

Legal 

721 

Homestake  Mining 

Paul  C  Henshaw 

108 

111 

62 

23 

6 

Rye,  NY 

Technical 

722 

Citizens  Fidelity 

Maurice  D  S  Johnson 

105 

111 

64 

9 

5 

Anoka,  Minn 

Administration 

t  Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 

t   Salary,  bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 

ft  Excludes  amounts  contingently  payable  In  later  years  in  accordance  with  long-term  incentive  program. 

ti  Office  held  jointly;  remuneration  shown  represents  amount  earned  by  each. 

NA— Not  available.  *  Salary  annualized. 


25)  Succeeded  by  J.  Maurice  Struchen,  4/15/76. 

26)  Succeeded  by  Thomas  W.  Binford,  2/11/76. 

27)  Succeeded  by  Joseph  Skram,  1/5/76. 

28)  Succeeded  by  Charles  M.  Harper,  3/76. 

29)  Succeeded  by  Stanley  P.  Hutchison,  1/1/76. 
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723 

Puget  Sound  Pwr  &  Lt 

^Ralph  M  Davis 

108 

110 

56 

19 

10 

Douthet,  Okia 

Legal 

724 

Arizona  Bank 

G  Clarke  Bean 

107 

110 

58 

23 

6 

Peoria,  III 

Finance 

725 

Portland  GenI  Elec 

Frank  M  Warren 

110 

110 

60 

38 

21 

Portland,  Ore 

Technical 

726 

First  Commerce  Corp 

Rodger  J  Mitchell 

74 

110 

46 

3 

1 

Harvey,  III 

Banking 

727 

Golden  West  FinI 

Herbert  M  Sandler 

110 

110 

44 

13 

13 

New  York,  NY 

Founder 

728 

Dayton  Power  &  Light 

Robert  B  Killen 

109 

109 

62 

44 

5 

Dayton,  Ohio 

Technical 

729 

Marine  Corp 

John  C  Geilfuss 

108 

108 

62 

28 

11 

Milwaukee,  Wise 

Investment 

730 

Monumental  Corp 

Frank  Baker  Jr 

108 

108 

63 

44 

8 

Baltimore,  Md 

Finance 

731 

Jack  Eckerd 

Stewart  Turley 

102 

107 

41 

9 

1 

Mt  Sterling,  Ky 

Administration 

732 

Lowe's  Companies 

ttPetro  Kulynych  et  al 

92 

106 

54 

29 

5 

Smithmill,  Pa 

Administration 

733 

Alabama  Bancorp 

John  W  Woods 

95 

105 

44 

6 

4 

Evanston,  III 

Banking 

734 

Maryland  National 

Robert  D  Harvey 

104 

105 

55 

29 

12 

Baltimore,  Md 

Finance 

735 

No  Indiana  Pub  Svc 

Dean  H  Mitchell 

105 

105 

81 

52 

9 

Erie,  Pa 

Administration 

735 

MBPXL 

David  J  La  Fleur 

65 

105 

44 

7 

4 

Jefferson,  SD 

Production 

737 

Boatmen's  Bancshares 

Donald  N  Brandin 

104 

104 

54 

20 

3 

New  York,  NY 

Finance 

738 

Longs  Drug  Stores 

Joseph  M  Long 

100 

104 

64 

38 

29 

Covelo,  Cal 

Founder 

739 

Govt  Employees  Ins 

Norman  L  Gidden 

99 

103 

59 

29 

2 

Yonkers,  NY 

Administration 

740 

Signode 

J  Thomas  Schanck 

95 

103 

45 

21 

1 

Portland,  Ore 

Sales 

741 

First  Commercial  Bnk 

Victor  J  Riley  Jr 

95 

103 

44 

12 

2 

Buffalo,  NY 

Finance 

742 

First  Tennessee  Natl 

Ronald  A  Terry 

101 

103 

45 

18 

2 

Memphis,  Tenn 

Administration 

743 

Tektronix 

Eari  Wantland 

91 

102tt 

44 

21 

1 

Bridge,  Ore 

Administration 

744 

Zayre 

Stanley  H  Feldberg 

102 

102 

51 

27 

20 

Cambridge,  Mass 

Sales 

745 

Union  Planters  Corp 

William  M  Matthews  Jr 

102 

102 

44 

2 

1 

Atlanta,  Ga 

Banking 

746 

Cincinnati  G  &  E 

William  H  Dickhoner 

100 

101 

54 

35 

1 

Cincinnati,  Ohio 

Technical 

747 

Central  Bancorp 

Oliver  W  Birckhead 

90 

101 

53 

25 

4 

Brooklyn.  NY 

Administration 

748 

Arden  Mayfair 

3'Charles  MaUiewson 

100 

100 

48 

6 

3 

California 

Finance 

748 

First  Texas  FinI 

John  L  Ingle 

100 

100 

55 

27 

14 

Glacier,  Can 

Finance 

748 

Petrie  Stores 

Milton  J  Petrie 

100 

100 

73 

44 

44 

Salt  Lake  City,  Utah 

Founder 

748 

Shawmut  Corp 

D  Thomas  Trigg 

100 

100 

60 

39 

3 

Eureka,  Kan 

Finance 

748 

First  Virginia  Bshs 

Ralph  A  Beeton 

100 

100 

48 

16 

9 

Alexandria,  Va 

Legal 

748 

Intel 

Gordon  E  Moore 

100 

100 

47 

7 

1 

San  Francisco,  Cal 

Founder 

754 

First  Natl  Charter 

Barret  S  Heddens  Jr 

97 

99 

51 

24 

7 

Kansas  City,  Mo 

Finance 

755 

Suburban  Bancorp 

Robert  F  Tardio 

97 

99 

47 

1 

1 

New  York,  NY 

Finance 

756 

No  States  Bancorp 

Benjamin  H  Paddock 

93 

99 

48 

10 

3 

Detroit,  Mich 

Administration 

757 

Wetterau 

Ted  C  Wetterau 

98 

98 

48 

24 

5 

St.  Louis,  Mo 

Marketing 

758 

Federated  Capital 

^'Nelson  Works 

98 

98 

57 

1 

1 

Newton,  Mass 

Banking 

758 

Central  III  Pub  Svc 

Kenneth  E  Bowen 

98 

98 

60 

35 

8 

Oskaloosa,  Iowa 

Technical 

760 

California  First  Bank 

Masao  Tsuyamo 

95 

97 

58 

1 

1 

China 

Banking 

761 

Natl  Central  Financial 

Wilson  D  McElhinny 

90 

97 

46 

12 

1 

Detroit,  Mich 

Banking 

762 

United  Missouri  Bshs 

R  Crosby  Kemper 

89 

96 

49 

26 

6 

Kansas  City,  Mo 

Administration 

763 

Toledo  Edison 

John  P  Williamson 

95 

96 

54 

24 

3 

Cleveland,  Ohio 

Finance 

764 

Arizona  Public  Serv 

Keith  LTuriey 

96 

96 

52 

24 

2 

Mesa,  Ariz 

Administration 

764 

Southwestern  Pub  Svc 

RoyTolk 

96 

96 

60 

37 

4 

Gage,  OkIa 

Technical 

766 

Pa  Power  &  Light 

Jack  K  Busby 

95 

95 

58 

24 

12 

Chicago,  III 

Legal 

767 

Holly  Sugar 

John  B  Bunker 

95 

95 

50 

9 

8 

Yonkers,  NY 

Administration 

768 

First  Natl  Bancorp 

Bruce  D  Alexander 

92 

94 

54 

26 

6 

Denver,  Colo 

Banking 

769 

Flagship  Banks 

Philip  F  Searie 

94 

94 

51 

1 

1 

Geneva,  Ohio 

Administration 

770 

Union  Trust  Bancorp 

J  Stevenson  Peck 

94 

94 

53 

28 

4 

Wilmington,  NC 

Administration 

771 

Utah  Power  &  Light 

E  Allan  Hunter 

90 

94 

61 

38 

7 

Grantsville,  Utah 

Technical 

772 

First  &  Merchants 

C  Coleman  McGehee 

91 

94 

51 

27 

2 

Franklin,  Va 

Finance 

t  Includes  bonuses  paid  In  unrestricted  shares  of  company  stock. 
t  Salary,  l>onus,  director's  fees,  and  deferred  compensation;  excludes  stock  options, 
ft  Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long-term  incentive  program. 
tt  Shares  "Office  of  the  President"  witti  L.  G.  Herring,  J.  V.  Reinhardt, 
R.  L.   Strickland  and  J.   A.  Walker. 


30)  Succeeded  by  John  W.  Ellis.  1/30/76. 

31)  Resigned;  successor  not  yet  named. 

32)  Succeeded  by  L.  F,  McCollum.  Sr..  1/22/76. 
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773 

Bank  of  Commonwealth 

'^Arthur  F  Snyder 

92 

92 

57 

3 

3 

Swarthmore,  Pa 

Finance 

774 

Oklahoma  Gas  &  Elec 

^''Donald  S  Kennedy 

92 

92 

74 

52 

26 

Rushville,  Ind 

Finance 

775 

First  Tulsa  Bancorp 

John  L  Robertson 

87 

91 

56 

23 

2 

Marietta,  Ohio 

Finance 

776 

Equitable  Life  Iowa 

Kenneth  R  Austin 

91 

91tt 

56 

28 

6 

Keosauqua,  Iowa 

Administration 

777 

BancOhio  Corp 

^^John  L  Burgoon 

90 

90 

58 

37 

1 

Mount  Vernon,  Ohio 

Administration 

778 

Delmarva  Power  &  Lt 

Robert  D  Weimer 

88 

90 

54 

28 

2 

Pemberville,  Ohio 

Technical 

779 

Third  National  Corp 

'^John  W  Clay 

85 

90 

62 

38 

3 

Americus,  Ga 

Administration 

780 

Wisconsin  Elec  Power 

Charies  S  McNeer 

90 

90 

50 

25 

1 

Gilbert,  WVa 

Technical 

781 

American  B  &  T  Pa 

Ben  T  Craig 

81 

90 

43 

3 

3 

Gastonia,  NC 

Finance 

782 

Equitable  Bancorp 

Owen  Daly  II 

85 

89 

51 

11 

1 

Denver,  Colo 

Finance 

783 

First  Amtenn  Corp 

Andrew  B  Benedict 

88 

88 

61 

40 

6 

Nashville,  Tenn 

Finance 

784 

Florida  Power 

Andrew  H  Hines  Jr 

86 

88 

53 

24 

3 

Lake  City,  Fla 

Technical 

785 

Ohio  Edison 

John  R  White 

88 

88 

59 

23 

1 

AI(ron,  Ohio 

Legal 

786 

Tampa  Electric 

HughLCulbreath 

85 

87 

55 

19 

4 

Tampa,  Fla 

Finance 

787 

American  Security 

^'Robert  C  Baker 

87 

87 

73 

29 

17 

Everett,  Pa 

Finance 

788 

Liberty  Natl  Corp 

John  W  McLean 

86 

86 

54 

8 

8 

Oi<mulgee,  Okia 

Finance 

789 

Broadview  Financial 

John  E  Rupert 

86 

86 

48 

22 

1 

Lakewood,  Ohio 

Administration 

790 

First  Maiyland  Bncp 

J  Owen  Cole 

85 

85 

46 

19 

2 

Rutherfordton,  NC 

Administration 

791 

Allied  Bancshares 

Gerald  H  Smith 

68 

84 

45 

1 

1 

Groveton,  Tex 

Banking 

792 

Quaker  State  Oil 

Quentin  E  Wood 

80 

84 

53 

28 

1 

Mechanicsburg,  Pa 

Production 

793 

Southland  Royalty 

1  Jon  Brumley 

74 

81 

37 

9 

2 

Pampa,  Tex 

Administration 

794 

Borman's 

Paul  Borman 

80 

80 

43 

21 

11 

Detroit,  Mich 

Sales 

795 

Bay  Banks 

William  M  Crozier  Jr 

75 

80 

43 

12 

1 

Brooklyn,  NY 

Finance 

796 

Raychem 

Paul  M  Cook 

78 

80 

52 

19 

19 

Ridgewood,  NJ 

Founder 

797 

Montana  Power 

Joseph  A  McElwain 

77 

79 

56 

21 

1 

Deer  Lodge,  Mont 

Legal 

798 

Sun  Banks  of  Florida 

Richard  F  Livingston 

78 

78tt 

56 

35 

2 

Daytona  Beach,  Fla 

Finance 

799 

Sedco 

B  Gill  Clements 

69 

78 

34 

7 

3 

Dallas,  Tex 

Finance 

800 

Tucson  Gas  &  Electric 

J  Luther  Davis 

77 

77 

52 

20 

17 

Memphis,  Tenn 

Legal 

801 

Republic  New  York 

Peter  White 

76 

76 

73 

10 

10 

New  York,  NY 

Finance 

802 

Western  Financial 

^"Douglas  H  Driggs 

71 

75 

75 

47 

10 

Driggs,  Ida 

Founder 

803 

Banco  Popular  PR 

Rafael  Carrion  Jr 

70 

74 

61 

43 

19 

San  Juan,  PR 

Finance 

804 

Merchants  National 

Otto  N  Frenzel  III 

73 

73 

45 

19 

3 

Indianapolis,  Ind 

Finance 

805 

Atlantic  City  Elec 

John  D'^eehan 

73 

73 

46 

23 

3 

Jersey  City,  NJ 

Technical 

806 

Atlantic  Bancorp 

^^Edward  W  Lane  Jr 

72 

72 

65 

15 

15 

Jacksonville,  Fla 

Legal 

807 

Commerce  Banchares 

James  M  Kemper  Jr 

70 

72 

54 

29 

9 

Kansas  City,  Mo 

Finance 

808 

First  Oklahoma  Bncp 

Charies  A  Vose 

66 

70 

75 

55 

17 

Clinton,  Iowa 

Finance 

809 

Hartford  Natl 

Robert  L  Newell 

65 

66 

53 

30 

1 

Hartford,  Conn 

Finance 

810 

Overseas  Shipholding 

Morton  P  Hyman 

65 

65 

40 

6 

4 

New  York,  NY 

Legal 

811 

Old  Stone  Corp 

Theodore  W  Barnes 

61 

64 

44 

28 

1 

Providence,  Rl 

Banking 

812 

Union  National  Bank 

-     Richard  D  Edwards 

59 

63 

57 

18 

3 

Pittsburgh,  Pa 

Administration 

813 

Security  NY  State 

Arthur  M  Richardson 

57* 

57» 

50 

25 

1 

Rochester,  NY 

Banking 

814 

SaiTDiego  Gas  &  Elec 

Robert  E  Morris 

53 

55 

54 

10 

1 

Parsoiio,  Kan 

Technical 

815 

Data  General 

Edson  D  deCastro 

52 

52 

37 

8 

8 

Plainfield,  NJ 

Founder 

816 

Florida  Natl  Banks 

John  H  Manry 

51 

51 

54 

37 

1 

Miami,  Fla 

Banking 

817 

Northwestern  FinI 

Edwin  Duncan  Jr 

50 

50 

48 

19 

2 

High  Point,  NC 

Finance 

818 

Peoples  Natl  Bank 

Joshua  Green  Jr 

33 

33 

67 

47 

14 

Seattle,  Wash 

Finance 

819 

Penn  Central 

Archibald  D  Johnson 

25 

25 

77 

5 

5 

Mexico 

Finance 

820 

First  Financial  Corp 

Chester  H  Ferguson 

2** 

2** 

67 

4 

4 

Americus,  Ga 

Legal 

821 

Great  Western  United 

W  Heri}ert  Hunt 

0 

0 

47 

1 

1 

El  Dorado,  Ark 

Administration 

- 

General  American  Oil 

Algur  H  Meadows 

NA 

NA 

77 

39 

39 

Vidalia,  Ga 

Founder 

t   Includes  bonuses  paid  in  unrestricted  shares  of  company  stock. 
;  Salary   bonus,  director's  fees,  and  deferred  compensation;  excludes  stock  options. 
TT   Excludes  amounts  contingently  payable  in  later  years  in  accordance  with  long- 
term  incentive  program. 
*   For  1974. 
•"   Director's  fees  only;  excludes  fees  paid  to  law  firm  of  which  Mr.  Ferguson  is  a  partner. 
NA— Less  than  $40,000;  exact  amount  not  available. 


33)  Succeeded  by  Merlyn  N.  Trued,  3/15/76. 

34)  Succeeded  by  James  G.  Harlow,  Jr.,  1/1/76. 

35)  Succeeded  by  Robert  G.  Stevens,  1/21/76. 

36)  Succeeded  by  Charles  J.  Kane,  1/1/76. 

37)  Deceased;  succeeded  by  Carleton  M.  Stewart,  4/1/76. 

38)  Succeeded  by  Gary  H.  Driggs,  2/23/76. 

39)  Succeeded  by  B.  J.  Walker,  2/1/76. 
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OWTOGB0WA 

vnimnmLAR 

GORPORAnON. 


REVENUES  (in  millions) 


$1000 


Revenue  growth  from  under  S35-million 
reported  In  1965  to 
$940-million  m  1975. 


Restated 


Reported 


I- $400 


$200 


Start  with  the  seed  of  an  idea:  many 
independent  businesses  today  are 
strangled  with  ever-increasing  admin- 
istrative complexities  and  government 
regulations. 

Nurture  it  by  acquiring  very  special 
companies.  Those  run  by  independent 
businessmen  who  are  most  interested 
in  producing  good  products  and  providing 
good  service. 

Then  prune  away  the  weeds -their 
administrative  burdens -by  having  your 
corporate  administrative  staff  handle 

areas  such  as  banking,  law,  accounting,  insurance,  long-range  planning, 

and  pensions.  This  way,  each  company  is  freed  to  concentrate  on  its 

own  growth. 
This  is  how  AIco  Standard  became  a  corporation  in  the  billion-dollar 

class  in  just  10  years.  It's  a  corporation  that  acts  in  the  spirit  of  a 

partnership,  comprised  of  8  major  company  groups  in  the  areas  of 

manufacturing,  resources  and  distribution. 
.For  more  details,  send  for  our  1975  annual  report.  Write  AIco 

Standard  Corporation,  Dept.  S5,  P.O.  Box  24186,  Cleveland,  Ohio  44124. 


ALCO 

The  Corporate  Partnership 


Forbes 


Money  And  Investments 


The  Economy 


The  recent  hefty  increases  in  the  prices  of  steel,  alumi- 
num, copper  and  other  basic  materials  do  not  change  our 
basic  conviction  that  inflation  is  under  control  at  present, 
but  they  do  raise  a  very  big  question  about  what  v^^ill 
happen  next  year  and  in  the  years  beyond.  There  is  talk 
in  Pittsburgh  and  Chicago  of  steel  going  up  another  25% 
or  so  in  the  fairly  near  future. 

The  higher  prices  of  these  key  raw  materials  do  not 
automatically  mean  that  inflation  is  being  rekindled  or 
that  it  will  become  rampant  in  1977.  Foods  and  energy 
will  be  giving  ground  and  even  the  metals  may  be  shoot- 
ing for  too  high  a  price  target. 

It's  axiomatic  that  nobody  thinks  his  price  increase  is 
inflationary:  "I'm  just  catching  up.  It's  the  other  guy  who's 
doing  the  harm."  The  steel  boys  argue  like  this:  Higher 
prices  would  make  it  worthwhile  to  launch  vast  new  ex- 
pansion programs;  the  added  capacity  would  reduce  future 
inflationary  pressures  on  the  economy. 

The  steelmen  do  have  a  point. 

Let's  look  at  some  figures.  It  costs  about  $1,000  to  build 
a  ton  of  new  steel  capacity  today,  starting  from  the  ground 
up.  Add-on  capacity  to  existing  plants  is  cheaper:  about 
$400  to  $500  per  ton.  At  present  prices,  it  is  very  hard 
to  justify  building  even  the  add-on  capacity.  In  1974  (its 
record  year),  for  example,  Bethlehem  Steel's  operating  in- 
come averaged  out  to  only  about  $33  per  ton  of  capacity— 
hardly  enough  to  carry  plant  that  costs  $400  a  ton,  to  say 
nothing  of  $1,000  a  ton. 

In  1973,  with  record  output  of  151  million  tons,  there 
was  a  severe  steel  shortage.  Since  then  only  about  8  million 
tons  of  new  capacity  have  been  added,  and  demand  is 
growing  by  at  least  2.5%  a  year.  As  recovery  continues, 
we  are  certain  to  face  serious  steel  shortages— perhaps  by 


as  early  as  this  fall,  according  to  U.S.  Steel  Chairman 
Edgar  Speer. 

To  keep  up  with  that  2.5%  increase  in  demand,  this 
country  will  need  185  million  tons  of  capacity  by  1983— 
26  million  more  tons  than  we  started  1976  with.  To  get 
there  will  require  capital  spending  of  about  $5  billion  a 
year  in  1974  dollars.  Actually,  only  about  $1.5  billion  a 
year  of  this  will  go  for  expansion.  The  industry  will  have 
to  spend  $2  billion  a  year  on  modernization  and  repair 
of  existing  plant;  $1  billion  a  year  on  pollution  control; 
and  about  $500  million  a  year  on  nonsteel  spending. 

Assuming  the  industry  can  get  profits  back  to  the  rela- 
tively high  rate  of  1973-74,  it  could  generate  about  $2.8 
billion  a  year  internally,  including  depreciation  and  tax 
credits.  Sale  of  debt  securities  could  provide  about  $500 
million  a  year  without  violating  the  safe  debt-to-equity 
ratio  of  about  35%. 

So,  there  is  an  annual  gap  of  about  $1.7  billion.  Getting 
this  from  aftertax  profits  would  require  vastly  higher  prices 
—and  it  would  be  difficult  and  dangerous  politically. 

But  there  is  an  alternative:  tax  incentives. 

A  conceivable  incentive  package  would  include:  an  in- 
crease in  the  investment  tax  credit  from  10%  to  12%;  100% 
first-year  write-ofi^s  of  pollution-control  investment  for  tax 
purposes;  faster  write-offs  of  all  new  equipment.  Such  mea- 
sures would  greatly  increase  cash  flow  and  reduce  the 
pressure  for  higher  prices. 

Steel  is  not  the  only  industry  in  this  position.  To  get 
Congress  to  act  on  fast  write-oflFs  for  business  in  an  elec- 
tion year  is  probably  too  much  to  expect,  but  when  the 
politicians  complain  about  tax  "giveaways"  to  big  busi- 
ness, remember  this:  The  alternative  is  probably  both  high- 
er prices  and  shortages.  ■ 


Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  of  Economic  Research 
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Composed  of  the  following:  Census  privately  owned  housing  starts)  service  price  index  related  to  the  consumer 
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•  How  much  are  we  producing?  (Federal  Reserve      •  How  much  are  people  spending?  (Bureau  of      INCOME 

Board  Index  of  Industrial  Production)  Census  retail  store  sales)  •  How  much  are  workers  earning?  (Dept  of 

•  What  volume  of  hard  goods  are  we  ordering?      •  To  what  extent  are  consumers  going  into  debt?         Commerce  personal  income,  wage  and  salary 
(Bureau  of  Census  latest  three  months  new         Federal  Reserve  net  change  in  consumer  install-         disbursements) 

orders  of  durable  goods  related  to  inventories)         ment  debt)  •  How  many  people  have  been  laid  off?  (U.S. 

•  How  intensively  are  we  building?  (Bureau  of      •  How  costly  are  services?  (U.S.  Dept.  of  Labor        Dept  of  Labor  initial  unemployment  daims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Don't  Be  A  Wiggle-Watcher 


By  Ben  Weberman 


Lid  Palmer,  chairman  of  Citicoip's 
executive  committee,  is  a  banker  with 
a  sense  of  humor,  and  he  still  chuckles 
every  time  he  thinks  of  the  cartoon 
below,  which  appeared  in  The  Satur- 
day Review,  Apr.  5,  1975.  Palmer  is 
chuckling  at  "experts"  who  swoon  at 
every  jiggle  in  interest  rates,  and  well 
he  might  because  these  wiggle-watch- 
ers are  making  fools  of  themselves. 

Let's  take  all  the  talk  (and  writ- 
ing) we've  been  hearing  lately  about 
the  Fed  tightening  money  and  pos- 
sibly putting  a  crimp  in  the  recovery. 
The  wiggle-watchers  recently  pan- 
icked because  the  Federal  Reserve  al- 
lowed the  federal  funds  rate  to  creep 
up  from  ^%  to  5%.  What  the  wiggle- 
watchers  failed  to  note  was  that  Citi- 
bank was  then  lowering  its  prime  rate 
from  65^%  to  6J^%. 

Coming  Down  Again 

Forget  these  wiggles  in  the  fed 
funds  rate!  As  I  have  been  saying  for 
months  now,  the  trend  of  short-term 
interest  rates  is  flat,  not  up,  and  long- 
term  rates  will  go  down  in  spite  of 
the  recovery— and  that  is  one  of  the 
most  optimistic  factors  in  the  current 
economy.  My  guess  is  that  the  fed 
funds  rate  will  continue  in  a  slight 
uptrend  for  a  few  more  weeks— per- 
haps until  the  end  of  June.  It  will 
ease  off  through  the  summer,  rise  in 
the  fall,  and  then  drop  back  to  5%  or 
even  less  by  the  end  of  this  year. 

In  short,  tight  money  is  not  going 
to  abort  this  recovery. 

There  is  no  reason  it  should.  For 
the  foreseeable  future,   there   is  not. 


repeat  not,  any  potential  shortage  of 
lendable  funds.  Money  is  still  piling 
up  in  savings  institutions,  in  insur- 
ance companies,  in  pension  funds,  in 
individual  bank  accounts.  Even  with 
the  recovery,  it  will  require  lower 
rates  of  interest  to  get  all  that  money 
working.  The  problem  is  not  rationing 
in  the  face  of  excessive  demand  for 
money;  the  problem  is  finding  a  way 
to  make  borrowing  more  attractive. 

One  Man's  Folly  . . . 

But  the  wiggle-watchers  have  enor- 
mous—short-term—impact on  the  cred- 
it markets.  That  is  why  we  are  seeing 
interest  rates  rising  (and  bond  prices 
falling).  The  wise  investor  will  turn 
their  folly  to  his  own  advantage. 

As  a  result  of  the  confusion  of  sig- 
nals there  are  some  very  sound  buys 
around  for  investors.  For  those  who 
must  stay  short,  the  Treasury's  two- 
year  note,  now  trading  to  yield  at 
about  6.75%,  is  quite  attractive.  For 
longer-term  money.  Treasury  ten-year 
TJss  look  especially  good:  They  out- 
yield  savings  accounts  and  are  free 
from  city  and  state  (but  not  federal) 
income  taxes.  Even  if  you  don't  want 
to  lock  your  money  in  for  ten  years, 
these  7/8S  offer  a  nice  way  to  play  for 
a  small  capital  gain  when  the  yield 
curve  turns  down. 


The  7/8S  need  not  be  held  for  the 
full  ten  years  to  reap  this  advantage. 
Suppose  you  hold  them  for  five  years. 
During  this  period  you  will  be  earn- 
ing 7/8%  a  year  on  your  money;  at 
the  end  of  the  five  years  you  will  be 
holding  a  security  that  falls  due  in 
five  years.  If  the  present  yield  dif- 
ferential holds,  they  will  yield  less  as 
five-year  maturities  (the  price  will  be 
higher)  than  as  ten-year  maturities. 
The  778S  would  be  selling  for  around 
10232%,  giving  you  a  nice  profit  to  en- 
hance the  overall  yield.  If  interest 
rates  go  down  and  stay  down,  your 
yield— counting  the  capital  gain- 
would  be  even  higher. 

Downward  Pressure 

So  don't  be  a  wiggle-watcher.  In 
spite  of  the  temporary  weakness  in 
the  money  markets,  mortgage  rates 
continue  to  be  under  downward  pres- 
sure in  the  absence  of  any  real  surge 
in  the  demand  for  real-estate  credit. 
The  underlying  trend  of  medium-  and 
long-term  interest  rates  is  down  and, 
in  spite  of  the  economic  recovery, 
will  remain  down.  Don't  fall  into  the 
trap  of  thinking  that  a  strong  econo- 
my has  to  mean  nmaway  interest 
rates.  Usually  it  does,  but  this  time  it 
doesn't,  for  reasons  I  have  repeatedly 
pointed  out  in  my  column  this  year.  ■ 


"At  the  tone  of  the  bell,  the  prime  interest  rate  will  be  . . ." 
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Jtah  Power  &  Light's  service  area  is  rich  in  high  quality,  low-sulfur 
:oal  (one  half  of  one  percent  sulfur  content).  We  estimate  that 
he  company  owns  or  has  proprietary  rights*  to  sufficient  coal 
supplies  to  fuel  all  our  present  steam  generating  plants,  plus  five 
Dther  400,000v1<w  units  planned  for  construction  between  now 
and  the  year  2000,  for  the  life  of  the  plants!  Futhermore,  70 

rcent  of  our  generating  capacity  is  now  located  at  mine 

.uth. 
I       We  think  these  are  two  important  reasons  for  optimism 
-■^d  enthusiasm  about  UP&L'S  future.  And  some  potential  investors 

j  these  to  be  reasons  for  enthusiasm,  too. 
For  more  information  and  the  latest  financial  data  on 

:!h  Power  and  Light  as  an  attractive  investment  opportunity, 

>ase  return  the  coupon  at  right,  or  contact  your  investment 

)ker. 


C.  L.  Hoskins, 

Vice  President  &  Treasurer 

Utah  Power  &  Light  Company,  Dept.  F-5/ 15 

P.O.  Box  899,  Salt  Lake  City,  Utah  84110 


Name. 


Address. 


City. 


State. 


.Zip- 


Firm  Name. 


U1AH  POWER  &  LIGHT  CO. 


jn  Power  has  contracts,  letters  of  intent  and  options  covering  approximately  410  million  tons  of  high  quality  coal  and,  in  addition,  coal  reserves  avail- 
i  from  company-owned  land  ond  leased  interests  now  supplying  ttie  Carbon.  Gadsby  and  Hale  plants  amount  to  approximately  18  million  tons.  Also, 
company  estlrrrates  that  there  ore  several  hundred  million  tons  of  low-sulfur  coal  in  resen/es  on  which  it  has  pending  preference  right  lease  applications. 
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Market  Comment 


I 


Investment  Hypochondria 


By  Lucien  O.  Hooper 


f  you  have  been  listening  to  your 
registered  representative,  reading  the 
financial  pages,  perusing  market  let- 
ters and  talking  to  other  investors 
lately,  you  have  probably  been  sub- 
jected to  one  or  more  of  these  com- 
ments: "It's  all  discounted";  "interest 
rates  will  go  higher";  "these  big  earn- 
ings are  not  real";  "the  financial 
markets  are  running  out  of  mon- 
ey"; "things  are  rigged  for  the  elec- 
tions"; "we  are  headed  back  into  dou- 
ble-digit inflation";  "this  is  a  phony 
peace  just  prior  to  the  outbreak  of  a 
new  war";  and  "we  must  go  back  and 
test  the  900  level." 

Face  to  face  with  a  business  and 
earnings  recovery  that  is  moving  fast- 
er than  anyone  anticipated,  with  low- 
er interest  rates,  slower  inflation,  a 
turn  to  the  right  in  social  thinking, 
frequent  dividend  increases  and  more 
world  peace  than  has  been  enjoyed 
for  years,  many  people  seem  to  be 
searching  for  negatives  instead  of  re- 
sponding to  the  obvious  positives. 
With  every  reason  to  bask  in  vigorous 
health,  we  elect  instead  to  be  invest- 
ment hypochondriacs.  We  have  more 
to  enjoy,  but  the  more  we  have,  the 
less  we  enjoy  it. 

Getting  Nowhere 

In  the  meantime,  the  stock  market 
barometer  is  no  worse  than  neutral. 
The  DJI  does  not  get  far  below,  or 
far  above,  that  fictitiously  magic  fig- 
ure of  1000,  which  not  too  long  ago 
was  regarded  as  the  symbol  of  invest- 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


ment  felicity.  The  volume  of  trading 
increases  when  the  index  gets  up 
above  1000,  declines  when  it  gets  a 
little  below  that  figure.  But  most 
stocks  are  really  getting  nowhere. 

This  negative  psychology,  I  think, 
should  be  regarded  as  part  and  par- 
cel of  the  aftermath  of  a  contratrend 
movement  in  a  major  bull  market.  Tra- 
ditionally, every  bull  market— and  ev- 
ery bear  market,  for  that  matter- 
moves  in  a  series  of  steps.  The  main 
movement  goes  on  rapidly  for  a  while, 
moves  back  a  little,  then  goes  dull 
for  a  while  without  much  trend,  and 
finally  goes  ahead  again.  There  are 
seldom  less  than  three  steps,  and 
sometimes  there  are  more. 

Right  now  we  seem  to  be  digesting 
the  second  step,  the  move  during  the 
two  months  of  1976.  Much  of  the 
second  half  of  1975  was  spent  di- 
gesting the  spectacular  rise  of  the 
first  five  months  of  last  year.  The 
flight  from  cash  in  the  early  months 
of  1975  was  violent,  and  it  took  more 
time  to  correct  that  first  phase  of  the 
bull  market  than  it  is  likely  to  take 
to  correct  the  less  dramatic  move- 
ment of  early  1976. 

1100  In  The  Dow 

I  still  think  that  1100  in  the  DJI 
by  July  Fourth  is  probable— not  just 
possible,  but  probable.  Such  a  figure 
would  make  stocks  sell  for  only  about 
11  times  1976  earnings  of  around 
$100  on  the  DJI.  And  it  looks  more 
and  more  Uke  earnings  of  better  than 
$100  on  the  Dow  this  year. 

In  my  discussion  in  the  May  1  is- 
sue of  the  probable  beneficiaries  of 
Conrail  spending  to  rehabilitate  east- 
em  railroads,  I  neglected  to  mention 
that  Koppers  (50)  should  be  helped 
by  the  abnormal  demand  for  some 
7  million  railroad  ties  per  year.  It  will 
provide  the  lion's  share  of  the  chemi- 
cals used  by  others  to  treat  the  ties. 
Actually,  Koppers  has  been  doing 
very  well  in  late  years  without  this 
extra  business. 

The  main  rail  producers  should  be 
Bethlehem    Steel    (41),    U.S.    Steel 


(82)  and  Lykes-Youngstown  (21). 
Colorado  Fuel  &  Iron,  now  owned 
by  Crane  Co.  (66),  has  always  been 
an  important  factor  in  rails,  but  its 
plants  are  not  located  in  the  eastern 
area.  Just  because  stocks  like  Portec 
(28),  Pittsburgh  Forgings  (20)  and 
Amsted  Industries  (36)  do  not  move 
quickly  is  no  reason  to  be  discour- 
aged about  them.  Remember,  Conrail 
rehabilitation  is  a  ten-year  project. 

High  Potentials 

The  Outlet  Co.  (18)  seems  to  be 
developing  into  a  much  larger  and 
more  aggressive  company.  While  the 
stock  is  up  from  a  low  of  8  last  year 
and  a  low  of  12%  this  year,  the  shares 
of  this  Providence-based  company 
seems  to  be  worth  attention.  The  old 
retail  business  is  being  expanded,  and 
Outlet  probably  is  making  almost  as 
much  from  broadcasting  as  from  its 
stores.  The  company  has  TV  and  ra- 
dio stations  in  Providence,  Orlando, 
San  Antonio,  Columbus  and  Syracuse. 
Earning  power  is  approaching  $3 
a  share,  with  both  the  stores  and  the 
stations  apparendy  having  a  higher 
potential.  The  present  annual  divi- 
dend is  80  cents,  and  capitalization 
is  small.  This  stock  will  bear  watching. 

Archer-Daniels-Midland  (22)  is 
down  from  a  high  of  27)i  (adjusted) 
last  year.  This  is  a  big  and  rapidly 
growing  company,  with  an  emphasis 
on  soybean  technology.  It  is  also  be- 
coming much  more  important  in  the 
promising  corn  refining  business.  In 
spite  of  the  high  P/E,  I  think  the 
issue  should  be  represented  in 
growth  portfolios.  Net  for  the  year  to 
end  in  June  should  be  over  $1.50. 

While  Consolidated  Edison  (17) 
did  not  increase  its  dividend  at  the 
April  meeting,  a  higher  payment  than 
the  present  $1.60,  which  yields  9.1%, 
appears  to  be  only  a  matter  of  time. 
This  year's  net  should  be  between 
$3.75  and  $4  a  share,  and  the  com- 
pany does  not  need  new  financing. 
The  prejudice  against  the  company 
is  obvious,  but  the  low  price  of  the 
stock  adequately  reflects  it.   ■ 
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NINETEEN  YEARS  OF  GROWTH 


Net  Income 

to  Stock- 

Net 

YEAR 

Depreciation 

Net  Income 

holders' 

Income 

Dividends 

Net 

Net 

and 

to 

Equity 

Per 

Per 

Sales 

Income 

Amortization 

Net  Sales 

(percent) 

Share 

Share 

(thousands) 

(thousands) 

(thousands) 

(percent) 

(1) 

(2) 

(2) 

1975 

$310,862 

$33,674 

$9,160 

10.8 

23.2 

$1.32 

$  .165 

1974 

265,344 

27,526 

7,534 

10.4 

22.9 

1.09 

.145 

1973 

211,463 

21,672 

6,337 

10.3 

21.6 

.88 

.11 

1972 

151,528 

16,556 

4,722 

10.9 

25.7 

.70 

.085 

1971 

112,991 

11,960 

4,183 

10.6 

22.2 

.53 

.07 

1970 

92,475 

10,102 

3,532 

10.9 

22.2 

.45 

.06 

1969 

90,380 

9,772 

2,754 

10.8 

26.7 

.44 

.05 

1968 

80,107 

8,472 

2,995 

10.6 

27.8 

.38 

.05 

1967 

60,965 

6,963 

2,474 

11.4 

27.6 

.32 

.04 

1966 

51,897 

6,537 

1,591 

12.6 

33.0 

.30 

.04 

1965 

41,013 

5,252 

1,152 

12.8 

34.0 

.24 

.035 

1964 

32,378 

4,084 

914 

12.6 

32.8 

.20 

.03 

1963 

25,695 

3,003 

711 

11.7 

28.9 

.15 

.025 

1962 

20,735 

2,132 

757 

10.3 

24.8 

.11 

.01 

1961 

14,845 

1,226 

653 

8.3 

16.1 

.06 

.01 

1960 

13,914 

933 

822 

6.7 

13.4 

.05 

.005 

1959 

13,672 

929 

753 

6.8 

14.7 

.05 

.005 

1958 

10,401 

558 

679 

5.4 

9.5 

.03 

.005 

1957 

11,210 

547 

617 

4.9 

10.2 

.03 

.005 

5yr.* 

27.4% 

27.2% 

21.0% 

— 

— 

24.0% 

22.4% 

10  yr.* 

22.4% 

20.4% 

23.0% 

— 

— 

18.6% 

16.8% 

19  yr.* 

19.8% 

25.5% 

16.0% 

— 

— 

23.2% 

20.2% 

•Compound  Growth  Rate  Percentages  (1)  ^sed  on  stockholders'  equity  as  of  the  beginning  of  the  year, 
stock  distributions  in  1975,  1971,  1%3  and  1%1,  and  50%  stock  distributions  in  1968  and  1967.  (3)  Results, 
have  been  restated  to  include  companies  acquired  on  a  pooling-of-interests  basis. 


(2)  After  giving  effect  to  100% 
except  as  to  dividends  per  share. 


Headquartered  in  the  Detroit  suburb  of  Taylor  with 
manufacturing  facilities  in  the  United  States  and 
other  countries,  Masco  manufactures  faucets  and 
other  residential  and  home  improvement  products; 
personal  communications  and  other  specialty 
products;  and  cold  extruded  and  other  components 
for  industry.  By  establishing  proprietary  leadership 
positions  in  markets  with  above-average  growth 
potential  and  providing  superior  value  to  customers, 
Masco  has  achieved  increased  earnings  for  nineteen 
consecutive  years. 

We  are  pleased  to  report  that  in  1975  .  .  . 

.  .  .  SALES  INCREASED  17  PER  CENT-THE  17th 
CONSECUTIVE  YEAR  OF  INCREASED  SALES 

.  .  .  EARNINGS  INCREASED  22  PER  CENT-THE  19th 
CONSECUTIVE  YEAR  OF  INCREASED  EARNINGS 

.  .  .  DIVIDEND  PAYMENTS  INCREASED  14  PER  CENT 
-THE  17th  CONSECUTIVE  YEAR  OF  HIGHER 
DIVIDENDS. 


The  foregoing  is  history.  What  of  the  current  year? 
Looking  ahead,  in  1976  we  believe  business  con- 
ditions will  improve.  Compared  to  last  year,  we  are 
anticipating  increases  in  automotive  production, 
housing  starts  and  the  general  level  of  consumer 
spending  as  well  as  a  moderation  in  the  rate 
of  inflation. 

For  Masco,  specifically,  we  are  optimistic.  We 
believe  1976  will  be  a  year  of  substantial  internal 
growth  with  new  records  in  both  sales  and  earnings. 


Richard  Manoogian,  President 


You  are  invited  to  write  for  our  annual  report  to  the  Masco  Corporation 
Dept.  110,  21001  Van  Born  Road,  Taylor,  Michigan  48180  U.S.A. 


Money  And  Investments 


Stock  Comments 


Where  Are  The  ^^Double' 
Your-IVioney*'  Stocks? 


By  Heinz  H.  Biel 


■  Pespite  misgivings  caused  by  the 
market's  own  indecisiveness,  there  is 
still  widespread  agreement  that  the 
bull  market,  which  began  in  the  fall 
of  1974,  is  still  very  much  alive.  But 
when  you  look  for  stocks  to  buy,  you 
begin  to  realize  that  the  scope  of  pos- 
sible capital  appreciation  isn't  terribly 
appealing.  It  is  considerably  smaller 
than  the  huge  gains  which  have 
spoiled  us  during  the  past  18  months. 
The  time  when  an  investor  could  dou- 
ble his  money  in  such  heavyweight 
stocks  as  General  Motors,  Kodak,  In- 
ternational Paper,  U.S.  Steel  or  Union 
Carbide  is  past.  Such  opportunities 
will  not  be  seen  again  in  this  mar- 
ket cycle. 

By  now  the  field  of  investment- 
grade  stocks  has  been  grazed  over 
time  and  again  by  thousands  of  se- 
curity analysts,  money  managers  and 
investors  in  this  relentless  search  for 
value.  As  a  result,  among  the  Favorite 
Fifty  {i.e.,  the  list  of  favored  stocks 
that  institutional  investors  can  and 
will  buy)  there  will  hardly  be  a  single 
one  that  has  a  realistic  chance  of  dou- 
bling in  price  this  year  or  next.  In 
fact,  it  is  diflBcult  to  find  some  with 
an  appreciation  potential  of  as  much 
as  50%.  Similarly,  most  of  the  30 
stocks  in  the  Dow  Jones  industrial 
stock  average  would  be  considered 
fully  priced,  if  not  overpriced,  by  add- 
ing just  25%  of  present  levels. 

Greener  Pastures 

But  the  individual  investor  has  an 
advantage  over  the  big  institutions: 
His  choice  is  not  limited  to  companies 
with  huge  capitalizations.  There  are 
many  hundreds  of  small  companies 
whose  investment  quality  is  as  good 
as,  and  often  better  than,  that  of  the 
giants.   TTie   shares   of   these   smaller 

Mr.    Biel    is  a   senior  vice   president  of  the   New 
Yoric   Stocl(   Exchange   firm   of   Hoppin,    Wabon    Inc. 


companies  tend  to  be  more  reasonably 
priced  because  they  are  not  on  the 
buy  list  of  the  big  banks  and  other 
institutions  who  have  to  have  multi- 
million-dollar positions  in  any  one 
stock.  It  is  in  these  secondary  com- 
panies—"secondary"  in  size,  not  in 
quality— where  I  can  see  a  greater  ap- 
preciation potential  than  in  the  large, 
leading  corporations. 

Merger  Beneficiaries 

Two  of  these  "secondary"  compa- 
nies recently  completed  mergers  for 
which  they  had  been  fighting  long 
and  hard.  Gould  (29)  acquired  I-T-E 
Imperial,  while  Emhart  (26)  finally 
succeeded  in  picking  up  USM  Corp. 
(United  Shoe  Machinery).  Viewing 
the  record  of  the  managements  of 
Gould  and  Emhart,  one  can  take  it 
for  granted  that  they  know  what  they 
are  doing,  that  these  acquisitions  will 
make  the  parent  companies  better  and 
stronger  rather  than  just  bigger.  The 
beneficial  results  should  begin  to  show 
up  in  a  year  or  so. 

Gould  is  expected  to  earn  well  over 
$4  a  share  in  the  fiscal  year  ending 
next  month.  This  will  be  a  new  high, 
as  has  been  the  case  in  every  year 
since  fiscal  1972.  Selling  at  7  times 
this  year's  earnings  and  yielding  about 
4.6%,  Gould  is  an  attractive  stock  for 
investment. 

The  same  goes  for  Emhart,  which 
earned  $3.65  a  share  in  1975  and  is 
likely  to  do  better  this  year.  First- 
quarter  net  was  $1.03,  up  from  70 
cents  a  share  a  year  ago.  Its  financial 
position  is  so  solid  that  it  can  swallow 
the  somewhat  debt-heavy  USM  Corp. 
without  risk  of  indigestion.  Emhart,  a 
steady  dividend  payer  since  1902, 
is  presently  yielding  5%. 

In  all  the  years  I've  been  in  The 
Street  I  can't  recall  a  period  when 
interim  profit  reports  have  been  quite 
as  dazzling  as  in  this  past  (quarter. 
The  combination  of  rising  sales  vol- 
ume, firm  prices  and  better  cost  con- 
trol has  had  remarkably  beneficial  re- 
sults. Now  it  becomes  clear  why  the 
stock  market  was   so  very  strong  in 


January,  As  usual,  it  was  discounting 
the  brilliant  earnings  that  are  now  be- 
ing published. 

From  here  on  the  year-to-year  gains 
will  probably  be  less  spectacular  than 
in  the  first  quarter,  which  compared 
with  the  low  point  of  the  recession  a 
year  ago.  Nevertheless,  the  profit  pic- 
ture looks  so  strong  that  in  a  great 
many  cases  previous  earnings  esti- 
mates for  the  full  year  will  have  to 
be  revised  upward.  When  Monsanto 
reported  first-quarter  profits  of  $4.40 
a  share  {vs.  $2.70  last  year),  Stan- 
dard &  Poor's  promptly  upped  its 
1976  earnings  estimate  from  $10  to 
$12.  I  doubt  that  the  market  has  fully 
discounted  such  new  projections. 

Steadily  Rising  Earnings 

Vodka,  virtually  unknown  in  this 
coimtry  only  30  years  ago,  has  be- 
come the  bestseiling  hard  liquor, 
beating  out  bourbon,  rye,  Scotch  and 
gin.  Much  of  the  credit  for  this 
achievement— if  that  is  what  we  want 
to  call  it— must  go  to  Heublein,  which 
has  done  a  superb  promotion  and 
marketing  job.  The  growth  trend  of 
vodka  consumption  is  continuing,  if 
not  accelerating.  Apparently  there  are 
a  good  many  people,  especially  among 
the  younger  generation,  who  prefer 
tomato  or  orange  juice  with  a  "kick" 
to  whiskey,  for  which  a  taste  has 
to  be  acquired. 

Heublein  (50)  has  reported  rising 
earnings  year  after  year,  and  the  cur- 
rent fiscal  year  (ending  June)  will  be 
no  exception.  The  expectation  is  $3.30 
to  $3.35  a  share,  up  from  $2.90  last 
year.  The  indicated  price/ earnings  ra- 
tio of  15  may  seem  high  by  compari- 
son with  other  stocks,  but  Heublein 
is  a  rather  unicjue  company,  like  a 
Disney,  for  example.  Its  Kentucky 
Fried  Chicken  division,  which  was 
acquired  in  1971  and  turned  out  to 
be  a  bit  of  a  problem  for  a  while,  is 
now  a  strong  profit  contributor  and 
adds  to  the  company's  growth  poten- 
tial. Down  nearly  15%  from  its  Feb- 
ruary high  of  59J«,  the  stock  is  again 
in  a  buying  range.  ■ 
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America's  .new  sex  symbol  may  yet 
turn  out  to  be  the  man  in  the  kitchen. 
And  something  important  is  really 
stirring  in  the  American  kitchen. 

It's   changing   from   an  out-of-the- 

•  ezer-and-into-the-oven  processing 

titer  for  TV  dinners,  into  a  well- 

lipped  room  where  gourmet  creativity 

ittracting  the  whole  family  as  would- 

chefs.  Not  least  of  all,  the  man  of 

■house. 

Craig  Claiborne,  New  York  Times 

'ood  Editor,  calls  it  "a  beautiful  revolu- 

n." 

The   $185  billion  food  industry  is 
'<ing  increasing  note  of  it. 

So  are  General  Electric,  Sunbeam 

'id  other  appliance  manufacturers  en- 

Dssed  in  the  profit  potential  of  new 
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kitchen  appliances. 

And,  Forbes  Magazine,  as  its  top- 
management  readers  will  hardly  be  sur- 
prised to  learn,  already  has  the  subject 
covered  from  soup  to  nuts.  It's  covered 
in  depth  in  a  major  article  called  "The 
Kitchen:  America's  Playroom."  It's  a 
detailed,  documented  look  at  this  signifi- 
cant trend  in  U.S.  eating  habits  and  their 
appetizing  ramifications  to  some  seg- 
ments of  American  business.  As  usual, 
Forbes  names  names. 

What  does  all  this  prove  or  portend 
for  food  companies  and  other  related 
businesses?  One  thing  for  certain, 
change  is  the  "constant"  in  the  Ameri- 
can marketplace  —  and  a  big  one  seems 
to  be  boiling  up  in  the  kitchen. 

Keeping  ahead  editorially  this  way 


is  one  key  ret  son  why  Forbes  keeps 
surging  ahead  in  advertising  gains. 

Why  Forbes  last  year  went  aheac 
of  Fortune  in  advertising  pages. 

Why  Forbes  is  the  only  leading  busi 
ness  or  news  magazine  that  was  up  ir 
advertising  pages  in  1975. 

Why  Forbes  in  1976  has  just  an 
nounced  the  biggest  first  quarter  in  its 
history  — with  advertising  pages  uf 
13%  over  the  same  period  in  record 
breaking  1975. 

And  it's  why  more  of  America's  top 
corporate  executives  read  Forbes  regu 
larly  than  any  other  major  business  oi 
news  magazine. 

To  find  out  what's  really  cooking 

FORBES:  CAPITALIST  TOOL 


Send  for  this  NEW 

1976  FREE 
REPORT. 


P-- 

WHO 

IS  INVESTING 

MONEY 

IN  MEXICO 

-,                  NOW? 

M\    ■ 
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NEW  1976  EDITION 

Bilingual  edition  (English  &  French)  just 
published  by  Multibanco  Comermex, 
Banco  Comercial  Mexicano,  S.A.  .  .  .  one 
of  the  largest  banking  institutions  in 
Mexico,  with  assets  over  a  billion  dollars 
(U.S.)  200  offices  .  .  .  and  147  corres- 
pondent banks  around  the  world. 

MULTIBANCO 
COMERMEX 

Banco  Comercial  Mexicano,  S.A. 

Representative  Office: 

450  Park  Avenue,  Suite  2602  F 

New  York.  NY.  10022 

NAME 


ADDRESS. 
CITY 


STATE. 


ZIP. 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  OH  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  av^arded  each 
month  through  PUBLIC  DRAWINGS  which 

f>rovide  profit  potential  In  excess  of  Vz  mil- 
Ion  dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  Information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dapt.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  loll  Ire*  800-S27-26S4  except  from  Tciai 


SERIOUS  INVESTORS 

Are  you  Interested  in  an  investment  pro- 
gram that  doesn't  depend  on  our  nation's 
economy? 

We  manage  low-risk  diversified  com- 
modity portfolios  with  an  astounding 
success  record.  $10,000  minimum.  Phone 
or   write   for    Information. 

HARRIS  COMMODITY   SYSTEMS 

11622   Gorham   Avenue   #3,   Lot  Angeles, 

Calif.  90049  (213)  879-1400. 
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Junk  For  Junk 


The  Funds 


Should  an  investor  swap  the  stock  he 
may  own  in  a  doggy  company  for 
shares  in  a  kennel  full  of  dogs?  That's 
something  of  what  common  share-*^ 
holders  in  real  estate  investment  trusts 
(REITs)  are  being  asked  to  do  by  S-G 
Securities  (assets:  $14  million),  a 
closed-end  mutual  fund  founded  three 
years  ago  that  specializes  in  REITs. 

S-G  has  filed  a  preliminary  pro- 
spectus with  the  Securities  &  Ex- 
change Commission  that  would  per- 
mit holders  of  REIT  securities  to  ex- 
change them  for  common  shares  in 
the  fund.  Say  you  own  100  shares  of 
ailing  Chase  Manhattan  Mortgage  & 
Realty  Trust,  worth  about  $300;  you 
could  conceivably  swap  them  for 
about  200  shares  in  S-G.  And  how 
does  this  benefit  the  shareholder?  "He 
can  get  a  tax-loss,"  says  S-G  vice 
president  and  investment  counselor 
John  A.  Frabotta,  "[but]  the  main 
thing  he  gets  is  diversification.  With 
many  REITs,  you're  not  going  to 
have  much  idea  of  what  you've  got 
for  two  or  three  years.  The  fact  that 
your  REIT  may  be  affiliated  with  a  fi- 
nancial institution  doesn't  mean  you're 
going  to  survive  this  time  around 
either.  As  part  of  a  pool  of  REITs,  you 
get  a  better  chance  of  keeping  your 
net  asset  value,"  or  what's  left  of  it. 

S-G  itself  is  a  bit  of  flotsam  from 
the  glory  days  of  REITs.  Affiliated 
with  Sonnenbhck-Goldman,  a  large 
New  York-based  commercial  mort- 
gage broker,  it  was  brought  out  at  a 
time  when  REITs  were  riding  high. 
But  S-G  was  never  a  big  success— 
happily  for  potential  investors. 

REITs  themselves  were  grossly  le- 
veraged, but  these  funds  leveraged 
them  even  more  by  issuing  two 
classes  of  stock— preference  shares  and 
common.  The  preferred  shareholders 
would  get  fixed  dividends;  everything 
else  was  for  the  benefit  of  the  com- 
mon. S-G,  moreover,  borrowed  money 
as  well.  When  the  collapses  came,  the 
original  shareholders  were  wiped  out, 
or  close  to  it.  S-G  went  from  a  high  of 
$13.97  to  under.  $1  and  today  sells 
around  $1.60.  However,  S-G  manage- 
ment does  deserve  some  credit  for 
bailing  out  of  REITs  almost  complete- 
ly by  the  middle  of  1975.  It  is  now 
invested  in  long-term  utility  bonds. 

Now  S-G  management  is  trying  to 
build  its  assets  to  a  point  where  they 
might  sometime  again  be  able  to  make 
profits  on  management  fees.  Hence  the 


exchange  offer.  S-G  isn't  willing  to  ac- 
cept just  any  dog  in  the  exchange. 
The  prospectus  lists  97  REITs  it  con- 
siders acceptable.  They  include  such 
biggies  as  C.I.  Realty,  Citizens  & 
Southern  Realty  Investors,  Diversi- 
fied Mortgage  Investors  and  Guardian 
Mortgage  Investors.  Says  Frabotta:  "I 
believe  that  every  one  of  them  except 
for  Chase  has  a  positive  net  worth." 
And  why  is  Chase  included?  "The 
REIT  still  has  Chase  bank  behind 
it  and  that  has  some  value."  There 
are  healthy,  dividend-paying  issues  on 
the  list,  but,  admits  Frabotta,  "we 
don't  expect  to  get  many  of  the  high- 
er-grade issues." 


Are  you  the  unlucky  owner 

of  REIT  stock? 
Here's  a  chance  to 

swap  your  dog 
for  a  piece  of  a  kennel. 


A  5%  fee  is  deducted  from  the  of- 
fered shares.  Then  comes  a  catch.  Be- 
cause the  fund  is  closed-end,  its  com- 
mon shares  sell  on  the  open  market; 
the  price  is  what  people  will  pay, 
not  what  the  underlying  assets  are 
worth.  So  S-G  has  given  itself  this 
advantage:  The  exchange  will  be 
effected  on  the  basis  of  the  open-mar- 
ket price  or  on  the  net  asset  value, 
whichever  is  higher.  A  person  could 
swap  his  REIT  shares  and  be  faced 
with  an  immediate  loss  if  the  S-G 
common  is  selling  at  a  discount,  which 
it  often  does. 

While  some  REIT  holders  may  see 
the  exchange  offer  as  an  easy  way  to 
diversify  or  even  upgrade  their  cats- 
and-dogs  portfolios,  current  S-G  share- 
holders have  some  cause  to  complain. 
If  the  swap  is  successful,  the  fund's 
enormous  leverage  will  be  sharply 
reduced. 

For  asset  valuation  purposes,  the 
fund  must  give  its  preference  shares  a 
fixed  liquidation  value.  Everything 
else  (if  there  is  anything)  is  credit- 
ed to  the  common  shareholders.  For 
S-G,  the  leverage  ratio  right  now  is 
about  8  to  1— one  of  the  shares'  few 
attractions. 

Thanks    to    the    securities    laws,    a  i  li 
successful  exchange  will  also  deprive  i 
preferred    shareholders,    who    get    ;i 
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fixed  dividend  of  $1.70  a  year,  of 
an  extraordinary  dividend  of  around 
50  cents.  (Under  that  circumstance, 
common  shareholders  would  get 
about  3  cents  a  share. ) 

While  its  common  shareholders 
went  to  the  cleaners,  S-G  has  made 
an  eflFort  to  Umit  the  damage  done 
to  its  management.  It  recently  changed 
its  management  fee  formula  to  a  "cost 
basis"  to  get  around  state  laws  re- 
stricting such  fees  to  1.5%  of  assets. 

"The  fee  based  upon  assets  under 
management  just  doesn't  generate 
enough  to  pay  overhead,"  says  Fra- 
botta.  In  1975  the  fund  paid  $37,000 
in  advisory  fees.  This  year  it  will  pay 
about  $130,000.  But  if  assets  do  in- 
crease substantially,  what's  to  stop 
the  fund's  adviser  from  proposing  a 
new  formula?  Nothing,  really. 

Should  a  REIT  shareholder  ex- 
change his  stock?  A  better  question 
might  be:  Should  anyone,  other  than 
a  rank  speculator,  be  in  most  of  to- 
day's REITs  in  the  first  place?  A  lot 
of  money  might  ultimately  be  made 
in  recovering  REITs,  the  experts  as- 
sure us.  Maybe  so.  But  how  long? 
Which  REITs?  Many  of  these  peo- 
ple are  the  same  ones  who  were 
pushing  REITs  in  the  first  place,  who 
didn't  foresee  the  great  REIT  disaster. 
Why  pay  attention  to  them  now? 

Ken  Campbell,  founder-boss  of 
Audit  Investment  Research,  has  stud- 
ied REITs  for  years,  and  we  recently 
asked  him  for  his  outlook  on  the  in- 
dustry. He  could  hardly  be  described 
as  a  bull. 

"We  follow  130  REITs.  Of  these, 
40  are  not  going  to  make  it  as  REITs, 
50  could  go  either  way  and  40  are 
in  relatively  good  shape."  Those 
REITs  that  score  well  in  Campbell's 
relative-appeal  rankings  include  such 
insurance-sponsored  REITs  as  Con- 
necticut General  Mortgage  &  Realty, 
Equitable  Life  Mortgage  &  Realty, 
MONY  Mortgage  and  MassMutual, 
and  others  such  as  General  Growth 
Properties.    ^- 

There  have  now  been  several  large 
REIT  bankruptcies,  and  Campbell 
sees  more  blood  flowing.  "The  banks 
are  not  nearly  so  accommodating.  I 
believe  many  want  their  loans  cleaned 
up  one  way  or  the  other  by  the  end 
of  the  year." 

Campbell  does  think  that  the  larger 
bank-sponsored  REITs,  such  as  Chase 
and  BT  Mortgage,  will  be  salvaged, 
but  smaller  ones,  such  as  NJB  Prime 
Investors,  "are  being  pushed  to  the 
wall."  ■ 


Introducing  the 

Other  Value  Line  Survey 

To  most  investors,  'Value  Line'  means  The  Value  Line  Investment  Survey. 
And  no  wonder:  each  weekly  edition  of  the  Investment  Survey  is  received  by 
50,000  subscribers  making  it  the  country's  most  widely  read  advisory  service. 

But  did  you  know  that  Value  Line  publishes  another  service  which  is  also 
dominant  in  its  field?  The  Value  Line  Convertible  Survey — which  evaluates 
all  1200  CBOE,  Amex  and  PBW  options  as  well  as  705  convertible  bonds, 
preferreds  and  warrants — is  received  by  3500  investors.  That's  more  than 
twice  the  readers  of  any  other  convertible  service  or  (we  believe)  any  other 
option  service. 

Admittedly  we'll  never  have  50,000  subscribers.  But  if  you're  one  of  the 
small  number  of  investors  who  are  deeply  involved  in  options  and/or  convert- 
ibles, then  we'd  like  to  have  you  as  one  of  our  3500+  subscribers. 

Let  us  show  you  how  we  can  contribute  to  your  option  and/or  convertible  in- 
vesting. After  all,  just  one  additional  successful  transaction  a  year  could  pay 
the  cost  of  a  subscription  many  times  over.  Why  not  give  us  a  try? 


D  3  months  for  $29  (12  issues).  Name 

This  introductory  offer  is  available  only  (please  print) 

once  to  any  household.  Check  or  money 

order  for  $29  must  accompany  order.  Address  

D  1  year  for  $225  (48  issues). 

D  Payment  enclosed.  ^'*^y 

D  Bill  me  for  $225. 
Subscription  fees  are  fully  tax-deductible.    Signature   — 
This  agreement  will  not  be  assigned 
without  subscriber's  consent. 


-State, 


Zip 


N.Y.  residents  please  add  applicable  sales 
tax.  Foreign  rates  available  upon  request. 
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What  your  home  could 

have  in  common  with  the  Met, 

thelate,  and  the  Louvre. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

_    _  We  offer  original  etchings,  litho- 

graphs and  serigraphs  signed  by  Baskin, 
Calder,  Dali,  Delacroix,  Renoir  and 
other  important  artists. 

( Alexander  Calder's  playful 
lithograph  "Homage  to  the  Pyramid"  is  just 
one  of  the  many  fine  prints  we've  recently 
made  available. ) 

Our  expert  advice  and  full  money 
back  guarantee  are  your  assurances  that  the 
art  you  buy  will  have  lasting  value  and  beauty 

Send  for  our  colorful,  descriptive 
brochure,  without  obligation. 
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Commodities 


Will  The  Bears  Come 
Out  Of  The  Woods? 

« 
By  Stanley  W.  Angrist 


1 1  istorically,  two  industries  have 
led  the  U.S.  economy  out  of  recessions 
into  recoveries— automobiles  and  hous- 
ing. The  auto  industry  is  doing  its 
part  today,  but  there  still  seems  to  be 
some  question  about  housing,  at  least 
rental  housing. 

For  anyone  trading  in  lumber  on 
the  Chicago  Mercantile  Exchange,  or 
in  plywood  on  the  Chicago  Board  of 
Trade,  what  goes  on  in  the  housing 
industry  is  of  critical  importance— 
60%  of  all  softwood  plywood  and  lum- 
ber is  used  in  residential  construction. 

Precipitous  Drop 

In  January  1972  housing  starts,  on 
a  seasonally  adjusted  annual  rate 
(SAAR)  basis,  reached  2.49  million 
units,  fell  during  the  rest  of  the  year 
and  then  in  early  1973  moved  back 
to  the  January  1972  level.  From  that 
point  imtil  early  1975,  the  housing- 
starts  graph  looked  like  the  profile  of 
the  fastest  ski  slope  in  the  Rockies.  In 
December  1974  starts  actually  sank 
to  940,000  units,  one  of  the  lowest 
levels  since  October  1955.  Actual 
starts  for  all  of  1975  were  1.16  mil- 
lion units,  down  from  a  total  of  2.35 
million    units    in    1972— a    50%   drop! 

Things  have  turned  somewhat 
brighter  since  the  black  days  of  De- 
cember 1974.  Housing  starts  on  an 
annual  basis  in  March  were  at  the 
1.44-million-unit  level,  the  second- 
highest  monthly  rate  since  last  June 
and  46%  ahead  of  the  March  1975 
rate  of  986,000  units.  Apartment 
starts,  which  had  been  very  sluggish 
during  the  early  months  of  the  re- 
covery, rose  19%  in  March  from  the 
previous    month.    Furthermore,    con- 


Stanley  W.  Angrist  is  a  professor  at  Carnetie-Mellon 
University  and  has  written  many  books,  including  one 
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struction  permits  rose  to  the  highest 
rate  since  May  1974  and  were  nearly 
double  the  March  1975  level.  March 
was  the  fourth  consecutive  month  in 
which  the  permit  rate  increased. 

So  what  has  been  happening  in  the 
wood  futures  market?  Unfortunately, 
not  too  much.  Both  plywood  and  lum- 
ber contracts  reached  their  life-of- 
contract  lows  in  early  October  and 
their  life-of-contract  highs  in  late 
February.  Since  that  time  they  have 
both  sold  off  more  than  $10  per  thou- 
sand board  feet  for  lumber,  and 
about  the  same  amount  for  plywood 
per  thousand  square  feet. 

The  lumber  contract  is  for  100,000 
board  feet  of  kiln-  or  air-dried  Hem- 
Fir,  nominal  2  x  4s,  standard  grade 
in  random  lengths  of  8  to  20  feet. 
The  plywood  contiact,  starting  with 
the  July  contract,  calls  for  76,032 
square  feet  of  exterior  grade,  five-ply 
half -inch  softwood  plywood.  In  re- 
cent weeks  the  July  lumber  contract 
has  been  bounding  around  between 
$160  and  $176  per  1,000  board  feet, 
while  the  July  plywood  contract  has 
been  dancing  between  $152  and  $166 
per  1,000  square  feet.  These  short, 
sharp  rallies  followed  by  steep  re- 
versals have  been  driving  technical 
market  traders  wild.  Just  after  the 
rally  gives  them  a  buy  signal,  they 
find  themselves  stopped  out  on  the 
selloff.  And  vice  versa  when  they  go 
short.  The  minimum  margin  on  a  lum- 
ber  or   a   plywood   contract   is   $700. 

Gathering  Steam? 

Is  this  a  consolidation  period  while 
the  markets  gather  steam  to  attack  the 
old  alltime  highs  of  $216  for  ply- 
wood and  $193  for  lumber? 

The  bulls,  it  seems  to  me,  have  the 
better  case.  Thrift  institutions  are  al- 
most all  flush  with  money  and  eager 
to  make  mortgage  loans  (albeit  at  8% 
or  more).  We  are  now  in  the  best 
building  weather  of  the  year.  People 
feel  more  optimistic  about  their  jobs 
and  the  economy  in  general,  which 
means  they  are  much  more  likely  to 
be  interested  in  purchasing  a  house. 


Moreover,  prices  will  have  to  go  up 
if  housing  recovers  sharply  or  there 
could  be  a  bad  shortage  of  lumber: 
The  rising  cost  of  raw  materials,  la- 
bor and  other  manufacturing  costs 
have  increased  break-even  points  dra- 
matically; some  observers  estimate 
that  west  coast  lumber  producers 
must  get  between  $190  to  $200  per 
1,000  board  feet  to  break  even. 

The  case  for  the  bears?  Yes,  there 
is  always  the  other  side  of  the  coin. 
Lumber  production  is  at  a  relatively 
high  level;  lumber  pipelines  seem  to 
be  relatively  full.  The  eventual  com- 
petition for  funds  by  the  Government 
and  private  business  could  cause  both 
short-  and  long-term  interest  rates  to 
rise  and  crowd  out  potential  home- 
buyers  from  the  money  market. 

Favoring  The  Bulls 

But,  as  I  said,  the  bulls  have  a  bet- 
ter case.  Estimates  of  total  housing 
starts  for  1976  range  from  1.5  to  1.8 
million  units.  Even  a  number  halfway 
between  these  two  could  cause  lum- 
ber and  plywood  prices  to  experience 
a  sharp  rise.  Bulls  entering  these  mar- 
kets at  this  time  are  probably  taking 
on  less  risk  than  bears.  If  you  be- 
lieve strongly  that  housing  is  going  to 
catch  up  with  the  rest  of  the  econo- 
my, then  you  belong  on  the  long  side 
of  lumber  and  plywood.  If,  on  the 
other  hand,  you  think  that  high  in- 
terest rates  will  abort  the  housing  re- 
covery, then  you  would  be  more  com- 
fortable on  the  short  side.  In  either 
case,  you  should  use  prudent  stops. 
»     »     ♦ 

A  follow-up:  In  my  Mar.  1  column 
on  copper  I  was  mostly  a  bear- 
though  I  pointed  out  it  was  probably 
too  late  to  go  short.  I  was  dead  wrong. 
Not  only  was  it  too  late  to  go  short, 
but  it  was  an  excellent  time  to  go  long 
as  copper  rallied  10  cents  ($2,500 
per  contract)  in  the  next  six  weeks. 
The  rally  has  its  puzzling  aspects: 
Above-ground  stocks  of  copper  are 
still  quite  large.  On  the  other  hand, 
(juarreling  with  the  tape  has  never 
made  anybody  very  much  money.  ■ 
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The  Street  Walker 


If  You  Could  Love  Only  One  •  •  • 
H 


lave  you  ever  grown  glassy-eyed 
poring  through  those  long  lists  of  rec- 
ommended stocks  that  the  brokerage 
houses  put  out?  Have  you  ever  longed 
to  say  to  the  broker:  "Never  mind 
the  laundry  list— what's  your  favorite 
stock?"  That's  just  what  our  Street 
Walker  did.  He  got  on  the  telephone 
and  asked  a  dozen  money  men,  most- 
ly research  directors,  a  simple  ques- 
tion: If  you  could  buy  one  stock  and 
one  only,  which  would  it  be? 

"For  me  at  this  moment  its  North- 
em  Telecom,"  said  Dan  Williams,  re- 
search director  of  San  Francisco-based 
Sutro  &  Co.  "It  offers  unusually  high 
quality,  growth  and  a  fine  position  in 
world  telecommunications  markets. 
Over  four  years  it  could  double.  You 
don't  get  quality  and  a  double  in  two 
years.  If  I  wanted  to  speculate,  I 
could  have  picked  loads  of  other 
stocks.  If  I  wanted  no  risk  at  all,  I 
could  have  picked  AT&T  and  sacri- 
ficed a  lot  of  growth."  (Northern 
Telecom:  1975  sales,  $1  billion;  earn- 
ings per  share,  $2.65;  recent  price, 
38%;  NYSE.) 

Alone  On  An  Island 

"Hewlett-Packard,"  responded  Rob- 
ert M.  Hanisee  of  Los  Angeles'  Crow' 
ell,  Weedon  &  Co.  "Like  if  I  was  go- 
ing to  a  desert  island  and  couldn't  be 
reached  for  ten  years,  that  would  be 
my  stock. 

"Why?  If  my  initial  objective  had 
been  to  maximize  capital  gains,  I 
would  have  chosen  National  Semi- 
conductor or  Beckman  Instruments. 
But  given  a  broader  objective  of  safe- 
ty, too,  I  know  of  no  other  company 
as  strong  in  all  three  disciplines  of 
managelrnent— technology,  marketing, 
manufacturing— combined  with  strong 
finances  as  Hewlett.  It  does  have  a 
high  price/ earnings  ratio,  but  it  de- 
serves it.  One  warning.  When  I  left 
for  the  desert  island,  Hewlett  would 
be  an  instrument  company;  when  I 
returned  it  would  be  a  computer  com- 
pany." (Hewlett-Packard:  fiscal  1975 
sales,  $981  million;  earnings  per  share, 
$3.02;  recent  price,  106?^;  NYSE.) 

Ronald  Strauss  of  Chicago-based 
Mesirow  &  Co.  would  buy  a  conglom- 
erate—a   stock    he    doesn't    follow— 


Loews  Corp.  "They  are  turning 
around  CNA;  I've  seen  some  num- 
bers. They  stole  that  company— vir- 
tually. Loews  also  has  leverage  and  a 
big  portfolio  of  securities.  That's  the 
way  to  go  with  the  market  headed 
north."  (Loews  Corp.:  1975  sales, 
$2.7  billion;  earnings  per  share, 
$5.14;  recent  price,  29J^;  NYSE.) 

Shearson  Hayden  Stone's  chief  in- 
vestment officer,  Leslie  Pollack,  would 
try  to  double  his  money  by  buying 
Blue  Bell,  a  maker  of  blue  jeans  and 
other  work  and  leisure  clothing 
(Forbes,  Feb.  15).  He  has  just  raised 
his  estimate  of  earnings  for  fiscal  1976 
(ending  Sept.  30)  to  $7.50  and  $8.50 
for  fiscal  1977.  With  only  two  slight- 
ly down  years  in  the  last  15,  he  thinks 
Blue  Bell  should  be  selling  for  ten 
times  earnings,  not  an  estimated  six 
for  this  year.  (Blue  Bell:  fiscal  1975 
sales,  $569  milUon;  earnings  per  share, 
$4.19;  recent  price,  45K;  NYSE.) 

Sewing  Things  Up 

Robert  Archibald,  research  direc- 
tor for  Los  Angeles-based  Bateman 
Eichler,  Hill  Richards,  liked  House  of 
Fabrics,  an  operation  of  retail  fabric 
stores,  which  he  thinks  will  continue 
to  compound  its  earnings  at  30%.  In 
contrast  to  its  past  multiple  of  50, 
House  of  Fabrics,  at  9%,  is  selling  at 
only  nine  times  1975  earnings  of 
$1.03  per  share. 

Boston's  Frank  Parrish  Jr.,  leader 
for  the  income-growth  group  of  Fi- 
delity Fund,  likes  Mississippi  River 
Corp.  (Forbes,  Apr.  I),  soon  to  be 
Missouri  Pacific.  MoPac  is  already  tak- 
ing advantage  of  the  improving  regu- 
latory environment  by  discussing 
merger  with  the  Southern  Railway. 
Selling  at  only  six  times  earnings  with 
a  good  yield,  MoPac  is  a  cyclical 
basic  industry  issue,  and  that  is  what 
Parrish  believes  institutions  are  in- 
terested in  these  days.  (Mississippi 
River:  1975  sales,  $1.1  billion;  earn- 
ings per  share,  $5.28;  recent  price, 
35J^;  NYSE.) 

Two  research  directors  immediately 
picked  their  own  brokerage  house 
stocks,  but  couldn't  be  quoted  be- 
cause the  law  forbids  pushing  your 
own   stock.    Robert   Stovall,    director 


of  investment  policy  for  Reynolds  Se- 
curities, however,  does  pick  a  broker- 
age firm:  Merrill  Lynch.  Between 
now  and  1980,  he  claims,  daily  trad- 
ing volume  will  rise,  prices  will  rise, 
and  this  will  mean  a  guaranteed  boom 
for  well-capitalized  securities  firms— 
especially  Merrill  Lynch.  (Merrill 
Lynch:  1975  sales,  $979  million; 
earnings  per  share,  $2.69;  recent 
price,  26)^;  NYSE.) 

"Out  of  5,000  stocks,  which  one 
would  I  buy?"  Bache  Halsey  Stuart 
Research  Director  Kevin  J.  Bradley 
rephrased  our  question,  "Data  Gen- 
eral, a  minicomputer  maker.  It's  in  an 
open-end  industry.  With  no  real  lim- 
its to  its  growth  in  the  next  five  years, 
its  stock  could  easily  double  or  tri- 
ple." (Data  General:  fiscal  1975  sales, 
$108  million;  earnings  per  share, 
$1.51;  recent  price,  57}^;  NYSE.) 

What?  No  IBM? 

Where,  we  wondered,  were  the 
great  old  growth  stocks  of  yesteryear? 
Robert  Wade  Jr.,  chief  investment  of- 
ficer of  Drexel  Bumham  &  Co.,  came 
to  our  rescue.  "When  anyone  asks 
me  what  stock  to  put  away  for  his 
kid's  college  education,  I  have  this 
uninspired  answer:  IBM.  There  is  so 
much  worry  today  about  the  fulurr^ 
that  IBM  has  come  down  to  a  reason- 
able price/ earnings  ratio.  It  will  grow 
in  excess  of  10%  annually,  and  it  is 
still  expanding  into  other  fields.  Sure, 
when  the  P/E  gets  up  to  25,  you 
worry.  But  right  now  you  can  buy 
IBM  for  about  the  same  ratio  as  In- 
ternational Paper,  and  I  have  no  dif- 
ficulty choosing  between  them.  By  our 
estimates,  IBM  is  selling  at  only  20 
times  1976  earnings,  17.5  times 
1977  estimated  earnings." 

Wade's  view  was  shared  by  a  rath- 
er stufiFy  fellow  who  said  he  chose  not 
to  participate  in  our  little  survey,  but 
answered  the  question  anyhow.  He 
said:  "Everybody  knows  the  answer 
to  your  question  would  be  IBM."  But 
out  of  a  dozen  possible  votes,  IBM 
got  only  two. 

A  promise  to  our  readers:  Toward 
the  end  of  this  year,  the  Street  Walk- 
er will  revisit  these  gentlemen  and 
their  favorite  stocks.  ■ 
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Opportunity  Knocks 


By  Richard  W.  O'Neill 


espite  all  those  horror  stories  you 
have  heard,  now  is  the  time  to  start 
exploring  investments  in  rental  prop- 
erties. If  you  choose  carefully  you 
could  get  9%-10%  net  on  your  cash 
completely  sheltered— no  income  tax  is 
due.  For  a  50%  tax  bracket,  that  is 
the  equivalent  of  an  18%-20%  return, 
plus  some  shelter  of  other  income. 

Single-home  buUding  has  picked 
up,  but  rental  building  has  not.  Pro- 
fessionals say  the  vacancy  rate  is  so 
low  that,  in  efiFect,  there  are  no  va- 
cancies—only unoccupied  apartments 
being  fixed  up  for  incoming  tenants. 
The  latest  Census  figures,  for  Decem- 
ber, show  a  mere  5.4%  vacancy  rate. 

And  that  rate  could  dip  to  under 
4%  by  early  next  year,  now  that  the 
economy  is  rebounding.  The  effective 
annual  demand  for  units  could  hit 
800,000  this  year  and  again  next  year. 
But  as  I've  pointed  out  in  an  earlier 
column  (Forbes,  Feb.  15),  develop- 
ers would  be  straining  to  produce  any 
more  than  300,000  units  this  year  and, 
say,  450,000  next  year. 

Find  A  Pro 

Begin  your  search  for  the  right  deal 
with  persons  you  know  and  respect— 
your  banker,  accountant  or  lawyer. 
One  of  them  should  be  able  to  in- 
troduce you  to  a  real  estate  pro. 
Where  can  you  invest?  Your  own 
backyard,  not  more  than  two  hours' 
drive  from  your  home.  If  your  own 
area  does  not  look  good— and  many 
don't,  the  Northeast,  for  example— you 
may  want  to  vent\ire  farther  afield. 

Start  looking  in  either  the  sunbelt 
or  the  midwestem  agricultural  belt, 
depending  on  which  area  you  know 
more  about.  Zero  in  on  growing  cities 
of  under  500,000  people.   In  bigger 

Mr.  0'N«JII  heads  the  Housing  Advisory  Council 
Ltd.  and  ediU  the  weekly  "O'Neill  Latter."  He  is  the 
former  editor-in-chief  of  "House  &  Home." 


cities,  the  best  deals  tend  to  go  to  big- 
ger investors.  More  importantly,  the 
bigger  cities  are  more  likely  to  have 
a  vocal  minority  clamoring  for  Umited 
growth  or  rent  controls.  Stick  to  small- 
er projects,  $2  million  or  less,  with 
build-out  times  of  under  two  years; 
inflation  can  devastate  projects  with 
long  lead  times.  Above  all,  lean  to  a 
developer  who  is  well-known  in  town. 

Check  The  Competition 

In  your  negotiations  with  the  de- 
veloper, demand  to  see  his  written 
reports  outlining  what  market  his  new 
project  will  serve,  what  rents  he  ex- 
pects to  get,  how  quickly  he  expects 
to  fill  the  units.  Also,  find  out  what 
the  competition  is  planning. 

As  a  limited  partner  joining  a  gen- 
eral partner,  the  developer,  you  will 
be  personally  liable  on  the  mortgage. 
The  general  partner  has  a  Lability 
over  and  above  the  mortgage. 

Although  you  will  take  accelerated 
depreciation,  figure  it  initially  as 
straight-line,  sort  of  an  insurance  for 
your  ultimate  tax  shelter.  Meanwhile, 
any  depreciation  left  after  sheltering 
the  income  from  your  apartments  can 
be  used  to  shelter  other  income. 
There  is  recapture  of  excess  deprecia- 
tion only  in  case  of  a  capital  gain 
upon  disposition  fairly  early  in  the  life 
of  the  project.  Don't  forget:  Fully  de- 
preciated  projects    are   great   for   re- 


tirement income,  when  you  are  in  a 
low  tax  bracket. 

The  table  below  shows  what  a  de- 
sirable deal  would  look  like. 

Tax  legislation  that  would  have  se- 
verely limited  the  tax  shelter  features 
now  applying  to  apartment  investing 
has  been  effectively  shot  down  by  the 
Senate  Finance  Committee.  Even 
though  some  of  those  shelters  could 
be  wiped  out  by  the  next  Congress, 
projects  started  within  the  next  two 
years  would  be  "grandfathered." 

How  much  should  you  invest?  I 
would  suggest  no  more  than  30%  of 
your  investment  portfolio.  It's  better 
to  invest  10%  in  three  different  deals, 
than  15%  each  in  two.  Also,  no  mat- 
ter how  much  money  you  have,  ini- 
tially at  least,  don't  sink  more  than 
$250,000  into  any  project. 

One  other  point:  You  may  have 
read  about  "work-outs"  of  distressed 
projects.  If  you  are  new  to  this  busi- 
ness, forget  them;  the  majority  of 
those  projects  will  prove  to  be  dogs. 
Also  forget  about  recreation,  resort 
or  vacation  deals.  There  will  be  plenty 
of  solid,  new  apartments  going  up  to 
keep  you  happy. 

Never  forget:  Don't  buy  a  deal  un- 
less it  can  stand  on  its  own  without 
help  from  any  gimmicks,  tax  or  other- 
wise. The  tax  shelter  is  the  icing,  it 
isn't  the  cake.  It's  an  investor's  mar- 
ket, and  you  might  as  well  take  ad- 
vantage of  it.  ■ 


30  apartments  at  $30,000  each  =  total  project  cost 

75%    loan,  25  years,  at  9y4%   =  mortgage 

Equity  (general  partner,  $75,000;  3  limited  partners,  $50,000  each) 

Monthly  cash  flow  for  project: 

Gross  monthly  rent  32,000  sq.  ft.  total  at  36^  per  sq.  ft. 
Less  vacancy  &  uncollectibles  (6%) 


$900,000 

675,000 

$225,000 


$11^20 
691 


$10,829 
$  3,032 


Operating  expenses. (no  utilities,  tenant  pays),  reasonable 

property  taxes— 28% 

Net  income  before  debt  service  on  mortgage  =     $  7,797 

Debt  service  (lenders  require  ratio  1 .3,  net  income  to  debt  service)  $  6,015 

Actual  net  cash  return  per  month  is  $1,782,  per  year  is  $21,384  for  a  yield,  before 
shelter,  of  9.5%. 

Straight-line  depreciation  on  a  25-year  life  is  $3,000  per  month;  accelerated  deprecia- 
tion leaves  a  lot  to  shelter  other  income.  Depending  oii  your  income  position,  you 
can  get  your  investment  back  in  five  to  eight  years. 
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I  n  the  currency  trading  business," 
.ays  Ernst  Brutsche,  until  recently 
Iliticorp's  London  foreign  exchange 
ind  money  market  manager,  "mone- 
ary  turmoil  is  good  for  you."  When 
he  British  pound,  for  instance,  looks 
oimd  for  a  few  months,  Brutsche,  a 
lim,  controlled  yoimg  man  of  38, 
lets  a  mere  one-twentieth  of  a  cent 
n  every  pound  he  converts  into  dol- 
ars.  But  when  the  pound  begins  to 
all,  people  will  pay  almost  anything 

0  get  out,  and  Brutsche's  spread 
ises  to  maybe  half  a  cent.  The  dif- 
erence  is  spectacular— a  $5,000  gain 
IS  against  $500  on  every  million-dol- 
ar  transaction. 

It's  currency  crises  that  regularly 
)ay  Brutsche's  overhead.  His  20-man 
eam  of  traders  often  sits  around  for 
wo  days  with  nothing  much  happen- 
ng.  Then  suddenly  all  hell  breaks 
oose,  and  if  the  traders  are  doing 
heir  job  properly,  in  two  or  three 
rantic  hours  they  can  make  more 
han  enough  to  pay  for  the  days 
v'hen  there  is  no  activity  whatever. 

But  the  team  had  better  be  good, 
ilach  trader  has  to  know  what's  go- 
ig  on  not  only  in  the  currencies  he 
pecializes  in  but  in  all  the  related 
"OS.  And  each  trader,  Brutsche  says, 

:st  be  right  two  out  of  three  trades, 

1  hell  lose  his  shirt.  It's  not  easy. 
Iveryone  in  the  trading  room  is 
Dreaming  at  the  top  of  his  voice, 
"he  trader  finds 'himself  talking  into 
>vo   or   three   phones    at   once   and 

ing  to  keep  the  details  of  all  the 
-des  in  his  head— the  currency,  date, 
niovmt,  delivery  destination— because 
lore  isn't  time  to  write  them  down. 


"Millions  of  lire  and  rubles  and  francs. 
Broke  the  bank,  broke  the  bank. 
Broke  the  best  of  all  possible  banks" 
—Dr.  Pangloss  in  the  Bernstein  Candide. 


And  all  the  while  the  adrenaline  is 
flowing,  because  a  single  mistake.  .  .  . 

But  the  job  takes  more  than  strong 
nerves  and  a  strong  constitution.  It 
takes  the  ability  to  work  together 
with  others  as  a  team— to  accomplish 
some  predetermined  goal— buying  $25 
million  worth  of  poimds,  say,  or  sell- 
ing $25  million  worth  of  lire. 

Currency  traders  aren't  like  the 
specialists  on  the  stock  exchanges 
who  try  to  match  buy  and  sell  orders. 
They  are  buyers  and  sellers  for  their 
bank's  account,  and  can  go  long  or 
short  at  least  $1  million  during  the 
day.  When  the  day  is  over  and  they 
close  their  books  after  covering  their 
positions,  they  are  expected  to  have 
bought  more  cheaply  than  they  sold. 

Much  of  the  trading  volume  comes 
from  corporations  that  want  to  hedge 
business  transactions,  although  some 
wealthy  individuals  also  play  the  cur- 
rency markets.  Besides  offering  ex- 
change for  customers,  however,  Citi- 
bank also  participates  in  the  interbank 
market.  This  involves  quoting  curren- 
cies when  called  by  another  bank 
whether  it  wants  to  or  not  and  execut- 
ing orders  at  that  quote  if  a  customer 
bank  requires  it.  Risky?  Darned  risky, 
but  it's  another  way  to  make  a  dollar. 
"The  size  of  your  position,"  says 
Brutsche,  "is  determined  by  how  fast 
you  can  get  out  of  it.  Do  you  have 
the  bodies  to  pick  up  the  phone  and 
move  out  of  a  tricky  situation?" 

People  get  hurt  all  the  time  in  for- 
eign exchange  because  it  amounts  to 
what  mathematicians  call  a  "zero  sum 
game."  Whenever  somebody  buys, 
sells  or  lends  one  country's  currency 
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at  Investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
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Value  Line  for  the  next 
twelve  weeks  for 

only  $29 

•  RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not  already 
had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY  during  the 
past  two  years.  See  for  yourself  how  Value  Line's  investment  advisory  ser- 
vice, though  not  "free  of  charge,"  might  help  you  to  maximize  your  invest- 
ment profit  possibilities  and  reduce  your  investment  risk. 

•  REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  12-week  trial  basis  at  half  the  regular  rate 
to  new  trial  subscribers  only  because  we  have  found  that  a  high  percentage 
of  those  who  once  try  Value  Line  for  a  period  of  months  stay  with  it  on  a 
long-term  basis.  The  increase  in  circulation  thus  effected  enables  us  to 
provide  a  service  for  far  less  than  would  have  to  be  charged  to  a  smaller 
number  of  subscribers. 

•  BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page  reports 
on  each  of  the  more  than  1600  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line  Reference  Ser- 
vice, which  alone  sells  for  $35,  will  be  yours  at  no  extra  charge  under  this 
offer. 

•  SUBSCRIPTION: 

For  the  next  12  weeks  you  will  receive  new  reports  at  the  rate  of  about  125 
a  week,  which  will  replace  and  update  those  already  in  your  binder.  (Filing 
takes  only  one  minute  a  week.)  You  will  also  receive  during  the  next  12 
weeks  the  weekly  "Selection  and  Opinion"  section  of  the  VALUE  LINE 
INVESTMENT  SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy 
and  the  stock  market,  advice  on  investment  policy,  in-depth  analyses  of  es- 
pecially recommended  stocks,  the  Value  Line  market  averages,  and  other 
features. 

•  MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it  to  be, 
you  may  return  the  material  we  send  you  within  30  days  for  a  full  and  un- 
questioned refund  of  your  $29. 
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booklet  "Investing  in  Common  Stocks"  as  a  bonus.  My  check  or  money  order  for 
$29  is  enclosed.  (Trial  subscriptions  must  be  accompanied  by  payment.) 

D  I  prefer  one  year  (52  weeks)  of  Value  Line,  plus  the  bonus.  Investors  Reference  Ser 
vice  and  the  booklet,  "Investing  in  Common  Stocks"  for  $248.  (There  are  no 
restrictions  with  this  offer.) 
D  Payment  enclosed     D  Bill  me  for  $248 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  for 

a  full  refund  of  the  fee  I  have  paid.  •  416F15 
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against  another's,  somebody  else  i 
tomatically  wins  or  loses:  It's  not  li 
the  stock  market  where  both  buj 
and  seller  can  make  a  profit  in  a  i 
ing  market. 

On   the  wrong  side  in   the   Seve 
ties   were   many   of   the   branches 
U.S.    banks   that   moved   overseas 
the  Sixties  and  plunged  into  forei 
exchange    trading    to    pay    their    i 
penses   until   they   could  get  forei 
loans  on  their  books.   Now,  most 
the  smaller  banks  are  out  of  the  fi 
eign   exchange   business,   sadder   a 
poorer,  and  the  big  ones   are  doi 
much  less  speculation  for  their  o\ 
account.  The  string  of  exchange  los! 
that  led  to  the  Herstatt  collapse  sort 
out  the  men  from  the  boys. 

Candy  Valuator 

Swiss-born  of  German  paren 
Brutsche  grew  up  in  Germany,  a  fi^ 
minute  walk  from  Switzerland,  a  ha 
hour's  bike  ride  from  France,  so  tl 
he  was  constantly  crossing  the  bore 
to  buy  candy  or  go  to  a  movie,  shi 
ing  from  marks  to  Swiss  and  Fren 
francs  and  back  again,  and  as  a  ; 
suit  the  elements  of  foreign  exchan 
became  second  nature  to  him.  He  a 
had  a  talent  for  foreign  language,  a 
in  1963  this  led  him  into  foreign  « 
change  trading  at  Citicorp's  Frai 
furt  headquarters.  He  rose  fast;  wii 
in  a  year  he  was  one  of  Citicor 
top  foreign  exchange  troubleshoote 
When  Citicorp's  Brussels  office  i 
expectedly  reported  an  $8-million  k 
Brutsche  was  sent  in  from  Frai 
furt  for  three  months  to  straight 
out  the  mess;  he  stayed  on  for  nea 
eight  years.  Then  in  1971  he  ] 
Brussels  to  head  up  Citicorp's  ope 
tion  in  London,  the  foreign  exchai 
capital  of  the  world,  where  Citib; 
ranks  as  the  biggest  U.S.  bank  in 
business. 

Though    Citicorp's    worldwide 
eign  exchange  trading  profits  fell  fi 
$89   million   in    1974   to   $63  mil| 
in     1975,     Brutsche's     London     tc 
nonetheless   increased   its   foreign 
change   profits    every    year,    skil 
avoiding  the  disasters  that  befell 
traders  both  within  and  without 
corp.    This    team    reacted    insti 
when    the    lira    softened,    when 
British  pound  sank  below  an  unt 
able     $2,     when     the     French 
dropped  out  of  the  Common  Ml 
currency    snake    only    seven    mi 
after  rejoining  it. 

Why  has  Brutsche's  team  don^ 
much  better  than  most?  He  attril 
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success  to  what  he  learned  in 
ightening  out  Citicorp's  Brussels 
;o.  'It  was  a  cheap  lesson,"  he 
;.  "You  have  to  control  yotu:  busi- 
;  well  and  you  have  to  laiow  what 

are  doing.  The  manager  should 
3  known  what  was  going  on,  but 
didn't."  (He  had  estabhshed  risk 
ts  for  the  trader,  who  wasn't  pay- 
attention  to  them.)  Bnitsche  rides 
'  close  herd  on  the  team  that 
ks  imder  him. 

)  Moonlighting" 

ecause  of  the  time  differential  in 
urency  market  that  extends  from 
ikfurt  to  New  York,  many  traders 
:ate  around  the  clock,  respond- 
to  calls  from  New  York  that  come 
heir  homes  in  the  middle  of  the 
it.  But  Bnitsche  will  not.  "You 
t  run  your  business  out  of  your 
room,"  he  says.  "The  situation  is 
iging  so  fast  that  if  you  leave  a 
1  long  or  short  and  they  call  you 
n  you  are  half  asleep,  you  can't 
effective.  I  don't  beheve  in  moon- 
i  trading. 

n  the  past,"  Bnitsche  goes  on, 
rency  trading  was  a  lot  simpler 
^  it  is  today.  During  the  period 
xed  exchange  rates  that  ended  in 
L,  you  could  look  at  the  pound 
nst  the  dollar  and  say  it's  good 
)ad  or  stronger  or  weaker.  You 
t  really  do  that  anymore  in  isola- 
You  also  have  to  ask:  How  is  a 
ency  doing  on  a  trade-weighted 
5?  The  pound  can  depreciate  by 
g  to  $1.80  and  yet  appreciate 
on  a  trade-weighted  basis."  (The 
e-weighted  measure  reflects  the 
ige  in  a  currency's  value  against 
Nation's  major  trading  partners' 
bncies. ) 

pe  game  has  gotten  so  uncertain 
}j  fixed  rates  ended,  says  Bnitsche, 
even  the  Swiss  banks  no  longer 
sizable  foreign  currency  trading 
ions.  The  fundamentals  can  still 
^ou  a  currency  is  under-  or  over- 
d  in  terms  of  rates  of  inflation, 
ice  of  payments,  and  so  on.  "But 
can't  tell  you  the  timing  you  need 
spond  to  it.  You  need  experience 
1  lot  of  gut  feel." 

»e  trouble  is  that  the  foreign  re- 
is  of  most  countries  are  relatively 
these  days— even  Britain's  runs 
about  $6  biUibn— and  inflation 
nade  a  billion  a  not  too  powerful 
in  an  avalanche  of  selling.  "A- 
i-billion-pound  order  can  send 
oimd  reeling,"  Bnitsche  says.  So 
>lls  his   cUents   not  to   guess   at 


Did  insiders  trade 
your  stocl£  last  i¥eel(  • 

Each  week  direct  from  the  SEC  over  400  significant  insider 
purchases  and  sales  and  sales  of  Rule  144  Letter  Stock,  all  an^anged 
alphabetically. 

Only  in  the  Commercial  and  Financial  Chronicle,  the  weekly 
newspaper  published  for  Wall  Street  since  1 839. 

And  you  get  the  news  while  it  is  still  news.  If  a  transaction  is  filed 
Wednesday,  you  can  see  it  in  Insider  Trading  by  the  following 
Monday.  That's  five  weeks  ahead  of  SEC  publications. 

This  week,  every  treele,  oniy  in  The  Chronieie! 

Financial  News  Digest.  A  fast  reading  compendium  of  news  vital  to  investors.  Five 
pages  each  week  of  clearly  condensed  financial  news  stories  selected  from  important 
publications— from  Business  Week  and  Fortune  to  Newsweek  and  The  Economist. 

Market  Letters  Digest.  Three  pages  each  week  of  highlights  from  cun-ent  issues  of 
the  most  respected  market  letters,  advisory  services  and  t)anking  reports. 

Plus.  Eliot  Janewfiy.  Feature  stories  on  events  and  companies.  Our  complete  New 
Issue  Calendar.  CBOE  and  AMEX  option  coverage.  Securities  In  Registration  listing. 
And  a  thoughtful  opinion  article  by  a  leader  in  the  financial  community. 

Try  the  next  10  issues  for  $6.  (Please  type  or  print  coupon  below  or  send  business  card.) 
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D  $6  enclosed 

D  Bill  me 

D  52  issues  $47. 

QNE-F1 


QUARTERLY  DIVIDENDS  SINCE  1935 

NAnONAL 
DISnUERS 
sCHEMICAL 
CORPORAnON 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  35(  per  share 
on  the  outstanding  Common  Stocl<, 

Rayable  on  June  2,    1976  to  stocl<- 
olders  of  record  on  May  10,  1976. 
The  transfer  books  will  not  close. 

April  22. 1976 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


88 


DIVISIONS:  U.S.  INDUSTRIAL  CHEMICALS  CO. 
NATIONAL  DISTILLERS  PRODUCTS  CO. 
BRIDGEPORT  BRASS  CO. 
ALMAo£n  VINEYARDS.  INC. 
BEACON  MANUFACTURING  COMPANY 


CENTRAL  AND  SOUTH  WEST 
CORPORATION 


M 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  15,  1976, 
declared  a  regular  quarterly  divi- 
dend of  thirty  cents  (30^)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend  is  pay- 
able May  28,  1976,  to  stockholders 
of  record  April  30,  1976. 

LeROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 
Wilmington,  Delaware  19899 
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283rd  common  DIVmEND 


A  regular  dividend  of  Seventy  Cents  (700  per  share 

has  been  declared  upon  the  Common  Stock  of  American  Brands,  Inc., 

payable  in  cash  on  June  1, 1976,  to  stockholders  of  record 

at  the  close  of  business  May  10, 1976.  Checks  will  be  mailed. 

C.  A.  Mehos,  Vice  President— Finance 
April  27, 197  6 

GALLAHER   LIMITED 


Jamrs  Jlp.  Jlpeaoi  |)isiilling  H^o. 

Master  Lock  Company 


/A/C- 


@  Wilson  Jones 
Sunsi^ine  Biscuits,  mc 

4feS€B/UGHTING  CORPORATION 


VISIBLE       RECORDS.  INC. 


OUFFY-MOTT   COMPANY,  INC. 

The  Andrew  Jergens  Company 


W.  R.  (C6!@V)  &  Sons  Cudery 

AMERICAN  BRANDS,  INC.  245  PARK  AVENUE.  NEW  YORK,  N  Y    1001  7 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

ROWE  PRICE  " 
NEW  INCOME 
FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 
income  consistent  with  preservation  of  principal— not 
just  for  today,  but  for  the  future  as  well    • 
No  Sales  Chargo.  Write  or  call  collect  for  a  prospectus  301  -547-21 36 

Rowe  Price  New  Income  Fund.  Inc 
100  East  Pratt  Street,  Dept  A6 
Baltimore,  fvlaryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address. 

City 


.State. 


-Zip. 


Money  And  Investments 


short-term  movements,  and  gives  1 
own  traders  free  rein  to  react. 

Because  many  countries  no  long 
have  the  reserves  to  support  thi 
currencies  as  they  did  up  un 
1971,  Brutsche  predicts  that  the  su 
den  jolts  in  the  currency  markets 
the  past  few  years  will  continue.  T 
currency  snake,  whereby  participai 
promise  to  maintain  their  curren 
rates  within  certain  limits,  will  d 
and  free-floating  rates  will  replace 
Brutsche  concedes  that  a  seri 
of  beggar-thy-neighbor  devaluatio 
could  destroy  the  Western  World,  b 
he  doesn't  expect  it  to  happen.  "E 
erything  is  possible  at  the  momen 
he  says,  "But  I'm  optimistic.  The  nc 
system  will  not  be  any  more  chao 
than  the  old.  People  will  want  to  si 
vive  and  will  start  acting  rationa 
again.  The  world  is  governed  by  coi 
promise  these  days." 

Strong  Dollar 

In  the  year  ahead,  Brutsche  < 
pects  the  dollar  to  do  much  better 
relation  to  other  currencies.  True, 
the  U.S.  economy  picks  up,  so  \* 
imports;  the  U.S.  balance  of  paymei 
will  go  into  deficit  and  the  rate 
inflation  will  pick  up.  Under  norn 
circumstances  that  would  weaken  t 
dollar.  But  other  currencies,  with  t 
exception  of  the  deutsche  mark  a 
the  Swiss  franc  should  do  even  wor 
so  the  dollar  will  do  better  relative 

"The    money   markets    in    Europ, 
says  Brutsche,  "by  and  large  are  m»| 
complex  than  the  U.S.  market.  Sn 
markets   are   more   difficult  to  iind, 
stand  than  large  markets  because  c 
side  factors  are  so  important.  A  coi 
try    like    Belgium   has    to    change 
strategy  every  few  months  to  survi 
The   U.S.   economy  and  money  n 
kets  are  so  big  that  outside  influen 
have  little  effect." 

Brutsche  has  done  such  a  good 
dealing    with    all    these    complexij 
that  Citicorp  is  now  bringing  hina 
New  York.  His  prime  tasks  will  b« 
manage  Citicorp's  New  York  forfS 
exchange  operations,   counsel  con^ 
nies   in    their   currency    managcm 
and  oversee  domestic   money  ina.i 
dealings.  A  senior  executive  at  3S 
probably   commands   a   salary   c' 
wards  of  $100,000  a  year.   Unti' 
cently  youth  and  affluence  rarely  v 
together    in    banking,    but    Brul 
belongs  to  a  new  breed  in  a  biu' 
where  it's  no  longer  enough  to 
gone  to  the  right  schools  and  to 
the  right  people.   ■ 
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Readers  Say 


(Continued  from  page  34) 

is  safety.  The  promise  of  drill  ships  is 
there  and  is  real.  We  have  an  especial- 
ly large  backlog  of  drilling  business. 

-R.F.  Bauer 

Chairman, 

Global  Marine  Inc. 

Los  Angeles,  Calif. 

Postal  Decisions 

Sir:  Re  your  editorial  on  the  Postal 
Service  (Apr.  15).  Certainly  we 
should  have  cluster  boxes.  Of  course 
we  should  have  closed,  years  ago,  the 
smaller  post  offices.  But  I'll  guarantee 
you  that  if  Saturday  mail  delivery  is 
snded,  it  will  simultaneously  end  the 
terms  of  at  least  300  members  of  Con- 
gress. Perhaps,  though,  that  part 
wouldn't  be  that  bad. 

— G.  Morton 
Palatine,  111. 

Sir:  The  decisions  were  not  easy 
Dnes  to  make,  but  we  felt  they  were 
absolutely  necessary. 

—Benjamin  Bailar 

The  Postmaster  General, 

U.S.  Postal  Service 

Washington,  D.C. 

Not  A  Boo- Boo 

Sir:  Re  "Gargantuan  Boo-Boos" 
{Fact  <b  Comment,  Mar.  1) .  The  cat- 
alytic converter  did  not  add  "a  cou- 
ple of  hundred  dollars  per  auto"  to 
the  costs  of  automobiles.  The  average 
Jealer-cost  for  a  replacement  con- 
v^erter  is  $160;  the  original-equipment 
20st  would  be  considerably  less.  You 
:alk  about  the  converter  emitting  "a 
diflPerent  and  potentially  more  dead- 
y"  exhaust  than  those  it  neutralizes, 
rhe  E.P.A.  has  acknowledged  that  it 
iiad  overestimated  the  alleged  atmos- 
Aeric  buildup  of  harmful  sulfuric 
licid  and  no  longer  believes  that  the 
problem  is  urgent  enough  to  warrant 
I  federal  standard. 

—Milton  F.  Rosenthal 
President, 
Engelhard  Minerals  &  Chemicals 
New  York,  N.Y. 

>afer  Than  A  Bank? 

Sir:  In  your  Mar.  15  article  con- 
eming  the  IDS  "money  tree"  (the 
nvestors  Syndicate  Certificate),  you 
tate:  "A  bad  bargain  for  the  custom- 
?  Yes."  My  friends  and  I  wouldn't 
rade  the  certificates  for  any  of  your 
ovemment  paper  or  bank  certifi- 
ates.  The  certificates  paid  oflF  money 
cash  during  the  bank  hoUdays  in 
933  while  banks  were  going  broke, 
lancel  my  subscription. 

— C.  Marion  Greenwell 
Morganfield,  Ky. 


Our 

Annual  Report 

is  beautiful 

for  lots  of  reasons. 

Here  are  some  of  them... 


Here  are  others... 
*233,909,000...*19,148,000...^2.28 

Our  volume  for  1975  was  $233,909,000,  up  40  per  cent  over 
1974.  But  volume  is  only  one  part  of  the  story  told  in  our 
1975  annual  report.  Net  income  was  $19,148,000,  up  47 
per  cent.  And  earnings  per  common  share  were  $2.28, 
up  44  per  cent. 

For  a  copy  of  our  1975  annual  report,  write  to  Department 
FB,  Franklin  Mint  Corporation,  Franklin  Center,  Pennsylvania 
19091. 


Franklin  Mint  Corporation 


WEWANTTO 
WIPE  OUT 
CANCB? 
IN  YOUR 
UFETIME 

AMERICAN  CANCER  SOCIETY 


IF  YOU  OWN 

SeOTeH  WHISKY 

AND  WANT  TO  SELL 

WE  ARE  BUYERS  •  FREE  APPRAISAL 
For  your  Free  Appraisal  WRITE  giving 
quantity,  age,  type,  distillery  and  name. 
You  will  receive  a  prompt  written  reply. 

M.  NEWBALL,  Dept.  F65, 
NEWMAR  TRADING  CORP. 
342  Madison  Avenue,  N.Y.  10017 
212/682-3383 
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DIVISION     16 

Agency:  Campbell-Mithun,  Inc. 

D  ALCO  STANDARD  CORPORATION    252 

Agency:  Carr    Liggett    Advertising,    Inc. 

;;;:  ALEXANDER  &  ALEXANDER  INC. 143 

Agency:  The  C.T.  Clyne  Co.,  Inc. 

ALLEGHENY  LUDLUM 

INDUSTRIES.  INC 135 

Agency:   VanSant,    Dugdale   &  Co.,    Inc. 

n  ALLIED  CHEMICAL  CORP.    175 

Agency:   Lubliner/Saltz  Inc. 

AMERICAN   BRANDS,   INC 268 

Agency:    BBDO,  Inc. 

a  AMERICAN   ENTERPRISE  INSTITUTE.    106 

Agency:  Wagner  &  Baroody,  Inc. 

AMERICAN   GAS  ASSOCIATION,    INC.   177 

Agency:  J.   Walter   Thompson   Company 

O  AMERICAN  MEDICAL  INTERNATIONAL 

INC 91 

Agency:  Smith  &  Hemmings 

:;;:  AMERICAN  TELEPHONE  & 

TELEGRAPH  CO. 67  &  110 

Agency:   N.W.    Ayer    ABH     International 

ASARCO  INCORPORATED 181 

Agency:  The  C.T.  Clyne  Co.,  Inc. 

ATLANTA   HILTON   HOTEL    34 

Agency:   Liller  Neal  Battle  &  Lindsey 
Inc. 

ATLANTIC  RICHFIELD  COMPANY    13 

Agency:   Needham,  Harper  &  Steers 
Advertising,  Inc. 
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Agency:  Fuller  &  Smith  &  Ross  Inc. 

D  AVON  PRODUCTS,  INC 170-171 

Agency:   Ogiivy  &  Mather  Inc. 
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Agency:  Ammirati  Puris  AvRutick  Inc. 

i/f  BANK  OF  NEW  SOUTH  WALES    114 

Agency:   George   Patterson   Pty.   Limited 

THE  JAMES  B.  BEAM  DISTILUNG  CO.   54 
Agency:   Lee  King  &  Partners,  Inc. 

i/f  BEATRICE  FOODS  CO 184 

Agency:   Doremus  &  Company 

-•;?  BELL  &  HOWELL 35 

Agency:    Hanson,  Fassler,  Kolody,  Inc. 

BERGSTROM  PAPER  COMPANY  163 

Agency:   Post  Keyes  Gardner  Inc. 

D  BETHLEHEM  STEEL  CORPORATION  2 

Agency:   Van  Brunt  &  Company 

BILTMORE    HOTEL     28 

Agency:   IMS  Media  Inc. 

D  BOISE    CASCADE    CORPORATION       18-19 

Agency:    Dancer  Fitzgerald  Sample,  Inc. 

n  BRADLEY    AUTOMOTIVE     118 

Agency:   Colle  &  McVoy  Advertising 
Agency,  Inc. 

i/f  BROWARD    INDUSTRIAL    BOARD     80 

Agency:   Cameron/Friedlander,  Inc. 

i/f  BUTLER   MFG.   CO 115 

Agency:  Valentine-Radford,  Inc. 

CANADIAN   IMPERIAL 

BANK  OF  COMMERCE 133 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

r     CELESTRON    PACIFIC  103 

Agency:    Baytron 

CENTRAL  AND  SOUTH 

WEST  CORPORATION    267 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


CHEMICAL  BANK    42-43 

Agency:   Marsteller  Inc. 

CHRYSLER  MOTORS  CORPORATION  ..  121 

Agency:   Young  &  Rubicam 
International,  Inc. 

D  CHUBB  GROUP  OF 

INSURANCE  COMPANIES 227 

Agency:   Muller  Jordan  Herrick  Inc. 

D  CLARK  EQUIPMENT  COMPANY    .  .  .    94-95 

Agency:   Marsteller  Inc.      , 

COCA-COLA  USA 40 

Agency:   McCann-Erickson,  Inc. 

D  COLT  INDUSTRIES  INC 122-123 

Agency:   Marsteller  Inc. 

THE  COMMERCIAL  AND 

FINANCIAL  CHRONICLE   267 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

r:  COMMONWEALTH   OF  PUERTO  RICO 
ECONOMIC  DEVELOPMENT 

ADMINISTRATION     33 

Agency:   Ogiivy  &  Mather  Inc. 

i,'f  COMPUTER    CAPITAL    CORPORATION   100 

Agency:  The  Paramount  Agency 
Advertising 

n  CONTAINER  CORPORATION  OF 

AMERICA 157 

Agency:  The  Media  Bureau 

International  Incorporated 

;;;=  CRANE  CO 224 

Agency:   Doremus  Uptown 

CRUM   &  FORSTER 

INSURANCE  COMPANIES    155 

Agency:   Benton  &  Bowles,  Inc. 

:;;:  DATA  GENERAL  CORPORATION    1 

Agency:   Scali,  McCabe,  Stoves,  Inc. 

D  DAYCO  CORPORATION    235 

Agency:  Keeves  Advertising,  Inc. 

D  DEAN  WITTER  &  CO 57 

Agency:   Hoefer,  Dieterich  &  Brown, 
Inc. 

DE   BEERS  CONSOLIDATED 

MINES,  LTD 158-159 

Agency:   N.W.  Ayer  ABH  International 

D  JOHN   DEERE    169 

Agency:    Deere   &   Company   Advertising 

D  DENNY'S   INC.    131 

Agency:   David  Crawley  Ltd. 

D  EASTMAN    KODAK   COMPANY  17 

Agency:    Rumrill-Hoyt,  Inc. 

D  EATON  CORPORATION    21 

Agency:  J.   Walter  Thompson   Company 

:;:  EMERY    AIR    FREIGHT    CORPORATION   51 

Agency:   Delia  Femina,  Travisano  & 
Partners  Inc. 

n  EMPIRE    DIAMOND    CORPORATION        265 

Agency:   Iwentieth  Century  Associates 

n  ENSERCH  CORPORATION 138 

FMC  CORPORATION  3rd  Cower 

Agency:   Dancer  Fitzgerald  Sample,  Inc. 

n  FEDERAL  OIL  &  GAS  LEASES,  INC.  260 

Agency:   Auld  Advertising,  Inc. 

FIDUCIARY  TRUST  COMPANY 

OF  NEW  YORK 160 

Agency:    Edwin  Bird  Wilson,  Inc. 

: :  THE  FIRST  NATIONAL  BANK 

OF    CHICAGO  192-193 

Agency:   Foote,  Cone  &  Belding 
Advertising,  Inc. 
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THE  CHASE   MANHATTAN   BANK 

Agency:    Doremus  &  Company 
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FOREIGN   CREDIT  INSURANCE 

ASSOCIATION    130 

Agency:   Van  Brunt  &  Company 

FORT  HOWARD  PAPER  COMPANY  96 

Agency:    Marsteller  Inc. 

FRANKLIN    MINT  CORPORATION  269 

Agency:   Kalish  &  Rice  Inc. 


D  FRUEHAUF   CORPORATION    24 

Agency:   Burton  Sohigian  Inc. 

THE  JOS.   GARNEAU  CO. 

(OLD  BUSHMILLS)     29 

Agency:    Dancer  Fitzgerald  Sample, 
Inc. 

'":  GENERAL  ELECTRIC 

CREDIT   CORPORATION     140 

Agency:    Riedl  Associates  Inc. 

GENERAL  MOTORS  CORPORATION 
CADILLAC  MOTOR  CAR  DIVISION    .93 

Agency:   D'Arcy-MacManus  &  Masius 
Advertising 

n  GENERAL  TELEPHONE  &  ELECTRONICS 

CORPORATION    153 

Agency:   Doyle  Dane  Bernbach  Inc. 

GENERAL  WINE  &  SPIRITS  CO. 

CHIVAS  REGAL 25 

Agency:   Doyle  Dane  Bernbach  Inc. 

GORDON'S  DRY  GIN  CO.,  LTD. 34 

Agency:  Grey  Advertising  Inc. 

:":  GOULD   INC 216-217 

Agency:   Marsteller  Inc. 

MEL  GRANT   265 

Agency:   Ben    Franklin   Advertising,    Inc. 

70-71 


GREYHOUND    PACKAGE    EXPRESS 

Agency:  Grey-North  Inc. 

GROW   CHEMICAL  CORPORATION 

Agency:    Kelly,  Nason  Incorporated 


61 
22 
27 


FRANK  B.  HALL  &  CO..  INC. 
Agency:   Doremus  &  Company 

HARNISCHFEGER  CORPORATION 

Agency:  Zigman-Joseph-Skeen 

HARRIS  COMMODITY  SYSTEMS    260 

Agency:   CRH  Advertising 

n  HERTZ   RENT  A  CAR  DIVISION, 

HERTZ  CORPORATION    84 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 

HILTON    HOTELS  CORPORATION    41 

Agency:    McCann-brlckson,  Inc. 

HONEYWELL  INFORMATION  SYSTEMS  44 

Agency:    BBDO,  Inc. 

:  :  HOSPITAL  CORPORATION  OF 

AMERICA 233 

Agency:   Holder-Kennedy  &  Co.,  Inc. 

■:,[-  HOUSING  BY  VOGUE  INTERNATIONAL    78 

n  HOUSTON   NATURAL  GAS 

CORPORATION    172 

Agency:   Kives,  Dyke  and  Company,  Inc. 

n  INA  CORPORATION    8-9 

Agency:   Geer,    DuBois    Inc.    Advertising 

D  lU    INTERNATIONAL    86 

Agency:   Marsteller  Inc. 

THE   INDUSTRIAL  DEVELOPMENT 

AUTHORITY   OF   IRELAND    105 

Agency:   St.  Vincent/Chew/Milone 
Advertising,  Inc. 

D  INGERSOLL-RAND   COMPANY  139 

Agency:    Marsteller  Inc. 

n  INTERNATIONAL  TELEPHONE  & 

TELEGRAPH    CORPORATION     237 

Agency:    Needham,  Harper  &  Steers, 
Inc. 

IRVING  TRUST  COMPANY  119 

Agency:   J.   Walter   Thompson    Company 

n  ITALIAN   FISHERMAN   FAMILY 

RESTAURANTS  86 

Agency:    Bourne  Marketing  Associates 


JET   FLEET   CORPORATION 


138 


JOHNSON   &  HIGGINS  239 

Agency:   Milton  Ackoff  and  James 
Gollin 

KANSAS  DEPARTMENT  OF 

ECONOMIC  DEVELOPMENT  20 

Agency:   Patterson    Advertising    Agency. 
Inc. 


270 


FORBES,   MAY   15,    1976 


LARK  CIGARETTES    36 

Agency:   Norman,  Craig  &  Kummel  Inc. 
Advertising 

LIGGETT  GROUP 68-69 

Agency:  Berger    Stone    &    Ratner,    Inc. 
Advertising 

D    MAPCO  INC   90 

Agency:  Creswell    Munsell    Schubert    & 
Zirbel  Inc. 

THE  MARLEY  COMPANY 229 

Agency:  The  Foxridge  Agency 

D  MARSH  &  Mclennan  companies, 

INC 167 

Agency:  J.  Walter  Thompson   Company 

D    MARSHALL  AND  STEVENS, 

INCORPORATED   63 

Agency:  Weinberg  Advertising 
Company 

D   MASCO   CORPORATION    257 

Agency:  G&D  Communications 
Corporation 

MERCEDES-BENZ  OF 

NORTH  AMERICA,   INC 55 

Agency:  Ogiivy  &  Mather  Inc. 

:^;<    METROPOLITAN   LIFE  INSURANCE 

COMPANY   149 

Agency:  Young  &  Rubicam 
International  Inc. 

D    MIAMI    LAKES  INN  & 

COUNTRY   CLUB    265 

Agency:  Samuel  B.  Crispin  & 
Associates,  Inc. 

i'f    MID-AMERICA,    INC 66 

Agency:   McCormick-Armstrong 
Advertising  Agency 

D    MONSANTO   COMPANY.    INC 129 

Agency:  Advertising  & 

Promotion  Services 

O    MULTIBANCO    COMERMEX     260 

Agency:  The  Sanders  Co.  Advertising 
Inc. 

-;;'    MUZAK    CORPORATION     63 

NCR  CORPORATION    26 

Agency:   KIrcher,   Helton   &  Collett,   Inc. 

NATIONAL  DISTILLERS  AND 

CHEMICAL    CORPORATION     267 

Agency:   Doremus  &  Company 

THE  NATIONAL 

GYPSUM  COMPANY    164-165 

Agency:   Fuller  &  Smith  &  Ross  Inc. 

NEWMAR   TRADING    CORP 269 

Agency;   Superset  Advertising  Co. 

;;:  NissHO-iwAi  American 

CORPORATION    32 

Agency:   Cove  &  Cooper,  Inc. 

a    NORTHERN  NATURAL  GAS  COMPANY   117 

Agency:   Bozell  &  Jacobs,  Inc. 

D    NORTHERN  TELECOM    182-183 

Agency:  Creamer/FSR,  Inc. 

;;<    THE  NORTHERN  TRUST  BANK 151 

Agency:  piinton  E.  Frank,  Inc., 
Advertising 

-;;'    OKLAHOMA  GAS  AND  ELECTRIC 

COMPANY    74 

Agency:   Lowe  Runkle  Company 

-:'?    OMAHA  PUBLIC  POWER  DISTRICT  ...    56 

Agency:   Holland  Dreves  Reilly,  Inc. 

D   ORIGINAL  PRINT  COLLECTORS 

GROUP,   LTD 261 

Agency:   Leon  Auerbach  &  Co. 

OUTDOOR  LIFE    247 

;;=    OWENS-CORNING   FIBERGLAS   CORP.      72 

Agency:   Ogiivy  &  Mather  Inc. 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY)    107 

Agency:   E.T.  Howard  Company,  Inc. 

PAN  AMERICAN  WORLD 

AIRWAYS   INC.    89 

Agency:  Carl  Ally  Inc.,  Advertising 

FORBES,   MAY   15,    1976 


>;;-    PAPERWEIGHTS,    INC    265 

Agency:   Brend  Advertising  Associates 

D   THE  PARKER  PEN  COMPANY   58 

Agency:  J.  Walter  Thompson   Company 

;;=    PATENTS  INTERNATIONAL 

AFFIUATES,   LTD.    103 

Agency:  Henderson  &  Roll,  Inc. 

i'f    PHILIPS  BUSINESS  SYSTEMS,  INC   .  .      7 
Agency:  Robert  D.  Schoenbrod,  Inc. 

i'f    PHILLIPS   PETROLEUM   COMPANY     30-31 
Agency:  Tracy-Locke  Advertising  and 
Public  Relations,  Inc. 

D   POSTAL  THRIFT  LOANS.  INC 100 

Agency:  John  D.  Morgan,  Inc./ 
Advertising 

ROWE   PRICE   NEW   INCOME   FUND     268 

Agency:  VanSant,    Dugdale   &   Co.,    Inc. 

D    RCA  CORPORATION    23 

Agency:  J.  Walter  Thompson   Company 

REYNOLDS  METALS  COMPANY 127 

Agency:  Clinton  E.  Frank,  Inc., 
Advertising 

-;;<    RHODE  ISLAND   DEPARTMENT  OF 

ECONOMIC  DEVELOPMENT    87 

Agency:   Horton,  Church  &  Goff,  Inc. 

D    ROCKWELL    INTERNATIONAL    81 

Agency:  Campbell-Ewald  Company 

D    RUAN   LEASING  COMPANY    100 

Agency:   Fultz,  LaCasse  &  Greenlee,  Inc. 

i.'f    ST.   LOUIS-SAN   FRANCISCO 

RAILWAY  CO 62 

Agency:   Batz  Hodgson  Neuwoehner, 
Inc. 

ST.  REGIS  PAPER  COMPANY 82-83 

Agency:  Cunningham  &  Walsh  Inc. 

:;<    SALT  RIVER  PROJECT    136 

Agency:   Bozell  &  Jacobs,  Inc. 

D    SAMSONITE    CORPORATION     50 

Agency:  J.   Walter  Thompson   Company 

-]'?    SANTA  FE  INDUSTRIES,   INC 147 

Agency:  Advertising  Direction,  Inc. 

THE  SHERATON  CORPORATION    137 

Agency:   BBDO,  Inc. 

THE  SHERWIN-WILLIAMS  COMPANY       98 

Agency:  The  Marschalk  Co.,  Inc. 

a   SPERRY  RAND  CORPORATION  Back  Cover 

Agency:  Young  &  Rubicam 
International  Inc. 

D    STAUFFER  CHEMICAL  COMPANY    113 

Agency:   Bozell  &  Jacobs,  Inc. 

SUNBEAM   CORPORATION    59 

Agency:   Foote,  Cone  &  Balding 

D   SWISSAIR    5 

Agency:  Waring  &  La  Rosa,  Inc. 

>;;<  SWISS  bank  corporation  79 

Agency:   LeDoux,  Tintle  and  Kramer, 
Inc. 

D   SYNALLOY    CORPORATION     126 

Agency:  Woolf,  Doughty  Inc. 

-::■    i-M  COMPANY 

DUPLICATING   PRODUCTS    101 

Agency:   D'Arcy-MacManus  &  Masius 
Advertising 

-][-    3-M   COMPANY 

MICROFILM   PRODUCTS    65 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 

-:;~    TENNESSEE   INDUSTRIAL 

DEVELOPMENT  DIVISION    15 

Agency:   Bill  Hudson  &  Associates,  Inc. 

TEXTRON  INC Ill 

Agency:  J.   Walter  Thompson   Company 

TIME  INTERNATIONAL    243 

UNION  CAMP  CORPORATION    124 

Agency:   Sherwood  &  James 
Advertising,  Inc. 

UNITED  TELECOM   6 

Agency:   Brewer  Advertising  Inc. 


D    UTAH  POWER  &  UGHT  CO. 255 

Agency:   David  W.  Evans,  Inc. 

THE  VALUE  LINE 

CONVERTIBLE  SURVEY 261 

Agency:  The  Vanderbllt  Advertising 
Agency,  Inc. 

THE  VALUE  LINE 

INVESTMENT  SURVEY    266 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 

:;-    VIRGINIA  DIVISION  OF  INDUSTRIAL 

DEVELOPMENT 90 

Agency:  Webb  &  Athey,  Inc. 

VOLVO  OF  AMERICA  CORP 11 

Agency:   Scali,  McCabe,  Sloves,  Inc. 

WARBURG  PARIBAS  BECKER  INC.   ...  126 

Agency:   Doremus  &  Company 

WHITE  WELD  &  CO.,  INC 241 

Agency:   Doremus  &  Company 

D   THE  WILLIAMS  COMPANIES    231 

Agency:  Stephenson  Advertising 
Agency,  Inc. 

D    MAX  WILSON,  INC 114 

Agency:     Chaparral  Advertising  Agency 

WYLAIN    179 

Agency:  Wm.  A.  Solemene  &  Associates 

XEROX  CORPORATION 144-145 

Agency:   Needham,  Harper  &  Steers, 
Inc. 

D    YOUNG  RADIATOR  COMPANY 86 

Agency:   Bozell  &  Jacobs,  Inc. 

CONNECTICUT  SECTION 

AETNA  LIFE  &  CASUALTY Conn-32 

Agency:   D'Arcy-MacManus  &  Masius 
Advertising 

D    BANGOR   PUNTA   CORPORATION   Conn-30 
Agency:   Hill  and  Knowlton,  Inc. 

D    BARNES  GROUP  INC.    Conn-19 

Agency:   Marsteller  Inc. 

BOWATER    INCORPORATED    Conn-15 

Agency:  Communication  Corporation 

D    BRIDGEPORT    BRASS    COMPANY    Conn-12 

Agency:   Humbert  &  Jones,  Inc. 

;;-    CONNECTICUT  DEPARTMENT  OF 

COMMERCE Conn-13 

Agency:   Lowengard  &  Brotherhood 

CONNECTICUT  GENERAL 

INSURANCE Conn-27 

Agency:  Cunningham  &  Walsh  Inc. 

FARREL    Conn-25 

Agency:   Ingalls  Associates,  Inc. 

>][-    GENERAL  CABLE 

CORPORATION    Conn-20 

Agency:   Hicks  &  Greist,  Incorporated 

D   HEUBLEIN,  INC Conn-16  &  17 

=;;=    INSILCO  CORPORATION    Conn-3 

Agency:  Wilson,    Height   &   Welch,    Inc. 

-)'f    IROQUOIS  BRANDS  LI  O Conn-21 

i'?    LONE  STAR  INDUSTRIES Conn-5 

Agency:  J.   Walter  Thompson   Company 

=:;=    OLIN  CORP.    Conn-8  &  9 

Agency:   Doyle  Dane  Bernbach  Inc. 

-;:-    ALBERT  D.  PHELPS  INC Conn-4 

Agency:   Martin  S.  Wiener  Co.,  Inc. 

D    RICHARDSON-MERRELL    INC.       .    Conn-29 

Agency:   Corpcom  Services,  Inc. 

D   THE  STANLEY  WORKS    Conn-23 

Agency:   Humphrey  Browning 
MacDougall,  Inc. 

D    U.S.  TOBACCO  COMPANY    Conn-31 

Agency:   Babco  Associates  Advertising 

D    UNIROYAL,  INC Conn-11 

Agency:  Ogiivy  &  Mather  Inc. 

UNITED  TECHNOLOGIES 

CORPORATION    Conn-7 

Agency:   Marsteller  Inc. 
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-|-I  I    ,  on  the 

I  n oughts . . .  Business  of  Life 


Memory  is  the  treasury  and 
guardian  of  all  things. 
Cicero 


There  is  no  man  so  friendless 
but  what  he  can  find 
a  friend  sincere  enough  to 
tell  him  disagreeable  truths. 
Edward  Bulwer-Lytton 


There's  hope  a  great  man's  memory 
may  outlive  his  life  half  a  year. 
Shakespeare 


Friendship  improves  happiness, 
and  abates  misery,  by  doubling 
our  joy,  and  dividing  our  grief. 
Joseph  Addison 


Be  a  friend  to  yourself, 
and  others  will. 
Scottish  Proverb 


The  wise  man  will  want  to  be 
ever  with  him  who  is  better 
than  himself. 
Plato 


True  affection  is  a  body  of  enigmas, 
mysteries  and  riddles,  wherein 
two  so  become  one  that 
they  both  become  two. 
Thomas  Browne 


One  can  endure  sorrow  alone, 
but  it  takes  two  to  be  glad. 
Elbert  Hubbard 


Nothing  hurts  more  than 
the  friendly  letter  that  one 
never  got  around  to  writing, 
Brendan  Francis 


No  one  really  understands   the  grief 
or  joy  of  another.  We  always 
imagine  that  we  are  approaching 
some   other,   but   our   lines   of  travel 
are  actually  parallel. 
Franz  Schubert 


He  is  our  friend  who  loves  more 
than  admires  us,  and  would  aid 
us  in  our  great  work. 
William  Ellery  Channing 


If  a  man  does  not  make  new 

acquaintance  as  he  advances 

through  life,  he  will  soon 

find  himself  left  alone. 

A  man,  sir,  should  keep 

his  friendship  in  constant  repair. 

Samuel  Johnson 


I  am  of  a  sect  by  myself, 
as  far  as  I  know. 
Thomas  Jefferson 


The  way  to  make  a  true  friend 
is  to  be  one.  Friervdship  implies 
loyalty,  esteem,  cordiality, 
sympathy,  affection,  readiness 
to  aid,  to  help,  to  stick, 
to  fight  for,  if  need  be. 
The  real  friend  is  he  or  she 
who  can  share  all  our  sorrows 
and  double  all  our  joys. 
Radiate  friendship  and 
it  will  return  sevenfold. 
B.C.  Forbes 


The  best  thing  to  give  your  enemy 
is  forgiveness;  to  an  opponent, 
tolerance;  to  a  friend,  your  heart. 
Arthur  Balfour 


Talk  not  of  wasted  affection; 
affection  never  was  wasted. 
Henry  Wadsworth  Longfellow 


Consult  your  friend  on  all  things, 

especially  on  those  which  respect 

yourself.  His  counsel  may  then 

be  useful  where   your  own   self-love 

might  impair  your  judgment. 

Seneca 


The  key  to  friendship  is  to 

not  make  any  unreasonable  demands. 

Arnold  Clasow 


The  only  way  to  have  a  friend 

is  to  be  one. 

Ralph  Waldo  Emerson 


A  crowd  is  not  company,  and 

faces   are  but  a   gallery  of  pictures. 

Francis  Bacon 


Every  friend  should  be  permitted 
to  have  at  least  three  fool  ideas 
without  question  or  hindrance. 
William  Feather 


Executive  Gift  Suggestions:  Ox)er 
3,000  "Thoughts"  now  available  in 
S74-page  book  at  $9.95.  Also  Fact 
and  Comment— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Mrs.  Virfjil  Stinpel,  Texas 
City,  Tex.  What's  your  tavorite  text?  The 
Forbes  Scrapbook  of  ThouRhts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


But   let   every    man    prove    his   own 
work,  and  then  shall  he  have  rejoic- 
ing   in    himself    alone,    and    not    in 
another. 
Galatians  6:4 
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VIDEODISCS 


The  Dawn  of  Program -Your- Own  TV 


Mercury  Marquis 

Length  229  0"  Weight  4704  lb 

Engine  460  CID 


29  reasons  wKy  a  Mercury  Mirquis 

was  judged  superior  overall 
to  an  Olds  98and  a  BuickElectra. 

Based  on  tests  you  can  do  yourself, 
37out  of  50  car  owners  picked  a  Marquis  over  a  Buick,40outof  SOoweranOlds. 

Last  fall,  Nationwide  Consumer  Testing 

Institute  formed  a  panel  of  100  randomly 
^^IF  selected  men  from  the  Los  Angeles  area- 
all  owners  of  standard-size  cars— and  asked  them 
tocomparea  1976  Mercury 
Marquis  Brougham  with 
76  models  of  its  leading 
competitors,  Buick  Electra 
225  or  Olds  98  LS. 

This  was  a  thorough 
comparison.  Each  car 
owner  faced  a  battery  of  29 
specific  tests.  Each  drove 
and  rode  3.5  miles  in  total 
over  various  road  surfaces. 
Each  performed  inspec- 
tions inside  and  out. 

They  judged  each 
car's  styling.  Front,  rear 
and  sides.  They  studied 

instrument  panels,  door  trim  and  seating.  In  every 
test  of  styling,  they  judged  Marquis  superior 

They  slammed  doors  and  noted  the  sound. 
In  this  traditional  test  of  solidness,  an  overwhelming 
majority  judged  Marquis  more  solidly  built. 

They  operated  window  controls,  door 

handles  and  locks,  interior  lights  and  the 

parking  brake.  They  loaded  the  trunk  with 

luggage.  In  tests  like  these,  they  found  more 
convenience  built  into  Marquis. 

They  drove  and  rode  in  the  cars  to  evaluate 
smoothness,  quietness,  cornering  ability  and 
control.  In  all  tests  of  handling  and  driving  comfort. 
Marquis  won  hands  down.  Based  on  all  these  tests, 
they  rated  Marquis  superior  overall. 

Make  your  own  test.  Discover  for  yourself 
why  Mercury  Marquis  is  everything  the  test 
results  say  it  is.  Test  any  car  against  the 
76  Mercury  Marquis.  Buy  or  lease 
one  at  The  Sign  of  the  Cat 


Buick  Electra  225 

Length  233.4"   Weight  4788  lb 

Engine  455  CID 


Olds  98  LS 

Length  232  2'  Weight  4786  lb 

Engine  455CID 


Test  Program 

Number  Preferring 
Marquis        Buick 

Number 
Marquis 

Preferring 
Olds 

Styling  Features 

1.  Overall  styling 

38 

12 

38 

12 

2.  Front  end  styling 

36 

14 

32 

18 

3.  Side  view  styling 

33 

17 

31 

19 

4.  Rear  end  styling 

28 

22 

33 

17 

5.  Interior  styling 

37 

13 

44 

6 

Ride 

6.  Riding  comfort 

34 

16 

37 

13 

7.  Handwriting  on  rough  road 

31 

19 

31 

19 

8.  Quietness 

40 

10 

43 

7 

Handling 

9.  Overall  driving  ease 

32 

18 

33 

17 

10.  Cornering  ability 

31 

19 

33 

17 

11.  Right  front  visibility 

34 

16 

35 

15 

12.  Parking  brake 

39 

11 

43 

7 

13  Windshield  washer 

34 

16 

36 

14 

Quality  features 

14.  Solidly  built 

47 

3 

46 

4 

15.  Carpeting  thickness/softness 

45 

5 

41 

9 

16.  Headliner  padding 

33 

17 

35 

15 

17.  Sun  visor 

34 

16 

39 

11 

18  Stereo  performance 

40 

10 

45 

5 

Convenience 

19.  Spacious/convenient  trunk 

39 

11 

38 

12 

20.  Tilt  steering  wheel  operation 

19 

31 

28 

22 

21  Glove  compartment  capacity 

47 

3 

47 

3 

22.  Rear  window  convenience 

45 

5 

50 

0 

23.  Door  handle  operation 

44 

6 

44 

6 

24.  Comfort/practical  front 

center  arm  rests 

34 

16 

41 

9 

25.  Ash  tray  accessibility 

36 

14 

42 

8 

26  Assist  straps  convenience 

28 

22 

40 

10 

27  Key  design 

44 

6 

46 

4 

28.  Window/door  lock  operation 

37 

13 

37 

13 

29  Interior  lighting 

47 

3 

48 

2 

Superior  overall 

37 

13 

40 

10 

For  a  detailed  test  report,  write  Na 

tionwide  Consumer 

Testing 

Institute. 

Grand  Central  Station.  PO  Box  323 

7.  New  York 

New  York  10017. 

Mercury  Marquis  Brougham 

With  opt  WSW  tires, 
protective  bodyside  molding 
and  bumper  protection  group 


MERCURY  MARQUIS 


LINCOLN-MERCURY  DIVISION 


An  Easy  Way  to  Change  Jobs 

'  This  system  is  simple,  straight  forward  and  quick — but  it  worlds. 
Do  it  right  and  you  can  have  the  highest  earnings  of  your  career!' 


I've  got  something  that  can  help  you 
earn  a  great  new  living  and  perhaps 
even  make  you  rich! 

Now,  I  know  this  seems  hard  to  be- 
lieve, but  I  can  also  proi^e  it  to  you! 

I  say  this  because  I've  got  letters  from 
thousands  of  satisfied  customers,  .  .  . 
and  a  product  which  has  been  praised 
by  150  leading  media! 

What's  more,  at  $10,  it's  an  incredible 
bargain,  and  I'll  even  give  it  to  you 
without  asking  you  to  risk  one  penny! 

However,  first  let  me  tell  you  what  I 
have. 

I've  got  a  copyrighted  job  changing 
system  that  you  can  use  to  move  up  in 
your  field,  or  out  to  another  field,  but 
at  significantly  higher  earnings. 

It  took  myself  and  five  other  profes- 
sionals two  years  and  $250,000  to  de- 
velop—touf  it  works! 

Furthermore,  it  doesn't  require  "gen- 
ius" and  it  doesn't  require  "luck."  All 
you  have  to  do  is  put  it  into  action. 

The  reason  we  developed  it  was  be- 
cause with  85  million  employed,  and  18 
I  million  circulating  resumes  each  year, 
Ithis  area  was  ready  for  some  revolu- 
I  tionary  ideas. 

We    knew    more   people   than   ever 

1  owned  prestige  cars  &  yachts,  summer 

homes   and    international    retreats,   as 

well  as  having  securities,  real  estate 

holdings  and  lots  of  cash  in  the  bank. 

In  short,  many  people  in  the  U.S.  are 
living  good  lives! 

At  the  same  time,  however,  the  great 
majority  have  no  excess  cash,  little  job 
security,  and  are  frequently  restless, 
bored  with  their  jobs,  commuting  long 
hours,  and  harrassed  by  inflation! 

We  asked  ourselves  how  do  people 
get  to  live  the  "good  life"? 

Well,  we  found  that  most  successful 
people  were  there  because  they  never 
wasted  time  in  dead-end  situations! 

What  these  people  did  was  to  make 
crucial  job  changes,  and  parlay  their 
higher  earnings  into  small  fortunes! 

Take  a  look  at  the  economics! 

Do  you  realize  that  if  you  were  to 
change  jobs  every  4  years,  at  an  aver- 
a-je  annual  increase  of  $4,000,  and  then 
t  .1  the  increases  in  the  bank  at  6%,— 
H  ui  in  20  years  you'd  accumulate  an 
fc.     1  half  million  dollars! 

Getting  raises  is  one  thing,  but  get- 
ting  significant  increases  because  of 


job  changes  is  a  very  important  source 
for  wealth! 

The  next  question  then,  is  how  can  you 
easily  change  jobs?  This  is  where  the 
unique  system  we've  developed  fits  in. 

Our  system  can  work  for  anyone 
from  $8,000  to  $80,000.  Do  it  right  and 
you'll  gain  higher  earnings,  lifelong  job 
security,  but  most  of  all,  everlasting 
self  confidence! 

This  is  because  once  you've  used  it, 
you'll  know  you  can  always  get  a  new 
job,— quickly  and  predictably. 

Perhaps  you're  wondering  why  our 
system  works?  Well,  it  works  because 
it's  a  completely  different  approach, 
based  on  totally  new  concepts. 

But,  also  because  it's  simple,  prac- 
tical, and  self-tailoring.  You  could  start 
next  week— and  do  it  without  strain, 
confusion  or  worry. 

But,  there  is  one  catch!  You  won't  be 
a  success  if  you  use  old  methods  for 
dealing  with  recruiters  &  agencies,  for 
answering  ads  &  sending  out  letters,  for 
handling  interviews  &  negotiating  salary. 

To  make  more  money  without  a 
hassle,  you'll  have  to  be  willing  to 
change.  You'll  also  have  to  follow  our 
system,  have  an  open  mind  &  have 
faith  in  yourself. 

However,  do  this  and  a  better  life 
will  be  yours! 

With  our  system,  whatever  you  seek 
—a  better  job,  a  new  career,  higher  pay, 
more  satisfaction,—/  believe  nothing 
can  stop  your  success! 

Not  age,  sex,  education,  or  even  low 
earnings  or  past  working  history. 

Personnel  Magazine  said  we  have  a 
"breakthrough." 

The  National  Public  Accountant  even 
said  it  was  "capable  of  catapulting  any 
average  person  into  a  position  offering 
much  greater  rewards." 

However,  your  best  proof  of  our  sys- 
tem is  that  we've  already  received  thou- 
sands of  letters  from  grateful  customers. 

Letters  like  one  from  a  gentleman  in 
California  who  wrote:  "In  4  weeks  I 
changed  jobs  and  raised  my  salary  33% ! 
I  wish  I  had  it  10  years  ago!" 

Another  man  from  New  York  said  "/ 
used  one  of  your  letters,  sent  24  out, 
and  got  13  interviews  and  3  job  offers!" 

Still  another  from  California  said  "In 
just  1 1  days  I  received  an  offer  of  $7,000 
more!" 


I  know  this  sounds  almost  too  easy 
and  I  can't  promise  that  you  will  do  as 
well.  But,  then  again  you  may  do  better! 

Even  the  largest  business  magazine 
in  the  U.S.,  Nation's  Business,  said  our 
materials  were  "incredibly  effective.',' 

Now,  if  you're  serious  about  wanting 
to  move  up,  then  I  know  that  our  system 
is  something  you've  got  to  have! 

In  fact,  I'm  so  convinced  that  you'll 
agree  that  it's  worth  hundreds  of  times 
the  cost,  that  I'll  make  sure  you  have 
nothing  to  lose. 

First  of  all,  when  your  order  arrives, 
we'll  ship  within  24  hours.  No  delays! 

Secondly,  you  can  examine  our  sys- 
tem for  10  days. 

Third,  if  at  the  end  of  that  time  you 
are  dissatisfied,  return  it,  &  I  personally 
guarantee  your  100%  refund  will  be 
mailed  in  3  working  days— with  no 
questions  asked! 

To  let  me  prove  everything  I've  said, 
and  to  take  advantage  of  this  nothing- 
to-lose  offer,  just  fill  in  and  mail  me  the 
coupon  below. 


Performance  Dynamics  Inc. 
Attn:  Mr.  Robert  Jameson,  President 
17  Grove  Avenue 
Verona,  New  Jersey  07044 

Dear  Mr.  Jameson: 

Your  offer  sounds  great!  Please  rush  me 
your  Professional  Job  Changing  System 
right  away,  but  on  one  condition.  I  un- 
derstand I  may  examine  it  for  10  days, 
&  if  at  the  end  of  that  time  I  return  it, 
you  will  mail  my  full  refund  within  3 
working  days,  with  no  questions  asked. 
On  that  basis,  here's  my  $10,  plus  .50 
for  postage  and  handling. 

D  Enclosed  is  my  check  or  money  order 
D  Chg.  Bank  Amer.      Q  Chg.  Amer.  Expr. 
D  Chg.  Master  Chg.      D  Chg.  Diners  Club. 


Acct.  #  Exp.  Date 


Name 


Street 


City  State  Zip 

Please  note:  Shipment  Is  via  parcel  post. 
For  spec.  del.  add  $2.00,  for  U.S.  air  add 
$3.50;  for  fgn.  air  add  $7.00 


FB 


[New  Jersey  residents  add  sales  tax  J 


Mr.  Jamesori's  ideas  have  been  the  subject  of  more  than  five  hundred  articles,  ranging  from  600  words  in  Business  Week  to  3,000  words  in 
Chicago  Today.  This  material  has  also  been  nationally  advertised  in  leading  media  including  The  Wall  Street  Journal.  Scientific  American, 
Nation's  Business,  Signature,  The  New  York  Times,  Newsweek  International,  The  Los  Angeles  Times,  American  Scientist,  Income  Oppor- 
tunities, Time,  Specialty  Salesman,  Success  Unlimited,  Chemist,  Forbes,  New  York,  The  Chicago  Tribune,  True  &  others. 

©  1975  Performance  Dynamics,  inc. 


Company  Index 

American    Financial    84 

Amariean    Motors  84 

Anheuier- Buseh    60 

Atlantic   Record*  48 

Avon   Prod»  80 

Black  &  Decker  72 

Blue  Chip  Stamps  84 

Blue  Diamond  Coal  30 

Buddah    Record*  48 

Burndy  Corp  88 

CBS  25 

Central    Illinois    70 

Chart   House  80 

Chase  Manhattan  Bank  36 

Chase  Manhattan  Mortgage  & 

Realty  Trust 36 

Chrysler  18,  66 

Citicorp  36 

Connecticut   General   35 

Continental    Illinois   36 

Adolph  Coors  Co  60 

Corporate  Property   Investors  36 

Dayton  Hudson  Properties 38 

Decca  Record  Co  26 

Disco  Scene  48 

Dow   Chemical    23 

E.I.    du    Pont   23.  70 

Emersons    48 

Equitable  Life 36 

Exxon  70,  72,  78 

Feist  &  Feist  36 

Ford    Motor  84 

Fox  &  Carskadon   36 

General  Growth  Properties 35,  38 

General   Motors    84 

Geyer  Bros  61 

Gino's    72 

W.R.    Grace    9 

Gulf  Oil   72 

Horn  &.  Hardart 48 

ICL 53 

Illinois  Bell  70 

Intel  Corp  80 

International    Mining  84 

IT&.T   53 

Kemper  Corp  77 

S.S.    Kresge  35 

Loeb,  Rhoades  &  Co  88 

McDonald's   80 

McLouth   Steel    30 

MCA    24 

Magnavox  26 

Mannesmann    66 

Matsushita  Electric  27 

Merrill  Uynch  77 

Mobil   Oil  72 

Norfolk  &  Western  72 

North   American   Philips  27 

Northwestern    Mutual   Life  35 

John   Nuveen  &  Co  77 

Oasis  Records  48 

Pabst   Brewing  61 

Paramount    Pictures   29 

J.C.  Penney  38 

Philip    Morris  61 

N.V.    Phillips   » 25 

Philly  Groove  Records  48 

Pinkerton's    Inc 84 

Polygram    26 

Provident  Life  &  Accident  36 

Prudential    35 

RCA   24 

Sam   Records  48 

Jos.  E.  Schlitz  Brewing  61 

Seaboard  Coast  Line 72 

Sears,  Roebuck  38,  53,  70 

Melvin  Simon  &  Assoc  35 

Simplicity    Pattern    52 

Singer  Co  53 

Sony  26 

Southern    Bell    70 

Southern  Pacific  72 

Standard   Oil    (Calif.)    72 

Supervised    Investors   Service*   77 

TRW    Inc  53 

Telefunken   26 

Telephone  Computing  Service*  12 

Texaco  72 

Twentieth    Century- Fox   29 

Union  Carbide  23,  78 

Union   Pacific  72 

United  ArtisU  29 

United    Brands  84 

U.S.   Steel    _ 72 

Warner  Communication*  48 

Warner-Lambert  72 

Washington    Mutual   Savings    Bank  12 

Weeden   A.  Co  52 

Arthur  Young  &.  Co 9 

Zenith  Radio  26 


Forbes  contents 

June  1, 1976,  Volume  117,  Number  11 


Features 

21  U.S.  Arms  To  Red  China? 

In  today's  weird  politics,  yesterday's  enemy  becomes  tomorrow's  ally. 

22  Options  Scandal  At  The  Amex 

Unfortunately,  painting  the  tape  isn't  pretty  and  isn't  legal. 

23  Dow's  New  Boss 

He'll  invest  where  the  atmosphere  is  right,  and  to  hell  with  where  it's  not. 

24  Videodiscs 

The  dawn  of  a  new  kind  of  "television"  programming. 
30     Blue  Diamond  Pursues  McLouth 

A  mine  tragedy  has  slowed  but  by  no  means  ended  the  chase. 
35     Shopping  Centers  As  Gold  Mines 

They  have  held  up  better  than  almost  any  other  real  estate  investments. 
42     The  Numbers  Game 

The  IRS  would  like  to  turn  company  auditors  into  spies. 
47     The  Discotheque  Boom 

The  latest  bonanza  is  providing  a  place  where  boy  meets  girl— or  another  guy. 

59  Nuclear  Insurance 

The  profit  from  writing  it  is  another  proof  of  nuclear  safety. 

60  Coors 

It's  expanding  nationwide,  and  not  entirely  by  choice. 
62     Jimmy  Carter,  Businessman 

His  business  background  is  mainly  peanuts— but  with  a  difference. 
66     Worker-Directors? 

What  Leonard  Woodcock  wants  in  the  U.S.  seems  to  work  well  enough  in  Germany. 


Faces  Behind  The  Figures 


52     Alan  Weeden 

(Weeden  &  Co.) 

52     James  J.  Shapiro 

(Simplicity  Pattern) 


53     Wiiiiani  Levitt 

(Homebuilder) 

53     Horace  A.  Shepard 

(TRW  Inc.) 


54     Ronald  Mackenzie 

(Lake  Placid  Olympics) 

54     Oren  Lee  Staley 

(Nat'l.  Farmers  Org.) 


Money  And  Investments 

69     The  Economy 

—Monetary  Growth  Targets 
74     Statistical  Spotlight 

The  yield  gap  widens. 
77     The  Funds 

Buying  tax-exempts  cheap. 
84     The  Street  Walker 

Private  eyes,  autos  and  bananas. 


The  Columnists 

70     Ben  Weberman 

72     Lucien  Hooper 

80     Heinz  Biel 

86     Peter  G.  Banzhaf 


Regular  Departments 


6     Side  Lines 
9     Readers  Say 


12     Trends  &  Tangents 
17     Fact  &  Comment 


19     Other  Comments 
90     Thoughts 


PHOTO  AND  ART  CREDITS:  UPI,  pp.  21,  54  bottom,  62  left,  66  bottom;  Devaney, 
p.  22  foreground;  Jerry  Frank,  p.  22  background,  25  top;  Richard  Knapp,  p.  23; 
Bettmann,  pp.  27  top,  28;  Wide  World,  pp.  30  background,  54  top,  66  top,  67; 
Harvey  Shaman,  pp.  35,  36,  52  bottom;  DeWys,  p.  47  top;  Marc  Rattner/Black 
Star,  p.  47  right  center;  Sygma,  p.  47  bottom;  Globe,  p.  48;  Larry  Norwalk,  p. 
53  top;  Carl  Iwasaki,  p.  60;  Art  SeiU/Black  Star,  p.  62  center  and  right.  Drawings 
by  Henry  Martin,  pp.  24,  42.  Charts  by  Pete  DiCeorge,  pp.  69,  74. 


COVER  PHOTO:  Al  Francekevich 


FORBES  is  published  twice  monthly  by  Forbes,  Inc.,  60  Fifth  Ave.,  New  York,  NY. 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscriptions  $15  one  year  U.S.A.  Copyright  ©  1976  Forbes  Inc. 


FORBES,   JUNE    1,    1976 


The  results  of  the  $250,000 
Longest  Ball  Challenge: 

/  Titleist-noshoiv;   ;  %m^  i  %A  %  '  ^%.7% 
^  BlueMax— no  shovk ' 
lip   Rbyal+6-nosh(mi    .v 

»*  Wilson  LD— no  show.      ^*    i 
1/  *  Maxfli  -  no  show* .     ;      ^ 
4V  litleist  DT-no  show. 
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«  <y         Last  season,  Top-Flite  put  its  money  where  its  mouth 

y^l  is:  $250,000  to  any  of  these  other  leading  balls  that  can  \ 

f  X^  beat  Top-Flite  in  a  distance  test  using  golfers  like  yourself. 

^^  ,  (Top-Flite  previously  won  a  test  like  this  by  up  to  13  yards!) 

\  Judging  from  the  turnout,  the  other  leading  balls  must  finally 

^  ^"s  concede  what  golfers  knew  all  along:  ' 

V  Top-Flite  is  The  Longest  Ball. 
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Self-Ir 


When  a  company  chooses 
to  assume  the  risk  of  paying 
all  or  part  of  losses  wdth  its 
o^vn  funds  as  an  alternative 
to  the  purchase  of  insurance, 
what  might  be  the  advan- 
tages and  disadvantages? 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives. 


If  a  company  knows  that  it  can  expect  fairly 
predictable  losses  of  certain  kinds  year  after  year, 
it  can  choose  to  pay  all  or  part  of  those  losses  itself, 
rather  than  cover  them  with  commercial  insur- 
ance. This  is  the  essence  of  "self-insurance"  or 
risk  retention,  a  procedure  being  employed  by  a 
variety  of  organizations  today. 

What  are  the  conditions  which  make  self- 
insurance  a  valid  option.'^  Probably  the  most  im- 
portant are  that  the  losses  involved  be  recurring 
and  that  they  be  similar  in  nature— both  of  which 
contribute  to  predictability. 

For  example,  an  organization  with  a  large 
fleet  of  trucks  might  find  that  each  year  the  fleet 
incurs  a  number  of  losses  with  roughly  the  same 
total  amount  of  loss.  Such  predictable  losses 
might  be  handled  through  self-insurance,  with 
the  firm  retaining  all  or  part  of  the  risk. 


Reduced  premium  payments 

Self-insurance  has  several  possible  advan- 
tages. The  reduction  or  elimination  of  premium 
payments  can  mean  an  obvious  cost  savings  to 
the  degree  that  retained  losses  plus  expenses  are 
lower  than  the  premiums  would  have  been.  But 
most  important,  self-insurance  will  permit  a  firm 
to  retain  cash  over  a  longer  period,  improving 
cash  flow  and  profitability  to  a  marked  degree. 

A  further  benefit  may  be  greater  motivation 
for  preventing  losses  or  minimizing  them,  since 
the  organization  itself  must  pay  such  losses  with 
funds  which  it  can  otherwise  retain.  And  the  firm 
may  have  more  flexibility  in  dealing  with  the 
claims  of  its  customers,  employees  and  others. 


> 


urance 


Among  the  drawbacks  to  self-insurance,  the 
)ssibility  that  unexpectedly  large  or  frequent 
sses  can  cut  into  profits  is  the  most  serious, 
ven  if  such  losses  do  not  materialize,  the  uncer- 
inty  involved  can  be  a  psychological  burden  on 
management .  And  it  may  be  difficult  to  find  per- 
mnel  able  to  administer  self-insurance  with  its 
)metimes  demanding  program  and  claims  re- 
jirements. 

Most  of  the  disadvantages  can  be  minimized, 
3wever.  For  instance,  the  impact  of  unexpect- 
lly  large  or  frequent  losses  can  be  reduced  by 
^termining  the  firm's  capacity  to  absorb  such 
isses.  Once  this  aggregate  limit  has  been  estab- 
shed,  insurance  for  losses  exceeding  it  can  be 
urchased— as  can  such  self-insurance  services 


as  administration,  loss  prevention  and  claims 
handling. 

Financing  the  retained  risk 

A  company  can  finance  its  retained  risks  in  a 
variety  of  ways,  including  the  use  of  working  cap- 
ital, cash  reserves  and  lines  of  credit,  or  the  estab- 
lishment of  a  subsidiary  or  "captive"  insurance 
company.  In  general,  the  method  and  effect  of 
self-insurance  should  be  carefully  analyzed  legal- 
ly and  financially  in  terms  of  each  firm's  particu- 
lar situation. 

As  a  fuller  discussion  of  self-insurance  from 
an  objective  standpoint,  INA  has  prepared  a 
booklet  entitled,  "Self-Insurance:  Some  Profes- 
sional Considerations!'  Copies  may  be  requested 
by  writing  INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

*        *        * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792. Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  insur- 
ance, life  and  group  insurance,  reinsurance  and 
risk  management  services. 

INA  insurance  products  and  services  are 
made  available  through  selected  independent 
agents  and  brokers— professionals  with  a  com- 
prehensive knowledge  of  insurance  needs  and 
solutions. 


Insurance  Professionals 
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Side  Lines 


Poetry  To  Porn 

"Optical  discs  could  replace  the  printed  page,"  says  Robert  Adler,  Zenith 
Radio  Corp.'s  vice  president  for  research.  Adler  is  talking  about  a  phono- 
graph-record-like disc  that  plays  through  an  ordinary  color-TV  set  with  a 
remarkable  new  technology.  In  this  issue,  Forbes  takes  a  close  look  at  the 
hottest  thing  in  home  entertainment  since  color  TV— the  videodisc.  Ameri- 
cans willingly  spend  $5.95  and  even  more  for  a  record  with  the  sound 
track  of  a  motion  picture.  Would  they  spend  maybe  $4  extra  to  hear  and 
see  the  whole  film— and  repeat  it  as  frequently  as  they  wish?  RCA  is  bet- 
ting they  will,  and  is  readying  for  market  its  relatively  simple  Selecta- 
Vision  system.  In  partnership,  MCA  and  North  American  Philips  are  bet- 
ting on  the  more  complex  system  that  Zenith's  Adler  refers  to.  Whichever 
system  wins  out,  no  longer  will  the  TV  viewer  be  a  slave  to  the  limited 
and  frequently  monotonous  daily  listings  on  broadcast  TV.  For  the  first 
time,  he  will  be  able  literally  to  program  his  own  TV  from  catalogs 
with  hundreds  of  offerings— ranging  from  poetry  to,  someday  possibly,  pornog- 
raphy. The  story,  by  Jefferson  Grigsby,  a  recent  addition  to  the  Forbes 
stafiF,  begins  on  page  24. 


The  American  enterprise  system  was  built  on 
two  things:  a  free,  individualistic  society  and 
ample  supplies  of  raw  materials.  The  freedom 
remains,  but  the  raw  materials  are  fast  dwin- 
dling, oil  in  particular.  Can  free  enterprise  sur- 
vive on  more  costly  imported  materials?  A 
former  Forbes  staffer,  Arthur  Jones,  suspects 
not,  and  he  has  written  a  readable,  literate, 
reasoned  book  explaining  why  he  thinks  not 
(The  Decline  of  Capital,  Thomas  Y.  Crowell, 
$7.95).  A  British-bom  U.S.  citizen,  Jones,  39,  is 
a  graduate  of  Ruskin  College,  Oxford,  and 
now  edits  the  National  Catholic  Reporter  in 
Kansas  City.  He  writes  not  as  a  socialist  ("One 
is  not  cheering  here  for  the  death  of  capital- 
ism," he  says)  but  as  a  fervent  believer  in  individual  freedom.  Capitalism, 
by  unleashing  great  forces  for  growth,  lifted  the  average  human  from  a 
beast  of  burden  to  a  free  person  with  a  standard  of  health,  comfort  and 
education  that  was  previously  available  only  to  the  rich.  But,  says  Jones, 
the  system  of  growth  cannot  survive  in  a  world  where  growth  is  increasing 
ly  hard  to  come  by.  You  don't  have  to  agree  with  Jones's  thesis  to  profit 
from  his  book.  On  page  after  page  of  shrewd  personal  observation,  he  re- 
minds us  what  every  businessman  and  investor  should  never  forget:  that 
nothing  is  immutable,  and  only  by  changing,  by  adapting  can  any  busi- 
ness, any  investment,  any  system  survive.   ■ 


Author  Jones 
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The  all-7i7airline  across 

the  North  Atlantic 

and  the  Pacific. 


That  fact  should  make  things  easy  for  you. 
Not  only^'in  choosing  your  airHne,  but  in  putting 
your  trip  together.  And  enjoying  it. 

To  Europe  by  the  end  of  spring,  we'll  be  the 
only  U.S.  airline  flying  ofzly  big,  comfortable  747s 
across  the  North  Atlantic. 

If  youVe  going  to  be  crossing  the  wide 
Pacific,  we'll  have  nothing  but  comfort  for  you 
there,  too.  Every  flight  will  be  a  747. 

When  we  go  to  Tokyo  from  Los  Angeles  and 
New  York,  we  use  our  new  747  SP.  Which  gives 
us  (and  you)  the  only  non-stops  to  Japan  from 

See  your  travel  agent. 


those  cities.  Which  also,  naturally,  results  in  the 
fastest  flight  to  Tokyo  from  those  cities. 

At  Pan  Am,  you  don't  pay  a  penny  extra  for 
having  the  world's  largest  fleet  of  747s  at  your 
beck  and  call. 

And  speaking  of  calling,  why  not  call  your 
travel  agent. 

He'll  give  you  our  schedules  and  work  out 
your  trip  with  you.  And  most  likely  that  won't  cost 
you  a  penny  extra  either. 


Americas  airline  to  the  world. 


In  today  ^s  motiey  market, 
the  Pyramid  can  give  you  solid  advice. 


In  the  money  market,  "the  V 
dom  of  the  Pyramid"  is  no  ic 
phrase. 

The  Pyramid,  as  you  m 
know,  has  been  the  symbol 
Bankers  Trust  for  over  60  yet 
And  for  most  of  that  time  we' 
been  actively  engaged  in  tl 
money  market  — in  municip 
bonds  and  government  securiti 
since  World  War  I,  in  foreign 
change  for  50  years. 

Our  experience  has  led  us 
establish  something  sjjecial 
American  banking:  a  Mon 
Center. 

This  is  a  single,  huge  tradi 
area,  complete  with  electror 
quote  board,  100  telephones  ai 
tie  lines  to  everywhere.  Here  \ 
have  90  traders,  salesmen,  si 
port  people,  our  own  money  m 
ket  economist  and  our  forei 
exchange  traders  — all  in  t 
same  room. 

All  of  whom  are  continua 
in  touch  with  their  custom^ 
with  other  traders  here  ;m 
abroad— and  with  each  othei 

Which  means  that  a  custc^n 
who  might  normally  hear  o] 
about  treasury  bills,  might  al 
get  to  hear  about  opportuniii 
in.  say,  mortgage  backed  hon 

Government  bonds,   tax 
empts,  CD's,  Eurodollars— uh 
ever  the  big  news  of  the  monie 
domestic  or  international,  ii 
flashed  around  this  room. 

Given  this  system,  it's  not  si 
prising  that  our  salesmen  a 
more  than  salesmen.  In  fact,  ihi 
act  primarily  as  market  advisci 
to  help  you  improve  your  pc 
folio  performance. 

If  you  could  use  this  kind  » 
instant  exposure  to  a  wide  ranj 
of  investment  options,  visit  tF 
Pyramid. 

In  fact,  wherever  you  see  oi 
symbol,  you'll  be  dealing  with 
full  service  bank  in  the  fulie 
sense  of  the  word,  with  th 
capacity  to  raise,  lend  an 
manage    money  worldwide. 

A  trip  to  the 
Pyramid  can  be  a 
rewarding  ex- 
perience. 

Bankers  ^^__ 
Trust  Compan 

Member  hcilcral  Dcjiomi  Insuranccl  oip'' 
©  Bankers  Trust  Compnny 


Readers  Say 


Judges'  Pay 

Sir:  [Re  the  editorial  urging  pay 
increases  for  Federal  judges,  Fact  iy 
Comment,  May  J.]  I  hope  it  will  help 
move  the  glacier. 

—Warren  E.  Bxjrger 

The  Chief  Justice, 

Supreme  Court  of  the  U.S. 

Washington,  D.C. 

Sir:  Anyone  who  could  write  this 
garbage  after  reviewing  the  record  of 
Federal  judges  does  not  have  enough 
brains  to  have  a  headache, 

-T.F.  DOOLEY 

Hammond,  Ind. 

Objectivity  And  South  Africa 

Sir:  In  your  article  on  South  Africa 
(May  I),  you  have  covered  with  ob- 
jectivity and  constructive  criticism  a 
highly  controversial  and  difficult  sub- 
ject, usually  smeared  beyond  recog- 
nition by  emotional  and  political  prej- 
udice, ignorance  and  the  application 
of  irrelevant  standards  of  comparison. 
— Alling  Woodruff 
Treasurer, 
The  Grant  Foundation,  Inc. 
New  York,  N.Y. 

Sir:  You  have  produced  a  diatribe 

against  the  Republic  of  South  Africa. 

—Col.  Lewis  C.  Williams  Jr. 

(USA,  Ret.) 

El  Paso,  Tex. 

Sir:  South  Africa  should  continue 
to  be  shunned  for  its  racist  policies. 

—Thomas  Butler 
New  York,  N.Y. 

Interview  Reactions 

Sir:  Re  "But  That  Isn't  Real  Life" 
(May  15).  Forbes  has  taken  out  of 
context  portions  of  a  75-minute  inter- 
view. A  casual  reading  of  the  material 
I  actually  discussed  with  you  would 
show  my  strong  support  and  respect 
for  the  efforts  of  boards  of  directors. 
I  have  made  it  clear  that  the  audi- 
tors report  to  the  shareholders  and  to 
the  board.  'I  am  offering  readers  a 
copy  of  excerpts  from  that  transcript. 
They  may  write  me  at  277  Park  Ave., 
New  York,  N.Y.  10017.  Since  the  ar- 
ticle also  questions  the  independence 
of  auditors,  I  would  like  to  point  out 
that  Arthur  Young  &  Co.  are  the  au- 
ditors and  tax  consultants  of  Forbes. 
—William  L.  Gladstone 
Arthur  Young  &  Co. 
New  York,  N.Y. 

Sir:  The  interview  with  Peter 
Grace  (May  15)  was  disappointing 
in  three  respects.  The  first  is  the  very 


literal  quoting  in  certain  circum- 
stances, such  as  the  intimate  refer- 
ence to  the  reactions  of  certain  mern- 
bers  of  Mr.  Grace's  family.  The  arti- 
cle is  exciting  and  revealing  enough 
without  recourse  to  language  ob- 
viously not  meant  for  print.  Second, 
Mr.  Grace  asked  that  the  reference  to 
"packing  the  board,"  used  loosely,  not 
be  used  in  the  article.  That  the  re- 
mark was  used  editorially  in  an  arti- 
cle made  up  almost  entirely  of  quotes 
does  not  lessen  the  impact.  Third, 
there  is  the  quotation,  "I  would  say 


it  took  years  before  the  board  felt 
truly  supportive  of  management.  And 
there  are  a  number  of  directors  who 
are  still  very  uncomfortable  with  us." 
Mr.  Grace  actually  said,  ".  .  .  There 
were  (my  emphasis)  a  number  of  di- 
rectors that  still  felt  very  uncomfort- 
able with  them." 

—Antonio  Navarro 

Vice  President, 

Corp.  Administration  Group 

W.R.  Grace  &  Co. 

New  York,  N.Y. 

(Continued  on  page  88) 


Malpractice—The  Doctors  Reply 


Sir:  Re  "The  Real  Villains  Behind 
Unavailable     Malpractice     Insurance 
. . .   They're  the  doctors  themselves" 
(Fact  b-  Comment,  May  1).  Several 
studies  show  that  the  doctors  most  of- 
ten sued  are  the  conscientious,  high- 
ly trained  and  well-qualified  individ- 
uals simply  because  the  most  com- 
plicated   and    difficult    problems    in 
medical  practice  are  referred  to  them. 
—Donald  G.  Kilgore  Jr.,  M.D. 
Past  President, 
South  Carolina  Medical  Assoc. 
Greenville,  S.C. 

Sir:  It  is  the  state  hcensing  board 
which  has  the  power  to  revoke  a  li- 
cense, not  the  medical  society.  Law 
courts  frequently  overrule  the  deci- 
sion of  state  licensing  boards  to  with- 
draw a  physician's  license. 

—Frank  D.  Campion 

Director,  Commimications, 

American  Medical  Assoc. 

Chicago,  111. 

Sir:  ...  As  an  example,  a  physician 
in  New  Jersey  was  recently  dismissed 
from  the  hospital  staff  because  of  al- 
legedly causing  the  deaths  of  patients 
purposely.  The  courts  reinstated  him. 
R.T.  Tschetter,  M.D. 
Sioux  Falls,  S.D. 

Sir:  The  House  subcommittee  re- 
port of  11,900  surgical  deaths  from 
unnecessary  surgery  is  extrapolated 
and  is  not  accurate.  Nor  is  3.2  mil- 
lion unnecessary  surgeries  costing 
$3.9  billion  accurate  in  that  these 
statistics  are  made  by  the  subcom- 
mittee from  projections. 

—Malcolm  C.  Todd,  M.D. 

Past  President, 

American  Medical  Assoc. 

Chicago,  111. 

Sir:  Who  is  to  decide  what  elec- 
tive surgery  is  or  is  not  necessary? 
If  it  is  your  hemorrhoids  or  hernia, 
the  surgery  is  "necessary."  If  it  is 
someone  else's,  it  is  "unnecessary."  I 


am  a  plastic  surgeon  and  I  imagine 
that  95%  of  the  surgery  I  perform 
is  "unnecessary." 

—James  H.  Noble,  M.D. 
Lynwood,  Calif. 

Sir:  As  a  surgeon,  I  would  agree 
that  there  is  too  much  sxirgery  being 
done,  but  this  is  a  reflection  more  of 
our  modem  medical  philosophy  where 
we  and  our  patients  beheve  that  any- 
thing can  be  accomplished. 

—Charles  Burton,  M.D. 

Director, 

Sister  Kenny  Institute 

Minneapolis,  Minn. 

Sir:  Because  I  agree  so  whole- 
heartedly with  your  editorial,  I  am 
requesting  permission  to  reprint  it  in 
its  entirety. 

—Edward  E.  Kimbrough,  M.D. 

Editor, 

Journal  of  S.C.  Medical  Assoc. 

Columbia,  S.C. 

Sir:  Diagnosis:  Congenital  idiocy. 
Rx:  Cancel  subscription. 

—Edward  C.  Sutton,  M.D. 
Burlington,  N.C. 

Sir:  So  "at  least  5%  of  the  na- 
tion's doctors  are  tmfit  to  practice"? 
Do  you  know  of  any  other  group  in 
which  only  5%  are  incompetents? 
Lawyers?  Politicians?  Publishers?  Ha! 
—Joseph  B.  Greenspan,  M.D. 
Springfield,  Mass. 

Sir:  What  is  the  current  incompe- 
tency rate  among  journalists? 

-C.A.  Werner,  M.D. 

Huntington,  N.Y. 

Some  feel  it  is  almost  100%— MSF. 

Sir:  Cancel  my  subscription.  I  hope 

your  own  physician  is  a  tolerant  fellow. 

—Roy  S.  Gillinson,  M.D. 

Alexandria,  Va. 

Me  too.-MSF. 
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American  Natural  Ga 
become  Americai 


3.8  billion  tons  of  reasons  why. 

Name  changes  alone  aren't 
always  exciting  news.  But  the 
reasons  behind  them  can  be. 
And  that's  the  case  with  us. 
We're  American  Natural  Gas. 
And  we're  changing  our  name 
to  American  Natural  Resources 


for  a  host  of  reasons.  Recently 
acquired  rights  to  3.8  billion 
tons  of  North  Dakota  coal,  for 
one.  Big  plans  in  coal  gasifica- 
tion, for  another.  New  growth 
opportunities  in  energy-related 
fields,  for  yet  another.  More 
about  these  new  opportunities 
in  a  moment. 

To  begin,  we'd  like  to  tell  you 
where  we  are  today.  If  you've 
been  keeping  an  eye  on  the 
natural  gas  industry,  you 
already  know  we're  one  of  the 
leaders  in  size,  gas  supply  and 
growth  in  earnings. 

We  supply  natural  gas  to  nine 
midwestern  states,  much  of  it 
transported  through  our  own 
subsidiary,  Michigan  Wisconsin 
Pipe  Line  Company.  We  are 


directly  connected  to  large  pro- 
ducing fields  in  the  Southwest, 
Louisiana,  the  Gulf  of  Mexico 
and,  through  connecting  pipe- 
lines, to  western  Canada. 

Our  aggressive  gas  acquisi- 
tion programs,  past  and  pres- 
ent, enable  us  to  maintain  a 
high  level  of  service  to  over  a 
million  retail  customers  in  Mich- 
igan and  to  provide  a  major 
source  of  supply  to  52  non-affil- 
iated distributing  companies. 

Earnings  up  50%  in  five  years. 

Extensive,  well-managed 
reserves  and  long-range  plan- 
ning teamed  together  by  an 
aggressive  management  have 
helped  us  boost  earnings  to 
record  highs.  For  1975,  our  net 
income  topped  $100  million  for 
the  first  time,  rising  from  $92.2 
million  in  1974  to  $102  million. 
In  five  years,  our  earnings  per 
share  have  increased  over  50%. 
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Our  leadership  role.        ' 

Rather  than  simply  follo\ 
others  in  the  natural  gas  ini 
try,  our  management  is  leai 
This  is  especially  evident  ir 
role  we're  playing  to  disco* 
new  gas  supplies.  We're  a 
founding  member  of  the  1! 
company  consortium  eager 
construct  the  3600-mile  Ala 
natural  gas  pipeline. 

This,  we  believe,  is  the  b 
way  to  insure  our  System  o 
healthy  share  of  the  more  i 
100  trillion  cubic  feet  of  gaj 
believed  to  be  waiting  at  thi 
continent's  northern  rim. 

Closer  to  home,  we've  ne 
tiated  gas  calls  on  over  IOC 
square  miles  of  the  Gulf  of  I 
ico,  and  are  presently  plani 
construction  of  an  extensivi 


utgrows  its  name  to 
latural  Resources. 


offshore  pipeline  system 
five-company  partnership, 
use  we  recognize  the  need 
velop  new  gas  supplies  of 
wn,  we'll  be  spending  over 
nillion  a  year  for  the  next 
ears  in  gas  exploration 
Jevelopment.  We've  also 
jd  a  new  subsidiary, 
gan  Natural  Resources,  to 
J  that  state's  substantial 
nd  oil  reserves. 

growth  opportunities. 

r  management  team  also 
he  need  last  year  to  obtain 
emption  from  the  Public 
'  Holding  Company  Act  of 
•  This  act  imposed  limita- 
bn  our  ability  to  finance, 
estricted  us  to  gas  utility 
unctionally  related 
ties. 


edom  from  .these  restric- 
has  opened  new  horizons 
nerican  Natural  Re- 
es.  And  we  intend  to  live 
our  new  name  by  pur- 
them  vigorously.  Growth 
3  inside  will  come  from 


coal  gasification,  the  sale  of 
coal,  its  by-products  and  the 
right  to  search  for  oil.  And  we 
are  now  in  a  position  to  grow  on 
the  outside  through  mergers 
and  acquisitions. 


Principal  subsidiary  com- 
panies of  American  Natural 
Resources  are: 
Michigan  Wisconsin  Pipe  Line 

Company 
Michigan  Consolidated  Gas 

Company 
American  Natural  Service 

Company 
American  Natural  Gas  Produc- 
tion Company 
ANG  Coal  Gasification 

Company 
))  Great  Lakes  Gas  Transmission 

Company 


If  we  have  carved  out  a 
reputation  for  leadership  in  the 
natural  gas  industry,  it's 
because  we  have  tried  our  level 
best  to  be  foresighted  and 
aggressive.  We  were  one  of  the 
first  companies  to  venture  off- 
shore, one  of  the  first  to  assem- 
ble coal  fields  in  anticipation  of 
gasification,  one  of  the  first  to 
import  gas  from  Canada,  one  of 
the  first  to  develop  major  under- 
ground storage  capability. 

Our  history  makes  us  excited 
about  our  future.  We  invite  you 
to  discover  why.  Write  for  our 
Annual  Report.  American  Nat- 
ural Resources  Company,  Suite 
4545,  30  Rockefeller  Plaza, 
New  York,  New  York  10020. 


b^By  changing  our  name,  we 
intend  to  reflect  the  fact  that, 
while  our  principal  business  is 
and  will  continue  for  many 
years  to  be  the  production, 
transportation  and  distribution 
of  gas,  we  are  in  the  broader 
field  of  natural  resources  devel- 
opment and  expect  to  expand 
into  other  allied  areas  of  activity.}  J 


Chairman  and  Chief  Executive  Officer 


American  Natural  Resources  Company 


TTie  company  with  energy  to  grow. 


Trends  &Tangents 

Foreign 


Mulepower 

Switzerland,  that  bastion  of  neu- 
trality, sold  about  $146  million  worth 
of  arms  last  year.  That  is  peanuts  by 
world  standards,  but  one  country, 
Ghana,  is  now  counting  on  the  Swiss 
to  supply  up  to  2,000  items  of  stra- 
tegic    military     importance.      Ghana 


needs  2,000  mules  to  replace  the  buf- 
falos  which  are  now  used  for  carting 
around  the  nation's  howitzers.  The 
deal  would  be  an  enormous  boost  to 
the  Swiss  mule  breeding  industry: 
Last  count  showed  a  total  population 
of  434.  The  mules  in  question,  a  cross 
between  Jura  mares  and  Italian  asses, 
will  go  to  Ghana  over  the  next  few 
years  as  they  are  bred— providing  one 
wrinkle  can  be  ironed  out.  Swiss 
mules  are  liable  for  national  servfce 
with  the  Swiss  army  and  will  have  to 
receive  o£Bcial  exemptions. 


Washington 


draft  mak 

one-si 
pape 

Wbyareywi 
stilTmakiiig 
oie-sdiled  coides? 


Facts  are  facts.  No  one  has 
perfected  one-sided  paper.  So, 
if  you  continue  to  copy  on  just 
one  side,  hcdf  your  investment 
in  costly  paper  is  wasted. 

And  it's  needless  waste,  be- 
cause Addressograph  Multi- 
graph  has  perfected  two-sided 
copying— w^i7A  the  only  high- 
volume  copymaker  that 
prints  on  both  sides  in  one 
quick  pass. 

Not  only  will  the  AM  4875 
'*Both  Sides  Now"  Copymaker 
save  you  50%  on  paper,  but 
50%  on  machine  and  operator 


time  as  well.  Plus  substantial 
filing  and  postage  expense. 

So  if  your  organization  copies 
very  many  multi-page  docu- 
ments, AM  two-sided  copying 
can  be  your  answer  to  still- 
rising  labor  and  material  costs. 

It's  time  to  see  for  yourself. 
Call  your  local  Multigraphics 
Sales  Office  to  arrange  a  dem- 
onstration. Or  write  Dept.  M, 
1800  W.  Central  Road, 
Mt.  Prospect,  Illinois  60056. 

We  make  you  look  better  on  paper. 

A 

1^1  ADDRESSOGRAPH  MULTIGRAPH 

k\M^  MULTIGRAPHICS  DIVISION 


The  Phantom  Doc 

For  six  years  the  Surgeon  General 
has  warned  smokers  that  cigarette . 
smoking  is  a  health  hazard.  The 
trouble  is,  there  is  no  Surgeon  Gen- 
eral. Since  1972  the  duties  of  Ameri- 
ca's chief  physician  have  been  only 
"ceremonial,"  according  to  a  reluctant 
Public  Health  Service  spokesman.  "In 
reality,  all  responsibilities  of  the  Sur- 
geon General  have  been  transferred 
to  the  oflBce  of  the  Assistant  Secretary 
of  Health  in  the  Department  of 
Health,  Education  &  Welfare."  The 
Assistant  Secretary  does  exist,  with  a 
$41,500-a-year  salary  and  a  number  of  I 
other  duties  and  titles.  One  of  which  J 
is  Assistant  Surgeon  General.  | 


Business 


i 


Seek  And  Ye  Shall  Find 

One  of  the  more  welcome  spring 
migrations  has  produced  the  usual 
flock  of  corporate  interviewers  hunt- 
ing for  new  faces.  But  not  just  for 
masters  of  business  administration: 
The  Mid-Manhattan  Adult  Training 
Center  in  central  Harlem  invited  over 
100  companies  and  hiring  organiza- 
tions to  interview  its  graduates,  most- 
ly black  and  Hispanic,  who  have 
learned  clerical  skills  in  a  federally- 
funded  program.  Godfrey  Eason,  di- 
rector of  the  Mid-Manhattan  unit, 
first  decided  last  year  to  stop  waiting 
for  them  to  call  him.  He  has  so  far 
received  favorable  responses  from 
over  35,  including  Exxon  and  IBM. 

Phone-A-Payment 

It's    bill-paying    time,    but    if    youj 
bank  at  Seattle's  Washington  Mutua 
Savings    Bank    (assets    $1.5    billion) 
you  don't  pull  out  your  checkbool 
Instead,  you  reach  for  the  phone.  Il 
1974    Washington    Mutual— which 
prohibited  by  law  from  offering  check-j 
ing  accounts— was  looking  for  a  waj 
to  draw  customers  from  commercia 
banks.    Acting    with    seven    counter-J 
parts,    it    bought   51%   of   Telephoi 
Computing  Services,  and  last  mont 
began  Passcard-Plus.  For  $2  a  mont! 
the  service  lets  savers  dial  in  their  b| 
payments  to  any  of  1,600  particips 
ing  merchants  by  drawing  directly 
their     interest-bearing     savings 
counts.  Savers  with  touch-tone  phot 
punch  out  their  payments,  followir 
instructions  given  by  a  voicHJ-respor 
computer;   users  of  dial  phones  t« 
directly  to  tellers.  The  bank  proccs 
payments  in  a  central  computer 
sends  a  check  to  the  payees  with 
necessary  crediting  information. 

(Continued  on  page 
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1  he  Jaguar  X  JC  coupe. 
Upward  mobility. 


The  road  to  the  top  is  smoother  in  a  car  that  belongs 
there  by  birthright  Such  a  car  is  Jaguar  s  2  dtxx  coupe 
theXJC. 

Being  a  Jaguar  through  and  through  the  XJC  coupe 
handles  like  a  sports  car  It  has  independent  suspension 
and  power  disc  brakes  on  all  four  wheels  and  very  respon 
sive  rack  and  pinion  steering.  Automatic  transmission  is 
standard. 

The  XJC  is  also  true  to  its  sporting  Jaguar  heritage  in 
offering  you  a  choice  of  two  superb  powerplants.  You 
may  order  the  car  with  either  the  famous  double- 
overhead  cam  LeMans  Six.  or  the  astonishingly  smooth 
and  powerful  5  3  litre  V- 12  -  an  electronically  fuel 
injected  version  of  the  engine  that  powered  Jaguar  to  the 
sec  A  National  Championship  in  B  Production  vai 

Inside,  many  Jaguar  amenities  are  ready  to  make    f^ 


2S        iioning  is  thermostatically  controlled,  it  regulates  il.self 
e         to  your  preferred  temperature.  And  it's  standard.  like 

all  Jaguar  luxuries  including  the  AM  FM  radio  and  8- 
)e        track  stereophonic  tape  deck. 

)n  Even  the  warranty  coverage  is  extraordinary.  For  12 

n        months,  regardless  of  mileage.  Jaguar  will  replace  or  re 
IS       pair  any  part  of  the  car  that  is  defective  or  that  simply 

wears  out,  provided  only  that  the  car  is  properly  main- 
in  tamed  The  only  exceptions  are  the  tires,  which  are 
>u  warranted  by  the  tire  manufacturer,  and  spark  plugs  and 
e-  filters,  which  are  routine  replacement  items.  Even  then, 
th  if  they  are  defective.  Jaguar  will  pay  to  replace  them. 
T  There  is  never  much  room  at  the  top.  Yet  this  uncom 

le  mon  luxury  car  has  indisputably  found  a  place  there 
eSmsHj  Find  out  why.  Drive  the  quick,  responsive  and  very 
^^     luxurious  Jaguar  XJC  soon.  Call  these  numbers. 


your  trip  to  the  heights  notably  comfortable  The  (^M  toll-free,  for  the  name  of  the  dealer  nearest  you; 
dashboard  is  panelled  in  rich  natural  burled  walnut.  ^^^  (800)  447-4700.  or.  in  Illinois.  (800)  .^22-4400. 
the  seats  faced  in  topgram  leather   The  air  condi     [biyj-AiyDl    British  Leyland  Motors  Inc..  Leonia.  N.J.  07605. 


Jaguar 


^     \ 
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"  1  ^liito'  il 


Kodak  showed  us  how  to  save  H75yOOO  a  year 
m  order-entry  operations!'  That  s  what  a  major  manufac 

turing  company  reports  saving 
since  it  adopted  the  rapid-access  micro- 
film program  recommended  in  a  Kodak 
proposal. 

In  another  recent  case,  a  casualty 
insurance  company  was  able  to  cut  indi- 
vidual file  search  time  from  hours  to 
minutes  with  film.  They're  saving 
$45,000  a  year  in  the  bargain. 

You  already  know  you  can  save 
money  with  Kodak  microfilm.  But  now, 
the  need  is  to  look  beyond  the  savings 
generated  in  routine  applications. 

To  make  this  kind  of  progress  in 
your  organization  takes  your  determina- 
tion to  seek  better  answers  and  then  to 
act  on  them.  The  sooner  you  ask  us,  the 
sooner  we  can  help  with  an  in-depth 
proposal.  If  you  Ve 
already  received 
Kodak  Proposal, 
act  on  it  now  and 
start  saving. 

c  Write  on  your 

letterhead  to  D.  W. 
Storey,  Eastman  Kodak 
Company,  Dept.  6585, 
Rochester,  N.  Y.  14650.  What  youYe  sav- 
ing now  with  microfilm  is  only 
the  beginning. 


^e 

Ask 

US 


Jim  isn't  taking  the  lag  in  customer 
payments  lying  down.  He's  solving  the 
problem  with  a  total  cash  management 
system  designed  for  his  company  by 
The  Northern  Trust,  It  includes: 

A  lockbox  collection  system  utilizing 
a  unique  zip  code  (60675)  and  an  accel- 
erated deposit  collection  system. 

A  cash  disbursing  system  that  man- 
ages payouts  and  controls  the  use  of 


funds  through  zero-balance  accountmg. 

A  cash  concentration  system  that 
mobilizes  funds  on  a  timely  basis 
through  a  bank-prepared  depository 
transfer  check  system. 

A  cash  reporting  system  designed 
to  serve  his  company's  short  term  fore- 
casting needs  through  utilization  of 
same  day  reporting  information. 

Put  them  all  together  and  what  do 


you  have?  A  profit  center  where  there 
used  to  be  a  problem  area.  Jim  can  tell 
you.  So  can  lots  of  other  cash  managers. 
If  you  would  like  to  find  out  more 
about  these  services  for  your  company, 
we  suggest  you  contact  Michael  R. 
Zook,  Vice  President,  at:  The  Northern 
Trust  Bank,  50  South  LaSalle  Street, 
Chicago,  Illinois  60690.  Telephone 
(312)  630-6000. 


The  NorthernTrust  Bank 

Bring  your  financial  future  to  us. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


MIDEAST  PEACE  REALLY  IS  A  POSSIBILITY 


The  Mideast  is  nearer  the  verge  of  stand-off  peace  than 
at  any  time  since  the  Yom  Kippur  conflagration.  Ironies 
and  unforeseen  events  have  contributed  more  to  this  more 
hopeful  situation  than  the  statesmanship  of  the  states 
with  much  at  stake. 

When  one  atrocity  set  off  another  in  Lebanon,  who 
could  have  foreseen  that  the  resulting  near-destruction 
of  this  tiny  country  would  bring  about  a  dialogue— be  it 
ever  so  circumspect— between  Syria  and  Israel,  where  each 
could  clearly  understand  at  what  point  trespass  would 
trigger  holocaust?  Syria's  problems  in  trying  to  salvage 
Lebanon  (where  other  Arab  countries  often  have  very 
different  objectives)  has  made  tacit  understanding  with 
Israel  a  necessity— and  a  fact. 


Sadat's  total  split  with  Russia  and  his  embrace  of  China, 
following  closely  on  the  military  agreements  on  the  Sinai 
Peninsula,  have  further  lessened  the  likelihood  of  an 
Egyptian-led  assault  in  a  fifth  war  with  Israel. 

Saudi  Arabia's  vast  industrialization  programs  are  giving 
the  Saudis  further  incentive  to  push  for  Middle  East 
peace.  They  know  that  a  new  war  would  strengthen  Russia 
and  Communism  in  the  Arab  world  and  would  intensify 
emotional  hostility  toward  the  United  States,  to  whom 
they  ultimately  must  look  for  security  against  their  su- 
perpower neighbor. 

So,  there's  more  than  a  glimmer  of  hope  today  in 
the  Mideast. 

There's  real  substance  for  hope. 


YET  WE  COULD  BE  KNOCKED  FLAT 


ff  an  Arab-Israeli  war  erupts. 

An  Arab  embargo  would  follow  the  Brst  bullets,  and 
our  dependency  on  Mideast  oil  is  greater  today  than  it 
was  at  the  start  of  the  last  one.  Within  days,  our  economy 
would  begin  contracting.  In  a  matter  of  months  our  econo- 


my  and    our   way    of   life    would   be    chaotic. 

We  must,  and  immediately,  get  about  storing  biUions  of 

gallons  of  oil  necessary  to  keep  us  running  for,   at  the 

least,  six  months. 
Regardless  of  price. 


FIELD  DAY  FOR 

Except  for  the  two-dozen  demised  presidential  aspirants 
and  their  more  fanatical  financial  and  political  backers, 
the  Democratic  Party  at  this  point  is  having  a  ball. 

Instead  of  a  Convention  that  looked  like  it  might  du- 
plicate the  1924  deadlocked  debacle,  theirs  will  be  a 
Coronation.   And  they've  high  hopes   that  their  primary 


THE  DEMOCRATS 

crossover  votes  will  set  up  Mr.  Reagan  as  the  Republican 
straw  man  for  Jimmy  Carter  in  November. 

Isn't  it  an  irony  how  things  are  turning  out— the  real 
convention  fight  will  be  the  Republican  one.  And  the 
voters  of  one  party,  the  Democratic  Party,  in  the  primaries 
are  determining  the  scenario  for  both  conclaves. 


JIMMY'S   ETHNIC  "BOO-BOO"  TURNS  INTO  BONANZA 


Here's  a  perfect  example  of  the  Carter  Political  Phe- 
nomenon: Jimmy  makes  a  speech  studded  with  Absolutely 
Forbidden  Phrases— "ethnic  purity,"  "black  intrusion"  and 
"alien  groups." 

There's  instant  furor  and  most  of  the  pun  di ting  Wise 


label  it  a  disaster  similar  to  Romney's  brainwashing  re- 
mark, which  washed  him  out  of  the  presidential  conten- 
tion, and  to  Muskie's  New  Hampshire  tears,  which  dropped 
him  from  the  race. 

No  such  thing.  Fervent  reassurances  to  the  black  com- 
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inunity  and  embraces  from  Martin  Luther  King's  father      fearS,  but  for  political  reasons  has  to  back  oflF  from  words 


restore  Jimmy's  Black  Magic. 

And  the  Silent  Whites  (who'd  never  speak  of  their 
worry  about  mixing  their  neighborhoods  and  schools)  join 
the  rednecks  in  concluding  that  Jimmy  really  shares  their 


that  express  his  real  feelings. 

Now  who  else  could  have  turned  apparent  disaster  into 
a  voting  harvest  at  the  ensuing  primary? 

Absolutely  amazing,  isn't  it. 


CHRYSLER 

I  think  John  Riccardo's  got  it. 

KIDS  ARE  SO  SHARP— AND  PHONETIC 


Our  son,  Robert,  has  produced  a  first-rate  documentary 
film  on  Forbes  Magazine's  unsuccessful  eflFort  to  balloon  at 
40,000  feet  across  the  United  States  to  Europe.  After  the 
film  was  shown  at  a  day  school,  many  youngsters  wrote 
letters  of  thanks,  some  with  questions: 
"Why  do  people  want  to  cross  the  oceen?" 
"What  happens  if  you  fell  out  right  in  the  middle 

of  the  Atlantic?" 
"How  long  can  a  bloon  last?" 
"How  much  does  a  blewn  way?" 
"Why  were  the  osegent  tanks  flamibul  and  where 

could  you  go  to  the  bathroom?" 
The  film  includes  a  brief  documentary  history  of 
earlier  Atlantic  attempts,  which  moved  one  young  lady 
to  ask,  "If  you  made  the  film  how  did  you  get  the  olden 
day  pople  in  the  bloen  and  the  famas  men?  Sighn,  Sally, 
greenitch,  Coon." 


The  misspellings  are  often  phonetically  sensible: 
"Thank  you  for  coming  to  are  scool  Come  agen." 
"How  are  you  sopose  to  get  it  of  the  ground?" 
"Did  your  father  get  hert?" 

"How  much   did  the  baloon  weih  and  how  long 

would    it   have    takin    to    get    over   the    oshin?" 

"I  liked  the  movys.   I  tout  I  learned  a  lot  about 

bloons." 
"My  qesshon— did  eny  body  get  cild?" 
Commenting  on   Bob's   ample   locks,   one   young  lady 
wrote: 

"I  hke  your  long  hair.  It's  longer  than  my  big  sister's." 
And  another  wrote, 

"Can  you  come  back  and  show  me  the  movies  be- 
cause I  was  abcent." 
Stephanie  concluded  with  this  observation: 
"I  bked  the  part  when  your  father  could  have  died." 


PULITZER   PRIZES   ARE   STILL  IT 


There  are  thousands  of  awards— probably  millions— for 
all  sorts  of  things,  including  dozens  and  dozens  of  them 
for  all  the  varieties  of  literature— that  embracing  term 
even  includes  journalism. 

But  the  Pulitzer  Prize  remains  the  ultimate. 

By  virtue  of  its  thorough  and  often  expert  Jury  cum  Ad- 
visory Board,  the  choices  don't  too  often  miss  too  widely. 

Particularly  in  journalism.  For  instance,  the  recognition 
of  the  New  York  Times'  Sydney  Schanberg  who  stayed 
on,  at  very  real  risk  to  his  life  and  the  prospect  of  in- 
definite imprisonment,  to  report  with  graphic  brilliance 
the  Communist  takeover  in  Cambodia. 


Another  Pulitzer  went  to  the  Anchorage  Daily  News 
for  its  hard  dug-out  series  on  the  Teamster  Union's  oc- 
topus-enveloping of  all  facets  of  Alaska's  public  and  eco- 
nomic life.  That  newspaper,  with  a  mere  circulation  of 
16,500,  has  a  staffs  of  only  20, 

Other  awards  went  to  James  Risser  of  the  Des  Moines 
Register  for  his  stories  on  the  corruption  in  grain  export- 
ing, and  to  Gene  Miller  of  the  Miami  Herald  for  over  8)2 
years  of  reporting  that  led  to  the  exoneration  of  two  men 
twice  sentenced  to  death  in  Florida. 

Such  choices  make  the  Pulitzer  the  most  prestigious 
recognition  of  all. 


PREPORNO  NOSTALGIA  NOTES 

Remember  when  the  whole  country  was   involved  in  And  how  many  newspaper  editors  were  so  shocked  they 

debating  the  Great  Decision  over  whether  Clark  Gable  refused  to  print  the  International  News  Service  lead  on 

in  Gone  With   The   Wind  should  be  permitted   to   say,  the  FBI  wipeout  of  the  Depression's  most  famed  gangster: 

"Frankly,  my  dear,  I  don't  give  a  damn"?  "Dillinger  Got  His  Last  Night"? 


LONELINESS 

is  the  worst— 

aloneness  too  long  is  impossible. 

To  be  is  to  need  and  be  needed  by  others. 
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WITH  APOLOGIES  TO  ROBERT  BURNS 

O  wad  some  Pow'r  the  gif  tie  gie  us 

to  be  loved  as  well 

by  those  we  love  so  well. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Child^s  Play 

An  emissary  from  the  Treasury  just 
back  from  a  trip  through  the  Mideast 
brought  this  message:  "Every  Arab 
leader  I  talked  to  says  that  if  there  is 
another  war  in  the  area  we'll  see  an 
oil  embargo  that  will  make  the  1973- 
74  version  look  like  child's  play." 

—U.S.  News  6-  World  Report. 

Strange  Shipwreck 

What  with  their  heavy  losses  on 
big  risks,  it  was  probably  inevitable 
that  maritime  insurers  should  begin 
to  get  nervous  and  suspicious,  espe- 
cially about  losses  in  a  notoriously 
swollen  tanker  fleet.  Faced  with  pos- 
sible claims  for  $50  million  on  the 
Olympic  Bravery,  which  was  wrecked 
on  rocks  off  the  French  coast  only 
hours  after  leaving  the  shipyard,  in- 
surers duly  noted  a  remarkable  state- 
ment a  shipowner  made  to  Le  Monde 
last  week.  Said  M.  Pierre-Eduaro 
Cangardel,  president  of  the  Com- 
mittee of  Shipowners  of  France,  "It  is 
surprising,  to  say  no  more,  that  a 
brand-new   ship   should   be   wrecked 


on  the  rocks  when  the  marking  of 
channels  in  the  Ushant  region  is  not 
inadequate.  One  of  the  most  curious 
points  is  that  the  ship  did  not  at  any 
time  send  out  an  SOS." 

—Barron's. 

College  Reunions 

Some  things  in  life  justify  them- 
selves emotionally,  without  necessity 
for  analytic  reasoning.  On  the  whole, 
Princeton  retmions  fall  in  that  cate- 
gory. In  my  moralizing  moments,  I 
may  regret  that  reimions  are  too  great- 
ly inspired  by  the  prayer:  "Make  me  a 
sophomore  again  just  for  tonight," 
which  prayer,  with  the  aid  of  a  some- 
times excessive  consvunption  of  the 
spirituous,  rather  than  the  spiritual, 
often  seems  to  be  granted. 

—Norman  Thomas,  Princeton  '05. 

iVo  Interviews,  Thank  You 

...  I  think  that  people  who  offer 
writing  to  the  world,  or  their  paint- 
ings or  music,  have  a  right  to  a  quiet 
private  Hfe,  when  they  can  meditate 
and  think  of  interesting  ideas  they 
might  want  to  write  about.  ...  I  am 


now  81  years  of  age,  and  I  feel,  hav- 
ing just  published  my  81st  book, 
that  I  am  entitled  to  enjoy  the  happi- 
ness of  a  quiet  life.  .  .  .  Sorry  if  I 
seem  disobliging,  but  at  81  one  does 
know  one's  own  mind  and  avoids  what 
one  does  not  hke. 

—Agatha  Christie,  in  response 

to  a  request  for  an  interview, 

in  the  New  Yorker. 

Father 

He  has  a  little  hair  and  is  also  very 
funny.  He  talks  a  lot  and  sometimes 
when  I  have  trouble  tmderstanding  a 
word  he  goes  through  a  big  thing. 
Like  when  I  didn't  imderstand  the 
word  biology  it  took  him  15  min- 
utes to  explain. 

— Dena  Levine,  in  The  Spicy 

Meatball,  a  publication  written 

by  New  York  City  schoolchildren, 

ages  8  to  12. 

Eye  of  the  ISeedle 

I  pray  for  her  health. 

—Retailer  Martha  Phillips,  in  W, 

talking  about  a  customer  who  spends 

$250,000  a  year  on  clothes. 


WALLACITES  AND  THE  GOP 

by  M.S.  Forbes  Jr. 


George  Wallace  and  his  backers 
began  1976  with  hopes  of  gaining 
a  decisive  voice  over  the  choice  of 
the  Democratic  presidential  nomi- 
nee. Instead,  in  one  of  the  supreme 
ironies  of  this  campaign,  WaUace's 
Democratic  supporters  are  now 
playing  that  very  same  role  in  the 
Republican  race.  With  their  hero  a 
victim  of  Jimmy  Carter,  Wallacites 
have  felt  free  to  cross  over  into  the 
GOP  primaries  to  vote  for  what 
they  consider  to  be  the  next  best 
thing,  Ronald  Reagan. 

Wallace  Democrats  enabled  the 
former  California  governor  to  stay 
alive  by  helping  him  win  a  victory 
in  North  Carolina.  Wallacites  tri- 
pled the  normal  turnout  in  the 
Texas  ^Republican  primary,  and 
Reagan  gained  considerable  mo- 
mentum. In  Indiana,  a  midwestem 
state  Ford  was  heavily  favored  to 
win,  100,000  Wallace  crossovers 
dealt  the  President  a  crippling  psy- 
chological defeat. 

The  only  truly  Republican  pri- 
mary Reagan  has  won  so  far  is  Ne- 
braska, and,  considering  the  ire  of 
farmers  over  Ford's  brief  grain  em- 
bargo last  year,  that's  hardly  a 
smprise. 


If  it  hadn't  been  for  Wallace 
Democrats,  Reagan  would  have 
been  out  of  the  RepubUcan  race 
by  now.  Now  because  of  them,  he 
might  win  it. 

All  of  which  makes  surprising 
the  fact  that  President  Ford  hasn't 
made  more  of  the  fact.  Why  did 
he  say,  "You  betl"  when  asked  if 
he  would  win  in  Michigan,  when 
a  much  shrewder  answer  would 
have  been,  "Among  Republicans, 
yes.  But  with  the  Wallace  cross- 
overs, how  can  I?"  Instead,  the 
President  joins  Reagan  in  wooing 
Democrats  to  support  him  in  a  Re- 
pubhcan  primary,  passing  up  a 
beautiful  opportunity  to  use  the 
Wallace  crossovers  to  throw  Rea- 
gan on  the  defensive  and  to  pre- 
vent the  actor  (no  one  has  looked 
and  sounded  so  presidential  since 
Warren  Harding)  from  gaining  too 
much  advantage  in  winning  any  of 
the  remaining  primaries. 
#     *     * 

The  spectacle  of  Wallace  Demo- 
crats playing  a  major  role  in  choos- 
ing the  RepubUcan  presidential 
nominee  is  another  example  of  how 
crossover  voting  in  primaries  makes 
a  farce  of  our  elective  poUtics.  Why 


should  members  of  one  party  de- 
termine the  nominee  of  the  oppos- 
ing party? 

American  history  is  replete  with 
examples  of  one  party's  supporters 
nominating  the  other  party's  weak- 
est candidate.  Years  ago,  Frank 
"I  am  the  law"  Hague  turned  the 
practice  into  a  fine  art  in  New  Jer- 
sey. In  1972  Wallace  and  McGov- 
em  both  benefited  mightily  from 
cynical  Republican  crossovers. 

Yet  this  practice  is  still  thought 
by  many  to  be  a  reform  in  elec- 
toral politics,  that  it  somehow 
makes  politics  more  "democratic." 
It  does  just  the  opposite. 

Earlier  this  year.  New  Jersey 
made  impossible  in  that  state  the 
type  of  activity  we're  now  seeing 
with  Wallace's  supporters.  Other 
states  should  follow  suit.  As  this 
column  pointed  out  six  months  ago, 
"Party  primaries  shouldn't  be  con- 
fused with  general  elections.  Re- 
publicans should  nominate  Re- 
publicans; Democrats,  Democrats; 
independents  can  express  their 
preference  in  the  general  election. 
Crossover  voting  subverts  one  of 
the  strengths  of  American  politics: 
the  two-party  system." 
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Marathon  Energy,  Ltd, 


A  Wholly  Owned  Subsidiary  of 


Marathon  Oil  Company 


has  acquired  more  than  95%  of  the 
outstanding  Common  Stock  of 


Pan  Ocean  Oil  Corporation 


The  undersigned  initiated  the  above  transaction  and  acted 
as  financial  advisor  to  Pan  Ocean  Oil  Corporation. 


MORGAN  STANLEY  &  CO. 

Incorporated 


May  A,  1976. 


Forbes 


U.S.  Arms 

For  Red  China? 

It  could  happen. 


The  fastest  way  to  stop  a  conversa- 
tion in  Washington  in  this  election 
year  is  to  ask  a  military  or  intelligence 
source  whether  it  is  true  that  the 
People's  Republic  of  China  has  made 
inquiries  about  buying  U.S.  defensive 
arms  and  arms  manufacturing  tech- 
niques. The  answer  is:  It  is  true,  but 
ofiBcially  unmentionable. 

All  exports  from  Western  countries 
to  Communist  countries  that  have 
any  military  potential  must  be  cleared 
through  an  allied  organization  called 
COCOM  (Coordinating  Committee 
—for  strategic  export  control  poli- 
cy). When  Britain's  Rolls-Royce  first 
wanted  to  sell  the  Chinese  machinery 
and  technology  to  produce  the  mih- 
tary  version  of  the  Spey  jet  engine  in 
1972,  the  U.S.  frowned  on  the  deal. 
But  last  year  the  U.S.  quietly  re- 
versed itself.  It  told  the  British  that 
if  they  wanted  to  bypass  COCOM 
on  the  Spey  deal  the  U.S.  would  not 
object.  The  British  have  since  signed 
a  $160-milUon  deal,  and  the  engine 
will  be  used  in  a  new  Chinese  fighter 
plane.  Similarly,  the  Chinese  recently 
bought  French  helicopters. 

This,  of  course,  is  not  the  same 
thing  as  buying  directly  from  the  U.S., 
but  there  are  two  things  to  remem- 
ber: 1)  The  U.S.  did  not  use  its  veto 
in  either  case,  and  2)  There  are  very 
few  pieces  of  European  military  hard- 
ware that  do  not  incorporate  U.S. 
components  and  U.S.  technology. 

Although  no  one  in  authority  on 
either  side  would  be  quoted  for  the 
record,  Forbes  has  learned  that  pri- 
vate and  "unofficial"  contacts  are  go- 


ing on  between  the  two  countries.  Ac- 
cording to  one  high-ranking  U.S.  in- 
telligence officer,  "They  [the  Chinese] 
have  tried  to  buy  helicopters  here. 
They  would  like  U.S. -designed  anti- 
submarine warfare  equipment.  And, 
particularly  after  the  Yom  Kippur 
war,  they  have  been  expressing  inter- 
est in  our  advanced  antitank  weapons 
like  the  TOW  [tube-launched,  opti- 
cally-tracked, wire-guided]  missile. 

"They  are  especially  interested,"  he 
adds,  "in  technology  in  the  gray  area 
between  military  and  civilian.  For  ex- 
ample, they  recently  tried  to  buy  a 
seismic  computer  here  that  could  also 
be   used   in    antisubmarine    warfare." 

Knowhow,  Not  Hardware 

The  intelligence  man  emphasizes 
that  what  is  involved  is  not  so  much 
hardware  as  technology  and  machin- 
ery, such  as  were  involved  in  the  Spey 
deal  with  Britain.  The  Chinese  would 
especially  like  U.S.  electronic  and 
optical  technology.  Chinese  security 
considerations  would  rule  out  direct 
import  of  finished  weapons. 

What  on  earth  could  the  People's 
Republic  offer  the  U.S.  that  woidd  be 
half  as  valuable  as  our  military  tech- 
nology would  be  to  them?  The  an- 
swer lies  in  that  place  where  ideology 
yields  to  power  realities.  The  fact  is 
that  both  countries  are  disturbed  by 
Soviet  Russia— the  Chinese,  because 
of  the  big,  sophisticated  Soviet  forces 
on  their  frontier,  the  U.S.,  because 
we  resent  Soviet  trouble-making  in 
the  Middle  East  and  in  Africa— to  say 
nothing  of  the  Soviet  arms  buildup. 


By  helping  build  Chinese  defensive 
military  capability,  even  slighdy,  the 
U.S.  would  put  pressure  on  the  So- 
viets and  at  least  somewhat  lessen 
their  ability  to  do  mischief  elsewhere, 
in  Europe,  perhaps.  It  has  not,  for  ex- 
ample, been  lost  on  poHtical  observers 
that  the  People's  RepubUc  joined  the 
U.S.  in  condemning  Soviet-backed 
Cuban  intervention  in  Angola.  "There 
are,"  says  a  Defense  Department  of- 
ficial, "benefits  in  this  for  both  of  us." 

Talking— ffirting  mi^t  be  a  better 
word— is  one  thing  and  signing  deals 
is  quite  another.  Nothing  is  likely  to 
happen  until  after  the  U.S.  Presi- 
dential election— the  issue  is  too  hot 
for  any  candidate  to  handle.  As  for 
the  Chinese,  any  official  who  too 
openly  favors  acquiring  Western  tech- 
nology risks  being  purged  by  one  of 
the  radical  factions. 

Currently,  moreover,  the  Chinese 
are  strapped  for  cash,  but  this  wiU 
change  as  their  oil  exports  grow. 

The  basic  fact  is  that  Chinese  mili- 
tary technology  is  falling  further 
behind  that  of  the  Russians  all  the 
time.  To  upgrade  it  in  any  reasonable 
period  of  time,  the  Chinese  will  have 
to  buy  from  the  West— which,  ulti- 
mately, means  the  U.S. 

How  fast  this  market  opens  up  is 
really  dependent  on  the  domestic 
politics  of  the  U.S.  and  China.  Both 
are  facing  "succession  struggles."  The 
leadership  in  both  countries  is  divided 
on  the  issue.  If  the  Soviet  Union 
makes  any  more  serious  power  plays 
like  Angola,  we  could  see  one  of  the 
most   surprising   twists    in    history.   ■ 


"Oie  Chinese  face  1970s  Russian  planes  with  their  1950s  models. 
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Painting  Tiie  Tape 

This  particular  art  form  is  against  the  law,  but  some 
Amex  option  specialists  were  indulging  in  it. 


On  Mar.  31  the  American  Stock 
Exchange  said  it  had  "identified 
a  number  of  instances"  of  trades  re- 
ported on  the  ticker  tape  that  did  not 
take  place.  Wall  Streeters  call  this 
"painting  the  tape."  But  no  matter 
what  it  is  called  and  how  it  is  ex- 
plained, color  it  phony  and  label  it  il- 
legal. Security  trading,  after  all,  is 
supposed  to  deal  in  numbers,  not  in 
brush  strokes. 

What  began  as  an  Amex  inquiry 
has  blossomed  into  a  full-scale  in- 
vestigation of  phantom  trades  by  the 
Amex  and  the  Securities  &  Exchange 
Commission.  The  Government  has  al- 
ready served  subpoenas  on  those  be- 
lieved to  have  written  phony  trades 
and  on  their  superiors,  who  were  ex- 
pected to  prevent  this  sort  of  fiddling. 

Until  now,  listed  option-trading  has 
been  well-policed  and  remarkably  free 
from  scandal.  This  has  helped  it  be- 
come a  huge  business  and  a  mighty 
source  of  commission  revenue  for  the 
brokerage  houses.  Not  surprisingly, 
therefore.  The  Street  is  closing  ranks 
on  the  prospective  scandal  and  doing 
its  best  to  minimize  its  scope.  The 
Amex  does  acknowledge  that  some 
specialists  were  caught,  paint  brush 
metaphorically  in  hand,  but  refuses  to 
say  who  is  involved.  The  official  ver- 
sion is  that  the  painting  might  have 
been  done  with  the  best  of  motives: 
to  ensure  a  more  orderly  market.  Be- 
yond this  neither  Amex  President  Paul 
Kolton  nor  the  SEC  will  go.  The  bet- 
ting around  The  Street,  however,  is 
there  is  much  more  to  it  than  this, 
that  so  far  the  public  has  seen  only 
the  tip  of  the  iceberg. 

Hushed  up  or  not,  the  limited  reve- 


lations to  date  have  obviously  fright- 
ened investors.  In  the  first  ten  trading 
days  in  May,  average  daily  trading 
volume  in  options  contracts  sank  27% 
on  the  Amex  as  compared  with  aver- 
age daily  trading  in  April;  on  the  rival 
Chicago  Board  Options  Exchange- 
so  far  scandal-free— the  drop-off  was 
only  1%.  Says  one  Amex  insider  who 
insists  on  anonymity:  "This  is  shaping 
up  as  the  most  thorough  investigation 
ever;  heads  will  roll." 

The  Amex  admits  that  some  spe- 
cialists have  been  painting  the  tape 
with  phony  trades  at  the  closing  to 
reflect  what  an  "appropriate"  trade 
would  have  been  if  it  had  actually 
been  executed  at  that  time. 

Picture  Of  A  Ghost 

Here's  how  such  a  phantom  trade 
would  work:  Options,  theoretically, 
fluctuate  with  the  price  changes  in  the 
underlying  stock.  For  example:  A  $30 
option  on  a  stock  selling  on  the  New 
York  Stock  Exchange  for  $38  could 
logically  be  trading  at  8)2  at  some 
point  in  the  day.  The  underlying 
stock  may  move,  say,  to  $40.  It  is 
possible  that  no  options  have  traded 
in  that  stock  since  its  move.  Because 
the  option  price  is  out  of  line  with  the 
underlying  stock  at  the  closing,  some 
Amex  .specialists  have,  in  cases  simi- 
lar to  this,  written  an  option  trade 
at  10  or  10)2  that  was  not  executed. 

Why?  The  generally  accepted  rea- 
son is  that  writing  an  adjusted  trade 
avoids  bookkeeping  problems  and  irate 
customers  the  next  day.  If  the  last 
trade  written  and  executed  was  at 
8)4,  the  specialist  would  be  flooded 
with  "calls"  the  next  day,  .so  the  rea- 


soning goes,  to  buy  these  options  at 
8)2.  In  fact,  no  one  could  buy  at 
that  price,  because  the  option  holder 
would  logically  demand  at  least  $10 
for  the  $30  option. 

No  one  on  The  Street  is  saying  that 
such  phony  trades  are  acceptable.  But 
most  say  that  they  are  understand- 
able and  that  the  motivation  behind 
such  trades  is  basically  honest. 

Maybe  so,  but  one  specialist,  who 
also  insists  on  anonymity,  pointed  out 
that  this  type  of  phantom  trade  would 
have  been  avoided  if  the  Amex  had  a 
system  similar  to  that  at  the  CBOE. 
On  the  Chicago  exchange,  if  an  op- 
tion price  is  out  of  line  with  the  un- 
derlying stock  at  closing,  two  market 
makers  might  write  a  token  trade  with 
each  other.  It  is  a  tiny  trade,  but  it  is 
actually  executed.  There  may  bo  more 
to  Amex  tape-painting  than  a  few 
corrective  brush  strokes  at  4  p.m. 

The  head  of  option  trading  for  one 
major  brokerage  house  says,  "I  have 
seen  what  I  thought  were  phony 
trades  during  the  day  on  several  oc- 
casions." He  spotted  these  trades  be.- 
cause  "they  were  out  of  line  with 
previous  trades  and  they  had  nothing 
to  do  with  adjusting  prices  at  the 
close."  But  he  would  not  elaborate 
on  v/hat  types  of  trades  he  saw  or  ■ 
what  the  motivation  behind  them 
could  have  been. 

Kenneth  B.  Platnick,  author  of  The 
Option  Game  and  editor  of  the  Op- 
tion Trader  newsletter,  was  willing  to 
explain  how  some  specialists  may  have 
been  demonstrating  their  artistic  flair. 
And  how  the  goal  cxHild  have  been 
gain  and  not  just  an  orderly  market. 

A  specialist,  says  Platnick,  may  be 
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long"  100  options  in  XYZ-that  is,  he 
has  purchased  100  options.  If  the  op- 
tions have  been  trading  around  3%, 
but  start  to  sHp  to  maybe  2%,  he  may 
be  concerned  that  the  price  will  either 
stay  at  2%  or  go  lower.  He  could 
write  a  phony  trade,  either  during 
the  day  or  at  closing,  at  3  or  354.  If 
this  is  done  during  the  day,  he  may 
'be  able  to  go  short  and  clear  at  the 
higher  price.  At  the  end  of  the  day 
the  3  or  3/4  would  appear  as  the  last 
written  trade  and  he  might  hope  to 
clear  at  that  price  when  the  market 
opened  the  next  morning. 

"Phony  trades  could  also  protect  a 
specialist's  capital  position  or  margin," 
says  Platnick.  Each  specialist's  mar- 
gins are  marked  to  market  every  day. 
Platnick  explains  how  a  specialist 
might  try  to  protect  his  margin  posi- 
tion and  why:  "Say  an  option  was 
trading  at  4  to  4%  and  then  drops  to 
3S.  If  the  option  closes  at  3%,  the 
specialist  will  have  his  capital  posi- 
tion figured  on  that  basis."  On  a  3/8 
close,  says  Platnick,  "he  may  get  a 
margin  call  and  have  to  put  $20,000 
more  into  his  margin  account."  If, 
however,  the  option  closes  at  the 
higher  figure,  his  margin  position 
holds.  "This,"  adds  Platnick,  "afi^ects 
his  ability  to  trade  the  next  day." 

Sorry,  Sold  Out 

A  third  possibility  could  be  called 
Platnick's  "supermarket  theory."  A 
supermarket  may  advertise  leg  of 
lamb  at  $1.19  a  pound,  but  when  you 
go  in  to  buy  one  at  that  price  you 
are  told,  "Sorry,  we've  run  out." 
Platnick  says  he  sometimes  sees  an 
option  quoted  between  2%  and  2%,  for 
example,  all  day.  But  the  executions 
are  being  done  at  2%.  An  expert,  he 
adds,  "knows  he  can't  get  it  on  the 
bid  side  at  2%  and  won't  try.  The  2^2 
may  perk  your  interest,  but  if  you 
call  in  you  will  be  told  that  there  is 
no  longer  a  chance  to  get  in  at  2)2." 
This  may  put  psychological  pressure 
on  the  buyer.  He  may  then  be  eager 
to  go  in  at  21». 

Platnick  says  he  has  seen  all  of  the 
above  irregularities  on  the  tape,  and 
several  other  tape-watchers  agree— on 
a  not-for-attribution  basis,  of  course. 

There  is  t^g  money  riding  on  op- 
tions—as much  as  $30  million  worth 
are  traded  on  a  heavy  day.  The  smell 
of  all  that  green  stufi^  is  heady  in- 
deed. It  was  perhaps  inevitable  that 
some  of  the  insiders  would  start  to 
cut  comers.  If  this  has  happened,  the 
Amex  authorities  and  the  SEC  would 
be  poorly  advised  if  they  treat  the 
miscreants  Ughtly  or  if  tiiey  try  to 
whitewash  the  tape-painting.  Option 
trading  is  an  activity  that  rests  heavily 
on  investor  confidence— which  leaves 
no  room  for  confidence  games.  ■ 
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Sharp-Tongued  Foreigner 

Zoltan  Merszei,  salty  new  boss  at  Dow  Chemical,  won't 
kowtow  either  to  governments  or  competitors. 

Zoltan  Merszei  quickly  lets  you 
know  he's  for  protective  tariffs,  against 
featherbedding,  and  hates  bureau- 
cratic governments  that  deny  him 
breaks. 

"You'll  hear  a  lot  more  of  this  kind 
of  talk,"  says  the  feisty  Merszei,  53. 
Last  month  this  tart-tongued,  Hun- 
garian-born Canadian  citizen  became 
president  and  chief  executive  at  Dow 
Chemical  as  C.  Benson  Branch,  61, 
moved  up  to  chairman  upon  the  early 
retirement  of  Dow's  financial  wizard, 
Carl  Gerstacker,  59. 

Merszei's  first  U.S.  job  gives  him 
control  of  a  $l.l-billion  capital  bud- 
get, and  he  has  already  shown  he 
isn't  afraid  to  pack  up  and  move 
if  environmentalists  or  governments 
block  his  development  plans.  "Screw 
'em,"  he  snaps.  "Unless  we  are  really 
wanted,  to  hell  with  them.  There  are 
plenty  of  investment  opportunities  in 
the  world." 

Take  Yugoslavia.  This  spring  Mers- 
zei inked  a  $700-million  deal  for  a 
petrochemical  operation  to  go  on 
stream  at  Krk  beginning  in  1979, 
negotiations  that  involved  hefty  bar- 
gaining for  special  concessions  on 
equipment  import  duties. 

Aside  from  shunning  vacations  and, 
as  Merszei  puts  it,  "eating,  sleeping 
and  dreaming  Dow,"  how  does  a  for- 
eigner get  to  the  top  of  the  U.S.' 
third-largest  (after  du  Pont  and  Union 
Carbide),  most  profitable  (1975  net: 
$615  million  on  $4.9-billion  sales) 
chemical  maker?  Merszei  spent  World 
'  War  II  in  Switzerland  studying  ar- 
chitecture (his  father's  profession), 
left  Europe  in  1946  and  worked  brief- 
ly as  an  architect  for  E^pw  in  Toronto. 
"They  recognized  I  was  ambitious," 
he  recalls,  "and  told  me  to  get  into 
selling  if  I  wanted  to  get  ahead." 

A  chance  1950  meeting  at  a  base- 
ball game  in  Midland,  Mich,  with 
then  Dow  head  Leland  Doan  helped. 
Merszei  sold  Doan  on  Dow's  paying 
his  way  to  Japan  to  study  its  chemical 
industry;  at  the  time  Dow  had  al- 
most no  foreign  business.  Merszei 
looked  so  young  the  Japanese  thought 
he  was  a  Dow  family  member  on  a 
junket,  but  he  quickly  won  a  contract 
that  led  to  forming  Asahi-Dow,  itself 
now  a  $100-million-sales  joint  ven- 
ture. After  a  short  stint  in  Latin 
America,  Merszei  became  the  first 
president  of  Dow  in  Europe.  Working 
out  of  Zurich,  in  21  years  with  al- 
most no  acquisitions  he  built  a  $1.3- 
billion    operation    that    makes    more 


Merszei  of  Dow 

profits  than  Dow  had  sales  when 
Merszei  first  went  abroad.  All  told, 
Dow  now  takes  44%  of  its  sales  out- 
side of  the  U.S.  market,  and  even 
with  Europe  awash  in  surplus  chemi- 
cals during  1975,  still  gets  42%  of 
its  operating  income  abroad. 

Unlike  its  bigger  competitors,  Dow 
didn't  raise  sales  last  year.  Says  Mers- 
zei, "We  sacrificed  sales  to  be  certain 
to  improve  profits."  That  it  did,  by 
5%,  while  du  Pont  was  off  39%  and 
Monsanto  and  Union  Carbide  were 
down  5%  and  27%,  respectively. 

And  this  year?  Chemical  prices  are 
starting  to  firm  and  Dow  should  chalk 
up  another  good  year,  earning  per- 
haps $4  vs.  1975's  $3.32.  "We're  not 
going  to  show  gains  like  the  others," 
admits  Merszei,  'T)ut  just  remember 
where  they  are  coming  from." 

For  all  its  growth,  Dow  has  little 
fat.  For  example,  du  Pont,  which  is 
half  again  as  large  in  sales,  now  has 
2M  employees  for  every  person  on 
Dow's  payroll.  One  result:  Dow  earns 
13  cents  on  the  sales  dollar  vs.  4 
cents  for  du  Pont. 

"My  ambition  is  for  Dow  to  be  No. 
One  worldwide  in  chemicals,"  says 
Merszei.  Absurd?  Retorts  Merszei, 
whose  hobby  is  his  1,000- volume 
history  library:  "Look  at  the  past. 
Look  at  all  the  people  we've  already 
left  behind."  ■ 
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The 

New  Television 

A  new^  potentially  multibillion-dollar 
industry  is  about  to  be  born. 
Soon  you  will  be  able  to  "see"  a  record 
as  well  as  hear  one. 


On  four  conventional  color-TV 
screens  on  the  49th  floor  of  the 
RCA  building  in  New  York,  George 
C.  Scott  as  General  Patton  is  direct- 
ing the  defeat  of  the  Afrika  Korps. 
The  images  of  desert  warfare  are 
clear  and  sharp.  The  sound  of  artil- 
lery crashes  through  high-fidelity 
speakers. 

Between  the  TV  screens,  spinning 
at  450  revolutions  per  minute,  is  the 
source  of  both  the  excerpted  sound 
and  picture:  a  translucent  demon- 
stration record  with  a  rainbow  shim- 
mering on  its  surface  like  the  ghost 
of  the  NBC  peacock. 

Across   the   country  in   the   labora- 


tories of  MCA's  Disco- Vision  in  Tor- 
rance, Calif.,  an  equally  elegant  rec- 
ord is  turning.  This  one  is  clear  plastic 
coated  with  a  mirror-like  aluminum. 
Like  the  RCA  record,  it  is  12  inches 
in  diameter  and  it  plays  movies,  en- 
tertainment and  educational  films 
through  the  home  set.  But  the  two 
systems  are  also  radically  diff^erent— 
so  different  they  are  incompatible— 
and  they  are  set  to  slug  it  out  in  a 
marketing  battle  like  the  electronics 
entertainment  business  hasn't  seen 
since  color  TV. 

In  fact,  videodiscs  may  well  be  the 
biggest  thing  in  home  entertainment 
since   color   TV.    It   is   obviously   im- 


RCA  Victor's  famous  canine  will  be 
able  to  see  himself  listening  to  "His 
Master's  Voice"  on  new  RCA  videodiscs. 

possible  to  even  guess  how  big  the 
market  could  be,  but  a  little  specula- 
tion would  not  be  out  of  order. 

There  are  roughly  50  million  U.S. 
homes  with  color  TV.  If  even  one- 
fourth  of  these  homes  eventually 
buys  a  videoplayer,  and  if  the  typical 
owner  buys  even  one  disc  a  month, 
you  are  talking  about  a  $1 -billion- 
plus  market  in  the  discs  alone.  This 
won't  happen  overnight,  but  it  could 
happen  within  five  years.  True,  it 
took  color  TV  20  years  to  go  from 
pioneering  to  saturation,  but  color 
TV  was  held  back  by  a  lack  of  pro- 
gramming in  the  early  days.  No  such 
handicap  exists  for  videodiscs,  be- 
cause the  programming  and  the  hard- 
ware are  being  developed  at  the  same 
time  by  the  same  companies. 

What  about  cable  pay-TV?  For  the 
networks,  the  videodiscs  are  a  god- 


Videodiscs  in  action:  Doing  homework,  watching 

a  shoot-'em-up,  learning  to  cook,  practicing  golf  swings 

Educational  programming  will  be  a  major  thrust. 


24 


FORBES,   JUNE    1,    1976 


send,  because  the  networks  are  barred 
by  the  Federal  Communications  Com- 
mission from  owning  cable  systems. 
By  getting  into  videodiscs— in  hard- 
ware hke  RCA  or  in  programming  as 
CBS  says  it  will  be— they  have  a  weap- 
on of  their  own  in  the  rapidly  ex- 
panding pay-TV  arena.  Whereas  the 
network  show  is,  by  its  very  nature, 
restricted  to  items  that  can  attract 
audiences  running  into  the  tens  of 
millions,  pay-TV  opens  vast  program- 
ming (and  audience)  possibilities  of 
a  specialty  nature.  Furthermore,  there 
are  no  regulatory  problems  with  vid- 
eodiscs, and  every  home  equipped 
with  color  TV-75%  in  the  U.S.-is  al- 
ready half  ready  for  them. 

Next  year,  at  least  in  parts  of  the 
U.S.,  you  will  be  able  to  buy  a  video- 
disc for  $10  and  a  record  player  for 
$500  on  which  you  can  play  first- 
iim  movies,  concerts,  operas  and 
Broadway  shows  through  your  TV  set. 

Expensive?  In  a  way,  yes,  but  in 
another  way,  no.  In  many  parts  of 
the  country  it  costs  more  than  $10  to 
buy  a  pair  of  movie  tickets,  park 
your  car  and  buy  a  bag  of  popcorn 
—to  say  nothing  of  paying  babysitters. 
With  the  videodisc,  you  watch  in  the 
comfort  of  your  own  home,  you  can 
invite  the  neighbors  to  share  it  with 
you  and  you  are  not  limited  to  the 
relatively  few  films  currendy  playing 
in  your  particular  neck  of  the  woods. 

Billion-Dollar  Market? 

Quite  obviously,  the  potential  for 
videodiscs  is  enormous.  Last  year 
Americans  spent  about  $2.5  billion  on 
phonograph  records  and  another  $1.9 
billion  on  movie  admissions.  Ten  years 
out  it  is  possible  to  conceive  of  video- 
discs as  an  industry  of  movie  or  record 
industry  magnitude— or  perhaps  big- 
ger. Won't  the  fan  willing  to  pay  $6 
to  listen  to  his  favorite  singer  on  a 
phonograph  record  willingly  shell  out 
$4  more  to  see  and  hear  him? 

A  business  of  this  potential  magni- 
tude could  make  a  big  di£Ference  even 
to  giant  companies  like  RCA  Corp., 
and  RCA  is  betting  very  big  money 
that  the  videodisc  will  be  very  big 
business.  So  are  MCA,  Inc.,  the  Holly- 
wood entertainment  conglomerate, 
and  N.V.  .Philips'  Gloeilampenfab- 
rieken,    the^  Dutch   electronics    giant. 

Philips  and  MCA  say  they  are  com- 
mitted to  regional  marketing  of  the 
optical  videodisc  system  some  time 
next  year.  It  is  a  brilliantly  conceived 
piece  of  electronics  that  reproduces 
TV  signals  by  the  light  of  a  laser— 
and  does  some  amazing  things. 

RCA  won't  put  an  exact  date  on 
introduction  of  its  very  diflFerent  Se- 
lecta Vision  player  and  records,  but 
quite  clearly  it  has  no  intention  of 
being   left    behind.    RCA's    player    is 


Sonnenfeldt  of  RCA 

simpler,  but  the  company  thinks  that 
its  player  and  records  are  both  closer 
to  volume  production  than  are  those 
of  MCA  and  Philips.  RCA's  introduc- 
tion could  come  at  any  time  but  prob- 
ably won't  before  mid- 1977. 

Despite  their  technological  diflFer- 
ences,  the  two  systems  have  basic 
similarities:  Both  use  12-inch  records 
that  spin  on  a  turntable  and  can  be 
mass-produced.  Neither  oflFers  the  re- 
cording capability  that  tape  does;  you 
buy  the  record  and  play  what's  on  it. 
Both  plan  to  offer  programming  em- 
phasizing movies  and  including  edu- 
cational,  how-to  and  cultural  shows. 

Most  important,  they  both  plan  to 
make  records  that  will  sell  for  around 
$10  to  $18  for  a  full-length  movie 
and  players  for  $500— the  lowest 
prices  ever  for  home  TV  record  sys- 
tems. By  getting  the  price  to  those 
levels,  they  hope  to  crack  a  mass  mar- 
ket that  has  never  been  cracked  be- 
fore. Others  have  tried  and  failed 
spectacularly. 

The   differences   between   the   two 


systems,  however,  are  fundamental. 
They  turn  the  microscopic  bumps  and 
squiggles  on  their  records  into  TV 
pictures  in  completely  different  ways. 
The  Philips/ MCA  system  bounces  a 
low-power  laser  beam  off  the  record 
without  touching  it.  The  RCA  pickup 
stylus  rides  in  the  groove  of  the  record 
like  a  phonograph  needle.  Because 
the  Philips/ MCA  system  uses  the  sci- 
ence of  optics,  it  is  called  an  "optical 
system."  Because  the  RCA  metal 
tipped  sapphire  stylus  senses  tiny 
changes  in  electrical  capacitance  to 
produce  the  signal,  it  is  called  a  "ca- 
pacitance system." 
Other  differences : 

•  MCA  discs  are  recorded  on  one 
side  only,  30  minutes  for  a  12-inch 
disc.  RCA's  are  recorded  on  both 
sides,  an  hour  for  the  same  size.  MCA 
says  an  MCA-owned  movie  will  cost 
$10,  no  matter  how  many  discs  are 
required  for  it.  RCA's  projected  re- 
tail price  for  a  one-hour  disc  is  $10 
and  for  a  full-length  movie  $15  to  $18. 

•  The  Philips-made  player,  since 
it  doesn't  touch  the  record,  can  do 
things  the  RCA  system  can't:  speed 
up  the  program,  slow  it  down,  freeze 
the  action,  or  "crawl"  frame  by  frame 
like  a  slide  projector.  Because  its  laser- 
beam  pickup  is  focused  through  a 
clear  plastic  sheathing  to  the  mirrored 
surface  below,  it  "ignores"  everything 
out  of  focus.  So  fingerprints  or  dust 
on  the  surface  don't  disturb  the  pic- 
ture. And  because  there  is  no  actual 
contact  with  the  discs,  they  last  vir- 
tually forever. 


The  Philips/MCA  disc,  because  of  its  flexibility,  is  well  adapted  to  how- 
to  programs.  It  may  also  be  the  wave  of  the  future  in  the  record  business. 
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•  Because  the  RCA  pickup  stylus 
rides  in  the  grooves  of  the  record,  it 
doesn't  need  the  controls  the  industry 
calls  "servo  systems"  to  stay  on 
track.  RCA  says  its  technology  is  sim- 
pler, deliberately  so,  and  will  be 
cheaper  to  produce— and  outside  ex- 
perts agree. 

•  The  Philips/ MCA  disc  rotates 
four  times  as  fast  as  the  RCA  disc— 
1,800  rpm.  It  is  a  key  difference,  for 
it  makes  possible  many  of  the  capa- 
bilities of  the  optical  system. 

RCA  will  manufacture  both  its  disc 
and  player.  Philips  will  make  the  Phil- 
ips/MCA system's  player  overseas  and 
its  U.S.  subsidiary,  Magnavox,  will 
make  it  in  the  U.S.  MCA  will  make 
the  records  and  provide  the  program- 
ming in  the  U.S.;  Polygram  (which 
is  50%  Philips  owned)  will  begin  the 
disc  production  in  Europe. 

In  addition,  RCA  has  licensed  seven 
other  manufacturers  who  want  to  be 
able  to  move  fast  if  the  capacitance 
system  takes  oflF.  These  companies  are 
keeping  their  options  open  on  other 
systems  as  well. 

Room  For  Two? 

Can  both  systems  survive  in  com- 
petition with  each  other?  Says  Robert 
T.  Cavanagh,  vice  president  of  North 
American  Philips:  "No,"  although  he 
says  they  might  "coexist"  in  the  mar- 
ketplace for  a  number  of  years  before 
one  drives  the  other  out. 

RCA  has  been  through  these  duels 
to  the  death  before.  Its  record  so  far: 
one  win,  one  loss.  The  RCA  electron- 
gun  color-TV  transmission  system  won 
out  over  CBS's  rotating  color  wheel 
in  the  early  1950s  after  a  long  bat- 
tle that  went  to  the  FCC  and  the 
U.S.  Supreme  Court.  But  the  RCA 
45-rpm  record  lost  out  in  the  mar- 
ketplace to  CBS's  33-rpm. 

RCA  is  pursuing  a  canny  strategy 
this  time.  Richard  E.  Sonnenfeldt, 
staflF  vice  president  for  Selecta Vision 
operations,  says  RCA  is  in  a  position 
to  go  from  prototype  to  assembly  line 
much  more  quickly  than  Philips/ 
MCA.  He  adds:  "If  we  go  into  the 
market  first,  I  don't  think  they  can 
ever  catch  us.  If  we  let  them  go  first, 
we  can  catch  them." 

In  addition  to  watching  Philips/ 
MCA,  RCA  has  its  eye  on  the  poten- 
tial competitive  position  of  video  re- 
cording systems  that  use  tape.  Tape 
has  one  great  advantage  over  discs: 
It  can  record  as  well  as  play  back. 
And  it  has  one  great  disadvantage: 
It  is  expensive,  both  for  programming 
and  for  equipment.  Sony,  whose 
Umatic  tape  systems  have  been  well 
received  in  the  industry,  now  has  a 
Betamax  home  recording  system  on 
the  market  for  $1,300.  The  question 
for     Sony     is:     How    much    further 


can    it    manage    to    cut    the    price? 

Against  Sony's  tape-based  strategy, 
Philips  and  MCA  are  fully  committed 
to  the  optical  system  as  the  eventual 
winner,  no  matter  who  is  on  the  mar- 
ket first.  They  see  mass-produced  pro- 
gramming on  tape  as  expensive  for  a 
long  time. 

Videodiscs  are  already  on  the  mar- 
ket in  Europe.  Telefunken  and  Decca 


Record  Co.  Ltd.  of  London  jointly  de- 
veloped the  stylus  type  TED  player, 
but  it  has  not  found  a  big  market 
and  production  has  been  temporarily 
suspended.  It  has  a  $650  player  and 
complete  programs  that  cost  between 
$4.30  and  $11.  But  each  disc  will 
play  for  only  ten  minutes. 

Zenith  Radio  Corp.  has  researched 
both  capacitance  and  optical  systems, 


Side  By  Side 


Philips/MCA 

RCA 

Player  Price 

$500 

$500 

Disc  Price 

"Somewhat  above"  LP  costs 
for  a  12-inch,  30-minute  disc 

$10  for  a  12-inch,  60-minute 
disc 

Playing  Time 
of  a  12"  Disc 

30  minutes  (recorded  on  one 
side  only) 

60  minutes  (recorded  on 
both  sides) 

Market  Entry 

1977  (regional  marketing) 

Mid-1977  or  early  1978 

Features: 


Picture  can  be  speeded  up, 
slowed  or  frozen.  Finger- 
prints or  dust  will  not  dis- 
tort picture.  Discs  can  be 
made  thick  or  thin,  including 
a  paper-thin  one  to  be  sent 
through  the  mails. 


The  use  of  a  grooved  disc 
eliminates  two  of  the  control 
systems  needed  for  optical 
systems.  Production  costs 
are  cheaper.  The  slower  rota- 
tional speed  reduces  prob- 
lems of  vibration. 


Recording 
System 

Laser  beam 

Electron  beam 

Player 
System 

Light   reflected   off   the  disc 
by  a  laser  in  pickup  arm 

Changes  in  electric  capaci- 
tance sensed  by  a  stylus 
in  a  groove 

Disc 
Material 

Plastic  coated  with  aluminum 
and     transparent     protective 
layer 

Vinyl  copolymer  coated  with 
metal,  dielectric  and  lubri- 
cant 

Disc 
Size 

12    or   8    inches   wide,    0.04 
inch  thick 

12  inches  wide,  0.07  inch 
thick 

Speed  of 
Rotation 

1,800  rpm 

450  rpm 

Life  of  Pickup 
Element 

Approx.  10,000  hours 

500  hours 

Life  of  Disc 

Virtually  unlimited 

"In  excess"  of  500  plays 

Manufacturers 


Philips  and  Magnavox  (play- 
er), MCA  and  Polygram 
(disc) 


RCA 
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concentrating  on  optical  technology 
for  18  months  now.  This  does  not 
mean  Zenith  has  committed  itself  to 
the  optical  system.  The  big  Chicago- 
based  TV-set  manufacttirer  takes  pains 
to  make  that  clear,  and  Senior  Vice 
President  Karl  H.  Horn  says:  "We 
don't  plan  to  introduce  a  video  player 
before  1979  at  the  earliest."  Matsu- 
shita of  Japan,  which  manufactures 
the  Panasonic  line  in  the  U.S.,  has  said 
it  may  decide  on  a  disc  system  some 
time  this  year,  but  seems  in  no  hurry. 
Says  a  spokesman:  "Both  Philips/ 
MCA  and  RCA  have  been  very  ener- 
getic about  trying  to  get  people  to 
jump  on  their  respective  bandwagons. 
But  neither  one  seems  to  be  rolling 
too  fast." 

With  both  sides  in  the  disc  battle 
committed  strategically,  a  tactical 
battle  is  going  on— a  war  of  words 
and  public  relations,  of  technical  de- 
bate and  delicate  positioning.  RCA  is 
an  old  hand  at  this  and  does  it  ex- 
pertly. On  the  wall  of  Sonnenfeldt's 
private  screening  room  in  the  RCA 
building  the  components  of  the  RCA 
player  are  tacked  up  on  a  pegboard 
to  emphasize  their  "off-the-shelf'  na- 
ture. The  display  looks  like  a  Heath- 
kit  do-it-yourself  project.  "People  have 
asked  if  it  might  sell  as  a  Heathldt 
someday,"  says  Sonnenfeldt.  "And  we 
wouldn't  be  reluctant  to  license  it." 

From  this  essential  simplicity,  says 
RCA,  comes  many  virtues:  reliability, 


lower  research  and  development  in- 
vestment, simpler  and  cheaper  pro- 
duction and  maintenance.  Says  Dr. 
James  Hillier,  RCA  vice  president  and 
senior  scientist:  "The  optical  system 
is  technologically  elegant.  For  pro- 
fessional broadcast  use  it  is  very  well 
suited.  But  we  think  our  system  is 
better  for  a  consumer  product."  As 
if  to  underline  the  point,  RCA  has 
exhibited  a  professional-use  optical 
system  at  a  meeting  of  the  National 
Association  of  Broadcasters. 

The  experts  think  highly  of  both 
systems.  But  RCA's  arguments  have 
been  persuasive  to  many,  including 
an  old  adversary:  Dr.  Peter  C.  Gold- 
mark,  former  president  and  director 
of  research  of  CBS  Laboratories. 
Goldmark  developed  both  the  CBS 
33-rpm  record  and  the  CBS  color-TV 
system.  He  also  developed  an  earlier 
entry  in  the  home  video  recording 
field,  CBS's  EVR  system,  an  $800 
player  that  was  not  successful. 


Goldmark  says  both  disc  systems 
are  good,  but  if  forced  to  choose,  he 
would  take  RCA's  because  of  "the 
two-sided  record  and  the  technology, 
which  is  more  conventional  and  which 
I  believe  will  be  more  reliable." 

Agrees  Robert  Gzepiel,  analyst  for 
Cyrus  J.  Lawrence:  "RCA's  system 
works  well  and  doesn't  require  tech- 
nological breakthroughs.  It's  practical 
and  the  costs  are  not  so  high  that  it 
can't  be  brought  to  market. 

"The  Philips/ MCA  system  performs 
superbly,  but  there  are  two  practical 
problems  with  it.  One  is  that  no  one 
has  yet  manufactured  a  mass-pro- 
duced product  that  uses  lasers.  And 
two,  there  are  differences  between 
Philips  and  MCA.  The  Dutch  will  be 
engineering  the  daylights  out  of  this 
thing,  while  the  Americans  will  want 
to  get  on  with  developing  a  practical 
consumer  product." 

The  optical  system  also  has  many 
proponents.  Analyst  Anthony  Hoffman 
of  Shields  Model  Roland  says  it  is 
"clearly  superior"  and  may  become 
the  record  industry  of  the  future.  Dr. 
Robert  Adler,  vice  president  for  re- 
search at  Zenith,  says  it  is  more  ex- 
pensive to  make  but  has  enormous 
possibilities.  Says  Adler:  "It  would  be 
a  pity  if  we  had  to  standardize  now 
on  a  system  that  does  not  do  all  these 
things." 

Philips  and  MCA  have  been  smart- 
ing for  a  long  time  over  the  RCA  "off- 


Playing  Chess  With  Bobby  Fischer:  The  Ultimate  TV  Game 


What's  "consumer  interactive  capa- 
bility"? It's  a  fancy  term  in  TV  for 
those  ping-pong-type  games  you  can 
play  on  your  TV  screens  or  buy  for 
your  home  set. 

Robert  T.  Cavanagh,  vice  presi- 
dent of  North  American  Philips 
Corp.,  whose  Magnavox  division 
makes  some  of  these  games,  some- 
times fantasizes  about  the  ultimate 
TV  game:  playing  chess  with  Bobby 
Fischer.  Don't  hold  your  breath;  it 
won't  be  on  the  market  tomorrow.  It 
may  never  be.  For  one  thing,  it  would 
require  a  minicomputer. 

What  it  would  involve,  Cavanagh 
says,  is  an  optical  videodisc  record 
whose  54,000  frames  carry  50,000  of 
Fischer's  chess  moves  in  actual  tour- 
nament play  over  the  years.  The  other 
4,000  frames  would  contain  chess  pro- 
gramming information,  which  is  then 
played  into  the  computer. 

"Then  you  need  an  input  to  the 
minicomputer— which  is  a  special  kind 
of  chessboaijd  whose  output  sees  not 
only  the  position  of  the  pieces  but 
what  each  piece  is,"  Cavanagh  says. 
"As  you  make  each  move,  that  in- 
formation   goes    into    the    computer. 


Then  the  computer  in  its  wisdom 
searches  through  the  file  to  the  right 
response.  Say  the  right  frame  is  Num- 
ber 26,252.  The  minicomputer  then 
searches   through  the   disc   and  pulls 


up  that  particular  frame  on  the  TV 
screen." 

After  all  that,  would  Bobby  Fischer 
still  be  able  to  beat  you?  "I  think  so," 
says  Cavanagh. 
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the-shelf  simplicity"  campaign.  Re- 
torts MCA  Vice  President  John  Find- 
later:  "Both  systems  are  essentially  ofiF 
the  shelf.  Both  systems  use  conven- 
tional parts.  Both  systems  will  be 
modularly  produced  for  easy  main- 
tenance and  repair.  And  there  is  noth- 
ing exotic  about  lasers.  They  are  sim- 
ply highly  eflBcient  sources  of  mono- 
chromatic light  with  long  life  and 
high  reliability."  Findlater  says  sev- 
eral manufacturers,  including  Phihps 
itself,  can  produce  them  for  as  little 
as  $10  to  $15  each. 

Microscope-Stable 

It  is  not  the  cost  of  the  laser  itself 
but  of  the  construction  required  for 
its  use  that  Adler  sees  as  important. 
It  will,  he  says,  increase  production 
costs  "significantly— by  more  than  10%" 
over  the  capacitance  system.  The  opti- 
cal system  must  be  built  with  mi- 
croscope-like stability  over  a  distance 
of  about  two  feet.  The  semiconductor 
diode  laser,  a  minilaser  now  under 
development,  will  shrink  this  distance 
to  about  two  inches  and  greatly  re- 
duce production  costs.  But  it  is  sev- 
eral years  out. 

In  the  meantime,  can  Philips  build 
a  player  that  sells  for  $500  without 
taking  a  loss  on  each  one?  Cavanagh 
declines  to  answer  this  question  direct- 
ly. He  says  Phihps  "expects  a  long- 
term  return  on  its  investment,"  but 
that  is  not  unusual  for  a  new  prod- 
uct. He  says:  "This  is  not  a  flash  in 
the  pan,  and  anyone  who  goes  into  it 
has  got  to  think  of  it  in  those  terms 
from  a  financial  standpoint." 

If  the  optical  player  is  more  com- 
phcated  than  RCA's,  its  discs  are  less 
so.  They  are  sturdy  and  easily  han- 
dled, while  RCA's  discs  should  be 
treated  like  phonograph  records.  And 
the  capabilities  of  the  optical  disc  are 
impressive.  Each  one  of  its  54,000 
tracks  corresponds  to  one  TV  "frame." 
Its  1,800-rpm  rotation  works  out  to 
one  frame  a  rotation.  By  jumping  its 
tiny  Ught  spot  back  one  frame  per 


revolution,  the  picture  can  be  frozen. 
Jump  back  once  every  other  revolu- 
tion—presto! slow  motion.  So,  since 
the  action  can  be  stopped  and  froz- 
en anywhere,  it  can  be  used  for  com- 
phcated  teaching  techniques,  like 
playing  the  guitar.  Learning  to  cook 
is  a  cinch— just  freeze  the  picture  if 
you  fall  behind  ladling  out  the  sugar. 
Practicing  your  golf  swing?  Stop  the 
pro  in  the  middle  of  his  and  study  it. 
Going  to  the  bathroom?  Answering 
the  telephone?  Again,  it's  simple  to 
freeze  the  TV  action.  (RCA's  picture 
can't  be  frozen,  but  the  stylus  can  be 
lifted  at  the  push  of  a  button  to  sus- 
pend and  later  resume  the  program. ) 

The  Philips/ MCA  system  also  has 
an  encoding  device  that  enables  vis- 
ual location  of  any  frame.  Each  disc 
thus  amounts  to  an  information  bank 
of  54,000  slides.  Says  Cavanagh: 
"This  is  not  just  the  philosophy  of 
sitting  there  watching  the  boob  tube." 

In  the  end,  the  technical  argument 
will  be  decided  with  finality  in  the 
marketplace  by  consumers  who  don't 
know  what  "optical"  or  "capacitance" 
means  and  don't  care.  What  they  will 
care  about  is  what's  on  the  screen. 

Is  the  public  ready  to  spend  $500 
for  a  machine  and  $10  or  more  for 
records?  Optimism  is  essential  in  the 
"home  entertainment  center"  business. 
CBS  dropped  $20  million  on  its  EVR 
system,  which  had  a  stereo  sound 
track  and  freeze-frame  capabihty.  An 
Avco  Corp.  subsidiary  went  broke  to 
the  tune  of  $48  million  on  Cartrivision, 
a  $1,600  player  and  television  combi- 
nation that  played  video  cassettes  and 


Predecessors:  Indian  with 
phonograph,  radio  in 
its  infancy,  primitive 
television  camera. 


also  recorded.  RCA  itself  had  two 
previous  video  recorder  projects  it 
never  marketed. 

If  RCA  and  Phihps/ MCA  agree  on 
one  thing,  it  is  that  videodiscs  will 
sell— if  for  no  other  reason  than  what 
RCA's  Sonnenfeldt  calls  "the  mystique 
of  ownership."  Says  Findlater:  "Peo- 
ple buy  the  Encyclopaedia  Britan- 
nica.  How  many  times  do  they  look 
in  it?  People  buy  books.  How  many 
times  do  they  read  them?"  Disc  dis- 
tribution, he  says,  ultimately  will  be 
<  like  paperback  book  distribution.  Says 
Findlater:  "When  you  get  down  into 
the  paperback  range,  consumers  will 
find  it  cheaper  to  buy  a  disc  than  to 
take  the  family  to  a  movie." 

Peter  Goldmark  beUeves  discs  will 
succeed,  but  that  they  will  have  to 
find  their  own  subject  matter  and  it 
may  not  be  the  old  subject  matter. 
He  says:  "A  movie  is  not  like  a  book 
or  a  piece  of  music.  When  a  movie 
you've  already  seen  is  on  television 
you  don't  see  it  again  even  though  it's 
free.  In  the  final  analysis,  I  think 
that  when  a  new  technology  is  de- 
veloped, it  has  to  create  a  new  art 
form." 

At  the  outset,  however,  both  disc 
systems  will  depend  heavily  on  mov- 
ies, a  commodity  that  MCA,  an  en- 
tertainment powerhouse  that  owns 
Universal  Pictures,  a  movie  library 
and  a  record  company,  is  well 
equipped  to  supply. 

MCA  already  has  a  brochure  out 
showing  full-color  album  covers  for 
such  movies  as  Airport,  The  Day  of 
the  Jackal,  Thoroughly  Modern  Millie 
and  The  Sting.  It  says  its  blockbuster. 
Jaws,  the  biggest  box-office  grosser  of 
all  time,  will  probably  be  on  discs.  It 
will  also  have  educational  and  cul- 
tural films  such  as  Museum  Without 
Walls,  a  series  on  great  art.  RCA  says 
it  will  off^er  similar  programming.  "If 
both  systems  go  to  market,  you'll  prob- 
ably be  able  to  buy  the  same  pro- 
gramming on  both  of  them,"  says 
Sonnenfeldt. 

Livelier  forms  of  entertainment 
like  X-rated  movies  or  other  hard- 
core pornography  will  probably  find 
their  way  to  discs.  Both  RCA  and 
MCA  say  they  will  not  offer  such  stuff 
themselves  but  somebody  will  prob- 
ably do  it. 

How  big  is  the  potential  market? 

Sonnenfeldt  considers  a  million 
players  a  reasonable  goal,  although 
he  says  it  will  take  several  years. 
Cavanagh  says  a  "delightful  market" 
would  be  one  player  for  every  three 
color-TV  sets  sold.  Delightful  indeed. 
There  were  6.5  million  color  sets  sold 
last  year.  And  that  was  a  bad  year. 

If  either  system  sells  that  many 
players,  there  will  be  .some  interest- 
ing implications. 
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To  protect  broadcast  television,  ca- 
ble pay-TV  suppliers  are  now  general- 
ly prohibited  from  showing  movies  af- 
ter they  are  three  years  old  and  until 
they  are  ten  years  old.  If  a  mass  mar- 
ket is  established  in  videodiscs,  it  will 
be  showing  programming  on  the  home 
set  that  is  outside  any  regulation  but 
the  marketplace  itself. 

Would  the  viewing  time  spent  on 
the  new  television  be  taken  from  the 
old,  or  would  total  viewing  time  in- 
crease? The  A.C.  Nielsen  Co.  found 
in  a  1971  survey  that  TV  viewing 
increased  in  homes  with  cable.  The 
probable  reason  is  that  the  range  of 
choice  expands.  With  videodiscs, 
there  would  be  a  quantum  leap  in 
the  range  of  choice:  People  can  liter- 
ally make  their  own  TV  programs 
rather  than  simply  settling  for  what 
is  available. 

Four-Tiered  Market 

The  potential  of  discs  has  not  been 
lost  on  the  people  who  make  movies. 
Twentieth  Century-Fox  in  April 
formed  a  new  telecommunications 
division  to  market  to  "nontheatrical 
entities."  Fox,  Paramount  and  United 
i  Artists  are  reportedly  talking  about 
forming  a  common  marketing  group. 
Fox's  director  of  corporate  affairs, 
Phillip  Myers,  says  the  movie  studios' 
traditional  three-tiered  market— first 
theaters,  then  TV  networks,  finally 
syndication  to  independent  TV  sta- 
tions—is being  turned  into  a  four- 
*  tiered  market  by  cable  pay-TV  and 
home  entertainment  centers.  President 
Arthur  Taylor  says  CBS  will  be  a 
"major  factor"  in  programming  if 
discs  succeed. 

Leaders  of  the  hot  new  pay-TV 
industry  say  they  are  not  worried 
about  discs.  "I  don't  think  they'll  find 
movies  as  big  a  draw  as  they  thought," 
says  Gerald  Levin,  president  of  Home 
Box  Office,  the  largest  pay-TV  sup- 
plier, which  transmits  to  cable  systems 
all  over  the  country  by  microwave  and 
satellite. 

Maybe  so,  but  the  disc  program- 
mers don't  see  it  that  way.  The  MCA 
library  includes  not  only  new  mo- 
vies and  classics  like  All  Quiet  on  the 
Western  Front,  but  old  and  hoary 
formula  comedies  like  Ma  and  Pa  Ket- 
tle and  Francis  the  Talking  Mule. 
When  a  new  intake  is  opened  into 
the  vast  maw  of  television,  eveything 
becomes  fair  game. 

Findlater  likes  to  tell  about  the  time 
he  visited  a  friend  whose  children 
were  watching  20-year-old  /  Love 
Lucy  reruns. 

"I  asked  them  why  they  were 
watching  that  old  stuff  and  they  said, 
'What  old  stuffF  There  is  no  old  en- 
tertainment," says  Findlater,  "only  old 
viewers."  ■ 


STABIIO  BOSS 

shows 'em 

who's 

boss. 


There's  nothing  like  STABILO  BOSS  to  get  attention 
fast!  6  highly  fluorescent  colors  make  people  read 
what  you  want  them  to  read.  Styled  like  a  sleek 
pocket  lighter.  Available  in  single  units  of  yellow, 
orange,  green,  rose,  red,  and  blue.  Also  in  a  wallet 
of  4,  or  a  special  calendar  box  of  all  6  brilliant  colors. 
Fun  to  use.  Saves  time,  too.  Show  'em  who's  the  boss, 

with  STABILO  BOSS. 

Available  at  quality 


stationery  stores. 


Schwan- STABIIO 


Swan  Pencil  Company,  Inc. 

221  Park  Avenue  South 

New  York,  N.Y.  10003  (212)  254-7950 


re  not 
fully  packed  without 
your  "visual  notebook" 

You  probably  never  leave  for  a 
business  trip  without  your  pocket 
calculator  and  tape  recorder. 

How  about  your  pocket 
camera? 

The  new  Rollei  A110  is 
the  smallest  110  camera  made! 
Fuss-free  automatic  exposure. 

Takes  razor-sharp  pic- 
tures of  that  new  product,  display, 
plant  or  face.  Film  and  processing 
available  everywhere. 

At  your  favorite  camera 
store.  Under  $300. 

Qollei  Alio 

The  Precision  Pocket  Camera 

Rollei  of  America,  Inc., 
100  Lehigh  Drive.  Fairfield,  N.J.  07006 


SPRAY  YOUR  OWN  ROOFS 


WHAT'S  SO  GOOD  ABOUT 
OUR  ROOF  SPRAY  SYSTEM? 

1 .  ECONOMY.  The  Randustrial  ®  Roof  Spray 
Process  can  save  you  up  to  50%  on  labor 
costs— because  your  own  men  do  all  the 
work.  We  loan  you  the  equipment  FREE 
OF  CHARGE. 

2.  CONVENIENCE.  You  decide  when  the 
work  is  to  be  done.  We  instruct  your  men 
on  the  use  of  the  equipment  and  proper 
roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial®'s  quality  roofing  mate- 
rials prolongs  roof  life  and  saves  replace- 
ment costs. 


Randustrial  -,  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 
(216)  283-0300 
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The  Best-Laid  Plans 

That  tragic  explosion  in  its  Kentucky  mine 
delayed,  but  has  not  ended,  Blue  Diamond's 
plans  to  take  over  McLouth  Steel. 


Coal  is  a  glamour  industry  on  Wall 
Street  these  days,  but  it  wasn't  al- 
ways thus.  Gordon  Bonnyman  has  a 
favorite  story  about  his  family-con- 
trolled Blue  Diamond  Coal  Co.,  a 
$100-million-a-year  coal  operation 
based  in  Knoxville,  Tenn:  It  was  dur- 
ing the  Depression,  and  business  was 
so  slow  that  a  Blue  Diamond  sales- 
man offered  to  give  away  some  slack 
coal,  provided  the  customer  would 
pay  the  freight  charge.  "The  cus- 
tomer looked  him  straight  in  the  eye 
and  said,  'Can't  you  do  any  better 
than  that?'  " 

That  tale  is  of  some  comfort  to 
Gordon  Bonnyman,  56,  a  no-non- 
sense Princetonian  who  runs  the  com- 
pany now,  for  Blue  Diamond  is  up 
to  its  ears  in  trouble.  Its  mine  near 
Whitesburg,  Ky.  exploded  last  March, 
killing  26  people,  including  three 
federal  mine  inspectors.  The  press  has 
been  full  of  ugly  accusations  that 
Blue  Diamond's  safety  procedures 
were  inadequate,  even  deceitful.  The 
federal  mine  safety  authorities  and  a 
joint  congressional  committee  are  in- 
vestigating; Bonnyman  himself  was 
subpoenaed  last  month— "the  first  time 
in  ten  years,"  claims  one  local  critic 


of  the  publicity-shy  Bonnyman,  "that 
he's  shown  his  face  in  public." 

Now,  Blue  Diamond's  No.  One 
problem  is  getting  the  Whitesburg 
mine,  where  11  bodies  are  still  sealed, 
reopened— a  very  touchy,  costly  busi- 
ness, because  the  methane  level  in 
the  mine's  gassy  atmosphere  has  to 
be  adjusted  to  prevent  another  blast. 
In  the  meantime.  Blue.  Diamond  is 
missing  out  on  income  from  the  mine's 
high-grade,  metallurgical  coal  (al- 
though it  has  been  able  to  step  up 
production  at  other  mines ) . 

Problem  No.  Two  is  exonerating 
the  company  from  blame  for  the  ex- 
plosion. Criminal  charges  may  be 
filed  against  lower-level  mine  officials, 
but  probably  won't  touch  Bonnyman 
or  other  Blue  Diamond  brass.  The 
company  is  concerned,  however,  that 
the  feds  may  impose  a  stiff  fine— or 
worse,  close  the  mine  for  good. 

Problem  No.  Three  is  the  uncer- 
tainty Bonnyman  faces  about  the  cost 
of  repairing  or  replacing  the  expen- 
sive equipment  sealed  in  the  big  mine. 
The  longer  the  mine  remains  shut 
(one  observer  predicts  "at  least  until 
1977"),  the  more  likely  it  is  that  the 
equipment    will    be    ruined— and    the 


Gordon  Bonnyman  (left).  Above,  res- 
cuers prepare  to  enter  Blue  Diamond's 
Whitesburg,  Ky.  mine  after  it  exploded. 
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longer  Bonnyman  will  have  to  wait 
before  he  can  determine  his  next 
move.  "Recovering  those  bodies,"  he 
says  soberly,  "has  to  come  first." 

Until  the  explosion.  Blue  Diamond 
had  been  swimming  in  prosperity.  Be- 
cause it  is  a  private  company,  there 
are  no  published  figures,  but  Forbes 
learned  that  Blue  Diamond's  cash  and 
marketable  securities  skyrocketed 
from  $3.4  million  at  the  end  of  fiscal 
^  1974  to  $59  million  at  the  end  of 
fiscal  1975.  The  company  hasn't  a 
dime  in  long-term  debt  and  its  cur- 
rent ratio  is  a  very  comfortable  2.6 
to  1.  Before  the  explosion,  in  fact, 
Bonnyman's  biggest  problem  was  how 
to  put  all  that  cash  to  work. 

Diversification  Plans 

After  some  looking  around.  Blue 
Diamond  last  year  began  buying 
shares  in  Detroit's  McLouth  Steel 
Corp.,  an  auto  industry  supplier 
whose  sales  are  nearly  four  times  Blue 
Diamond's.  Blue  Diamond  already 
owns  6%  of  McLouth's  5.4  million 
shares  and  has  filed  a  Schedule  13-D 
with  the  Securities  &  Exchange  Com- 
mission. The  schedule  reveals  that 
Blue  Diamond  plans  to  use  internally 
generated  funds  to  obtain  "a  sub- 
stantial equity  interest  in  and  gain 
working  control  of"  the  steel  compa- 
ny. In  the  old  days,  steel  companies 
bought  coal  companies.  In  Year  Three 
of  the  energy  crisis  it  seems  to  be  the 
other  way  around. 

"Really,  the  situation  is  exactly  the 
same  as  when  we  filed  the  13-D," 
drawls  Ralph  Dye,  Blue  Diamond's 
vice  president  for  corporate  develop- 
ment. Translation:  The  company  still 
intends  to  acquire  control  of  Mc- 
Louth, but  the  mine  disaster  obvious- 
ly is  slowing  things  down.  Blue  Dia- 
mond already  has  a  nice  paper  profit 
on  its  McLouth  investment,  but  the 
McLouth  stock  still  sells  for  about 
one-third  less  than  book  value.  Mc- 
Louth is  an  attractive  investment  for 
an  era  that  appears  to  be  steel-short. 
Its  plant  is  new  and  efficient,  and  its 
auto  customers  are  now  healthy. 

Although  the  mine  disaster  could 
turn  out  to  be  a  lot  more  costly  than 
Bonnyman  fears,  Blue  Diamond  ap- 
pears sufficiently  well-heeled  to  pro- 
ceed with  the  McLouth  takeover— as- 
suming, of  course,  that  McLouth 
stock  doesn't  .soar  out  of  sight  while 
the  mine  is  being  reopened.  But  if  it 
isn't  McLouth,  it  is  almost  certain  to 
be  someone  else.  Thanks  to  the  Or- 
ganization of  Petroleum  Exporting 
Countries,  good  coal  mines  these  days 
are  as  good  as  gold  mines.  Unlor- 
tunately,  some  things  abotit  the  coal 
business  are  unchanged:  methane, 
oxygen  and  a  .spark  still  produce  ex- 
plosions. And  men  still  die  in  mines.   ■ 
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Less  work  for  father. 

Admittedly,  our  personalized,  deluxe,    like  imprinted  on  the  name  plate,  to  Chivas 
half-gallon  pouring  stand  won't  make  it     Regal  Cradle,  RO.  Box  5061,  Smithtown, 
easier  for  a  father  to  part  with  his  Chivas     N.Y.  1 1787. 


Regal. 

But  it  will  make  it  easier  for  him  to  pour  it. 

So  if  you'd  like  one,  just  send  a  check 
for  $6.95,  together  with  the  name  you'd 


And  do  it  as  soon  as  you  can. 

After  all,  any  father  who  deserves  a  half- 
jallon  of  Chivas  shouldn't  have  to  lift  the 
30ttle  by  himself. 


Offer  good  in  U.S.A.  only,  except  where  prohibited  or  restricted  by  law.  Allow  four  to  six  weeks  for  delivery.  Offer  may  be  withdrawn  without  notice. 
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Hotv  International  Paper 
helps  smart  computers  avoid 

dumb  mistakes 


Air  conditioners  to  Eskimos?  Our  ruthless  standards  for 
making  tab  card  stock  help  keep  mistakes  like  this  from  happening. 


A  computer  that  uses  key- 
punch cards  does  what  the 
cards  tell  it  to  do.  And  if  one 
card  is  just  the  least  bit  off,  the 
computer  can  foul  up  bank 
statements,  goof  up  shipments— 
even  send  air  conditioners  to 
Eskimos. 

We  don't  make  the  cards.  But 
we  do  make  the  paper  for  the 
cards.  And  it's  got  to  be  well  nigh 
perfect. 

A  lot  can 
foul  up  the  works 

Here  are  just  a  few  things  that 
can  make  smart  computers  look 
dumb. 

Metallic  or  carbon  particles. 
Those  little  devils  could  throw  a 
whole  program  off  because  a 
computer  can  read  them  as  holes. 

Expansion  and  contraction.  A 
variation  of  less  than  one  percent 
can  throw  the  card  position  off  in 
the  computer— big  trouble. 

Abrasion.  If  a  card's  surface 
wears  off  as  it  goes  through  the 
computer,  dust  can  make  the 
computer's  sensors  make  errors. 

Thickness.  If  a  card  is  just  a 
few  ten- thousandths  of  an  inch 
too  thick,  it  Won't  even  go  into  the 
computer.  A  few  ten- thousandths 
of  an  inch  too  thin,  it  can  jam  the 
machine. 


The  stock  used  for  keypunch  cards  is  one  of  the  most 
difficult  of  nil  papers  to  make. 

.  Moisture  content.  Too  dry,  and 
the  cards  stick  together  because 
of  static  buildup.  Too  fat  with 
moisture,  and  they  can  jam  in  the 
computer. 

How  we  keep 
it  from  happening 

Our  card  stock  is  stronger 
because  we  use  a  special  alkaline 
pulping  process.  This  produces  a 
stronger  card  fiber  than  the  sul- 
fite acidic  process. 

We  use  a  streamlined,  com- 
puterized method  to  run  off  our 
card  stock.  It  automatically  controls 
basis  weight  and  moisture  content 
in  the  drying  process  for  flatter, 
more  uniform  cards.  We  even 
control  the  moisture  content  of  our 
stock  to  fit  the  climate  conditions 
of  each  country  we  ship  to. 


Finally,  we  test  our  card 
stock  just  about  every  way 
under  the  sun— 24  hours  of 
tests  per  roll. 

We've  got  tests  for  all  the 
problems  we've  already 
named.  And  then  some: 
electrical  resistance,  acidity, 
warp,  coefficient  of  friction, 
folding,  bursting  strength, 
internal  bonding,  porosity- 
well  over  100  different  tests. 
If  our  quality-control 
examiners  find  the  least  flaw  they'll 
send  a  1500-pound  roll  of  card 
stock  back  to  be  totally  recycled 
without  batting  an  eye.  Ruthless— 
but  right. 

All  this  is  because  we  want 
satisfied  customers. 

And  it  has  worked.  Today 
we  have  card  stock  customers  in 
26  countries. 

Keypunch  cards  that  work  all 
over  the  world.  Another  example 
of  International  Paper's  respon- 
siveness to  a  fast-changing  world— 
with  innovative  leadership  in 
wood  products,  hydrocarbon  re- 
sources, building  materials, 
pulp,  paper,  packaging,  and  non- 
woven  and  health  products. 

®    INTERNATIONAL 
PAPER 
COMPANY 

220  EAST  42ND  STREET   NEW  YORK.  NEW  YORK  10017 


Chase 
moves. 

Unequalled  speed  in  reporting  cash  balances  and  transferring  funds. 


Touch  a  few  keys  on  a  computer  terminal  and  read 
your  bank  statement  every  morning.  Complete  de- 
tails too.  Where  funds  came  from,  how  much,  and 
when  available.  And  where  they  went.  All  identified 
by  name  and  control  number 

That's  just  part  of  a  new  Chase  breakthrough; 
InfoCash.  This  service  reports  where  you  stand  each 
morning.  And  not  just  with  your  Chase  account.  All 
balances  at  all  your  banks.  Completely  confidential. 

InfoCash  enables  you  to  act  quickly.  To  make 


transfers  on  a  regular  basis  to  and  from  other  banks. 

Take  advantage  of  InfoCash.  Chase's  great  new 
cash  management  system  that  lets  you  check  your 
balances,  make  your  transfers,  and  monitor  all  your 
account  activities.  It  complements  your  current 
money  management  procedures  and  enables  you  to 
keep  fully  invested  every  day. 

To  get  InfoCash,  call  [212]  552-  5016.  Or 
contact  your  Chase  relationship  manager 
Give  your  company  The  Chase  Advantage.    I 


MEMBER   FDIC 


©    Chase    MANHATTAN 
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Why  Shopping  Centers 
Rode  Out  The  Storm 

While  real  estate  was  crashing,  shopping  centers 

merely  slowed  down.  Now  they  are  starting  to  boom  again. 


Quick,  now:  Name  a  successful  real 
estate  investment  trust. 

Answer:  General  Growth  Proper- 
ties. It  isn't  the  only  one,  but  it's  an 
interesting  one.  It  got  that  way  by 
keeping  most  of  its  $240-million  as- 
sets in  the  only  real  estate  that  con- 
sistently rode  out  the  storm— shop- 
ping centers. 

Shopping  centers  are  still  good  in- 
vestments, although  returns  are  down 
now  because  of  the  competition.  The 
recession  slowed  new  building,  but 
that  won't  last  forever,  because  retail 
sales  are  soaring:  Ten  of  the  nation's 
biggest  retail  chains  were  up  substan- 
tially in  their  first  fiscal  quarters; 
some  of  them,  like  S.S.  Kresge,  as 
much  as  25%.  Result:  The  value  of  ex- 
isting centers  is  appreciating.  And 
new  construction  will  revive,  although 
it  takes  two  to  three  years  to  build  a 
big  shopping  center  from  the  initial 
financing  until  the  doors  open. 


Edward  J.  DeBartolo,  the  nation's 
largest  shopping  center  developer,  has 
built  over  30  large  ones  in  ten  years. 
He  has  never  had  a  failure  and  he 
knows  of  few.  Says  DeBartolo:  "I 
think  the  national  failure  rate  over  25 
years  has  been  a  fraction  of  1%." 

John  Hart,  a  vice  president  of  Con- 
necticut General's  mortgage  and  real 
estate  department,  is  one  of  many  in- 
vestors who  concur  that  only  indus- 
trial properties  like  warehouses  have 
fared  as  well  in  the  last  decade  as 
income-producing  shopping  centers. 

Why?  Because  large  shopping  cen- 
ter leases  are  written  so  that  the  own- 
er is  in  effect  a  participant  in,  not  a 
victim  of,  inflation.  He  gets  a  cut  of 
rising  retail  prices. 

How  does  it  work? 

Most  shopping  center  leases  have 
clauses  stating  that  sales  volume  over 
a  specified  amount  must  be  shared 
with  the  developer.  These  excesses  are 


Enclosed  malls  are  big  crowd  draws,  so  open  ones  are  now  enclosing  too. 


called  "overage  rents,"  and  with  in- 
flation, they  have  been  povuing  in. 
General  Growth's  overage  exceeded 
$1  million  last  year.  Says  founder 
Martin  Bucksbaum:  "That's  just  the 
beginning." 

In  addition,  most  leases  during  the 
last  ten  years  have  been  written  on  a 
"net,  net"  rather  than  a  gross  basis. 
What  that  means  is  that  the  tenant 
store  has  to  pick  up  increases  in  op- 
erating costs  like  utilities,  insurance 
and  property  taxes. 

The  Big  Tent 

There  is  $60  billion  invested  in 
shopping  centers  in  the  U.S.  Centers 
get  by  far  the  biggest  single  part  of 
retail  sales  (44%),  excluding  build- 
ing and  automotive  products.  There 
are  16,000  centers  in  the  U.S.,  rang- 
ing from  30,000-square-foot  neigh- 
borhood complexes  to  vast  enclosed 
malls  of  2  million  or  more  square  feet. 
About  800  will  be  built  or  expanded 
this  year  at  an  estimated  cost  of  $4 
billion,  a  nice  gain  over  1975.  (In 
the  record  year  of  1973,  some  1,600 
centers  were  built. ) 

If  the  business  was  spared  the 
crash  that  afilicted  most  of  the  rest 
of  the  realty  industry,  it  was  not, 
however,  spared  from  a  slowdown  af- 
ter 1972.  The  cost  of  land,  labor,  ma- 
terials, interest  and  utilities  jumped 
by  as  much  as  70%  in  three  years. 
Some  retailers  and  marginal  center 
developers  went  tmder.  The  bank- 
ruptcy of  W.T.  Grant  and  the  diffi- 
culties of  other  discounters  did  their 
damage.  Construction  starts  fell  22% 
in  1974  and  41%  in  1975. 

Through  it  all,  however,  most  of 
the  big  regional  centers— those  with  at 
least  800,000  square  feet— and  small 
neighborhood  ones,  where  the  devel- 
opers knew  the  neighborhood  and  its 
trading  patterns,  made  money.  Their 
margins  were  squeezed,  but  they  cov- 
ered all  fixed  charges. 

Hurt  the  worst  were  so-called 
"strip"  centers,  the  ones  strung  out 
along  one  side  of  a  street  and  "an- 
chored" by  discounters  like  Arlan's  or 
White  Front.  They  suffered  approxi- 
mately the  same  overhead  costs  that 
the  larger  centers  do  without  the  cush- 
ion of  added  volume.  Besides  the 
strips,  a  few  well-heeled  developers 
hke  Melvin  Simon  &  Associates  were 
hurt  by  the  W.T.  Grant  collapse,  but 
they  also  had  other  shopping  center 
assets  to  dilute  the  loss.  As  Melvin 
Simon  put  it,  "It  hurt  us,  but  it  didn't 
ruin  us." 

It  was,  says  Albert  Sussman,  vice 
president  of  the  International  Council 
of  Shopping  Centers,  "the  first  sizable 
shakeout  of  the  industry." 

But  the  big  institutions  have  kept 
on  pumping  in  money  to  centers  they 
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^gnized  as  soundly  conceived.  This 

year  they  have  even  stepped  up  their 
lending. 

One  of  the  biggest  and  most  active 
insurance  companies  in  the  field  is 
Connecticut  General,  which  has  $1 
billion  in  shopping  center  loans  out- 
standing and  owns  all  or  part  of  nine 
large  centers,  including  Paramus  Park 
in  New  Jersey  and  South  Center  in 
Seattle.  They  emphasize  the  large  re- 
gional centers.  The  reason:  Where 
loans  run  from  $10  million  to  $40  mil- 
lion, yields  can  be  higher.  Says  Vice 
President  Hart,  "There  are  probably 
only  ten  consistently  active  lenders  in 
this  league." 

Milwaukee's  Northwestern  Mutual 
Life  has  a  half-billion-dollar  shopping 
center  loan  portfolio  and  $250  million 
in  direct  equity  in  a  dozen  regional 
centers.  There  are  also  the  new  com- 
mingled real  estate  funds  (Forbes, 
Nov.  1,  J975)— mutual-type  funds  set 
up  by  insurance  companies  and  banks 
to  invest  in  real  estate  for  other  in- 
stitutions (for  a  fee,  of  course).  As  a 
result,  insurance  companies  like  Pru- 
dential and  Equitable  and  banks  like 


Citicorp  and  Continental  Illinois  have 
become  more  aggressive  investors  and 
lenders. 

Smaller  institutions  invest  in  smaller 
centers.  One  of  the  most  active  of 
these  is  Provident  Life  &  Accident  of 
Chattanooga,  Tenn.  More  than  half 
its  $400-million  mortgage  portfolio 
goes  into  centers,  preferably  into 
300,000-square-footers,  in  loans  of  $5 
million  to  $8  million.  Provident  also 
has  equity  in  14  centers,  including  a 
big  one  (1.8  million  square  feet)  in 
the  Los  Angeles  area  it  bought  last 
year  along  with  a  New  York  develop- 
er-partner. Says  Jack  R.  McNutt,  a 
Provident  vice  president  in  the  mort- 
gage investment  department:  "There 
are  fewer  good  centers  for  sale  today, 
so  prices  are  rising  as  the  demand 
increases." 

Small  Investors,  Too 

Among  specialty  investment  vehi- 
cles now  concentrating  on  shopping 
centers,  the  West  Coast  firm  of  Fox  & 
Carskadon  gives  the  individual  inves- 
tor a  chance  to  get  a  slice  of  the  pie. 
It  has   assets  of  $250  million  under 


management.  In  the  last  two  years  it 
bought  15  centers  for  about  $48  mil- 
lion. Fox  &  Carskadon  caters  both  to 
small  investors,  who  can  put  up  as  lit- 
tle as  $2,500  in  blind-pool  limited 
partnerships  registered  with  the  Se- 
curities &  Exchange  Commission,  and 
to  more  substantial  individuals  with  a 
minimum  of  $50,000.  W.  Patrick  Mc- 
Dowell, executive  vice  president,  says 
his  company's  net  cash  returns  to  in- 
vestors, after  commissions,  are  the 
^equivalent  of  a  tax-sheltered  7.5%. 

In  New  York,  Corporate  Property 
Investors  is  held  by  institutions  and  a 
few  of  the  super-rich  like  the  Rocke- 
feller interests  and  the  Agnelli  family 
of  Fiat.  Corporate  Property  was 
formed  in  1971  by  Lazard  Freres 
with  $75  million  in  equity.  It  now  has 
$400  million  under  management,  75% 
of  it  in  retail  properties.  Included  are 
18  regional  shopping  centers  averag- 
ing a  million  square  feet.  Its  net  cash 
return,  says  Vice  President  Jeremiah 
W.  O'Cormor  Jr.,  still  runs  over  10%, 
nearly  a  third  of  it  tax  sheltered. 

The  big  independent  developers  in- 
clude   DeBartolo    and    two    publicly 


How  Not  To  Do  It:  Don't  Get  Carried  Away! 


Even  shopping  centers  can  go  bad; 
you  have  to  know  what  you  are  doing. 

In  April  the  $40-million  Staten  Is- 
land Mall  fell  victim  to  foreclosure 
proceedings.  Opened  2%  years  ago 
with  an  area  of  850,000  square  feet 
and  anchored  by  Sears  and  Macy's 
stores,  the  SI  Mall  quickly  became 
one  of  the  nation's  few  nonviable  big 
shopping  centers. 

The  SI  Mall  has  been  unable  to 
pay  even  its  interest  charges  for  al- 
mo.st  a  year  and  a  half  and  was  more 
than  $4  million  in  arrears  to  its  lend- 
er. Chase  Manhattan  Mortgage  & 
Realty  Trust,  on  its  510,000-square- 
foot  portion  of  the  center.  (Sears  and 
Macy's  own  their  own  stores  and  land. 
They  aren't  being  foreclosed. ) 

What  happened?  According  to  the 


mall's  developer  and  managing  and 
leasing  agent.  Feist  &  Feist,  every- 
thing. Average  utility  costs  soared  to 
over  $3  a  square  foot,  taxes  to  $5.12, 
construction  costs  to  $80.  Not  only 
did  the  mall's  owners  pay  $75,000 
an  acre  for  the  land  to  begin  with, 
but  the  City  of  New  York  then  as- 
sessed it  for  tax  purposes  at  some 
$230,000  an  acre.  And  the  mall  is,  as 
F&F  Vice  President  Larry  Eisenberg 
ruefully  says,  "essentially  horizon- 
tal." The  result:  high  rents  and  low 
occupancy  (about  73%).  Also,  F&F 
was  never  able  to  attract  two  other 
department  stores  it  had  expected. 

Chase  Manhattan  Mortgage  & 
Realty  Trust  was  loaded  with  money 
in  those  days,  and  shopping  centers 
were  going  up  frantically  all  over  the 


The  high-cost  Staten  Island  Mall  needs  people.  Another  big  store  would  help. 


country.  CMM&RT,  Eisenberg  says, 
bought  out  a  50%  partner  to  become 
not  only  a  lender  but  also  an  equity 
partner  in  the  mall.  CMM&RT  was 
attracted  by  the  lucrative  fees  it  was 
shipping  its  adviser,  Chase  Manhattan 
Bank,  and  the  interest  it  was  getting 
on  short-  and  long-term  construction 
loans  to  builders  and  developers. 

Now,  70%  of  CMM&RT's  $860-mil- 
lion  loan  and  investment  portfolio  is 
on  a  nonearning  basis.  Eisenberg  sar- 
castically says  the  SI  Mall  loan  from 
the  trust  was  probably  one  of  the  bet- 
ter ones  CMM&RT  made,  but  "they're 
desperate.  They  had  to  foreclose. 
Their  creditors  are  pushing  them." 

What  happens  now?  F&F  may  lose 
out  in  the  foreclosure  proceedings  and 
someone  else  may  be  brought  in  to 
manage  the  center.  The  loan  and  in- 
terest rate  may  have  to  be  restruc- 
tured and  stretched  out.  Eisenberg 
contends  sales  volume  is  picking  up, 
running  $110  a  square  foot  this 
spring,  vs.  the  industry  average  of 
$80.  F&F  is  also  seeking  a  tax  read- 
justment in  the  courts.  Says  Eisen- 
berg: "It  won't  be  a  disaster." 

Feist  &  Feist  will  not  lose  a  lot,  no 
matter  what  happens.  CMM&RT  is 
now  a  40%  equity  owner,  and  F&F's 
share  was  financed  largely  on  the 
REIT's  money.  Says  Eisenberg,  "Their 
lending  terms  were  very  generous." 

His  moral?  "It's  getting  impossible 
to  build  a  profitable  retail  complex  in 
the  city  of  New  York." 
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The  Btlcon  10.  Landing  is  no  let-down 


Look  under  our  main  competitor's  plane.  Then 
look  under  a  Falcon  10.  You'll  see  quite  a  difference. 
The  Falcon's  landing  gear  is  a  lot  more  muscular.  And 
it  helps  pay  off  in  great  landings. 

Specifics?  The  Falcon  10  with  full  fuel  and  7  pas- 
sengers can  land  after  flying  less  than  120  miles.  Our 
competitor's  plane  must  go  some  550  miles  before  it's 
light  enough  for  that  first  landing. 

Benefit? In  a  Falcon  10  you  can  make  several  short 
hops  without  squandering  valuable  time  refueling  along 
the  way.  And  when  you  arrive,  that  beefy,  rugged  gear 
handles  virtually  anything:  impact;  weight;  or  landing 
strip,  rough  as  they  come. 


Long  trips?  Those,  too.  The  Falcon  10  flies  faster  and 
further  on  less  fiiel  under  the  most  adverse  conditions. 

You'd  expect  a  jet  as  strong  and  versatile  as  this  to 
cost  more.  Well,  it  does.  Isn't  that  refreshing  in  a  world 
that  often  promises  too  much  for  too  little? 

We'd  be  pleased  to  acquaint  you  with  the  many 
other  advantages  that  make  the  Falcon  10  the  best  small 
jet  money  can  buy.  And  when  it  comes 
to  a  plane,  would  you  want  less? 
Send  for  a  20-page,  fully  illustrated 
booklet.  Page  after  page,  there  is 
no  let-down.  FALCO/yj£r 

Teterboro  Airport  •  New  Jersey  07608 
201  288-5300 


con  lu  ine  oest  small 
Dmes  ^^^^^^^^ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offer  is  made  only  by  the  Prospectus. 


500,000  Shares 
Philadelphia  Electric  Company 

9.52%  Preferred  Stock 

(Par  value  $100  per  share) 


Price  $100  a  Share 


Copies  of  the  Prospectus  are  obtainabJe  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co. 

INCORPORATED 


The  First  Boston  Corporation 


Bache  Halsey  Stuart  Inc. 
Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 
E.  F.  Hutton  &  Company  Inc. 


Biyth  Eastman  Dillon  &  Co. 

INCORPORATED 

Donaldson,  Lufkin  &  Jenrette 

SECURITIES  CORPORATION 

Hornblower  &  Weeks-Hemphill,  Noyes 

INCORPORATED 

Kidder,  Peabody  &  Co. 

INCORPORATED 

Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

INCORPORATED 

Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

INCORPORATED 

Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co. 

INCORPORATED 

Warburg  Paribas  Becker  Inc.    Wertheim  &  Co.,  Inc.    White,  Weld  &  Co. 

INCORPORATED 

Dean  Witter  &  Co.      Shearson  Hayden  Stone  Inc.      Spencer  Trask  &  Co. 

INCORPORATED  INCORPORATED 

Butcher  &  Singer  Elkins,  Stroud,  Suplee  &  Co. 

Janney  Montgomery  Scott  Inc.  Moore,Leonard&Lynch,  Parker/Hunter 

INCORPORATED  INCORPORATED 

L.  F.  Rothschild  &  Co.  Shields  Model  Roland  Securities 


INCORPORATED 
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OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

''BECOME  A  FINANCIER'' 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  digrnified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.45,000Cash  Will  Handle 

For  dcUilt  writ*  Dcpt.  21,  Computar  Capital  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V?  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  t  Marfcat  Evaluation  Samicet 

2995  L.B.J.  Freaway 

P.O.  Box  29119,  Depl.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  loll  free  tOO-S77-26S4  encepl  from  Toos 


owned  firms,  Rouse  of  Columbia,  Md. 
and  Emest  W.  Hahn,  Inc.  on  the 
West  Coast.  They  hke  to  build  cen- 
ters of  750,000  square  feet  or  more 
anchored  by  several  department 
stores.  Usually  the  big  stores  provide 
their  own  financing  and  the  developer 
finances  the  rest. 

Some  of  the  biggest  retail  chains 
have  their  own  captive  companies. 
Among  the  examples  are  Penney 's 
JCP  Realty,  Dayton  Hudson  Proper- 
*  ties  and  Sears,  Roebuck's  Homart  De- 
velopment. They  build  centers  around 
their  own  stores  or  jointly  with  other 
developers. 

But  you  can't  keep  all  that  secret. 

About  a  year  ago,  when  Corporate 
Property  Investors  made  a  sizable  in- 
vestment in  regional  shopping  centers, 
they  were  generating  a  net  cash-on- 
cash  return  of  9%  to  9.5%.  Those  yields 
are  down  to   8%  or  8.5%  now.   Why 


How  To  Do  It:     

Watch  Those  Costs! 

If  you  plan  a  shopping  center  sound- 
ly and  structure  the  financing  prop- 
erly, you  can  get  by  with  lots  of  bor- 
rowed money  and  modest  equity  in- 
vestment. Sometimes,  none  at  all. 

In  1974  General  Growth  Properties 
of  Des  Moines,  Iowa  was  planning  a 
515,000-square-foot  center  in  the 
Middle  West.  An  insurance  company 
lender  committed  for  $16.5  million  for 
32  years  at  10ii%. 

The  center  had  an  economic  value 
of  $22.5  million,  arrived  at  by  capi- 
talizing free  and  clear  income  of  $2.5 
million  at  10%.  Debt  service  came  to 
$1.8  million.  Deduct  that  from  the 
$2.25  million  in  income  and  that 
would  leave  $450,000  in  cash  flow 
available  each  year. 


V    XL.  Snoppe 


High  rents  have  made  stores  smaller, 
so  retailers  now  stack  stock 
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so  low?  Chiefly  because  the  leases  pro- 
vide inflation  protection,  and  so  the 
yield  is  real.  Vice  President  O'Connor 
predicts  that  by  1980  the  U.S.  will 
be  "more  like  the  European  situation, 
where  they  have  settled  for  6%  to 
6.5%  in  recent  years."  The  Europeans, 
as  a  matter  of  fact,  have  been  trying 
to  buy  into  U.S.  shopping  centers  for 
two  years. 

If  Congress  should  pass  the  tax  re- 
form bill  now  under  consideration,  the 
tax  incentive  to  individual  investors 
and  developers  to  build  new  centers 
should  be  diminished.  This  would 
merely  make  existing  centers  even 
more  valuable. 

Of  course,  no  investment  is  perfect, 
but  big  shopping  centers,  with  their 
combination  of  inflation  protection, 
tax  shelter  and  prime  tenants,  general- 
ly have  been  quite  good  investments 
in  a  very  tough  period.   ■ 


General  Growth  brought  the  center 
in  for  just  under  $16.5  million.  Re- 
sult: no  equity  required. 

That  sort  of  business  acumen  has 
made  General  Growth  not  only  a 
profitable  real  estate  investment  trust 
but  one  of  the  most  successful  players 
in  the  shopping  center  game.  Its  op- 
erating shopping  centers  overall  gen- 
erated a  net  cash  34%  return  on  eq- 
uity last  year,  and  its  total  net  cash 
flow  after  taxes  but  before  deprecia- 
tion has  increased  fivefold,  to  $7.8 
million  since  1970. 

Successful  investors  and  developers 
have  a  few  cardinal  rules.  One:  Al- 
ways get  one  or  more  big  department 
stores— Sears,  Roebuck,  J.C.  Penney— 
to  "anchor"  the  center.  That  continual 
customer  drawing  power  is  vital.  And 
the  long-term  lease  of  a  big  depart- 
ment store  is  better  security  than 
some  companies'  bonds.  Why?  Be- 
cause the  tenant's  lease  obligations 
have  priority  over  its  corporate  ob- 
ligations like  dividends  and  even  debt 
interest. 

In  many  parts  of  the  country  today 
you  can  still  build  for  $60  a  square 
foot.  The  successful  developers  avoid 
areas  where  it  goes  much  higher  than 
that.  If  you  try  to  bring  a  center  in 
where  costs  are  $80,  you're  in  trou- 
ble—like the  Stat  en  Island  Mall  in 
New  York. 

Finally:  "Never  buy  into  the  third, 
fourth  or  fifth  center  in  a  trading 
hub,"  says  Jack  R.  McNutt,  vice  presi- 
dent of  Provident  Life  &  Accident 
of  Chattan6oga,  Tenn.  "No  matter 
what  you  do  for  it,  you  won't  get  on 
par  with  the  first  or  second  good 
center.  It's  throwing  good  money  af- 
ter bad." 


How  the  English 
keep  dry. 
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No  Buttons  to  Press, 
NoWKst  to  FHck... 


Microma  V.  The  Best  Watch  Ever. 

Years  ahead  in  features  and  design. 

The  Microma  V  is  the  most  advanced  digital  watch  j 
,  available  today.   Unlike  any  other  watch   in   \\s, 
price  range,  the  Microma  can  be  seen  in 
brightest  sunlight  or  the  dark  of  night.  It  con- 
stantly displays  hours  and  minutes  with  an 
extra  large  easy  to  read  3/16"  high  liquid 
crystal  display.  The  changing  of  seconds 
can  be  displayed  continually  by  depressir 
the  command  button.  Great  for  timing 
Ideal  for  doctors,  etc.  The  day  is  also 
displayed  with  command  button.  For 
viewing  at  night,   press  the  night 
light  button  and  the  time  is  right  j 
there,  bright  and  clear 

Just  a  3/8"  thin,  the  Microma 
with  its  quartz  crystal  timebase 
assures  accuracy  to  within  15  sec- 
onds per  month. 

linsurpassed  quality 

Manufactured  by  Intel,  a  world  lead- 
er and  pioneer  in  digital   watch 
technology  and  components,  your 
Microma  comes  with  a  one-year 
warranty   for    parts    and    labor 


ORDER  NOW  BYi 
PHONE  OR  MAIL!! 


CALL  NOW-TOLL  FREE! 

Major  Credit  Cards  Accepted 

800-638-8280 

Md..  D.C.  and  Northern  Va.  residents  call 

(301)  340-0200, 
Add  $2  per  unit  for  shipping  and  handling 
Maryland  residents  remit  4%  sales  tax 


the  time  is  always  there 

Continually  displays  hours  and  minutes,  plus  a 
night  light  for  easy  viewing  in  the  dark. 

Priced  from  only 

$59-95 

Available  in  stainless  steel  case 
and  bracelet  $59.95.  Gold  Plated 
case  and  bracelet  $69.95 

TEN  DAY  NO  RISK  TRIAL.  Try  it 

for  10  days,  if  you  are  not  com- 
pletely satisfied,  return  the  entire 
package  for  a  prompt  refund. 


NAME  - 
STREET 

CITY  

STATE  


ZIP 


watch(es) 


Please  send  me 

at  —$59.95,  —$69.95. 
(specify  color  desired— gold— silver) 
_   Please  send   me  your  Free   gift 
catalog. 

Enclosed  is including  $2  per  item 

to  cover  shipping  and  handling  costs.  Or  bill 
my  BankAmericard.  Master  Charge,  Amer- 
ican   Express,   or   Diners   Club   (circle   one) 
Account  # Expires 


MClnt  Bank#. 
4%  sales  tax. 


Maryland  residents  remit 


I 
I 


P.O.  Box  2188  Dept.  865 
Rockville,  Maryland  20852 
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BENDIX  UPDATE 


"As  the  economy  recovers, 
many  companies  are  report- 
ing healthy  increases.  But 
what  makes  Bendix  stand 
out  in  the  crowd  is  that  our 
record  half-year  results  in 
fiscal  1976  were  built  on 
last  year's  record  highs." 

Net  income  for  our  second 
quarter,  which  ended  March 
31,  increased  41%  to  $26.5 
million  or  $1.20  a  share,  on 
revenues  of  $762  million.  And 
for  the  first  six  months  of  fiscal 
'76,  net  income  rose  38%  over 
last  year's  first-half  total  to 
$49.8  million,  or  $2.26  a  share, 
on  revenues  of  $1.45  billion. 
(Earnings  per  share  reflect  our 
recent  four-for-three  common 
stock  split.) 

Good  results  are  becoming 
more  common  these  days  as 
the  economy  continues  to  im- 
prove and  companies  are  her- 
alding their  recoveries.  But 
many  of  these  double-digit 
increases  in  sales  and  profits 
come  from  a  low  base  caused 


Bendix  secon 


by    last   year's    recession.    So 
when  we  compare,  it's  impor- 
tant   that    we    ask    ourselves, 
"compared  to  what?" 

Comparing  this  year's  highs 
with  last  year's  lows  is  much 
like  comparing  apples  to 
oranges. 

Instead,  let's  compare  apples 
to  apples.  Bendix  is  moving  up 
this  year,  not  from  low,  reces- 
sion-based sales  and  profit 
levels,  but  from  the  solid  record- 
breaking  results  of  both  our 
second  quarter  and  first  half  of 
fiscal  1975. 

As  in  the  past,  we  faced  a 
wide  variety  of  market  condi- 
tions. Some  of  our  businesses 
found  the  going  rough,  others 
had  smoother  sailing— but  we 
were  able  to  keep  the  overall 
trend  line  moving  up  again. 

This,  in  fact,  is  the  point  of 
our  diversification;  it  gives  us 
strength  in  good  times  and  bad. 

Two  of  our  major  businesses 
—  shelter  and  automotive  — 
were  well  ahead  of  last  year's 


results.  In  fact,  rebounding  off 
last  year's  depressed  market, 
our  shelter  business— building 
materials  and  mobile  homes- 
made    an    important    contribu- 
tion to  our  second-quarter  and 
first- half  profits.  And  with  the 
prospect  of  lower  interest  rates 
and    more   plentiful   mortgage 
money,   this   segment   should 
improve  even  more.  The  same 
is  true  for  Bendix  worldwide 
automotive  operations.  Sales 
and   profits  were  up  substan-i 
tially  from  last  year's  levels, ! 
due  largely  to  the  strong  pace  | 
of  new  car  production  in  the 
1976  model  year  and  improve- 
ments in  car  and  truck  after- 
market    demand    for    Bendix, 
Fram  and  Autolite  brand  parts 
and  accessories. 

Our  aerospace-electronics 
group  continued  its  fine  per- 
formance. This  business  almost 
matched  last  year's  outstand- 
ing results  and  we  expect  to 
do  even  better  in  this  area  in 
the  months  ahead. 


If  you  would  like  a  copy  of  our  1975  Annual  Report 
and  1 976  First  Half  Report,  write  The  Bendix  Corpor- 
ation Executive  Offices,  Dept.  525,  Southfield, 
Michigan  48076. 
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In  the  industrial-energy 
area,  the  picture  was  mixed. 
Although  results  were  down 
for  the  second  quarter,  sales 
and  profits  improved  for  the 
first  half.  Our  energy-related 
operations  continued  to  per- 
form well. 

Our  financial    position   con- 
tinues very   strong.    Interest 
expense  is  down.  Our  substan- 
tial  short-term   marketable  se- 
curities portfolio  is  generating 
interest  income.  And  our  debt 
ratio  remains  low  by  historical 
Bendix  standards. 
I      Looking   ahead,  we  are  in- 
creasingly confident  that  we 
will  exceed  the  financial  objec- 
tives for  this  year  which  we 
established  at  the  beginning  of 
fiscal  1976. 

"In  fact,  the  results  for 
the  first  half  provide  ample 
assurance  that  we  will  sur- 
pass  last   year's   record 
total  net V  income  by  a  sub- 
stantial margin." 

W.  Michael  Blumenthal 
Chairman,  President  and 
Chief  Executive  Officer 


BENDIX  IN  THE  SEVENTIES 


EARNINGS  PER  SHARE 

$3.66 
$3.< 


ANNUAL 


SIX  MONTHS 


$2.53 


TO 

71 

72 

73 

74 

75 

$32.3 

$42.1 

$56.0 

$69.3 

$75.8 

$79.8 

$36.0 


$49.8 


EARNINGS  (Millions) 


Annual  figures  exclude  a  non-recurring  credit  and 
extraordinary  items.  Per  share  amounts  reflect  the  April 
1976  four-for-three  Common  Stock  split. 
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The  Numbers  Game 

Spies  In 

Green  Eyeshades? 

The  Internal  Revenue  Service  is  trying  to  turn  independent 
auditors  into  spies.  In  a  hastily  drafted  directive  issued  in 
April  the  IRS  told  its  field  agents  to  question  the  "man- 
aging partner"  of  a  company's  audit  firm  about  possible 
bribes,  kickbacks  and  slush  funds  that  ought  not  to  be 
treated  as  legitimate  business  expenses.  The  idea  is  to 
nail  the  person  "responsible  for  the  scope  of  the  audit." 
There  are  11  questions  covered  in  the  directive  and  the 
auditor  must  answer  them  under  penalty  of  perjury.  The 
questions  cover  a  huge  amount  of  ground.  The  first,  for 
example,  is:  "Did  the  corporation,  any  corporate  officer 
or  employee  or  any  third  party  acting  on  behalf  of  the 
corporation,  make,  directly  or  indirectly,  any  bribes,  kick- 
backs or  other  payments,  regardless  of  form,  whether  in 
money,  property,  or  services,  to  any  employee,  person, 
company  or  organization,  or  any  representative  of  any 
person,  company  or  organization,  to  obtain  favorable  treat- 
ment in  securing  business  or  to  otherwise  obtain  special 
concessions,  or  to  pay  for  favorable  treatment  for  business 
secured  or  for  special  concessions  already  obtained?" 

The  news  has  the  accountants  seriously  worried.  Many 
of  them  first  became  aware  of  this  directive  when  they 
were  contacted  by  IRS  agents  and  asked  the  questions. 

The  IRS  is  also  questioning  key  executives  in  the  cor- 
porations—those 1,200  companies  with  assets  of  $250  mil- 
lion or  more— that  it  audits  on  a  regular  basis.  These  audits 
now  include  the  same  broad  and  sweeping  questions  that 
the  IRS  is  putting  to  outside  accountants.  But  it  is  one 
thing  to  question  a  taxpayer  himself  and  quite  another 
thing  to  question  a  third  party— especially  one  who  enjoys 
a  somewhat  confidential  relationship  with  the  taxpayer. 
The  whole  thing  smacks  dangerously  of  police  power. 

How  can  the  IRS  do  this?  Isn't  the  relationship  be- 
tween a  businessman  and  his  auditor  as  confidential  as 
that  between  patient  and  doctor  or  client  and  lawyer? 
In  fact,  the  auditor-customer  relationship  is  ambiguous. 
After  all,  the  idea  of  auditing  is  to  get  an  independent, 
authoritative  check  on  management's  figures. 

However,  accounting,  which  involves  sampling  rather 
than  exhaustive  investigation,  is  hardly  an  ideal  method 
for  detecting  improper  activity.  The  accountants  have  con- 
sistently denied  responsibility  for  detecting  wrongdoing. 
The  courts  have  generally  upheld  them.  But  now  comes 
the  IRS  and  says  the  accotmtants  may  know  more. 

"There  could  be  a  constitutional  question  involved— a 
denial  of  due  process  because  of  a  violation  of  the  fed- 
eral rules  of  evidence  and  civil  procedures,"  says  Kenneth 
Solomon,  partner  in  charge  of  Laventhal  &  Horwath's  Chi- 
cago office  and  chairman  of  the  American  Institute  of 
Certified  Public  Accountants  task  force  on  illegal  acts  by 
clients.  "It's  not  that  auditors  are  unwilling  to  cooperate," 
he  stresses,  'Tjut  this  is  a  kind  of  fishing  expedition." 

There  seems  to  be  an  assumption  on  the  part  of  the 
IRS  that  the  taxpayer  can't  be  relied  on  for  the  truth  and 
so  its  agents  must  check  his  story  elsewhere.  "Our  whole 
tax  system  is  based  on  self-assessment,"  says  Douglas 
Carmichael,  manager  of  technical  services  for  the  AICPA. 
"If  what  the  IRS  wants  is  corroboration,  they  should  ask 
for  that  directly.  They  shouldn't  ask  us  for  primary  infor- 
mation." Auditors  with  their  client's  consent  or  under  court 
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order  would  have  relatively  little  trouble  with  that. 

IRS  Commissioner  Donald  Alexander  plays  down  the 
civil  rights  implications  of  his  move.  He  equates  the  use  of 
the  questionnaire  to  the  auditors'  tests  of  a  company's  rec- 
ords under  generally  accepted  auditing  standards. 

"They  find  it  necessary  to  check  with  third  parties,"  he 
says.  "They  don't  accept  a  client's  word  as  to  how  much 
money  he  has  in  the  bank."  He  seems  unaware  that  the 
auditors'  procedures  are  carefully  develop>ed,  exposed  for 
comment  by  all  concerned  parties  and  that  they  are 
specifically  designed  to  carry  out  the  duties  of  auditors 
as  spelled  out  in  the  securities  laws. 

Alexander  pats  a  stack  of  letters  from  accounting  firms 
and  says  he  is  considering  the  objections.  "We  hope  to  is- 
sue refinements  fairly  soon  and  we  think  they  will  rea- 
sonably meet  the  concerns  that  have  been  expressed  to 
us,"  he  says.  In  fact  the  Conunissioner  already  has  made 
some  concessions,  such  as  limiting  the  questionnaires  to 
the  1,200  largest  corporations  and  to  specific  years.  But 
the  accountants,  understandably,  are  still  worried. 

The  profession  is  certainly  aware  that  it  cannot  shirk 
all  responsibility  in  the  matter  of  fraud  and  illegal  pay- 
ments. Nine  months  ago  the  AICPA  put  a  task  force  to 
work  on  the  subject.  But  before  its  recommendations  could 
be  released,  the  IRS  began  knocking  on  its  doors. 

The  IRS  itself  was  reacting  to  pressure  from  higher  up. 
This  is,  after  all,  an  election  year.  The  Administration 
wants  to  create  the  impression  that  it  is  tough  on  mis- 
creants. Secretary  of  the  Treasury  William  Simon  put  the 
heat  on  Alexander.  Simon  ordered  Alexander  to  make  cer- 
tain that  companies  making  illegal  payments  do  not  get 
away  with  deducting  them  as  business  expenses. 

Under  the  circumstances,  the  IRS  is  unlikely  to  give  up 
on  its  fishing  expedition  unless  it  is  forced  to  do  so.  "What 
I'm  waiting  for,"  says  Robert  Hanson,  director  of  tax 
practice  for  Arthur  Young  &  Co.,  "is  just  one  client  who 
says:  'Hanson,  I  want  you  to  refuse.'  There  must  be  a 
judge  out  there  somewhere  who'll  hear  us  out."  ■ 
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Discomania 


The  kids  are  storming  the  discos^  and  the  owners 

are  swinging  all  the  way  to  the  bank. 

Big  business  is  getting  interested.  Very  interested. 


"There's  no  sense  sitting  at  home 
and  staring  at  four  walls.  Discos  are 
where  it's  at." 

"It's  flaunting  your  sexuality.  Peo- 
ple are  getting  their  sensuality  up 
front,  out  in  the  open." 

"I  like  gay  discos.  Gay  guys  don't 
want  to  shove  you  into  bed.  If  they 
give  you  a  compliment,  why,  they 
really  mean  it." 

"Kids  need  a  release,  and  this  music 
gives  it  to  them.  Discos  are  fast,  fast, 
fast.  Just  look  at  the  tension  of  the 
young  people  when  they  come  in. 
Here  they  can  move,  move,  move. 
They  can  fly." 

The  above  comments  were  garnered 
by  Forbes  reporters  at  discotheques 
around  New  York.  Discotheques  are 
the  hottest  part  of  the  entertainment 
business  these  days,  not  only  in  Man- 
hattan but  in  other  urban  areas. 
There  are  some  10,000  of  them  in 
the  U.S.,  estimated  to  be  grossing  as 
much  as  $4  billion  a  year— putting 
them  in  the  same  league  as  the  record 
industry  and  network  television.  Smart 
disco  entrepreneurs  are  becoming  mil- 
lionaires overnight. 

The  basic  product  is  as  old  as  the 
bam  dance  of  pioneering  days,  but 
the  pace  and  the  packaging  are  strict- 
ly mid-1970s:  packaged  electronic 
sound;  flashing  colored  lights  and 
video  effects;  sex  rampant— and  ouC 
in  the  open. 

There  are  discos  for  every  crowd 
and  for  every  taste.  Some  are  gargan- 
tuan, raucous  rooms  like  Manhattan's 
Infinity,  capable  of  handling  3,500 
flailing  dancers  a  night.  Others  are 
low-key  settings  for  100.  Some  are  for 
groups.  There  are  highbrow  discos 
and  lowbrow  discos,  straight  discos 
and  flaky  ones. 

Whatever  the  style,  a  discotheque 
can  be.-  highly,  even  scandalously 
profitable.  For  example,  take  Mi- 
chael O'Harro's  Tramp's  discotheque 
in  Washington,  D.C. 

Washington  restauranteur  Billy 
Martin  had  a  little-used  banquet 
room  in  his  old-hne  Carriage  House. 
Would  Mike  O'Harro  Uke  to  turn  the 
room  intO"  a  discotheque?  Sure,  said 
O'Harro,  now  36,  who  had  been  look- 
ing for  something  to  take  the  place 
of  the  singles  bars  he  had  opened  dur- 
ing the  1960s.  O'Harro  put  $100,000 
of  Martin's  money  into  the  conver- 
sion—"much  more  than  would  have 
been  necessary,"  says  O'Harro,  who 

FORBES,  JUNE   1,    1976 


spent  only  $10,000  on  the  ac- 
tual discotheque  hardware,  and 
$10,000  for  fancy  mirrors  and 
imitation  tortoiseshell  walls. 

Here's  how  the  investment 
has  paid  off:  Tramp's  now 
turns  over  from  200  to  500  cus- 
tomers nightly,  seven  nights  a 
week.  That  is  good  for  an  aver- 
age weekly  gross  of  some  $17,000— 
or  $900,000  annually.  Of  that  gross, 
about  20%  goes  for  liquor  and  35% 
for  payrolls  and  upkeep.  Thus,  O'Har- 
ro and  Martin  are  left  an  annual  pre- 
tax profit  of  around  45%-$400,000  on 
their  $100,000  investment. 

Then   there   are   the   members-only 
discotheques  like  gigantic  Infinity  in 
SoHo,    Manhattan's    new    Greenwich 
Village.  Infinity  owners  are  suspicious- 
ly  closemouthed   about   their   fi- 
nances. But  well-connected  disco 
sources  report  Infinity  has  some 
2,000    members,    each    of   whom 
pays  $35  a  year.   (The  dues  are 
rumored     to     increase     to     $200 
soon.)    For    your    $35,    you    and 
your  guests  get  the  privilege  of 
paying  a  $6-each  admission  fee 
whenever  you  feel  the  urge  to  get  up 
and  boogie  beneath  Infinity's  space- 
age   neon   light   show,    to   the   funky  jj 
music  played  by  its  $150-a-night-plus 
spinner,  Bobby  DJ. 


On  a  normal  week,  Infinity  will 
turn  over  some  5,000  customers,  for 
a  weekly  admission  gross  of  arovmd 
$30,000.  Membership  and  bar  reve- 
nues are  gravy.  Manhattan  disco 
sources  estimate  that  Infinity's  own- 
ers spent  less  than  $200,000  to  open. 
Rent  is  only  about  $10,000  a  year. 
This  disco  earned  back  its  start-up 
costs  in  less  than  seven  weeks. 

For  the  patrons,  discos  are  fun  and 
sex  and  exercise— a  safe,  inexpensive 
high— but  to  the  operators,  they  are 
strictly  business.  "A  good  disc  jockey 
has  tremendous  control  over  the 
crowd,"  says  Los  Angeles  discotheque 
owner  Scott  Forbes.  "He  can  bring 
them  up  and  bring  them  down,  take 
them  up  and  then  down  again." 
When  the  crowd  is  "down,"  it  heads 
for  the  bar.  Says  Forbes:  "You  can't 
have  your  crowd  just  dance  all  night." 

Initially,  the  action  was  mainly  at 
the  individual  entreprenetu'  level.  But 
now  big  businessmen  are  getting  into 
the  act.  "We  are  getting  calls  from 
businessmen  all  over  the  country,"  re- 
ports Bob  Wilhams,  45,  who  left  a 
mechanical  engineer's  job  with  Dow 
Chemical  to  open  Disco  Scene,  a  dis- 
cotheque systems  design  and  installa- 
tion firm.  "They  want  quotes  on  our 
installations  today,  and  to  be  in  busi- 
ness in  two  weeks.  They're  frantic!" 

Discos    have    been    a    godsend    to 


Frederick  Guterman,  55,  an  Interna- 
tional Telephone  &  Telegraph  aero- 
space group  executive  for  13  years 
before  he  took  on  the  presidency  of 
the  ailing  Horn  &  Hardart  restaurant 
chain.  Guterman  is  stuck  with  several 
restaurant  properties  in  seedy  locales. 
Even  when  he  can  get  customers  to 
the  tables,  they  rarely  stay  past  7  p.m. 
To  utilize  the  floor  space  he  pays  for 
24  hours  a  day,  Guterman  decided 
to  put  discotheques  into  old  Horn  & 
Hardarts  (which  themselves  are  being 
converted  into  Burger  Kings ) . 

Chain  Potential 

Guterman's  prototype  disco  is  99X 
in  Lower  Manhattan.  It  is  relatively 
small,  turns  over  around  450  cus- 
tomers nightly,  and  Guterman  is  con- 
sciously trying  to  capture  not  the  jet 
set  but  the  low-to-middle-income 
kids  that  flock  to  Burger  Kings  and 
McDonald's.  His  disco's  gross  is 
around  $200,000  a  year— much  less 
than  high-flying  places  hke  Regine's 
or  Infinity.  But  being  small  and  cater- 
ing to  a  mass  audience,  it  has  vast 
potential  for  chain  operation.  "We 
want  the  mass  market,  and  to  just 
clear  $50,000  or  $100,000  in  several 
locations,"  Guterman  says.  "Why,  I'd 
be  the  happiest  guy  in  the  world  if  I 
could  become  the  McDonald's  or 
Burger  King  of  the  disco  world!" 


Guterman  plans  to  open  five  more 
disco  adjuncts  within  the  year:  "The 
discotheque  business  isn't  structured 
yet.  There  are  a  lot  of  inexperienced 
operators  that  don't  know  the  first 
thing  about  running  a  business,  and 
as  far  as  I'm  concerned,  an  tm- 
structured  business  is  always  the  best 
kind  to  get  into."  Big,  highly  profit- 
able Marriott  Corp.  seems  to  agree. 
It  recently  retained  disco  impresario 
*  Michael  O'Harro,  who  says  Marriott 
plans  to  add  several  more  discos  to 
the  ten  it  already  runs. 

All  in  all,  disco  industry  sources 
confidently  foresee  several  thousand 
new  discotheques  in  place  by  the  end 
of  the  year.  Most  of  the  expansion, 
they  say,  will  be  in  the  disco-less 
areas  of  the  South,  Southeast  and 
Midwest. 

There  are  hazards,  to  be  sure.  A 
disco  is  a  sitting  duck  for  organized 
crime— always  alert  for  cash-and-car- 
ry businesses.  And  discos  are  not 
without  violence.  This  year  in  Toledo 
alone,  two  discos  have  been  torched. 
And  discos  don't  always  mix  with 
other  kinds  of  business.  Emersons 
Ltd.,  a  onetime  hot-stock  steak-and- 
salad  restaurant  chain,  hired  Mike 
O'Harro  to  put  Dimples  discotheques 
into  27  of  Emersons'  42  restau- 
rants. Unfortunately,  the  noisy  blue- 
jeaned    youngsters     turned     off    the 


Oh,  What  A  Lovely  Fad 


Andrea  True,  26  {see  photo),  is  a 
former  porno  film  star  turned  disco 
music  queen.  True  has  proved  to 
everyone  that  unknown  talent  can 
be  merchandised  in  the  discotheques. 
Her  debut  record.  More,  More,  More 
(an  answer  to  the  song's  lyric:  "How 
do  you  like  your  love?")  became  a 
nationwide  disco  smash  a  few  weeks 
ago.  Fulfilling  every  recordman's 
dreams,  the  song  leaped  onto  the  pop 
music  charts  from  which  radio  station 
programmers  choose  the  songs  they'll 
play.  Buddah  Record's  sales  office  re- 
ports the  song  has  already  sold  over 
400,000  singles. 

The  discotheque  boom  may  be  just 
what  the  troubled  record  companies 
need.  Acid  and  freak  rock,  from 
which  the  companies  made  millions 
(Forbes,  Apr.  15,  1973),  is  about 
dead  (Forbes,  Aug.  1,  1975)— so  a 
new  sound  is  needed.  Moreover,  the 
big  pop  music  radio  stations  have  cut 
their  playlists  from  40  items  five  years 
ago  to  around  20  today.  New  mar- 
keting channels  are  needed.  Enter  the 
discotheques. 

"Discos  are  a  great  way  to  sell  rec- 
ords," bubbles  Gerald  Greenberg, 
president  of  Warner  Communications' 
Atlantic  Records  and  responsible  for 
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several  disco  hit  songs  worth  millions 
in  sales.  "We  used  to  have  our  hands 
tied  because  if  the  radio  stations 
wouldn't  play  our  records,  no  one 
knew  they  existed.  Discotheques  are 
giving  us  an  extra  shot  at  getting  our 
artists  known,  and  then  getting  them 
on  the  radio  stations."  Which  is  a 
considerable  difference. 


So  far,  the  disco  business  seems  to 
be  going  mostly  to  the  smaller  record 
companies,  with  names  like  Buddah, 
Philly  Groove,  Oasis  and  Sam  Rec- 
ords. "With  the  exception  of  Atlantic, 
the  majors  are  not  picking  up  disco 
music  the  way  they  should  be,"  says 
Bill  Wardlow,  associate  publisher  of 
Billboard  magazine.  "The  secondary 
labels  are  creaming  the  market." 

The  radio  station  programmers  are 
taking  disco  music  seriously.  New 
York's  big  WPIX-FM,  which  reaches 
some  1.2  million  young  listeners  week- 
ly, has  inaugurated  a  special  disco- 
music-only  program  running  three 
hours  on  weeknights  and  Saturday, 
two  on  Sunday. 

WABC's  top  programmer.  Rick 
Sklar,  has  some  doubts.  "We  have  the 
feeling,"  he  says,  "that  some  of  the 
record  companies  are  giving  away  a 
lot  of  free  records— the  old  payoff 
thing."  (A  disco  deejay  in  Miami  told 
Forbes:  "Sure,  record  promo  guys 
offer  me  some  cash.  Sure,  I  take  it,  if 
I  think  they've  got  good  records." 
Some  state  lawmen  may  frown  on 
that.  But  discos  do  not  come  under 
the  authority  of  the  Federal  Com- 
munications Commission,  and  so  pay- 
ola is  not  illegal. ) 


FORBES,  JUNE   1,   1976 


well-heeled  older  people  who  were 
the  mainstay  of  the  restaurants.  Em- 
ersons  President  John  Radnay  recent- 
ly resigned  under  fire  and  Emersons  is 
closing    most    of    its    discotheques. 

Problems  like  this  are  giving  pause 
to  some  of  the  bigger  food-and-lodg- 
ing  companies  that  have  flirted  with 
discos.  "We  have  spent  a  great  deal 
of  time  looking  at  discotheques,"  says 
Charles  Barnette  of  Holiday  Inns, 
Inc.,  which  now  has  five  quasi-discos 
in  operation  and  five  more  on  the 
drawing  boards.  (A  quasi-disco  is 
one  with  less  razzle-dazzle,  operating 
one  or  two  nights  a  week.)  "But  we 
are  not  going  to  go  all  out.  For  one 
thing,  our  guys  have  seen  a  lot  of 
discos  fold;  we  think  it  may  be  a 
fad.  For  another,  we  simply  don't 
want  to  attract  the  18-to-24-year-old 
disco  crowd  into  our  inns." 

"There  are  so  many  people  who 
see  the  fast  buck  in  discos,  and  are 
opening  them  up  so  fast  that  it's  go- 
ing to  be  very  hard  for  people  to 
make  much  money  in  them  much 
longer,"  warns  Scott  Forbes,  whose 
Los  Angeles  Studio  One  discotheque 
turns  over  7,000  mostly  homosexual 
customers  a  week  and  grosses  over  a 
miUion  annually.  Still,  Forbes  himself 
is  busily  building  three  more  discos. 

Cheap  Entertainment 

But  for  the  industry  as^a  whole  the 
outlook  is  bright.  The  reason  is  really 
rather  simple:  Discos  are  cheap  to 
operate.  The  entertainment  is  cheap 
—a  few  hundred  dollars  for  records 
and  a  disc  jockey,  not  thousands  of 
dollars  for  live  entertainment.  And 
records  are  not  temperamental. 

"I  don't  think  discotheques  are  a 
fad.  They  are  firmly  grounded  in  ad- 
vances in  electronic  sound,  light  and 
video  technologies,"  says  Larry  Silver- 
man, an  MIT  computer  sciences 
graduate  whose  Digital  Lighting 
Corp.  now  sells  around  a  million  dol- 
lars worth  of  disco  hardware  annual- 
ly. "It's  like  what  advances  in  mo- 
vie technology  did  to  vaudeville,  and 
what  TV  did  to  Hollywood." 

"The  fact  is,"  says  Guterman  of 
Horn  &  Hardart,  "that  discotheques 
are  a  great^'entertainment  value.  What 
else  are  kids  going  to  do?  Movies 
these  days  cost  $4  or  $5,  and  they 
only  take  up  a  couple  of  hours.  Kids 
can't  afford  floor  shows  and  concerts. 
But  in  a  discotheque,  they  can  get  a 
whole  night  full  of  fun  for  just  a  few 
bucks." 

Sure,  it's  a  risky,  faddy  business, 
one  that  anybody  can  enter.  But  with 
profit  margins  running  as  high  as  40% 
and  more  of  gross,  it  has  an  irresisti- 
ble appeal— not  only  to  flashy  en- 
trepreneurs but  to  big,  solid  busi- 
nessmen as  well.   ■ 
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Y)u  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass 
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The  worlds  oldest  whiskey. 

Individuals  have  poured  this 

smooth  mellow  whiskey  since  1608. 
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communications  problems 
mow  your  business  better. 


Bell  has  enormous  expertise  in  both  voice  and  data 
communications.  And  ongoing  studies  we're  doing  of 
American  business-industry  by  industry-better  enable  us 
to  put  that  expertise  to  work  for  you. 

When  you  come  to  us,  we  take  100%  responsibility 
for  providing  the  communications  system  you  need... 
whether  your  needs  take  the  form  of  ordinary  voice 
communications  or  millions  of  bits  of  data. 

We  can  take  total  responsibility  for  aU  your  communi- 
cations because  we  design,  install,  maintain  and  repair 
the  particular  system  that  best  meets  your  needs. 

(And  when  it  serves  your  interests  best,  we'll  draw 
upon  reliable  outside  sources  to  insure  that  you  get 
exactly  the  system  you  require.) 

What  it  comes  down  to  is  this:  When  you  work  with 
the  Bell  System,  the  Bell  System  is  the  only  communica- 
tions company  you  have  to  work  with. 

Get  someone  who'll  per-       n^^^t^im  ■ 
sonally  scramble  to  solve  your      |  ^J  I  AlL  _ 
communications  problem- 
contact  your  Bell  Account  OIDII  inT V 
Representative  today.                      wIDILiI  I    ■ 


Bell  System 


Faces  Behind  the  Figures 


Bon  Voyage 

"I  LOVE  the  securities  business,"  says 
Alan  Weeden,  52,  the  quiet,  hand- 
some former  chief  executive  and  bond 
department  head  at  Weeden  &  Co., 
the  third-market  specialists.  "But  I've 
been  at  it  27  years;  sometimes  you 
reflect  what  would  happen  if  you  got 
hit  by  a  truck,  and  you  were  waiting 
for  an  ambulance— no  doubt  there 
would  be  certain  things  you  wish 
you'd  done  in  your  life." 

Alan  Weeden  decided  not  to  wait 
for  the  ambulance.  With  his  two  sons, 
23  and  22,  and  his  daughter,  18,  he 
is  taking  a  year  off  to  travel  around 
the  world.  London,  Paris,  Acapulco, 
Hong  Kong?  Not  on  your  life.  Weed- 
en plans  a  backpacking  and  kayaking 
lour  of  some  of  the  wildest,  most 
desolate  spots  on  earth:  Alaska's 
Brooks  Range,  Chile's  uninhabited 
coastline,  Tasmania  (the  island  off 
the  southern  coast  of  Australia),  East 
Africa.  There  will  be  a  few  less 
strenuous  interludes,  of  course:  is- 
land-hopping in  Fiji  and  Tahiti,  a 
cruise  tour  of  the  Galapagos  Islands, 
a  diving  expedition  in  Australia's 
Great   Barrier   Reef.    (Weeden's   wife 


will  join  him  for  some  of  these  more 
genteel  activities.)  And  the  trip  is  al- 
most completely  flexible:  "If  we  like  a 
place,"  says  Weeden,  "we'll  stay;  if 
we  don't,  we'll  move  on." 

No  doubt  there  are  some  Wall 
Streeters  who  hope  Weeden  suffers 
a  fate  similar  to  that  of  Ferdinand 
Magellan,  the  Portuguese  explorer 
whose  party  was  ambushed  by  Fili- 
pino natives  on  the  first  voyage  ever 
taken  around  the  globe.  Weeden's  firm 
bypassed  the  commission  schedule 
way  back  when  that  was  "dirty  pool" 
on  Wall  Street.  And  as  the  biggest 
over-the-counter  trader  in  stocks  listed 
on  the  Big  Board,  Weeden  &  Co.  is  a 
foremost  advocate  of  a  competitive, 
central  capital  market  not  organized 
around  the  New  York  Stock  Exchange. 

"We  don't  plan  to  hit  the  Philip- 
pines," Weeden  chuckles  when  re- 
minded of  Magellan.  "I  expect  to 
come  back  to  Weeden  &  Co.,  but  I 
don't  have  any  commitments  either 
way."  In  the  meantime,  Weeden  and 
his  brothers  Donald  and  John,  who 
run  the  company  together,  see  in  new 
chief  executive  John  Krause  a  man 
they  feel  comfortable  with. 

"The  wild  areas  of  the  world  are 


Weeden  of  Weeden  &  Co. 

fast  disappearing,"  says  Weeden,  a 
member  of  the  Audubon  Society  and 
the  Sierra  Club.  "Unless  you  see  it 
fairly  soon,  you're  not  going  to  get  a 
picture  of  real  wilderness." 

Since  Weeden  &  Co.  has  just  moved 
to  New  Jersey  to  escape  the  New  York 
securities  transfer  tax,  is  Alan  Weeden 
going  on  this  trip  to  search  for  an 
even  better  location? 

"No,"  he  smiles.  "Jersey  City  is  ex- 
otic enough."  ■ 
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''You  Gotta  Be  Papa 


James  J.  Shapiro  has  a  reputation 
as  a  dictator,  but  the  Forbes  report- 
er who  interviewed  him  said  it  was 
the  first  time  a  chief  executive  officer 
ever  kissed  her  hand. 

The  66-year-old  founder  and  chair- 
man of  Simplicity  Pattern  Co.  is  not 

Shapiro  of  Simplicity  Pattern 


that  charming  with  everybody.  Irate 
stockholders  don't  like  the  fact  that 
he  stayed  on  beyond  compulsory  re- 
tirement age  (65),  that  he  collected  a 
lump-sum  retirement  payment  while 
still  employed,  and  that  he  will  be 
raking  in  $120,000  a  year  for  ten  years 
as  a  consultant.  A  shareholder  suit 
further  charges  Shapiro  and  several 
other  board  members  with  "a  plan  to 
enrich  themselves"  by  writing  a  sweet 
option  deal  to  buy  stock  at  $7.56  per 
share  in  December  1974,  when  the 
stock  was  near  its  eight-year  trough, 
surrendering  $22  options  to  do  so. 

The  shareholders  also  did  not  like 
it  that  Shapiro  owns  so  litde  Simplici- 
ty stock  (7,698  shares  out  of  a  total 
of  13.7  million  outstanding)  after 
selling  off  a  reported  $30  million 
worth  over  the  years. 

All  of  which  Shapiro  meets  with  a 
sunny  smile  and  sweet  reason.  He  felt 
Simplicity  wasn't  worth  $60  or  $50  a 
share  when  he  sold  off  at  those 
prices:  "It  wasn't  worth  it  then  and 
it's  not  worth  it  now." 

Nobody  will  argue  with  him  there. 
The  stock  recently  sold  at  ISJs. 

Questions  about  his  stock  sales  are 
the  only  ones  that  show  up  any  cracks 
in  the  chairman's  equanimity.  He  ac- 
tually stutters  a  little  as  he  says:   "I 


think  my  judgment  factors  are  just 
fine,  thank  you.  Do  you  think  I  am 
not  sophisticated  enough  to  know  that 
I  had  a  several-million-dollar  profit  on 
my  option  stock  and  do  nothing  about 
it?  That  would  be  a  matter  of  bad 
taste,  and  I'm  not  guilty  of  that.  Fur- 
thermore, I  see  no  reason  to  apolo- 
gize for  it.  That's  not  what  I  am  em- 
ployed to  do." 

What  about  running  the  company 
after  selling  off  most  of  what  he  owned 
of  it?  "I  never  thought  I  was  a  cus- 
todian. I  didn't  feel  I  had  to  own  to 
command."  And  command  he  has.  Ex- 
employees  call  it  dictatorship,  but 
Shapiro  calls  it  "authority.  You  gotta 
be  Papa,"  he  says.  "I  like  it." 

Soon,  the  shareholders  won't  have 
Shapiro  to  kick  around  anymore.  At 
the  annual  meeting  June  4  he  will 
announce  his  retirement.  "I've  had 
fun,"  he  says— ff  his  criHcs  haven't. 

But  the  fun  isn't  over.  Shapiro 
plans  to  slip  in  President  Harold 
Cooper  as  chairman  and  name  Vice 
President  and  Treasurer  Lilyan  H.  Af- 
finito  president— both  are  his  prot^g^s. 

He  also  plans  to  take  his  $1.2-mil- 
lion  consulting  contract  seriously.  He 
and  a  couple  of  directors,  he  says,  will 
"work  on  the  direction  the  company 
should  take."  ■ 
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One  Last  Fling? 

At  69,  homebuilder  William  Levitt  is 
on  an  ego  trip— literally— and  it  is  tak- 
ing him  to  Nigeria  and  Iran,  two  oil- 
rich  countries  stiiiggling  to  develop 
their  economies.  The  man  whose  com- 
pany made  "Levittown"  a  household 
word  with  $6,999  homes  hopes  to 
sign  contracts  for  mass-producing 
12,000  to  20,000  houses  in  each  coun- 
try within  a  year.  "Right  now,"  he 
says,  "Nigeria  needs  more  than 
200,000  homes." 

An  ego  trip?  Precisely.  Levitt  is  a 
rich  man,  with  an  attractive  young 
wife,  a  dazzling  yacht  and  a  collec- 
tion of  post-Impressionist  paintings. 
He  needs  the  headaches  of  doing 
business  in  less-developed  countries 
about  as  much  as  he  needs  a  hole  in 
the  head.  But  Levitt  still  feels  he 
lacks  something.  He  explains  in  his 
sad,  gravelly  voice: 

"I  just  finished  reading  Wood- 
ward and  Bernstein's  The  Final  Days. 
Look  what's  left  for  his  [Nixon's]  fam- 
ily to  remember.  For  posterity  to 
remember." 

What  bothers  Levitt  is  that  after 
he  sold  his  family  firm  to  Harold  Ge- 


neen's  International  Telephone  &  Tele- 
graph, the  homebuilding  outfit  rap- 
idly went  downhill.  Levitt,  quite  un- 
derstandably, doesn't  welcome  the 
idea  of  seeing  the  family  name  end 
on  a  downbeat. 

The  Nigerian  Levittowns  will  ap- 
ply Levitt's  once-famous  27-step 
building  system  to  a  more  primitive, 
labor-intensive  setup.  To  fit  local  so- 
cial customs,  the  houses  (750  to  1,200 
square  feet)  will  center  on  an  inside 
courtyard.  Plans  are  being  drawn  in 
a  smallish  office  in  Greenvale,  Long 
Island  by  a  staff  that  is  only  a  shad- 
ow of  the  2,800  people  who  once 
labored  for  Levitt. 

Has  he  no  further  dreams  of  help- 
ing the  U.S.  solve  its  own  bottom- 
less need  for  low-cost  housing?  Out 
of  the  question,  says  Levitt.  "The 
$25,000  U.S.  house  is  at  least  five 
years  in  the  future.  The  technology 
isn't  ready  yet." 

And  so,  other  countries,  other 
places  are  to  get  Bill  Levitt's  final  at- 
tentions. "What  I  want,"  he  says,  "is 
to  put  my  name  on  the  world  map. 
Subconsciously,  I  guess  I  want  to  pro- 
mote again  the  public  image  I  once 
had."  ■ 


Homebuilder  Levitt 
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^^See  Howv  She  Runs 


"Take  it  otrr  for  a  spin  and  see  how 
she  nins."  That's  the  time-honored 
pitch  of  the  used-car  salesman.  It  is 
the  unlikely  pitch  Joseph  B.  Flavin, 
Singer  Co.'s  new  boss,  is  making  to 
unload  the  business  machines  disaster 
he  inherited.  Chairman  Horace  A. 
Shepard  of  Cleveland's  TRW  Inc.— 
his  best  prospect— is  taking  him  up  on 
it.  Shepard  has  taken  the  wheezing 
jalopy  out  for  a  spin— assuming  the 
management  but  none  of  tiie  assets  or 
financial  obhgations.  Later  on  he  will 
decide  which  pieces  of  the  business 
he  wants  to  buy,  and  at  what  price. 
Shepard,  63,  TRW's  boss  since 
1969,  is  an  old  hand  at  bargaining. 
As  a  brigadier  general,  he  headed  the 
Air  Force's  procurement  during  the 
Korean  war.  Right  now  he  has  Singer 
over  a  barrel.  With  losses  mounting 
when  he  took  over  last  December, 
Flavin  decided  to  get  out  of  business 
machines  as  qmckly  as  possible.  Sing- 
er would  accept  new  orders  only  un- 
til June  30.  That  would  stop  one 
hemorrhage.  But  to  stop  the  bleeding 
entirely  it  needed  a  buyer  for  the  ser- 
vice and  maintenance  contracts  on 
more  than  50,000  pieces  of  eqviipment 
it   had   already   installed.    Otherwise 


Shepard  of  TRW 


continued  losses  might  gush  above  the 
$325-million  reserve  he  had  set  up. 

Flavin  knocked  on  more  than  70 
doors  before  Shepard  and  J.  Sidney 
Webb,  head  of  TRW's  electronics 
group,  showed  interest  in  the  big 
North  American  portion  of  the  ser- 
vice business.  (Britain's  ICL  is  doing 
the  same  thing  with  the  much  small- 
er overseas  portion.)  Shepard  and 
Webb  were  interested  because 
they've  been  trying  to  get  into  retail 
point-of-sale  (POS)  computer  ter- 
minals, where  Singer  was  the  leader. 
Taking  over  Singer's  service  contracts 
would  give  TRW  an  inside  track  with 
thousands  of  POS  customers,  includ- 
ing Sears,  Roebuck. 

TRW  sat  out  the  early  rounds  in 
the  POS  market.  With  a  steady  14% 
or  better  return  on  equity  from  a 
spread  of  electronics,  energy,  auto- 
motive and  aerospace  products  total- 
ing $2.6  billion  in  sales,  Shepard  fig- 
ured he  had  too  much  to  risk  by  join- 
ing "the  price-cutting  and  scrimmag- 
ing for  market  share  among  the  early 
pioneers  in  the  field."  Boy,  was  he 
smart!  Now,  with  his  own  "second- 
generation"  terminals  ready  to  go, 
plus  the  "fortunate  coincidence"  of 
Singer's  demise  in  POS,  he  will  take 
the  plunge— but  with  minimal  risk.  ■ 
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Faces  Behind  the  Figures 


Mackenzie  of 

Lake  Placid  Olympic  Committee 


How's  That? 

Ronald  MacKenzie,  73,  retired  in 
1969  as  Lake  Placid,  N.Y.  postmaster 
to  "have  more  time  for  skiing."  He 
hasn't  done  much  skiing  himself,  but 
he  has  taken  on  the  task  of  seeing  to 
it  that  a  great  many  other  athletes 
get  an  opportunity.  He  is  now  presi- 
dent of  Lake  Placid's  Olympic  Com- 
mittee for  the  Winter  Games  of  1980. 

It  could  be  a  pretty  rough  way  to 
spend  a  retirement.  But,  says  Mac- 
Kenzie, Lake  Placid  is  different.  (Dif- 
ferent from  Irmsbruck's  $140-million 
Games  and  different  from  Montreal's 
$1.4-billion-plus  Games.)  "Before  we 
made  any  bid  to  the  International 
Olympic  Committee,"  he  says,  "we  got 
complete  federal,  state  and  local  sup- 
port. This  is  what  is  absolutely  neces- 
sary to  any  community,  large  or  small, 
in  staging  an  Olympics  Games.  It  is  a 
country's  responsibility.  It  is  that  big 
an  operation." 

Lake  Placid  also  has  most  of  the 
Olympic  facilities  in  place,  says  Mac- 
Kenzie. The  community,  he  goes  on, 
holds  international  competitions  every 
year  in  most  of  the  winter  sports. 
Furthermore,  the  facilities  built  in 
1932  for  that  year's  Olympic  Games 


have  been  maintained  and  constant- 
ly updated  over  the  years. 

The  Federal  Government  is  being 
asked  to  chip  in  $49  million,  and  the 
state  of  New  York  has  budgeted  and 
plans  to  spend  $13  million  in  upgrad- 
ing its  facilities.  The  community  of 
Lake  Placid— that  is,  the  Lake  Placid 
Olympic  Organizing  Committee— is 
prepared  to  spend  $13  miUion. 

So  the  budget  is  set  for  $75  million. 
This  figure  includes  plans  for  housing 
the  athletes,  possibly  at  Raybrook  Sani- 
torivun,  an  imoccupied  state  facility 
that  could  accommodate  1,600. 

The  Winter  Games  must  have  test 
competition  on  all  new  faciUties  in 
1979.  So  Lake  Placid,  says  Mac- 
Kenzie, will  face  none  of  the  cost- 
escalating,  last-minute  problems  of 
Montreal's  Summer  1976  Games 
(Forbes,  Apr.  15).  Is  he  sure? 

"When  we  first  started  with  this," 
answers  MacKenzie,  "we  asked  for 
$25  miUion  to  $30  miUion  at  the  federal 
level.  Our  engineers  built  in  the  infla- 
tion factors.  You  have  been  given  the 
inflated  figures,  so  don't  blow  them 
up  any  more." 

Where  have  we  heard  that  before 
about  projects  for  which  the  taxpayer 
foots  the  bill?  ■ 


End  Run 

It  was  a  question  of  trust,  says  Oren 
Lee  Staley,  president  of  the  National 
Farmers  Organization.  Overseas  buy- 
ers of  U.S.  grain  were  losing  confi- 
dence in  the  quality  of  our  crops  be- 
cause of  the  scandal  over  corrupt  port 
inspectors  working  for  the  big  export 
houses.  That's  why  NFO  decided  to 
go  into  the  export  business  itself. 

So  far,  NFO  has  sent  large  ship- 
ments of  wheat,  soybeans  and  corn  to 
buyers  in  the  Netherlands,  Belgium 
and  Japan.  Completely  ignored  in  the 
deals  were  the  Big  Six  exporters,  con- 
sisting of  Continental  Grain,  Cargill, 
Bunge,  Cook  Industries,  Gamac 
Grain  and  Louis  Dreyfus.  Farmers  in 
the  225,000-member  group  took  their 
crops  directly  to  the  16  barge-load- 
ing sites  available  to  the  NFO,  some 
located  as  far  upstream  as  Minnesota 
and  Kentucky,  NFO  men  inspected 
them  three  times  during  shipment  to 
U.S.  ports. 

NFO  has  set  up  a  225-man  de- 
partment to  build  the  business,  hiring 
away  several  top  men  from  the  big 
exporters  and  U.S.  feed  companies. 
"We  got  Ralston  Purina's  transporta- 
tion man,"  says  Staley,  who  himself  is 


Staley  of  NFO 


no  kin  to  the  Staley  mflling  family. 

The  real  reason  for  the  end  run, 
however,  is  price,  not  trust.  NFO 
hopes  to  get  a  good  export  price  for 
its  farmers,  although  Staley  admits 
that  in  some  cases  he  hasn't  been  able 
to  do  as  well  as  the  Big  Six,  who 
have  big  volume  and  long-term  con- 
tacts in  the  trade.  But  the  basic  aim 
is  for  NFO  to  take  enough  of  the 
business  to  affect  domestic  prices.  If 
prices  at  home  begin  to  fall,  the 
farmers  hope  they  will  be  able  to  use 
their  own  group  to  turn  on  the  ex- 
port tap. 

So  far,  all  NFO  has  gotten  out  of 
it  is  the  basic  cost  of  handling  the 
deals.  But  Staley,  53,  who  has  headed 
the  association  since  it  went  national 
in  1955,  hopes  the  move  will  also  at- 
tract new  members.  He's  confident 
enough  of  the  business  to  begin  ship- 
ping com  and  soybeans  through  it 
from  his  own  800-acre  farm.  That's 
only  80  miles  from  the  NFO  head- 
quarters in  the  little  town  of  Corning, 
Iowa  (pop.:  2,095),  where  125  ^^i 
NFO's  1,000  staff  members  work. 

"I've  been  over  to  Rotterdam  and 
seen  the  looks  on  those  buyers'  faces," 
he  says.  "They  like  what  they're  get- 
ting now.  We're  going  to  grow."  ■ 
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EXPANSION 
NEEDS. 

Sir  Isaac  Newton  said  it.  "A  body  In 
motion  tends  to  remain  in  motion." 
A  company  that's  growing  tends  to 
keep  growing. 

Your  momentum  is  our  business  at 
Caeneral  Electric  Credit.  We  finance. 
We  lease.  We  lend.  So  you  can  expand 
your  horizons,  increase  your  produc- 
tion, or  broaden  your  market. 

New  corporate  headquarters  or  fac- 
tory, new  distribution  center  or  ware- 
house. We  turn  blueprints  into  reality! 

We've  done  it  for  a  lot  of  companies 


In  a  lot  of  ways.  Creatively. 

One  of  our  ideas:  leveraged  leases 
that  launched  two  of  the  largest  U.S.- 
built  vessels.  Another,  a  GECC  lease 
for  10,000  freight  cars.  A  third,  re- 
ceivables financing  that  put  some 
meat  on  a  meat-packer's  cash  flow. 

We  have  ideas  for  retailers,  too,  on 
everything  from  pianos  to  pajamas. 

For  full  information,  call  T.  T.  Gray 
at  (203)  357-4420.  Or  write  him  at 
GECC,  260  Long  Ridge  Rd.,  Stamford, 
Connecticut  06904. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamford,  Connecticut  06904 


Equipment  and  Fleet  Leasing 

Installment  Purcfiase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real  Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 

Progress  for  People  and  Business 
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We  drove  this  21^2  ton  Rolls  Royce  Corniche  over 


The  point  is  that 
paper  can  be  stronger 
than  you  think. 
Especially  if  it's  in  the 
form  of  corrugated 
box  material. 

The  roadbed  of 
this  bridge  was  made  out  of  six  layers  of  triple- 
wall  corrugated— a  material  which  St.  Regis 
is  a  major  producer  of.  The  verticals  were  made 
of  five  1  ayers,  and  the  triangles  of  four. 

Triplewall  is  made  up  of  three  layers  of 
the  corrugated  "medium"  and  four  layers  of 
linerboard,  as  shown  below.  And  it  can  with- 
stand 1 , 1 00  lbs.  per  square  inch  of  puncture 
pressure  on  its  side.  And  on  its  edge,  a 
12  X  12  in.  piece  can  take  930  lbs. 
A  mere  seven  layers  of  paper! 

What  makes  corru- 
gated so  strong? 

The  strength  of  cor 
rugated  isn't  only  in  the  -  j^ 

paper  itself.  It's  the  structure. 
The  shape  of  the  medium  is  one  of  the 
strongest  structures  known.  In  Colonial 
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Virginia  walls  like  the  one  shown  here,  were 
built  in  the  corrugated,  or  serpentine  form. 
And  they're  still  standing  today,  although 
they're  only  one  brick  thick. 

The  greatest  strength  of  corrugated  is  in 
the  vertical  direction, 
where,  as  long  as  it 
maintains  the  vertical— 
which  the  box  shape 
tends  to  help  it  do— it  will 
support  phenomenal  weights. 
How  corrugated  is  made. 
Corrugated  is  a  sand- 
wich. A  wavy  corrugated  medium 
is  squeezed  between  two  rollers 
with  meshing  teeth  as  shown  on 

the  right.  That's  the  meat  of  th^ 
sandwich.  The  bread  is  two 
layers  of  heavy  paper  called 
linerboard.  These  three  arc 
glued  together  and  the  result  i^ 
one  of  the  strongest  and  most  versati 
packaging  materials  around. 
Of  course,  you  can  also  make  corrugated 
with  two,  or  even  three  layers  of  medium— as 


bridge  made  entirely  of  paper  to  prove  a  point. 


did  for  our  bridge.  And  the  mediums  in  our 
)lewall  are  a  combination  of  different 
:;knesses. 
New  wrinkles  for  corrugated. 
Since  it  was  patented  in 
71,  corrugated  has  been 
5  of  the  mainstays  of  the  Ameri- 
i  distribution  system.  In  fact,  the 
Tugated  box  is  one  reason  we 
f^e  the  most  efficient  distribution  system  in 
world.  With  it  you  can  ship  products  over 
exceptionally  long  distances  we  have  in 
J  country,  efficiently  and  cheaply. 
St.  Regis  has  had  its  share  of  innovations  in 
field.  Partly  because  we're  one  of  the  largest 
kers  of  linerboard  in  the  world.  And  partly 
ause  of  our  technology  and  marketing  thrust 
And  we're  finding  a  lot  of  new  uses  for 
rugated.  We're  out  to  replace  more  expen- 
packaging..One  of  its  greatest  advantages 
lat,  unlike  packaging  made  of  steel  or  wood, 
can  ship  our  boxes  flat  to  the  customer.  So 
ives  on  shipping  costs. 

Technology  and  marketing. 
All  this  reflects  the  marketing  stance  of 

I 


St.  Regis  toward  all  our  packaging,  paper  and 
lumber  and  construction  products.  To  put  the 
full  weight  of  our  technology  at  the 
disposal  of  our  marketing  effort. 

Because  we,  at  St.  Regis, 
believe  the  way  to  get  ahead 
is  to  have  the  products  of  the  future 
today. 

The  future  belongs  to  those  who  stay  up 
to  the  minute. 
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Beautiful  Odds 


Insurance  experience  indicates  that  nuclear  is  one 
of  the  safest  industries  on  earth. 


California  voters  will  say  yes  or 
no  to  nuclear  energy  June  8.  The 
proposition  they're  voting  on  was 
drafted  by  the  antinuclear  forces  with 
a  certain  amount  of  cynicism.  It  does 
not  ask  the  voters  whether  they  do 
or  do  not  want  nuclear  power.  It  asks 
them,  among  other  things,  to  require 
the  power  companies  to  assume  un- 
limited habihty  for  their  plants.  Un- 
limited? Why,  yes.  Suppose  a  whole 
city  went  up  in  a  mushroom  cloud? 

The  idea  is  ridiculous,  of  course. 
The  odds  of  an  accident  involving 
even  100  fatalities  are  about  one  in 
every  1  million  plant-years.  But  the 
proposition  has  a  reasonable  sound  to 
it:  If  the  utilities  are  so  sure,  why 
don't  they   buy  unlimited  insurance? 

The  answer,  of  course,  is  that 
there  is  no  such  thing  as  "unlimited" 
insurance.  What  the  "antinukes"  really 
want  is  to  outlaw  nuclear  power 
plants  in  California— only  they  lack 
the  courage  and  the  confidence  to 
put  such  a  proposition  on  the  ballot. 

The  whole  argument  on  the  need 
for  "unlimited"  insurance  ignores  the 
experience  of  the  insurance  industry 
itself,  which  shows  that  nuclear  en- 
ergy has  been  a  very  safe  bet. 

Property  and  casualty  insurers  have 
had  undei-writing  losses  on  just  about 
every  other  line  of  business  they're  in 
in  the  past  few  years.  In  nuclear  en- 
ergy—by sharp  contrast— they  have 
made  nice  profits  for  20  years,  col- 
lecting over  seven  times  as  much  in 
premiums  as  they've  paid  out  in 
claims.  The  Government  also  sells  in- 
surance to  some  nuclear  facihties,  and 
has  never  had  to  pay  a  penny. 

Nuclear  business  has  proved  so 
good,  in  fact,  that  insurance  compa- 
nies are  looking  to  expand  in  it.  "Nu- 
clear facilities  and  their  suppliers 
have  had  exceptionally  good  experi- 
ence," says  Warren  Levy  of  the  In- 
surance Liformation  Institute.  "No 
one  ever  has  been  injured  because  of 
a  nuclear  accident  at  a  power  plant 
and  only  a  few  isolated  incidents 
have  occurred  among  suppliers." 

The  numbers  look  like  this.  On  the 
liability  side,  insurance  companies 
have  collected  $74  million  in  pre- 
miums sincQ  Congress  authorized  nu- 
clear power  plants  in  1954.  They 
have  paid  out  only  $570,562  in 
claims  and  claim  expenses.  On  the 
property  side,  where  the  companies 
provide  "all  risk"  insurance  (insuring 
the  nuclear  facility  for  everything,  not 
just  nuclear-related  losses),  the  com- 


panies have  collected  $117  million 
and  paid  out  under  $26  million. 

The  difference  between  premium 
income  and  loss  expenses  isn't  all  prof- 
it. The  companies  maintain  nuclear 
engineering  staffs  to  inspect  facilities, 
and  they  have  sales  and  administra- 
tive expenses.  But  so  much  of  it  is 
pure  gravy  that  almost  ten  years  ago 
the  companies  began  thinking  up 
ways  to  reduce  premiums  without  ac- 
tually cutting  rates. 

On  the  liability  side,  they  started 
a  premium  refund  program.  Seventy 
percent  of  the  premiums  collected  in 
any  given  year  are  held  in  a  reserve 
for  losses.  Ten  years  later  some  per- 
centage of  that  reserve  is  refunded, 
depending  on  loss  experience.  Last 
year  the  entire  70%,  or  $1.5  million  of 
the  total  collected  in  1965,  went  back 
to  customers.  In  total,  the  companies 
have  refunded  about  $8  million.  In 
addition,  last  year  the  companies  did 
reduce  rates  20%  on  liability  insurance 
over  $100  million. 

On  the  property  side  of  the  busi- 
ness, insurance  companies  have  de- 
veloped a  more  extensive  rate  reduc- 
tion program.  Each  year  they  deter- 
mine on  the  basis  of  the  previous  20 
years'  loss  experience  a  "rate  modifi- 
cation factor."  In  1972,  the  first  year 
of  the  program,  rates  were  reduced 
by  7.7%.  In  1975  they  were  cut  24.1%. 
This  year  they  will  be  reduced  29.5%. 

•  Coming  Around  Slowly 

It  is  true  that  insurance  companies 
have  not  always  been  eager  to  be 
involved.  "It  used  to  be  almost  a  pa- 
triotic gesture,"  says  Burt  Proom, 
general  manager  of  NEL-PIA,  the 
stock  companies'  nuclear  insurance 
pool.  In  1957,  when  the  need  for  in- 
surance began  to  develop,  no  one 
knew  how  great  the  risk  was. 

The  fact  that  there  were  no  plants 
posed  another  problem.  The  idea  of 
insurance,  of  course,  is  to  collect  pre- 
miums from  the  many  to  cover  the 
losses  of  the  few.  But  in  1957  there 
were  only  a  few  plants  in  the  plan- 
ning stages,  so  the  insurance  com- 
panies had  to  scratch  hard  to  find 
a  formula  they  could  live  with. 

The  companies  did  what  they  have 
done  before  in  similar  situations— as 
when  they  have  to  insure  airplanes. 
They  formed  pools.  Instead  of  spread- 
ing the  risk  among  the  insured,  they 
spread  it  among  themselves. 

In  1957  the  industry  determined  it 
could  provide  $60  million  in  liability 


A  June  referendum  threatens  nuclear 
plants  like  this  San  Onofre  unit 
of  Southern  California  Edison. 

insurance  per  plant  and  $60  million 
in  property  insurance,  the  most  it  had 
ever  provided  for  a  single  risk. 

Because  Congress  was  encouraging 
private  industry  to  develop  nuclear 
energy,  it  decided  by  means  of  the 
Price-Anderson  Act  to  sell  utilities  ad- 
ditional liability  insurance  to  bring 
the  total  available  up  to  $560  mil- 
lion, an  arbitrary  figure.  And  it  Umited 
the  utilities'  liability  to  that  amount. 

Since  then  the  insurance  industry 
has  steadily  increased  the  amount  of 
insurance  it  provides— for  both  liabili- 
ty and  property  insurance.  Today  it 
provides  $125  million  in  liability  and 
$175  million  in  property  insurance  to 
customers.  In  the  meantime,  the  Fed- 
eral Government  has  reduced  its 
share  accordingly. 

Whatever  happens  in  California 
June  8— or  in  the  courts  thereafter— 
changes  are  coming  to  the  nuclear 
insurance  business.  The  Price-Ander- 
son Act,  which  was  due  to  expire  in 
1977,  was  extended  last  December 
and  revised  in  such  a  manner  that 
the  Federal  Government's  role  will 
slowly  end.  Beginning  next  year,  in 
the  event  of  a  loss  that  exceeds  the 
amount  available  from  the  pools,  the 
utilities  themselves  will  provide  $2 
million  to  $5  million  per  reactor  in 
retrospective  premiums.  When  the 
number  of  reactors  increases  to  the 
point  where  avaikble  retrospective 
premiums  combined  with  insurance 
available  from  the  pools  equals  or 
exceeds  $560  million,  the  Federal 
Government  will  be  out  entirely. 

That  the  nuclear  safety  record  has 
been  so  good  is  no  guarantee,  of 
course,  that  it  will  always  be  thus. 
But  then  neither  is  the  safety  record 
of  the  airlines  or  of  fire  protection 
guaranteed.  Who  is  to  say  that  ten 
fully  loaded  747s  couldn't  crash  in  a 
single  day?  Or  San  Francisco  fall  vic- 
tim to  another  earthquake?  Insurance, 
after  all,  is  meant  to  protect  against 
the  probable,  not  against  the  theoreti- 
cally possible.   ■ 
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Off  Coors 


Coors  beer  is  going  national— not  because  it  wants  to^ 
but  because  it  thinks  it  must.  Can  its  image 
and  its  profit  margins  survive  the  change? 


William  K.  Coors,  chairman  and 
chief  executive  of  the  Adolph  Coors 
Co.,  has  the  air  of  a  cool  Colorado 
gunslinger  about  him.  He  tells  Forbes 
that  Coors,  "the  beer  that  won  the 
West,"  is  coming  East.  Not  just  into 
east  Texas,  where  Coors  recently 
picked  up  29  distributors  from  4,000 
panting  suitors.  But  East  as  in  na- 
tionwide, for  a  showdown  with  beer's 
Numero  Uno,  Anheuser-Busch. 

"I  think  we've  got  a  good  enough 
beer  to  assure  ourselves  20%  to  25% 
of  the  nationwide  market,"  says  Bill 
Coors,  letting  the  statement  hang  in 
the  air  for  someone  to  shoot  at.  An- 
heuser  happens  to  hold  24%  of  the 
market  already.  Coors  has  only  8.2%. 
But  Coors  so  far  has  limited  itself  to 
11  western  states  supplied  from  one 
brewery  in  Golden,  Colo. 

Moving  East,  Coors  is  counting  on 
its  charisma.  Coors,  obtained  outside 
regular  distribution  channels,  already 
sells  in  New  Jersey  and  North  Caro- 
lina at  triple  the  Colorado  retail  price. 
President  Ford's  Secret  Servicemen 
pack  light,  bubbly  Coors  out  of  Aspen 
onto  Air  Force  One.  Heru-y  Kissinger 
loads  up  his  flights  from  California 
with  Coors.  Clint  Eastwood  orders 
several  cases  to  guzzle  on  the  movie 
set.  Priceless  publicity,  that. 

Beer  experts  are  at  a  loss  to  ac- 
count for  the  Coors  mystique,  but  it 
holds    at    least    35%    of    the    market 


wherever  it  is  sold  statewide;  in  Ok- 
lahoma it  has  70%.  Coors  attribi:','s 
the  beer's  appeal  to  its  methods;  It 
makes  its  own  cans,  controls  its  bajK  y, 
rice  and  "pure  Rocky  Mountain  spring 
water"  supplies,  and  makes  its  i];s- 
tributors  pull  Coors  cans  off  shel\cs  i:i 
30  days  so  the  taste  doesn't  fade. 

The  result  has  been  an  amazin'g— 
and  profitable— success.  Coors  (saks: 
$520  million)  has  moved  from  12th  to 
fifth  place  among  the  nation's  beer 
companies  in  the  past  decade.  Its  op- 
erating margin  on  net  sales  has 
reached  28%,  the  industry's  highest. 
Coors'  return  per  barrel  has  averaged 
almost  $9  in  the  past  three  years, 
roughly  double  that  of  Anheuser. 

But  a  lot  of  the  bubbly  has  gone 
out  of  Coors  in  the  past  year.  Bill 
Coors  looks  on  going  nationwide  in 
terms  of  survival  rather  than  high  tri- 
umph. "The  others  can  put  the  heat 
on  us  too  easily  because  we  sell  to 
only  20%  of  the  U.S.  beer  market,"  lic 
says.  "We're  vulnerable.  Anheuser 
took  a  hell  of  a  chunk  out  of  us  last 
year  in  California.  [California  accounts 
for    nearly    half    Coors'    sales.]    They 


capitalized  on  every  negative  factor." 

For  Bill  Coors,  last  year  happened 
to  be  a  time  of  high  negative  factors. 
It  just  wasn't  a  vintage  year  for  the 
beer,  the  barley  being  off  somehow. 
More  significantly,  in  January  the  Su- 
preme Court  upheld  a  Federal  Trade 
Commission  decision  that  broke  the 
tight  reins  Coors  had  held  on  its  167 
distributors.  The  decision,  in  effect, 
required  Coors  to  let  distributors  sell 
its  beer  wherever  the  law  allows. 

Then  there  was  a  bitter  statewide 
boycott  of  the  beer  by  the  California 
Teamsters  after  Coors'  Oakland  dis- 
tributor "decertified"  his  drivers  who 
had  voted  themselves  out  of  the  union. 
Sales  dropped  about  10%  in  what  is 
Coors'  key  market. 

On  top  of  that,  brother  Joseph, 
Coors'  vice  chairman,  was  embarrassed 
as  the  Senate  Commerce  Committee 
vetoed  his  nomination  to  the  board 
of  the  Corporation  for  Public  Broad- 
casting, citing  Coors'  ownership  of  a 
right-wing  television  news  service  as 
conflict  of  interest.  The  Equal  Oppor- 
tunities Commission  filed  a  suit  saying 
Coors  discriminates  against  minorities 
in  hiring  and  in  promotions.  The  Colo- 
rado Health  Department  charged 
Coors  with  polluting  Clear  Creek, 
in  the  very  same  valley  where  the 
Rocky  Mountain  spring  water  rises. 

"Because  we're  so  visible  we've  be- 
come everybody's  whipping  boy," 
complains  Bill  Coors,  whose  politics 
are  way  over  on  the  right.  "Well,  you 
have  to  be  visible  these  days.  The 
survival  of  our  company  is  locked  in- 
to the  survival  of  the  free  enterprise 
system.  And,  hell,  somebody  has  to 
defend  it."  Maybe  so,  but  last  year 
the  family  closed  down  the  TV  news 
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Coors  shuns  long-term  debt 
because  only  50  of  900  beer 
firms  have  survived  Repeal. 


^ 


service  because  it  was  losing  the  now 
publicly  held  company  as  much  as 
$3  million  a  year. 

Adolph  Coors  Co.  went  public  last 
summer,  putting  stock  in  public  hands 
for  the  first  time  since  Adolph  Coors, 
grandfather  of  the  present  chairman, 
opened  his  brewery  on  the  trail  to 
the  Colorado  gold  camps  103  years 
ago.  Bill  Coors  says  he  would  rather 
have  stayed  private,  but  the  $120 
million  from  the  issue  paid  off  taxes 
on  his  parents'  estates  and  left  over 
some  tidy  capital  gains.  Also,  the  fam- 
ily still  controls  88%  of  the  nonvoting 
Class  B  stock,  valued  at  $782  million 
at  recent  market  prices.  Shares  held 
in  the  Coors  treasury  are  worth  an- 
other $312  million,  and  there  is  no 
long-term  debt.  All  told,  that's  plenty 
of  capital  for  potential  expansion. 

After  the  stock  issue,  Coors  began 
his  move  into  eastern  and  southern 
Texas.  The  company  had  been  serv- 
ing only  the  northern  and  western  re- 
gions aroimd  Dallas.  The  distributor- 
ship selection  turned  into  a  beauty 
contest  that  was  the  talk  of  Texas  bar- 
rooms for  three  months.  Coors  distrib- 
utors have  to  be  well  fixed  enough 
to  build  refrigerated  warehouses. 
Coors  unpasteurized  beer  is  shipped 
near  freezing  and  kept  imder  40  de- 
grees until  the  customer  cracks  open 


a  can.  Winners  included  former  astro- 
nauts Alan  B.  Shepard  and  Charles 
M.  Duke.  One  unhappy  loser:  former 
Vice  President  Spiro  Agnew. 

This  year  Coors  also  will  invade 
Montana,  and  one  of  Joe's  sons,  Peter 
Coors,  is  trying  out  a  direct  distrib- 
utorship in  the  state  of  Washington. 
The  next  logical  targets  are  Arkansas, 
Nebraska  and  Missouri,  the  latter  a 
big  beer-consuming  state  and  An- 
heuser's  home. 

Central  Source? 

Ambitiously,  Bill  Coors  believes  he 
can  cover  most  of  the  U.S.  from  one 
brewery.  Already  at  12.3  million  bar- 
rels annual  capacity  in  Golden,  he  is 
adding  roughly  1  million  barrels  a 
year  and  aiming  for  25  million.  "Even- 
tually we  might  build  other  brew- 
eries," he  says.  "But  if  you  take  a 
circle  up  arovmd  from  where  we  al- 
ready ship  to  in  Northern  California, 
you  hit  Atlanta,  Ga." 

Northern  California  also  happens 
to  be  where  Anheuser,  once  it  settles 
a  brewery  workers  strike,  plans  to 
bring  on  line  a  new  3.75-million-bar- 
rel  brewery.  Last  year  Coors'  market 
share  in  California  shrunk  4%,  to  36%. 
Anheuser 's  rose  three  points,  to  23.2%. 
Bill  Coors  says  it  will  take  a  long  time 
to   recover  in   California.   Coors   still 


feels  the  effect  of  a  hefty  price  hike  it 
made  in  1974  without  first  warning 
retailers.  "People  ask  us  what  we  are 
doing  about  California,"  Coors  says. 
"Well,  we're  smiling  because  it  isn't 
any  worse." 

Pushing  East,  Coors  also  will  have 
to  battle  with  well-positioned  Schhtz, 
Pabst  and  Philip  Morris'  Miller's 
(Forbes,  May  15).  Miller's  is  an  also- 
ran  in  California.  But  it  pulled  slight- 
ly ahead  of  Coors  nationally  last  year 

"I  don't  think  Miller's  can  go  out 
and  get  20%  of  the  market,"  says  Bill 
Coois,  "and  then  five  or  six  years 
from  now  raise  their  pi  ice  or  stop 
their  merchandising  effort  or  what- 
ever it  takes  to  get  a  fair  return  on 
the  staggering  number  of  dollars  they 
are  pouring  into  this  thing." 

Meanwhile,  Coors  will  have  to  fight 
hard,  and  spend  much  more  than  $7 
million  a  year  in  advertising  (An- 
heuser spends  close  to  $40  million) 
as  it  moves  into  new  areas.  Imitators 
already  are  cropping  up  ahead  of  the 
advance  guard  and  could  spoil  Coors' 
carefully  cultivated  image.  There's  a 
Korr's  beer  being  turned  out  now  in 
Frankenmuth,  Mich,  as  fast  as  the 
Geyer  Bros.  Brewing  Co.  can  make 
it.  "So  what?"  replies  Bill  Coors 
"We're  damned  hard  to  imitate."  You 
can  also  spell  that  intimidate.  ■ 


Places?  Mexico  has  more  of  them  than  ever  to  welcome  you  and  your 
colleagues  or  members.  The  established  destinations — Mexico  City, 
Guadalajara,  Acapulco — virtually  all  have  added  new  hotels  and  hotel 
space.  Many  have  convention  and  meeting  facilities.  Great  convention 
halls  are  available,  not  only  in  Mexico  City,  Acapulco,  Mazatlan, 
Monterrey  and  Guadalajara,  but  in  brand  new  resorts  like  Cancun  and 
those  under  construction  like  Ixtapa^ihuatanejo.  And  with  so  many 
places  to  choose  from  you  can  have  the  widest  choice  of  programs  to 
make  any  meeting,  convention  or  incentive  travel  arrangement  sure  to 
please. 

Planning?  Your  planners  will  qet  a  big  assist  if  they  consult  one  of  the 
U.S.  or  Canadian  offices  of  the  Mexican  National  Tourist  Council.  They're 
staffed  with  more  than  50  informed,  experienced,  helpful  people.  They'll 
give  you  lots  of  free  data:  maps,  brochures,  photos,  posters.  After  all,  they 
want  you  to  have  your  best  meeting  ever  in  Mexico  and  they'll  meet  you 
more  than  halfway  to  help  achieve  your  plans. 

For  detailed  information,  write  or  call  Director,  Mexican  National 
Tourist  Council,  at  the  office  nearest  you. 

You'll  find 
every  thinq  going 

for  you  when 
you  meet  in... 


Offices  in;  New  York.  Houston,  Los  Angeles,  Vancouver.  Montreal,  Chicago 
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Jimmy  Carter,  The  Businessman 

All  those  years  before  he  became  governor  in  1970. 


In  the  23  years  since  Jimmy  Carter 
resigned  his  commission  in  the  Navy 
in  1953,  he  has  spent  far  more  time 
as  a  businessman  in  his  native  Plains, 
Ga.  than  he  has  as  a  poUtician  in  At- 
lanta. But  the  Carter  peanut  process- 
ing and  fertilizer  business  is  an  as- 
pect of  his  life  Georgia's  ex-governor 
doesn't  talk  about  much.  His  auto- 
biography, Why  Not  The  Best?,  de- 
votes only  a  few  paragraphs  to  it. 
Is  Carter  a  shrew^d  businessman? 
Forbes  Geoffrey  Smith  traveled  to 
Plains  (pop.:  683)  to  examine  the 
entrepreneurial  side  of  Jimmy  Carter. 


About  the  best  place  to  find  out 
what's  happening  in  Plains,  Ga.  these 
days  is  Jenning's  service  station— a 
comfortably  run-down  old  Amoco  sta- 
tion mainly  noted  for  its  ample  stock 
of  chilled  beer  and  jovial  conversa- 
tion. After  5:30  p.m.  or  so  you're  apt 
to  find  Billy  Carter  there-the  39- 
year-old  younger  brother  of  "Mister 
Jimmy."  As  it  happens,  Jenning's  is 
owned  by  the  Carter  family  (who 
bought  it  just  before  the  energy  cri- 
sis as  an  emergency  source  of  fuel 
for  the  peanut  processing  business ) . 

Naturally  picturesque,  with  a  resi- 
dent flea-bitten  old  black  mutt  and 
an  assortment  of  aging  Plains  resi- 
dents who  watch  the  passing  scene 
from  the  narrow  iron  bench  outside, 
Jenning's  draws  television  camera 
crews  like  cotton  draws  boll  weevils. 


Today  Billy  Carter,  who  has  spent  the 
day  managing  the  Carter  warehouse, 
sits  squeezed  between  three  men  on 
the  bench  outside  Jenning's  for  the 
benefit  of  a  five-man  CBS  camera 
crew  in  town  to  do  a  two-minute  spot 
for  the  weekend  news.  Four  times  the 
younger  Carter  obligingly  repeats  the 
story  of  how  he  got  lost  the  last  time 
he  was  in  Washington,  D.C.  and 
hasn't  the  least  desire  to  return.  Then 
the  leisure-suited  newsman  gives  his 
cohorts  a  faintly  pained  Jack  Benny 
grin  and  the  shooting  is  over.  The 
older  bench  sitters  are  paid  for  their 
contribution  to  local  color  and  retire 
to  have  a  cold  one. 

Billy  says  later  he  often  deals  with 
as  many  as  11  reporters  a  day. 

Ask  Billy  about  the  family  busi- 
ness, however,  and  he  is  visibly  re- 
heved  to  be  able  to  talk  about 
something  he  knows.  Why  had  his 
brother  decided  to  take  over  the  fam- 
ily business  in  1953  after  their  father 
died  of  cancer?  After  all,  it  meant 
abandoning  a  very  promising  career 
in  the  Navy  working  under  Hyman 
Rickover    in    the    nuclear    submarine 


"President  of  what?"  asked  jimmy  Car- 
ter's mother,  Miss  Lillian,  when  he  told 
her,  after  being  governor  of  Georgia  for 
only  a  year,  that  he  was  planning  to  run 
for  President.  "I  just  didn't  know  what  he 
meant,"  she  explains.  But  she  didn't 
laugh  when  she  learned  he  had  his  eye 
on  the  White  House. 


program.  And  as  Jimmy  Carter  writes 
in  his  autobiography,  it  caused  "the 
first  really  serious  argument  in  our 
marriage"  with  his  wife  Rosalynn,  a 
native  of  Plains. 

<  "Well,"  Billy  replies,  "the  whole  es- 
tate was  tied  up  in  accounts  receiv- 
able and  it's  hard  as  hell  to  collect 
receivables  unless  somebody's  there  to 
buy  the  crop  from  the  farmers.  You 
see,  back  in  '53  land  wasn't  worth 
anything.  It's  very  poor  sandy  soil, 
you  know.  So  at  that  time  there 
wasn't  any  way  for  the  farmers  to 
get  financed  really.  The  banks 
wouldn't  touch  the  farmer  because 
he  didn't  have  any  collateral.  So  what 
we  would  do  is  to  furnish  the  ferti- 
lizer, the  seed,  the  insecticides— ev- 
erything except  machinery  that  it 
took  to  make  a  crop.  In  fact,  some  of 
them  we  furnished  cash  money  every 
week  for  them  to  live  on.  And  we 
collected  once  a  year  when  the  crops 
were  gathered." 

Billy  was  just  16  at  the  time  and 
too  young  to  take  over.  ("It  took  me 
seven  or  eight  years  after  that  to  set- 
tle down,"  he  says,  including  four 
years  in  the  Marine  Corps  and  a  stint 
selling  paint  in  nearby  Macon.)  So  if 
Jimmy   Carter  hadn't   come   back   to 
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America's  food 
industry  depends  on 

natural  gas. 


Getting  more  gas 
can't  wait  any  longer. 


The  food  processing  industry 
uses  370  billion  cubic  feet  of  gas 
a  year.  Without  natural  gas, 
thousands  of  food  plants  just 
couldn't  run.  And  millions  of  jobs 
would  be  endangered. 

There's  no  alternative  to 
getting  more  gas. 

Natural  gas  provides  half  the 
energy  for  all  America's  industry. 
No  other  fuel  even  comes  close  to 
natural  gas  as  an  energy  source. 
And  no  other  fuel  is  available  in 


large  enough  quantities  to  take 
over  all  the  jobs  natural  gas  does. 

There's  a  huge  resource  of 
natural  gas  in  the  United  States. 

Although  our  country  has  a  critical 
gas  shortage  right  now,  there 
are  enough  potential  natural  gas 
resources  to  last  us  well  into 
the  twenty-first  century,  if  they 
can  be  developed.  They're 
under  the  frozen  ice  and  snow  of 
Alaska's  north  slope.  They're 
deep  beneath  the  ocean  floor. 


They're  locked  in  the  tight  rock 
formations  of  the  vast  Rocky 
Mountains,  too.  Difficult  to  get, 
it's  true,  but  there  to  be  gotten. 

America  must  act. 

It's  vital  to  our  economy. 

The  gas  industry  is  ready  to  invest 
billions  to  develop  new  supplies. 
But  much  of  this  work  waits 
on  the  tough  energy  decisions 
America  must  make.  And  soon. 


Use  gas  wisely.   Rmi* 


AmericanGas 
Association 


The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atmosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
York  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  CLUB,  BOX  40,  SKYTOP,  PA.  18357 

WHERE  WOULD  THE  CAMERA  HAVE  BEEN. 
WITHOUT  A  COLLEGE  EDUCATION? 


Still  making  Daguerreotypes,  prob- 
ably. 

Instead,  photography  is  a  billion- 
dollar  business  today.  Because  inquiring 
minds,  trained  and  honed  on  college 
campuses,  started  looking  into  chemicals 
and  film  and  lens. 

Life-saving  pharmaceuticals.  Hunger- 
fighting  new  rice  and  new  wheat.  Petro- 
chemicals. Radio.  Television.  The  list  of 
billion  dollar  industries  that  got  their  start 
in  college-trained  minds  is  startling. 

You  don't  want  the  flow  of  college- 
bred  new  ideas,  improvements,  inventions 
to  stop.  Ever.  Not  if  you're  a  good  busi- 
nessman. 

So  perhaps  you'd  better  take  a  good 


hard  look  at  how  much  your  company  is 
giving  to  higher  education.  Because  infla- 
tion has  hit  colleges  and  universities  even 
harder  than  most. 

Freedom  to  experiment  is  the  first 
casualty  of  tight  budgets. 

For  the  sake  of  the  future,  "Give  to 
the  college  of  your  choice.  Now."  Who 
knows  what  billion-dollar  business  of 
tomorrow  is  germinating  on  some  college 
campus  today. 
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Council  for  Financial  Aid  to  Education.  Inc 
680  Fifth  Avenue.  New  York.  N.Y.  10019 

A  Public  Service  of  This  Magazine  & 
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Plains,  the  business  would  have  had 
to  be  sold  in  the  depths  of  a  very 
poor  crop  year. 

According  to  Billy,  his  brother  prob- 
ably grossed  $90,000  in  1954  but, 
working  all  alone,  costs  cut  to  the 
bone,  he  managed  to  clear  just  $200. 

If  the  Carter  warehouse  grossed 
nearly  $3  million  last  year  (about  av- 
erage for  Georgia's  100-odd  peanut 
processors),  it  is  thanks  in  no  small 
measure  to  Jimmy  Carter's  hard  work. 

Billy  explains:  "Peanuts  are  the 
most  perishable  crop  in  the  country. 
You  have  to  get  them  dried  quickly 
or  they  rot.  Folks  find  this  hard  to 
believe,  but  for  weeks  during  the 
gathering  season  Jimmy  vw»uld  work 
36  hours  in  a  row,  and  wen  take  a 
few  hours  off,  and  I'd  work  36  hours 
in  a  row— just  to  get  those  nuts  dry. 
He  came  back  and  did  it  even  when 
he  was  running  for  governor. 

"When  Jimmy  first  came  home, 
however,  peanuts  were  dug  out  of 
the  ground  by  hand,  shaken  to  get 
the  dirt  out  of  them,  then  stacked 
around  poles  to  dry  in  the  field.  It 
not  only  took  a  lot  longer,  you  were 
taking  a  big  chance  with  the  weather. 
So  Jimmy  designed  the  first  drier  we 
put  in  here— wagons  with  perforated 
raised  floors  that  are  backed  up  to 
burners  with  fans  to  blow  hot  air 
through  them.  When  Jimmy  put  in 
those   driers   the   yields   got  bigger." 

More  Machines 

Ingenuity  Uke  that  was  rewarded 
by  good  fortune.  Along  came  the 
mechanical  picker  enabling  a  man 
who  might  have  been  able  to  work 
20  acres  of  peanuts  now  to  work  120 
acres.  Growing  peanuts  became  a 
lot  more  profitable. 

Meanwhile,  Jimmy  Carter  was 
plowing  back  his  profits  into  more 
ambitious  mechanization.  "Then  Jim- 
my put  in  a  peanut  sheller,"  Billy 
goes  on.  "I  used  it  up  until  last  year. 
Before  that .  .  .  well,  I  can  still  re- 
member when  you  shelled  your  seed 
by  hand." 

Now  instead  of  buying  on  commis- 
sion for  a  commercial  sheller,  Jimmy 
Carter  could  deal  directly  with  Best 
Foods,  Procter  &  Gamble  and  some 
30  or  40  other  accounts— shipping 
shelled,  sized,  quality-checked  and 
burlap-bagged  peanuts.  But  the  in- 
vestment was  considerable.  The  com- 
mercial peanut  sheller  Billy  Carter 
just  installed  last  year  (after  Jimmy 
read  the  blueprints  for  him),  and 
which  he  will  use  an  average  of  six 
months  of  the  year,  cost  over  $1  mil- 
lion, is  about  half  a  city  block  in  size, 
and  shells  about  2,400  pounds  of  pea- 
nuts an  hour.  There  are  even  elec- 
tric-eye devices  to  seek  out  substan- 
dard nuts.  No  one  at  the  Carter  ware- 
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house  knows  exactly  how  it  works- 
just  that  it  does. 

In  1962  Jimmy  Carter  even  built  a 
cotton  gin  at  a  cost  of  $300,000,  but 
Billy  concedes  that  that  has  not  been 
anywhere  near  as  profitable  an  un- 
dertaking. South  Georgia  soil  is  really 
too  thin  for  cotton  (peanuts,  a  le- 
gume, provide  their  own  nitrogen  and 
are  an  ideal  poor-land  crop,  as  George 
Washington  Carver  preached  close  to 
100  years  ago)  and  recently  plum- 
meting cotton  prices  haven't  helped 
either. 

What's  the  family  worth?  It  de- 
pends on  how  you  figure  it.  Because 
most  of  the  profits  have  been  plowed 
back  into  the  business,  the  entire  fam- 
ily lives  quite  simply.  (Jimmy  Carter 
drives  a  1975  Chevrolet  and  his  fam- 
ily lives  in  a  comfortable  but  mod- 
est four  bedroom  brick  house. 
Daughter  Amy  attends  public  school 
in  Plains.)  Jimmy's  net  worth  is 
about  $600,000.  If  the  entire  business 
were  to  be  sold,  it  might  yield  a 
couple  of  million  dollars— after  taxes- 
enough  to  leave  the  family  comfort- 
able but  not  truly  rich. 

Help  From  Washington 

Is  that  all  there  is  to  Jimmy  Car- 
ter's success-through-hard-work  story? 
Not  quite.  There  is  also  the  $155- 
million  federal  peanut  subsidy  (up 
from  $5  million  in  1973).  You  cannot 
sell  peanuts  on  the  open  market  un- 
less you  have  a  federal  marketing 
card  proving  you  have  a  peanut  al- 
lotment. While  that  holds  down  the 
supply  somewhat,  the  Federal  Gov- 
ernment still  finds  it  necessary  to  buy 
up  roughly  55%  of  the  nation's  pea- 
nut crop— thereby  establishing  a  min- 
imum price. 

"I  wouldn't  say  it  out  on  the 
street,"  says  Billy  Carter,  "but  pea- 
nuts are  supported  at  way  too  high  a 
price.  Peanuts  are  profitable  as  hell. 
The  state  average  net  was  probably 
about  $620  an  acre  for  peanuts,  and 
with  land  and  everything  else  includ- 
ed you'd  probably  have  only  $300 
an  acre  invested."  Billy  Carter,  like 
most  Plains  peanut  farmers,  favors  a 
phased  rollback  of  price  supports, 
mainly  from^'fear  of  an  utter  collapse 
of  the  market  if  allotments  were  sim- 
ply scrapped. 

On  Mar.  30,  Agriculture  Secretary 
Earl  Butz  accused  Jimmy  Carter  of 
"growing  fat"  on  the  peanut  subsidy. 
Butz  wound  up  with  egg  on  his  face, 
as  the  records  of  his  own  department 
showed  only  $2,700  in  payments  to 
the  Carter  farm  over  the  last  five 
years.  Part  of  the  reason  is  that  the 
Carters  have  a  peanut  allotment  of 
only  241  acres.  The  other  part  of  the 
reason  is  that,  naturally,  they  mar- 
ket most  of  their  own  peanuts  them- 
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A  unique  utilities  company : 

Unique  per  share  earnings  history.  Unique  Two- 
Series  Common  Stock:  Series  A  which  pays 
stock  dividends  only.  Convertible  into  Series  B 
which  pays  cash  dividends  only.  Unique  diversi- 
fication :  All  services  and  in  more  than  550  com- 
munities in  10  states. 

Unique  bases  for  continuing  growth :  Internally, 
from  ongoing  expansion  in  the  growth  areas 
now  served.  Externally,  from  an  active  program 
of  acquisitions  based  on  productivity  for  Citi- 
zens' owners. 

Quite  unusual  prospects. 

Our  recently  published 
Annual  Report  tells  you 
why. 

We  would  be  pleased  to 
send  a  copy  to  substantial  in- 
vestors and  their  representatives. 


;ti 
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CITIZENS  UTILITIES  COMPANY 

Administrative  Offices,  Dept.  E 

High  Ridge  Park,  Stamford,  Connecticut  06905 

Because  of  its  ongoing  rapid  growth.  Citizens  will  always  present  unusual  opportunities 
in  both  its  administrative  office  and  field  organizations  for  outstandingly  able  people 
who  are  committed  to  achievement.  If  you  are  in  this  category  and  have  had  utility 
industry  experience,  we  would  be  pleased  to  hear  from  you. 
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Brother  Billy  Carter,  39,  is  one 

family  member  who  will  never  go  into 
politics.  "The  first  meeting  I  went 
to  after  being  elected  to  the  city 
council,"  says  Billy,  "I  was  the  only 
one  for  permitting  a  beer  license  in 
Plains  [Ga.].  I  ran  the  next  time 
and  got  the  hell  beat  out  of  me!" 

selves  commercially.  Still,  it  is  true 
that  they  operate  under  the  govern- 
ment's price  umbrella. 

The  Carter  farm  (ovvTied  jointly  by 
nine  members  of  the  Carter  family) 
is  not  an  especially  profitable  venture. 
While  it  grossed  about  $250,000  last 
year,  the  Carter  family  netted  just 
$16,000  because  they  shared  in  the 
profits  with  three  men  who  actually 
worked  the  farm.  "I  could  have 
rented  our  allotment  and  netted 
$40,000  to  $60,000,"  says  Billy  Car- 
ter, "but  those  three  men  would  have 
been  out  of  work." 


Directly  catercomered  to  the  Car- 
ter warehouse  is  the  Williams  es- 
tablishment, which  is  somewhat 
smaller  in  most  respects,  not  as 
mechanized,  but  (aside  from  the 
main  office)  considerably  better 
maintained.  There  is  even  a  Williams' 
service  station  up  the  block  from 
Jenning's,  but  being  tidier,  it  lacks 
the  Carter  station's  relaxed  ambience. 

"Jimmy  was  a  good  businessman," 
says  Frank  Williams,  56,  who  con- 
cedes that  the  Carter  business  has 
grown  faster  than  his  ov/n.  "As  the 
peanut  business  changed,  Jimmy  got 
in  there  and  put  in  driers,  developed 
his  business,  got  a  nice  seed  business 
going  there,  and  now  he's  put  in 
about  a  $l-million  sheller." 

When  Billy  Carter  decided  to 
return  to  Plains  and  reenter  the 
family  business  in  1963,  however, 
Jimmy  was  oflF  immediately  on  a  po- 
litical career,  first  in  the  state  senate. 
"I  have  always  thought  that  he  was 
getting  bored,  that  he  didn't  have 
enough  to  do  mentally,"  says  Miss 
Lillian,  78,  Jimmy  Carter's  mother, 
who  proudly  describes  herself  as  the 
most  liberal  woman  in  Georgia. 

He  is  still  the  major  shareholder 
in  the  Carter  business  (from  which 
he  draws  a  $20,000-a-year  salary), 
but  it's  the  farm  that  Jimmy  Carter 
loves.  "Jimmy,  when  he  gets  the  time 
o£F,  would  rather  do  nothing  else  in 
the  world  so  much  as  go  oflF  on  the 
farm  and  walk  the  fields,"  says  Billy. 
"Myself,  I  think  it's  a  waste  of  time. 
I  can  tell  you  as  much  about  raising 
peanuts  as  anyone  in  the  country,  but 
I've  never  driven  a  tractor  in  the  field 
in  my  life.  I'd  starve  to  death  farm- 
ing! Not  Jimmy,  though."  ■ 


That's  Billy  Carter's  personal  sign  over  his  brother's  original  office  in 
Plains.  He  had  to  buy  it  on  a  bet  when  Jimmy  lost  the  1966  gubernatorial 
campaign.  Since  then  he  has  just  kept  changing  the  wording  slightly. 


Workers  On 
The  Board? 

Leonard  Woodcock  wants 
Chrysler  to  put  union 
representatives  on  its 
board.  He's  simply 
advocating  a  concept  that 
has  been  fact  in  Germany 
for  many  years. 
Here's  how  it  works. 


George  Meany,  president  of  the 
AFL-CIO,  spits  nails  when  the  idea 
is  raised  of  workers  sitting  on  cor- 
porate boards  as  now  happens  in 
some  European  countries.  "It  will  not 
work  here,"  says  Meany.  "The  Ger- 
mans did  it  because  they  were  wor- 
ried about  someone  like  Hitler  reap- 
pearing. But  I  never  saw  a  union  that 
was  worth  a  damn  unless  it  was  free 
—completely  and  absolutely  free." 

Not  everyone  in  the  labor  move- 
ment agrees.  Leonard  Woodcock, 
president  of  the  1.4-million-member 
United  Auto  Workers  union,  told 
Forbes  he  likes  the  idea  and  believes 
it  will  spread  here.  Woodcock  sees  it 
as  a  humane  approach  to  labor- 
management  conflicts  and  a  way  of 
avoiding  "painful  explosions"  from  a 
"permanent  subclass  of  the  unem- 
ployed." Last  month  Woodcock  said 
the  UAW  would  raise  the  issue  of 
employee  representation  on  Chrysler's 
board  in  July  wage  negotiations. 

An  alarming  thought?  A  good 
many  U.S.  businessmen  think  so,  but 
the  fact  is  that  German  businessmen 
have  been  living  with  a  similar  situa- 
tion for  years.  This  doesn't  mean  that 
German  businessmen  like  it.  They 
don't  (Forbes,  July  15,  1975),  but 
they  live  with  it,  and  Germany  is  a 
long  way  from  socialism. 

How  does  the  system  work  in  Ger- 
many? Forbes  put  the  question  to 
Dieter  Hennig,  a  tall,  sturdily  built 
man  of  36  who  looks  more  profes- 
sorial than  proletarian.  Hennig  is  a 
worker-supervisory  board  member  of 
Mannesmannrohren-Werke,  the  tube 
and  pipe  division  of  the  $5-billi()ii 
German  steel  producer,  Mannesmann. 
Mannesmannrohren-Werke's  supervi- 
sory board  consists  of  ten  worker-di- 
rectors (representing  30,000  em 
ployees),  ten  shareholder-directors 
(representing  150,000  shareholders) 
and  a  neutral  member  to  break  tics 
Hennig,  himself  a  former  steelwork 
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er,  sits  as  a  representative  of  Ger- 
many's powerful  Metalworkers  Union. 

You  don't  work  for  Mannesmann- 
rohrenrWerke.  How  do  you  "repre- 
sent" its  workers? 

Hennig:  Of  the  ten  employee  rep- 
resentatives, four  come  from  the  com- 
pany—three wage  earners  and  one 
salary  earner.  They  are  elected  by 
the  Works  Council  [the  shop  floor 
group  that  negotiates  with  manage- 
ment on  working  conditions  and  man- 
ning levels].  The  other  six  are  pro- 
posed by  the  unions,  and  I  am  one 
of  these. 


Worker-director  Dieter  Hennig 
works  full  time  for  a  union, 
not  for  the  steel  company. 


How   powerful   is   the   supervisory 
board? 

Hennig:  Jn  Mannesmann,  most  im- 
portant decisions  must  have  its  ap- 
proval: new  investments,  financing, 
management  appointments,  restric- 
tions on  work  in  certain  departments, 
mergers. 

How  do  worker-members  get  along 
with  management? 

Hennig:  We  have  had  codetermi- 
nation  under  law  for  25  years,  but 
we  are  in  a  very  difficult  position, 
especially  in  Mannesmann,  because 
management  is  not  at  all  friendly  con- 
cerning   codetermination.    In    fact,    I 


would  say  that  they  are  really  hos- 
tile to  it.  We  are  quite  convinced  that 
they  would  turn  history  back  to  the 
situation  that  existed  before  and  elim- 
inate us  if  they  could. 

Do  you  have  a  lot  of  stalemates? 

Hennig:  Before  codetermination,  de- 
cisions were  made  considering  only 
economic  points  of  view.  Now  the  in- 
terests of  the  employees  are  taken  into 
account  since  management  knows 
quite  well  that  there  are  ten  worker 
representatives  on  the  supervisory 
board.  Proposals  are  drawn  up  in  such 
a  way  that  they  are  likely  to  be 
passed  by  the  whole  board;  there 
aren't  many  actual  disputes  in  voting 
because  many  problems  have  been 
cleared  up  beforehand.  The  supervi- 
sory board  is  clever  enough  to  know 
that  it  requires  the  agreement  of  the 
workers  and  adapts  to  this  fact.  When 
there  is  a  fundamental  disagreement, 
the  neutral  member  must  try  to  ob- 
tain a  compromise. 

How  do  you  see  your  own  role? 

Hennig:  First  I  try  to  represent  the 
interests  of  Mannesmannrohren-Werke 
employees.  But  my  task  as  a  board 
member  from  outside  the  company  is 
also  to  create  a  larger  horizon  among 
my  colleagues— to  encourage  workers 
to  recognize  the  situation  of  workers 
in  the  whole  industry.  This  is  a  for- 
midable task. 

At  the  last  quarterly  board  meeting 
management  proposed  an  investment 
project  that  involved  shifting  one 
branch  of  production  to  another  town, 
_^ resulting  in  the  loss  of  jobs  here  in 
Diisseldorf.  But  we  knew  if  we  did 
not  consent,  900  jobs  in  Remscheid 
would  be  lost  because  that  factory 
would  be  closed.  Workers  in  Diissel- 
dorf at  first  pleaded  for  maintaining 
current  production  levels  by  bringing 
the  new  investment  here.  But  when 
they  recognized  the  real  situation, 
they  authorized  us  to  consent.  Three- 
hundred  jobs  were  lost  here  in  Diis- 
seldorf, but  workers  were  absorbed 
in  other  parts  of  the  plant. 

7s  the  average  worker  interested  in 
codetermination? 

Hennig:  I  would  say  yes.  Workers 
list  codetermination  fourth  among 
things  they  are  concerned  about,  but 
when  you  examine  what  they  do  Ust 
—security  of  employment  and  wage 
levels— these  are  directly  related  to 
codetermination . 

I  am  quite  yoimg  still,  but  my  old- 
er colleagues  tell  me  that  the  organi- 
zation in  this  industry  was  most  au- 
thoritarian before  the  war.  Now  dem- 


ocratic elements  have  been  intro- 
duced and  the  workers  have  become 
more  self-confident  as  a  result.  This 
is  also  due  to  greater  awareness  of  the 
company's  profit  situation  and  of  the 
economy.  Everything  is  more  open. 

George  Meany  and  other  U.S.  un- 
ion leaders  worry  that  worker  partic- 
ipation would  mean  a  breakdown  in 
the  adversary  relationship  between  la- 
bor and  management  because  worker 
representatives  would  have  a  dual  re- 
sponsibility to  the  company  and  the 
workers. 

Hennig:  We  cannot  recognize  here 
any  conflict  of  interest  as  George 
Meany  sees  it  and  we  cannot  even 
see  any  confusion  of  functions.  We 
start  by  assuming  that  we  would  like 
to  take  part,  with  equal  rights,  in  all 
levels  of  the  economy  where  deci- 
sions are  made.  Codetermination  does 
not  create  a  sphere  free  of  conflicts. 
But  it  creates  the  possibility  to  settle 
conflicts  on  an  objective,  professional 
basis,  without  polemics. 

Do  you  feel  any  responsibility  for 
the  interests  of  Mannesmann? 

Hennig:  Of  course  we  have  to  take 
into  accoimt  the  interests  of  the  firm. 
We  must  in  the  end  reach  agreement 
with  the  board's  stockholder-members. 

Some  critics  say  that  coal  and  steel, 
the  sectors  with  codetermination, 
have  performed  poorly  in  relation  to 
the  rest  of  German  industry. 

Hennig:  I  would  maintain  just  the 
opposite.  Codetermination  is  practiced 
in  two  sectors  that  have  experienced 
considerable  structural  changes  in  the 
last  few  years.  In  the  mining  indus- 
try more  than  350,000  jobs  were  lost. 
Since  1960  more  than  100,000  jobs 
were  lost  in  steel  and  iron.  Codeter- 
mination made  these  cuts  possible 
without  great  social  vmrest.  We  did  a 
good  job.  Companies  that  compete 
well  on  international  markets  have 
been  built  up. 

What  is  your  ultimate  aim? 

Hennig:  We  believe  that  codetermi- 
nation has  passed  its  test  and  now  we 
would  like  to  impose  it  on  all  branches 
of  industry.  We  want  to  try  to  realize 
our  concept  in  the  whole  economy, 
to  have  an  influence  on  economic  pol- 
icy. Our  final  aim  will  be  to  change 
the  social  and  economic  order  in  our 
country  by  evolution.  If  you  look  at 
the  universities,  industry  and  the 
economy  as  a  whole,  democratization 
of  the  economy  is  topic  No.  One  in  all 
the  discussions  in  Germany.  ■ 
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What  do  new  jobs 
for  Americans  mean 


Example:  consider  an  unemployed 
married  man  with  one  child,  living 
in  Pennsi;lvania. 

Taking  that  man  off  unemployment 
and  putting  him  on  our  payroll— even 
at  the  lowest-pay  entry  job  —would 
result  in  a  switch  of  nearly  $7,000  a 
year,  from  an  economic  "minus"  to 
an  economic  "plus!" 

He'd  earn  about  $200  a  week,  or 
nearly  $11,000  a  year.  Instead  of  the 
state  and  federal  governments  (all  of 
us  taxpayers!)  paying  him  nearly 
$4,800  a  year  in  unemployment 
compensation  benefits,  he'd  be  paying 
the  government  more  than  $2,000. 
About  $1,000  in  Federal  income 
taxes.  And  close  to  another  thousand 
in  other  payroll  taxes,  including  social 
security  and  state  and  local  income 
taxes. 
Whether  you  look  at  it  in  social  and 

humanitarian  terms,  or  as  a 

matter  of  cold  ^^^--T^  7 

economic  reality,  j     jW^P  _     _ 

it  comes  out  the  — 

same.  The  private  sector— busi 

ness— must  maintain  jobs  and 

create  new  ones.  And  that 

means  business  must  find  the 

money  to  do  it. 

How  many;  future  jobs? 

Right  now,  America  needs 

millions  of  jobs  to  get 

people  back  onto 

business  payrolls. 

But  there's  also 

the  challenge  of 

a  growing 


to  you...  a 
taxpayer? 


workforce.  V/z  million  neto jobs  are 
needed  euery  year  from  now  through 
1980— just  to  employ  the  young 
people  reaching  working  age,  and 
others  entering  the  job  market. 
How  much  money;  does  it  take  to 
create  a  new  job? 

The  average 
investment  to 


create  a  single  new  job  opportunity 
in  manufacturing  is  around  $25,000. 
By  1980,  it'll  be  at  least  $35,000  (or 
$52^2  bi7/lon  to  create  iy2  million 
new  jobs). 

Where  will  that  monex;  come  from? 
The  key  to  getting  the  money  we 
need  for  expansion  and  improvement 
of  our  plants  is  better  earnings* 
—earnings  that  can  be  invested  in 
our  operations  and  that  will  encourage 
investors  to  provide  us  additional 
money. 

But  this  alone  is  not  enough  because 
under  present  Federal  tax  laws  the 
government  would  take  too  much  of 
any  additional  dollars  we  can  earn. 
What  we  need  now  is  Federal  tax 
reform  to  help  lower  barriers  to 
capital  formation. 

"In  1975,  Bethlehem's 

earnings  after  taxes 

were  only  4.8%  of 


revenues. 


Bethlehem 


How  you  can  help 

gear  up  the 

American  economy 


The  tax-writing  committees  of  the 
U.S.  Congress  are  studying  the 
subject  of  "Capital  Formation!' 
Here  are  four  tax  measures  which 
we  believe  the  Congress  should 
enact  to  encourage  industrial 
expansion  and  to  create  jobs: 
(1 )  five-year  capital  recovery 
system,  (2)  12%  pennanent  invest- 
ment tax  credit,  (3)  writeoff  of  the 


costs  of  pollution  control  facilities 
in  the  year  they  are  incurred, 
(4)  eliminate  the  double  taxation 
of  corporate  profits  paid  out  as 
dividends. 

If  you  agree  that  revisions  in 
present  Federal  tax  laws  are 
needed  to  provide  the  additional 
capital  for  more  and  better  jobs, 
we  ask  you  to  tell  that  to  your 


Senators  and  Congressman. 

For  a  free  copy  of  the  folder, 
"Project  Mainspring-  uiifh  yoi/r 
help  it  can  wind  up  the  American 
economy  again,  "write:  Public 
AffcMrslX'iit.  H()om47()|- 
Bethlehem  Steel  Corp., 
Bethlehem,  PA  1K(11^ 
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Why  The  Fed  Is  Tightening 


Federal  Reserve  Chairman  Arthur  F.  Burns  is  no  strict 
monetarist,  but  his  friend  and  stimmer  neighbor  (in 
Ely,  Vt.)  Milton  Friedman  is;  and  Friedman  has  a  strong 
following  in  Congress  and  in  the  banking  and  economics 
professions.  For  this  reason,  Burns  must  keep  the  prej- 
udices of  the  monetarists  in  mind  when  he  sets  monetary 
policy.  This  fact  of  life  goes  a  long  way  toward  explaining 
the  Fed's  recent  moves  toward  tightening  money. 

This  is  an  important  distinction  to  keep  in  mind  if  you 
are  trying  to  understand  what  is  happening  to  the  money 
market  right  now.  In  our  opinion,  the  Fed's  recent  tight- 
ening does  not  reflect  a  deep  worry  on  its  part  that  in- 
flation is  heating  up  again  or  that  the  demand  for  money 
is  starting  to  get  out  of  hand.  Kafher,  it  is  an  effort  to 
bring  the  growth  of  the  supply  of  money  down  a  bit. 

Doesn't  the  growth  of  the  money  supply  indicate  that 
inflationary  pressures  are  building  up?  Not  necessarily. 
The  simple  fact  is  that  nobody  really  knows  what  makes 
the  money  supply  decide  to  grow.  Since  it  grew  very 
fast  in  March  and  April— for  unknown  reasons— the  Fed, 
through  open  market  operations,  is  curbing  credit  sup- 
plies to  the  banks.  The  monetarists  do  not  like  to  see  rapid 
growth  in  the  money  supply;  they  think  it  is  per  se  in- 
flationary. Bums  does  not  agree,  but  he  is  willing  to  hu- 
mor the  monetarists. 

Easing  Soon? 

If  our  interpretation  is  correct,  then  interest  rates  will 
ease  as  soon  as  the  growth  in  the  money  supply  slows. 
This  will  be  soon. 

Since  May  1975,  the  Fed's  Burns  has  been  alternating 
trips  to  the  Senate  and  the  House  banking  committees 
outlining  the  Fed's  monetary  policy.  H^has  done  this  by 
describing  the  intended  growth  targets  of  money,  as  de- 
fined by  M-1   (currency  and  demand  deposits)   and  M-2 


(which  adds  time  deposits,  other  than  certificates  of  de- 
posit, to  the  M-1  total).  But  Bums  departed  from  pure 
monetarist  theory  by  creating  a  floating  base  system.  Each 
time  he  goes  to  the  Hill,  the  central  banker  provides  a 
range  of  high  and  low  permissible  annual  rates  of  expan- 
sion in  money  targets  for  the  coming  year.  The  chart  at 
the  bottom  of  this  page  shows  the  average  M-1  and  M-2 
bases  used  at  each  trip  to  set  the  growth  path.  It  reveals 
that  Bums'  floating  base  has  been  floating  upward.  This 
refinement  of  the  monetarist  doctrine  has  permitted  the 
Fed  to  follow  a  more  accommodative  credit  policy  than 
indicated  by  the  armounced  growth  paths  that  began  as 
5%  to  7.5%  for  the  year  starting  March  1975  and  are  now 
4.5%  to  7%  for  M-1,  while  M-2,  initially  8.5%  to  10.5%,  is 
now  7.5%  to  10%.  As  it  turned  out,  March  to  March  growth 
was  5%  for  M-1  and  9.4%  for  M-2.  Not  bad.  But  then  the 
rate  began  to  get  out  of  hand— 15%  for  M-1  in  April! 

Alarming  as  the  recent  tightening  may  be,  it  is  not  like- 
ly to  slow  the  economy— there  is  still  plenty  of  liquidity 
around.  Just  ask  any  banker. 

Money  Supply— Only  One  Factor 

In  all.  Fed  officials  think  that  the  markets  are  over- 
reacting to  its  change  in  policy.  The  recent  upward  move 
in  interest  rates  will  serve  to  sop  up  some  surplus  liquid- 
ity—but that  is  not  the  same  thing  as  slowing  the  econ- 
omy. To  the  monetarists,  money  supply  is  all— or  virtually 
all.  To  the  eclectic  pragmatists  at  the  Fed,  it  is  only  one 
factor.  "There's  a  possibility  that  interest  rates  might  be- 
have more  pleasantly,  that  is,  be  more  stable,  than  you 
might  think,"  says  David  P.  Eastbum,  president  of  the 
Federal  Reserve  Bank  of  Philadelphia.  In  short,  the  cap- 
ital markets  have  overreacted.  Interest  rates  are  not  head- 
ded  back  toward  the  stratosphere,  and  the  recovery  re- 
mains in  remarkably  good  shape.   ■ 
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The  Bond  &  Capital  Markets 


Shoot  First,  Think  Later 


By  Ben  Weberman 


here  have  all  the  gunslingers 
gone?  Many  of  them,  I  suspect,  have 
been  reincarnated  as  bond  "investors" 
and  traders.  Remember  when  the 
bond  market  was  a  sedate,  sensible 
place,  where  prices  moved  slowly  and 
in  response  to  long-term  trends?  In 
the  past  few  years,  bonds  have  gotten 
as  jumpy  as  stocks. 

Every  time  the  Federal  Reserve 
makes  a  move,  these  fellows  reach 
for  their  holsters.  Bang,  bang,  bang. 
Bond  prices  drop  sharply.  Or  they 
rise  abruptly.  (For  our  analysis  of 
what  the  Fed  is  really  up  to,  see 
The  Economy,  page  69. ) 

Smart  corporate  treasurers  are  play- 
ers in  the  game.  When  long-term 
yields  drop  to  the  8%-8/8%  range,  out 
come  their  big  bond  offerings.  When 
yields  rise  to  the  8J2%-85^%  area,  the 
prospectuses  go  back  on  the  shelf. 
Toward  the  bottom  of  the  yield  range, 
new  issues  pour  out  and  soon  the  big 
supply  turns  off  the  rally.  Toward  the 
top  of  the  range,  new  issues  dry  up, 
and  scarce  supply  halts  the  climb. 

Holding  Back 

With  the  Sears  issue  close  to  a  re- 
turn of  8.5%  and  heading  higher,  mar- 
ket talk  was  that  du  Pont  could  carry 
a  return  of  more  than  8.6%.  This  re- 
treat in  prices  and  rise  in  yields  had 
the  effect  enumerated  earlier,  that 
issues  would  be  cancelled  or  deferred. 
That  is  just  what  the  telephone  peo- 
ple did.  A  $200-million  Illinois  Bell 
Telephone  issue  scheduled  for  sale 
May  18  was  put  off  awaiting  market 
improvement. 


In  my  column  of  Feb.  15  I  wrote 
that  the  bond  market— thanks  to  the 
gunslingers— had  gotten  ahead  of  it- 
self, and  I  advised  investors  to  wait 
for  better  yields.  That  was  when  Ex- 
xon Pipeline  debentures  were  selUng 
to  yield  8.3%.  By  mid-March  the 
yield  was  up  to  8.6%,  and  the  market 
was  a  buy  again.  Then  the  market 
did  another  flip-flop,  and  in  late  April 
Sears,  Roebuck  was  able  to  bring  out 
a   30-year  issue  yielding  only  8.02%. 

On  Apr.  29  the  Fed  started  to  make 
money  a  little  tighter  just  as  a  big 
Treasury  offering  was  coming  to  mar- 
ket. Between  the  end  of  April  and 
the  middle  of  May,  yields  went  way 
up  again;  the  Sears  issue  was  now 
yielding  8.5%.  Short-selling  deepened 
the  decline.  Covering  will  exaggerate 
the  rebound. 

Higher  Prices  Ahead 

Do  these  extreme  fluctuations  make 
sense?  Not  at  all.  Underlying  Fed  pol- 
icy hasn't  changed  all  that  much,  but 
the  bond  market's  jumpiness  has.  And 
that  jumpiness  has  made  corporate 
treasurers  nervous,  so  they  go  to  mar- 
ket at  the  lower  end  of  the  current 
range  even  though  they  may  not  need 
the  money  until  1977  or  even   1978. 

I  think  this  is  a  foolish  game.  In- 
flation and— perhaps  more  important- 
inflationary  expectations  continue  to 
moderate.  There  is  every  reason  to 
beheve  that  long-term  money  will  be 
available  for  corporates  at  7%-plus  by 
year-end,  perhaps  as  low  as  7%.  I  say 
this  in  full  knowledge  that  the  recov- 
ery is  strong  and  is  likely  to  stay 
strong  in  an  election  year.  Corporate 
profits  and  corporate  cash  flow  are  at 
record  levels,  liquidity  is  vastly  im- 
proved. Money  is  piling  up  faster  than 
business  will  need  it  over  the  balance 
of  this  year.  Once  corporate  treasurers 
see  that  this  is  so,  they  will  slow  down 
on  their  borrowing  for  future  needs, 
and  bond  market  yields  will  break 
through  the  current  range  and  go  con- 
siderably lower. 

So,  what  should  bond  investors  do? 
Fighting   the   market   is   never   wise. 


even  if  you  are  convinced  the  market 
is  wrong.  The  best  bet  is  to  wait  un- 
til the  market's  momentum  shows  signs 
of  exhausting  itself.  This,  of  course,  is 
difficult  to  judge,  because  markets 
have  a  nasty  habit  of  going  further 
in  any  one  direction  than  they  have 
any  logical  right  to  do.  Nevertheless, 
Uwill  stick  my  neck  out  and  say  that 
in  the  8.5%-8.75%  range  for  top-grade 
corporates,  the  market  is  definitely  a 
buy  in  anticipation  of  much  lower 
yields  (and  higher  prices)  when  the 
bond  market  finally  breaks  out  of  its 
current  range. 

At  mid-May  levels  the  Sears  issue 
looked  very  attractive.  The  recent 
Southern  Bell  8.25s  looked  good,  too, 
at  8.7%,  but  Bell  issues  tend  to  suffer 
because  of  the  almost  monthly  flow 
of  Telephone  financing.  Sears,  by 
contrast,  is  a  relatively  rare  visitor  to 
the  bond  market.  Another  tempting 
issue  is  the  Central  Illinois  9.25s  of 
2006,  which  were  yielding  9.45%  in 
the  middle  of  May. 

And  don't  turn  up  your  nose  at 
those  U.S.  Treasury  7J&s  of  1986, 
yielding  7.9%.  Or  Treasury  7J&s  of 
2000,  which  yield  8.20%. 

Bad  Guess 

The  Treasury  7%s  of  1986  have 
an  interesting  history.  Two  days  be- 
fore the  sale,  the  Wall  Street  Journal 
headlined  that  market  receptivity 
would  be  so  poor  the  Government 
would  have  difficulty  coming  up  with 
enough  orders  to  cover  the  $3.5  bil- 
lion offered.  As  it  turned  out,  ten- 
ders totaled  $8.9  billion  and  the 
Treasury  actually  .sold  $4.7  billion. 
Speculators  received  much  more  than 
they  wanted  and  they  started  to 
dump  right  after  the  sale  results  were 
revealed. 

What  I  am  saying  is  that  the  bond 
market  is  no  place  for  gunslingers. 
If  you  are  responsible  for  investing 
money  in  fixed-income  securities  or 
for  raising  cash,  you  ought  to  try  to 
profit  from  their  mistakes.  They  are 
delaying— but  they  cannot  prevent- 
lower  yields  and  higher  prices.  ■ 
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ANNOUNCES  THE  BIRTH  OF  A  PARENT. 
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On  April  30,  1976,  NICOR  Inc.,  The  Basic 
Energy  Company,  was  born. 

NICOR  is  an  exempt  holding  company. 
One  of  its  basic  energy  companies  is  North- 
ern Illinois  Gas,  the  nation's  fifth  largest 
gas  distribution  utility  with  1,300,000  cus- 
tomers, annual  sales  of  more  than  $700 
million  and  assets  of  over  $1  billion. 

Under  the  new  corporate  structure, 
NICOR  services  will  extend  into  non-utility, 
energy-related  fields  which  might  include 
the  exploration  and  development  of  gas,  oil  and 
coal  resources,  and  other  related  activities. 

NICOR  services  will  also  include  those 


provided  by  Northern  lllinoisGas  in  the  regu- 
lated gas  distribution  utility  field. 

GAS,  the  ticker  symbol  for  Northern 
Illinois  Gas  on  the  New  York  and  Midwest 
Stock  Exchanges,  is  now  the  symbol  for 
NICOR  Inc. 

For  more  information  about  NICOR -the 
new  symbol  of  service  in  the  gas  utility  and 
energy  development  fields,  contact  Joseph 
M.Quigley,  Financial  Vice  Presidentand  Sec- 
retary, NICOR  Inc.,  .^^ 
P.O.  Box  529,  Aurora,  g0^  NIPOR 
Illinois60507.  Phone   At     ■  1^; b^c 

(312)355-8000.  V^^    Enlrgr^mpany 


Money  And  Investments 


Market  Comment 


Not  Too  High,  Not  Too  Low 


By  Lucien  O.  Hooper 


Bhose  close  to  the  market  tend  to 
think  in  extremes.  Stocks  are  either 
"too  high"  or  "too  low."  Individual 
issues  must  be  priced  so  as  to  be  ei- 
ther "a  buy"  or  "a  sale."  Some  of 
this  thinking,  I  suppose,  comes  from 
the  idea  that  one  owns  common  stocks 
not  as  investments  but  as  price  spec- 
ulations. Actually,  most  shares  are 
owned  more  or  less  permanently  rath- 
er than  as  in-and-out  trading  vehi- 
cles. Yet  because  of  his  emotions  and 
greed  the  trader  often  has  more  short- 
term  price  influence  than  the  investor. 
This  column  is  investor-oriented.  Too 
many  readers,  I  fear,  want  it  to  be 
trader-oriented. 

The  stock  market  as  a  whole  (if 
there  is  any  such  thing)  is  somewhere 
in  the  middle  of  an  up-and-down 
cycle.  It  is  neither  dirt  cheap,  as  we 
now  know  it  was  in  the  late  months  of 
1974,  nor  is  it  absurdly  overvalued, 
as  we  now  know  it  was  in  the  late 
1960s  and  the  early  1970s.  That  was 
when  the  public  would  pay  almost 
anything  for  alleged  "emerging 
growth  companies"  and  the  institu- 
tions seemed  to  think  that  those  one- 
decision,  glamour  growth  stocks  were 
a  bargain  at  any  price. 

Avoid  The  Extremes 

That  is  not  to  imply  that  all  prices 
for  all  stocks  are  "right"  now— such  a 
condition  never  occurs.  The  point  is 
that  there  probably  is  less  misvalua- 
tion  midway  between  the  top  and  the 
bottom  of  a  market  cycle  than  there 

Mr.   Hooper  is  vice  president  of  the  MYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


is  at  the  top  or  at  the  bottom.  This  is 
neither  a  stock  market  top  nor  a  stock 
market  bottom.  Don't  play  it  that  way, 
whether  you  are  an  investor  or  a  price- 
conscious  trader. 

The  Dow  Jones  transportation  in- 
dex, heavily  loaded  with  rails,  has  re- 
cently hit  a  new  bull-market  high. 
That's  logical  because,  in  spite  of  all 
the  understandable  prejudice  against 
railroad  equities,  the  carrier  industry 
is  enjoying  an  upward  surge  in  earn- 
ings based  on  increasing  traffic  and 
better  freight  rates.  Norfolk  <b-  West- 
ern (79),  which  has  paid  dividends 
regularly  since  1901,  earned  $2.65  a 
share  in  the  March  quarter,  more  from 
operations  than  in  any  quarter  in  its 
long  history.  Most  of  the  improve- 
ment came  from  auto  and  other  mer- 
chandise freight  rather  than  from 
hauling  coal.  .  .  . 

Southern  Pacific  (36),  a  transpor- 
tation conglomerate  rather  than  just  a 
railroad,  earned  57  cents  a  share  in 
the  first  quarter  as  against  a  loss  of 
79  cents  a  year  ago.  SP  has  paid  a 
higher  dividend  each  year  for  the 
past  eleven  years.  .  .  .  Seaboard  Coast 
Line  (27)  earned  $1.42  a  share  in 
the  first  quarter  vs.  42  cents  a  year 
ago.  .  .  .  Union  Pacific  (89)  has  been 
making  new  highs,  partly  on  recent 
important  natural  gas  discoveries  in 
the  Wyoming  area. 

Growth  Record 

Warner-Lambert  (33)  could  earn 
between  $2.10  and  $2.25  a  share  this 
year,  which  makes  it  sell  in  the  lower 
range  of  the  glamour  area.  This  is 
one  of  the  more  diversified  drug  com- 
panies with  a  high  proprietary  em- 
phasis. The  stock  has  no  doubt  been 
held  back  by  the  generally  below 
average  behavior  of  the  other  drugs. 
On  the  record,  it  is  a  growth  stock, 
and  the  risks  seem  small. 

Black  6-  Decker  (24)  recentiy 
touched  a  new  low  at  21?8  which  com- 
pares with  an  adjusted  high  of  42ilg 
in  1972.  This  leading  power-tool 
maker,  which  increased  sales  from 
$147  million  in  1966  to  $653  million 


in  1975,  has  recently  been  bothered 
by  excessive  dealer  inventories  and  a 
slack  consumer  demand.  Sales  and 
earnings  should  recover  this  year.  The 
stock  always  sells  at  a  high  P/E. 

Recognize  Values 

Readers  will  recall  that  I  was  a 
lone  voice  in  the  wilderness  in  advo- 
cating the  international  oils  "as  invest- 
ments rather  than  as  speculations" 
when  most  advisers  were  advocating 
their  sale  at  much  lower  prices.  I  must 
admit  that  I  have  derived  some  quiet 
satisfaction  from  the  outstanding  be- 
havior and  the  institutional  buying  in 
this  group  during  the  past  three 
months.  Good  dividend  yields  are 
still  obtainable  in  stocks  like  Exxon 
(98),  paying  $5.60  and  likely  to  pay 
more  on  earnings  possibly  as  high  as 
$15  this  year;  on  Standard  Oil  of  Cal- 
ifornia (37),  where  the  payment  re- 
cently was  increased  from  $2  to 
$2.20;  on  Gulf  Oil  (26),  which  pays 
$1.70;  on  Texaco  (27),  paying  $2; 
and  on  Mobil  Oil  (59),  paying  $3.40. 
Sometimes  it  pays  to  recognize  values 
in  real  institutions  like  the  interna- 
tional oils  when  others  are  trying  to 
pick  pinfeathers  out  of  the  angels. 

The  steels,  of  course,  are  cyclical 
stocks.  It  is  much  better  to  own  them 
when  steel  operations  and  earnings 
are  increasing  than  when  the  trend  is 
in  the  opposite  direction.  From  all  I 
can  learn,  we  seem  to  be  entering  a 
period  of  months  (at  least)  when  steel 
operations  will  increase  and  profits 
will  rise.  As  mentioned  many  times  in 
this  column,  my  favorite  of  the  in- 
dustry is  U.S.  Steel  (85). 

In  the  fast  foods  area,  I  prefer 
Gino's  ( 14 ) .  There  was  some  disap- 
pointment that  profits  for  the  first 
quarter  amounted  to  only  12  cents  a 
share,  but  no  more  was  expected  by 
those  who  know  the  company  well. 
The  old  Gino's  restaurants  are  located 
in  areas  which  should  profit  greatly 
from  the  Bicentennial  celebrations, 
and  the  new  Rustler  Steak  Houses  are 
beginning  to  sustain  higher  traffic; 
earnings  are  picking  up.   ■ 
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^-z^ 


Neither  does  the  money  needed  to  run  our 
country.  It  takes  taxes  for  federal,  state 
and  local  governments  to  provide  the 
essential  programs  Americans  expect. 
Like  education,  hospitals,  sanitation,  law 
enforcement,  highways,  parks.  And 
business  supplies  an  important  part  of 
these  tax  dollars. 

In  1974,  the  federal  government  collected 
more  than  $291  billion  in  tax  revenues. 
Of  this,  business  paid  about  $115  billion— 
almost  40%.  State  and  local  governments 
got  even  more  from  business.  Of  their 
revenues,  a  whopping  60%  came  from 
business ...  a  total  of  over  $1 25  billion. 

But  these  billions  collected  directly  are 
only  part  of  the  tax  story.  The  salaries  that 
business  pays  employees  are  taxed.  The 
dividends  business  pays  shareholders 
are  taxed.  For  example,  at  Allied  Chemical 
in  1974,  while  we  paid  out  as  a  corporation 
more  than  $120  million  in  taxes,  our 
32,000  employees  and  73,000  stockholders 
were  taxed  many  additional  millions  on 
their  incomes. 

When  a  corporation  earns  profits,  it  can 
plow  back  more  money  into  job-producing 
expansions  by  building  factories,  mod- 
ernizing older  facilities  and  developing 


new  products.  These  generate  even  more 
wages  and  tax  revenues,  and  everyone 
profits.  Yet,  in  a  period  when  profits  are 
more  important  than  ever,  they  are  far 
from  adequate. 

A  recent  survey  showed  Americans  think 
the  average  manufacturing  corporation 
makes  more  than  30  cents  profit  on  every 
sales  dollar.  In  fact,  the  average  in  1975 
was  less  than  5  cents. 

Shrinking  corporate  profits  mean  a  slow- 
down in  business  activity.  With  fewer 
profits,  wages  and  dividends  to  tax,  many 
of  the  good  things  in  life  that  we  take 
for  granted  may  disappear. 

It's  going  to  take  a  lot  more  than  wishing 
for  a  money  tree  to  keep  our  country 
growing. 


<? 


Allied.    , 
Chemical 


Where  Profits  Are  For  People 


If  you'd  like  to  learn  more  about  Allied  Chemical  and  how 
we're  putting  profits  to  work,  please  write  to  P.O.  Box  2245R, 
Morristown,  New  Jersey  07960. 

©  1976  Allied  Chemical  Corporation 


Money  And  Investments 


Statistical  Spotlight 


Encouragement  For  The  Bears? 


With  the  economy  picking  up  smart- 
ly and  the  Dow  industrials  refusing 
to  retreat  substantially  from  their  stun- 
ning 440-point  runup,  the  bears  are 
grasping  at  straws  these  days.  Well, 
how  about  the  yield  gap? 

The  yield  gap?  It  is  the  differential 
between  the  return  on  triple-A  bonds 
and  on  common  stocks.  Right  now 
the  yield  gap  is  at  an  alltime  high. 
Triple-A  bonds  currently  yield  over 
8.5%,  while  common  stocks  on  aver- 
age yield  only  about  3.25%.  That's  a 
"gap"  of  5.25%— the  highest  on  rec- 
ord, higher  even  than  in  early  1970 
and  the  fall  of  1973  when  two  fero- 
cious bear  markets  started.  Martin 
Zweig,  the  market  pimdit,  has  un- 
earthed 13  major  bear  markets  over 
the  last  centtiry  that  began  when 
bonds  yielded  more  than  stocks.  In 
recent  markets,  Zweig  feels  a  gap  of 
4%  or  more  is  dangerous. 

The  reasoning  about  yield  gaps  is 
quite  simple:  Bonds  are  supposed  to 
be  less  risky  than  stocks;  therefore, 
stocks  should  pay  higher  retiuns  to 
make  up  for  the  greater  risk.  By  this 
reasoning,  when  bonds  yield  more 
than  stocks,  stocks  are  way  out  on  a 
limb.  The  present  yawning  gap  is 
"definitely  a  negative,"  says  Zweig. 

Benjamin  Graham,  the  father  of  se- 
curity analysis,  agrees:  "I  think  the 
gap  we  now  have  could  bring  the 
end  of  the  bull  market." 

But  before  calling  your  broker,  lis- 
ten to  the  other  side  of  the  argument: 

"As  a  predicting  tool,  the  yield  gap 
isn't  worth  a  damn,"  says  Goldman, 
Sachs  senior  portfolio  strategist  Greg- 
ory Smith.  Most  Wall  Street  techni- 
cians agree. 

Look  at  the  smaller  chart  on  this 


BOND  YIELDS 
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1960 


page.  It  shows  that  in  the  mid-Fifties 
stock  yields  dropped  decisively  below 
bond  yields  and  have  stayed  there 
ever  since;  previous  to  that,  stocks 
yielded  more,  except  for  brief  periods. 
The  old  relationship  thus  seems  per- 
manentiy  reversed— if  20  years  can  be 
called  "permanent."  Says  Richard 
Hoey,  Bache  Halsey  Stuart's  invest- 
ment strategist:  "If  you  had  looked 
at  the  gap  in  1953  and  said,  'Gee, 
that's  bad  news  for  stocks,'  you  would 
have  saved  yourself  from  one  of  the 
best  bull  markets  of  all  time." 

What  changed  after  the  mid-Fif- 
ties? Simply  that  people  began  to  fac- 
tor inflation  into  their  expectations. 
With  deflation,  a  bond  is  the  better 
protection,  but  with  inflation,  a  stock 
may  be  the  better  protection.  The  ob- 
vious reason  is  that  with  a  bond,  the 
interest  and  principal  is  all  you  ever 
get.  With  stocks  you  also  get  some 
advantage  from  plowed-back  earn- 
ings that  may  be  building  future  earn- 
ings and  dividends. 

In  other  words,  in  an  inflationary 
economy  it  may  be  more  sensible  to 
compare  bond  yields  with  price/ earn- 


ings ratios  than  with  dividends. 
Looked  at  this  way,  an  8%  bond  is 
selUng  at  12.5  times  earnings— all  the 
earnings  it  will  ever  have.  By  contrast, 
a  stock  may  be  yielding  only  3%,  but 
if  it  sells  at  ten  times  earnings,  it  is 
showing  a  return  of  10%  on  earnings. 
Goldman,  Sachs  has  built  a  timing 
system  around  this  principle. 

But  while  dismissing  the  old-fash- 
ioned yield  gap,  even  the  bulls  would 
like  to  see  it  narrow  a  bit.  Robert 
Colin,  the  Faulkner,  Dawkins  &  Sulli- 
van executive  vice  president  who  sup- 
plied us  with  the  data  for  the  charts, 
worries  about  this.  "The  yield  gap," 
he  says,  is  "one  of  the  few  indicators 
that  is  not  in  [bullish]  position." 

White,  Weld's  Gary  Shilling,  one 
of  Wall  Street's  most  respected  econo- 
mists, thinks  that  the  gap  will  shrink 
regardless:  "If  I'm  right  and  inflation 
stays  down,  that  will  be  good  for 
stocks,  but  even  better  for  bonds.  If 
I'm  wrong  about  inflation,  that  will 
be  terrible  for  stock  prices,  and  so  the 
gap  will  shrink  automatically."  Shill- 
ing, in  short,  is  bullish  on  stocks,  but 
even  more  bullish  on  bonds.   ■ 
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New  issue! 

Uncovers  74  sound  investment 

opportunities 


Packed  with  16  pages  of  news,  facts, 
analyses,  recommendations.  Suggests 
what  to  do.  And  what  not  to.  Includes: 

Signs  of  strength 

An  in-depth  look  at  an  industry  on  the 
move:  appliances.  Plus  a  review  of  the 
Dow  Jones  Industrials,  where  there  may 
be  room  for  significant  growth.  And  what 
conditions  could  start  the  Dow  climbing. 

Tax-sheltered  retirement  plans 

How  employees  without  pension  plans 
can  invest  up  to  $1500  tax-deferred  dol- 
lars a  year  for  retirement.  What  the 
Government  rules  are.  How  to  get  started. 

More  opportunities 

Our  Research  Department  has  come  up 
with  what  we  think  are  attractive  buys: 
6  blue  chips  for  appreciation.  Plus  6  high- 
yielding  stocks.  6  undervalued  over-the- 
counter  stocks.  Plus  investments  for 
income.  And  more. 


Mail  today  for  free  copy!  "Investments  For  a  Changing  Economy 

Merrill  Lynch  Service  Center,  P.O.  Box  700,  Nevada,  Iowa  50201. 
Please  rush  me  your  latest  report  on  solid  investment  opportunities. 


» 


Name. 


NFO  0601  ICE 


Address- 
City 


State. 


-Zip_ 


Home  phone - 


-Business  phone- 


Merrill  Lynch  customers,  please  give  name  and  office  address  of  Account  Executive: 


Merrill  Lynch  Pierce  Fenner  &  Smith  inc. 


©Copyright  1976  Merrill  Lynch  Pierce  Fenner  &  Smith  Inc.  Member,  Securities  Investor  Protection  Corporation  (SIPC) 


"It  was  an  event  of  a 
certain  moral  splendor, 
but  the  witnesses  to  the 
scene  could  hear  no 
golden  trumpets  sounding." 


"The  progress  of  the  Bill  of  Rights  into  the  world  has  been  so  long  and  wearisome  that  its  birth 
last  week  seemed  almost  routine,  like  the  approval  of  some  measure  to  clean  a  public  well." 


The  last  moments  before  passage  of  the  Bill 
of  Rights  were  sheer  semantic  drudgeiy,  the 
months  of  controversy  winding  down  in  the 
drone  and  murmur  of  deletions  and  word 
changes. 

By  now  the  BUI  of  Rights  is  so  revered  that 
we  think  of  its  birth  as  perfect  and  painless. 
Perhaps  the  greatest  value  of  TIME'S  second 
Bicentennial  Issue— the  one  for  the  week  of 
September  26,  1789— is  the  evidence  it  gives 
that  there  was  no  magic  in  America's  creation; 


only  the  capacities,  which  we  still  have  now,  to 
resolve  discord  and  confusion  with  clear  thiiik- 
ingand  hard  work. 

The  moral  becomes  uniquely  clear  in  TIM  lis 
presentation  of  history  as  journalism.  And  that 
m  turn  is  merely  the  logical  extension  <•!' 
time's  basic  premise:  to  present  news  in  i 
way  that  makes  something  happen  inside  th< 
reader's  head. 

You  know  what  TIME  does.  And  reading  it 
every  week  reminds  you  how  well. 


Now  on  newsstands 


Money  And  Investments 


The  Funds 


A  New  Way  To  Invest  In  Tax-Exempts 


Would  you  like  to  be  able  to  buy 
tax-exempt  bonds  for  as  little  as  $25? 

That's  one  of  the  allures  of  a  new 
tax-exempt  bond  fund  brought  out  by 
Supervised  Investors  Services  of  Chi- 
cago, a  subsidiary  of  Kemper  Corp. 
SIS  already  manages  about  $2.5  bil- 
lion, including  about  $750  milion  in 
tax-exempts,  $800  million  in  mutual 
ftmds  and  $1  billion  in  other  ac- 
counts. The  Kemper  Mimicipal  Bond 
Fund  will  accept  an  initial  investment 
for  as  little  as  $100  and  subsequent 
investments  of  only  $25.  Other  tax- 
exempt  bond  funds  require  at  least 
$1,000  and  often  $5,000. 

What  makes  the  Kemper  fund 
truly  unique,  though,  is  that  it  is  just 
like  most  other  mutual  fimds.  That 
is,  the  fund's  portfolio  is  actively  man- 
aged and  shares  can  easily  be  bought 
or  redeemed  at  net  asset  value. 

That's  unusual?  Indeed  it  is.  Those 
popular  tax-free  funds  sponsored  by 
Merrill  Lynch  &  Co.,  Inc.,  John  Nu- 
veen  &  Co.  and  other  brokers  are  ac- 
tually closed-end  unit  trusts— mean- 
ing that  the  portfolio  cannot  be 
touched  unless  a  security  is  near  or 
in  default;  that  if  you  sell,  you  have 
to  take  what  the  market  is  willing  to 
pay,  which  could  well  be  less  than 
the  net  asset  value. 

Until  recently,  tax-free  bond  fimds 
had  to  be  closed-end  and  with  fixed 
portfolios.  That  was  the  law.  The  tax 
exemption  was  lost  because  the  in- 
terest was  transferred  to  shareholders 
as  dividends.  But  SIS  found  a  hole 
in  the  law.  After  years  of  on-and-oflF- 
haggling,  the  Internal  Revenue  Ser- 


Anderson  and  Doyle  of  Supervised  Investors  Services 


vice  and  the  Securities  &  Exchange 
Commission  said  "Okay." 

Of  course,  the  proof  of  this  par- 
ticular pudding  will  lie  in  the  per- 
formance of  the  new  fund's  manage- 
ment. Unlike  the  older  tax-exempt 
funds,  this  one  will  trade  bonds.  For 
this  reason,  it  will  invest  only  in  high- 
grade,  readily  marketable  securities. 
This  could  result  in  some  sacrifice  in 
return,  and  SIS  wiU  have  to  make 
up  for  the  lower  return  with  capital 
gains  if  it  is  to  compete  for  income- 
oriented  investors. 

"Our  turnover  [trading]  will  de- 
pend on  interest  rate  fluctuations," 
says  vice  president  and  chief  invest- 
ment officer,  Richard  J.  Doyle.  Be- 
cause the  Kemper  fund  will  be  keep- 
ing its  eyes  glued  on  interest  rates, 
■"our  time  horizon  for  any  security  is 
rather  short,"  says  Doyle.  "Six  to  nine 
months.  Every  bond  we  buy,  we  buy 
with  the  idea  of  selling."  Many  peo- 
ple still  think  of  municipals  as  some- 


thing to  be  bought,  but  Doyle  and 
his  colleagues  believe  that  the  best 
way  to  make  money  on  municipal 
bonds  is  to  trade  them  actively  when- 
ever necessary. 

Although  it  will  accept  the  $25  in- 
vestor ("to  make  the  new  fund  com- 
patible with  our  other  funds"),  "we 
expect  an  average  investment  to  be  a 
lot  higher,  maybe  around  $10,000," 
says  Executive  Vice  President  Tom 
Anderson.  The  loading  charge  will  be 
a  standard  4.75%.  (scaling  down  for 
higher  investments),  the  annual  man- 
agement fee  0.45%. 

If  SIS'  fund  is  a  fast  seller,  it  will 
probably  attract  plenty  of  company. 
Says  Frank  Wendt  of  John  Nuveen  & 
Co.,  "If  there  is  a  need  and  market 
for  it,  we  obviously  will  be  a  par- 
ticipant. We  decided  to  let  othey  peo- 
ple do  the  preliminary  work.  We 
launched  the  unit  investment  trust 
and  everyone  else  came  aboard  and 
used  our  format."  ■ 


Some  Tips  On  Tax-Exempts 


Supervised  Investors  Services  has 
an  excellent  record  investing  in  tax- 
exempt  bonds,  a  field  full  of  pitfalls 
for  the  average  investor.  We  asked 
vice  president  and  chief  investment 
oflBcer  Richard  J.  Doyle  what  he  sees 
ahead  for  tax-exempts  and  for  hints 
on  what  to  choose  and  to  avoid. 

"We're  optimistic  on  tax-exempt 
bonds,"  he  replied.  "Inflation  will  set- 
tle back  into  the  5%  range,"  which 
will  pull  long-term  rates  down.  An- 
other bullish  factor,  Doyle  beUeves, 
is  that  "there  will  be  more  participants 
on  the  buy  side  this  year.  Insurance 
companies  will  be  a  larger  factor 
than  last  year  and  banks  will  be  more 
active.  The  supply  of  new  issues  will 


settle  back  a  bit.  Conservatism  has 
returned  to  state  and  local  budgets." 

At  the  moment,  the  general  tax- 
exempt  yardstick,  the  Bond  Buyer  In- 
dex of  municipal  bonds,  stands  at 
6.8%.  By  the  year's  end,  SIS  expects 
the  rates  will  be  5.6%  to  6%.  A  per- 
centage point  change  in  yields  usually 
means  a  10%  change  in  a  bond's  price. 
If  this  is  correct,  SIS  should  have  some 
very  happy  holders  in  its  new  fund. 

Even  though  the  fimd's  time  frame 
for  holding  is  short,  it  is  now  buying 
heavily  in  long-term  bonds;  the  longer 
the  maturity,  the  greater  the  potential 
capital  gain.  "We're  not  afraid  of  go- 
ing out  30  years  and  longer,"  says 
Doyle.  "But  we  make  sure  the  bonds 


we  buy  are  marketable.  Issues  in  the 
range  of  around  $40  million  to  $75 
million  are  generally  liquid  if  the 
name  itself  is  acceptable." 

In  municipals,  in  torms  of  maturity, 
there  are  two  kinds  of  bonds:  serial 
bonds,  where  maturities  are  staggered 
over  a  number  of  years,  and  dollar 
bonds,  where  the  bulk  of  the  princi- 
pal is  retired  at  one  time. 

"Dollar  bonds  are,  as  a  rule,  high- 
ly marketable,"  says  Doyle,  "and  are 
traded  much  like  corporates  are. 
We're  emphasizing  long-term  dollar 
bonds."  Doyle  hkes  issues  of  public 
power  projects.  He  finds  especially  at- 
tractive those  of  the  Washington  Pow- 
er Authority,  the  Salt  River  Project 
in  Arizona  and  Omaha  Public  Pow- 
er.   A    recent    issue    of    Salt    River 
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bonds  of  2018  had  a  recent  yield 
of  6.9%. 

"You  still  have  a  number  of  state 
obligations  at  the  moment  that  are 
still  quite  attractive,"  Doyle  goes  on. 
Among  these  are  Texas,  Illinois,  Ore- 
gon, Maryland  and  Georgia.  "Califor- 
nia generally  sells  at  a  slightly  higher 
price  than  comparable  triple-A  state 
names.  South  Carolina  is  a  good  cred- 
it, but  for  special  state  tax  law  rea- 
sons, it  always  trades  very  high  com- 
pared to  other,  similar  issues." 

Two  states  Kemper  is  avoiding  are 
New  York  and  Massachusetts.  "Both 
will  probably  come  out  of  their  diffi- 
culties," Doyle  says,  "and  yet  you 
can't  feel  comfortable  at  the  moment 
that  there  will  be  a  viable  market 
for  those  issues  over  the  near  term." 
Another  state  that  Doyle  is  leery 
about  at  the  moment  is  Pennsylvania. 
"They've  had  a  whale  of  amount  of 
financing  over  the  recent  past. 

"We've  adopted  a  policy  of  avoid- 
ing investing  in  large  Northern  cities," 
says  Doyle.  Cities  that  are  acceptable: 
Phoenix,    Dallas,     Houston,    Denver, 


Atlanta,  Los  Angeles  and,  yes,  San 
Francisco.  "We'll  have  to  appraise 
the  impact  of  the  strike,  but  the 
city's  finances  have  been  in  good 
shape,"  he  says  of  the  northern  Cali- 
fornia city.  And  recession-,  real-es: 
tate-rocked  Atlanta?  "That  city  has 
been  very  well  managed  financially," 
says  Doyle.  That  is,  it  can  roll  with 
the  punches,  unlike  New  York. 

There  are  several  areas  the  fund 
will  avoid  because  of  ill-liquidity. 

•  Hospital  revenue  bonds  have 
juicy  yields,  "but  we  will  not  be  buy- 
ing them.  They  lack  marketability," 
says  Doyle. 

•  Municipal  Bond  Insurance  As- 
sociation bonds  (small  local  issues 
whose  principal  and  interest  are  in- 
sured by  Aetna  Life  &  Casualty,  St. 
Paul  Cos.,  Connecticut  General  In- 
surance and  Crum  &  Forster  and  thus 
have  a  triple-A  rating  from  Standard 
&  Poor's)  will  also  be  avoided.  "The 
insurance  is  supposed  to  make  the 
market  more  viable,  but  experience 
has  shown  that  it  has  not." 

•  The  difficulty  for  pollution  con- 


trol bonds  of  corporate  credits,  such 
as  Exxon  and  Union  Carbide,  is  that 
"there  is  not  yet  a  great  aftermarket 
for  them,"  says  Doyle. 

•  One  once-popular  sector  of  the 
jjnarket    that    has    SIS    turned    off    is 

Puerto  Rican  bonds.  "We  have  not 
felt  comfortable  going  into  thern  in 
the  past  and  have  not.  Based  on  re- 
cent developments  there,  we  certainly 
would  not  want  to  do  so  now." 

•  Only  a  few  notches  above  Puerto 
Rican  bonds,  in  Doyle's  estimation, 
are  state  housing  authority  bonds. 
"Certain  of  these  authorities  are  bet- 
ter secured  than  others,  but  they 
haven't  had  great  market  acceptance, 
and  if  you  wanted  to  get  out,  you 
could  take  a  real  hosing. 

"Public  Housing  Authority  bonds 
[which  are  guaranteed  by  the  Fed- 
edal  Government]  have  excellent  mar- 
ketability. If  more  were  available  in 
the  coupon  form  we  wanted,  we 
would  have  no  reluctance  to  invest 
in  them."  Meaning  that  for  the  small 
investor  the  PHAs  might  be  a  near- 
ideal  investment.  ■ 
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GUESS  WHO  WEIGHS 

IHASTHE  WORLD'S 

BIGGEST  PRODUCER 

OF  SACGHMIH? 

Sherwm-Williams. 

Of  course,  not  many  people  know  that 
Sherwin-Williams  is  the  biggest  producer  of  the 
substitute  sweetener. 

But  it's  really  not  surprising  to  find  that 
we're  in  saccharin  in  a  big  way  Not  when  you  consider  that  we  carry  weight  m 
whatever  we're  in. 

That  includes  things  like  saccharin  that  have  little  to  do  with  paint.  Imitation 
grape  flavorings  for  soft  drinks,  for  instance.  Aromas  for  perfumes  and  cosmetics. 
Colorants  for  textiles.  Not  to  mention  cans.  And  we're  also    CUppi 
thinking  very  big  in  retailing  with  1,700  company-owned        [fllllfcl 
decorating  stores.  How  sweet  it  is.  ■■^^ 
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4,000,000  Shares 

Champion  International  Corporation 

Common  Stock 

($.50  Par  Value) 


Price  $23,625  Per  Share 


upon  request,  a  copy  ol  the  Prospectus  describing  these  securities  and  the  business  oi  the 
Company  may  be  obtained  within  any  State  Irom  any  Underwriter  who  may  legally 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  ol  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  ol  any  offer  to  buy. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Bache  Halsey  Stuart  Inc. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 

Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 


Drexel  Burnham  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 

Kidder,  Peabody&  Co.    Kuhn,  Loeb  &  Co.    Lazard  Freres  &  Co.    Lehman  Brothers    Loeb,  Rhoades  &  Co. 

Incorporated  »  Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith         Paine,  Webber,  Jackson  &  Curtis         Reynolds  Securities  Inc. 

Incorporated  Incorporated 

Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc. 

Incorporated 

White,  Weld  &  Co.  Dean  Witter  &  Co.  Mitchell,  Hutchins  Inc.  Shearson  Hayden  Stone  Inc. 

Incorporated  Incorporated 

Banque  Lambert  S.C.S.  Bear,  Steams  &  Co.  Kleinwort,  Benson 

Incorporated 

Kredietbank  N.V.  L.  F.  Rothschild  &  Co.  Shields  Model  Roland  Securities 

Incorporated 

UBS-DB  Corporation  Warburg  Paribas  Becker  Inc. 


SoGen-Swiss  International  Corporation 
ABD  Securities  Corporation         Advest  Co. 
EuroPartners  Securities  Corporation 
Ladenburg,  Thalmann  &  Co.  Inc. 
New  Court  Securities  Corporation 


Basle  Securities  Corporation         F.  Eberstadt  &  Co.,  Inc. 


Robert  Fleming 

Incorporated 


Johnston,  Lemon  &  Co. 

Incorporated 


R.W.  Pressprich  &  Co. 

Incorporated 

Tucker,  Anthony  &  R.  L.  Day,  Inc. 

May  12, 1976 


Moseley,  Hallgarten  &  Estabrook  Inc. 
Oppenheimer  &  Co.,  Inc. 
Richardson  Securities,  Inc. 
C.  E.  Unterberg,  Towbin  Co.        Wood,  Struthers  &  Winthrop  Inc. 


Piper,  Jaffray  &  Hopwood 

Incorporated 

Spencer  Trask  &  Co. 

Incorporated 
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Money  And  Investments 


Stock  Comments 


The  Fear  Of  High  Multiples 


By  Heinz  H.  Biel 


I  he  stock  market  was  still  strug- 
gling last  month  to  overcome  the 
"1000  syndrome"  that  has  been 
plaguing  it  since  February.  All  this 
time  the  good  news  has  been  ignored 
or  shrugged  ofiF,  and  whatever  little 
bad  news  there  was— such  as  the 
minute  increase  in  the  rate  the  banks 
pay  each  other  for  federal  (reserve) 
fimds— has  had  exaggerated  attention. 
The  best  news,  of  course,  was  the 
unexpectedly  high  level  of  corporate 
profits  in  the  first  quarter.  Earlier  this 
year  it  had  been  estimated  that  1976 
earnings  on  the  Dow  might  approach 
$100.  Now  these  estimates  have  been 
upped  by  about  5%  overall.  When 
one  looks  at  the  projections  for  each 
of  the  30  companies  that  make  up 
the  Dow  Jones  industrial  average, 
they  seem  realistic.  Only  eight  Dow 
stocks— Alcoa,  du  Pont,  Kodak,  GE, 
Inco,  International  Paper,  Procter  & 
Gamble  and  Sears— command  a  multi- 
ple of  better  than  ten  on  the  basis  of 
expectations  for  1976. 

Few  Highfliers 

These  data  are  not  a  secret,  of 
course.  They  are  known  to  everyone 
in  The  Street.  One  can  only  conclude 
that  our  market  at  present  is  suffering 
from  an  acute  case  of  the  fear  of  high 
multiples.  This  undoubtedly  is  the 
lasting  aftereffect  of  the  wild  exag- 
gerations of  three  to  four  years  ago, 
when  price/ earnings  ratios  of  40  and 
much  more  were  commonplace.  But 
now  we  seem  to  be  going  overboard 
on  the  conservative  side.  A  multiple 
of  less  than  ten  for  the  Dow  is  very 
low,  especially  when  one  takes  into 
account  the  lessening  inflation,  the 
decline  in  long-term  interest  rates, 
and  the  strong  possibility  of  even 
higher  profits  next  year. 

Mr.  Bi«l  ia  ■  Mnior  vie*  prtsidwit  of  th»  N«w  York 
Stock  Exchango  firm  of  Hoppin,  Wotion  Inc. 


There  are  exceptions,  to  be  sure. 
Almost  always  there  are  a  few  stocks 
which  for  one  reason  or  another  seem 
to  exert  irresistible  attraction  for  in- 
vestors, either  individual  or  institu- 
tional. Intel  Corp.  (74),  the  most 
sparkling  growth  company  in  the 
semiconductor  industry,  is  one  of 
them.  The  rate  of  Intel's  growth,  its 
profit  margin  and  its  prospects  are 
indeed  dazzling,  but.  .  .  . 

After  three  stock  splits  in  the  past 
four  years,  there  are  now  nearly  10 
million  shares  outstanding  with  a 
market  value  of  over  $700  million. 
That  figiu"e  is  well  over  three  times 
this  year's  estimated  record  sales.  Per- 
share  earnings  this  year  could  reach 
$2.40  to  $2.50.  The  indicated  P/E  of 
about  30  is  not  outrageous  by  past 
standards  for  companies  of  such 
growth  and  excellence,  but  one 
should  also  keep  in  mind  that  the 
semiconductor  business  is  not  exacdy 
notorious  for  its  stability.  I  am  not 
saying,  "don't  buy  Intel."  But  if  you 
buy  this  stock,  you  had  better  know 
what  you  are  doing.  It  is  not  an  in- 
vestment for  the  fainthearted. 

Do  you  remember  the  devastating 
cover  story  in  Forbes  (July  1,  1973) 
on  Avon  Products  (45)?  The  stock 
had  been  selling  at  an  alltime  high 
price  of  140,  giving  Avon  a  market 
valuation  of  an  unbelievable  $8  bil- 
lion. The  P/E  was  65  and  the  divi- 
dend yield  just  1%.  One  wondered 
then,  and  one  wonders  now,  that  so 
many  people  could  have  been  so  blind 
they  couldn't  see  one  of  the  most 
glaring  cases  of  overvaluation. 

Return  To  Favor 

Avon  Products  suffered  its  first 
profit  decline  in  1974.  It  was  a  sober- 
ing experience,  but  the  results  were 
beneficial.  By  last  year  earnings  were 
back  on  the  track  with  a  new  high 
of  $2.40  a  share,  even  though  the 
profit  margin  still  fell  short  of  earlier 
days.  If  the  balance  of  1976  is  as 
good  as  the  first  quarter  (40  cents  a 
share  vs.  29  cents  a  year  ago)— and 
I  see  no  reason  why  not— the  net  for 


the  year  could  approach  $2.90  to  $3. 
On  that  basis  the  P/E  would  be 
about  15,  which  is  relatively  high  but 
no  longer  exorbitant.  Meanwhile  Avon 
has  raised  its  dividend  rate  to  $1.80 
for  a  4%  yield.  Its  financial  position  is 
enormously  strong:  It  is  practically 
free  of  long-term  debt,  and  cash  items 
alone  are  well  in  excess  of  all  liabili- 
ties. Did  you  ever  think  you'd  buy 
AVP  for  income? 

McDonald's  vs.  Chart  House 

When  I  first  saw  the  announce- 
ment that  McDonalds  had  declared 
a  dividend  of  2J»  cents  a  share,  I 
thought  it  must  be  a  misprint.  It 
wasn't.  Neither  was  it  a  joke;  Dow 
Jones  doesn't  do  such  things.  To  send 
a  dividend  check  of  $2.50  to  an  in- 
vestor who  paid  more  than  $6,000  for 
100  shares  of  stock  is  a  meaningless 
gesture.  McDonald's  heavy  debt  bur- 
den—over 50*  of  its  capitalization— may 
preclude  more  generous  distributions, 
but  token  dividends  are  a  senseless 
waste  of  postage. 

There  is  nothing  wrong  with  Mc- 
Donald's excellent  earnings  growth. 
It's  one  of  the  most  enviable  patterns. 
This  year's  income  may  reach  $2.75 
a  share,  up  from  $2.17  in  1975  and 
$1.64  the  year  before.  On  this  year's 
basis  the  P/E  would  be  a  tolerable 
22,  almost  cheap  compared  with  a 
multiple  of  as  much  as  80  in  1972. 

Meanwhile,  Chart  House  (27),  the 
Burger  King  franchisee,  is  keeping 
pace  with  MCD's  per-share  earnings 
growth.  The  expectation  for  1976  is 
around  $2.80  vs.  $2.18  last  year  and 
$1.59  the  year  before.  The  present 
dividend  rate  of  60  cents— six  times 
that  of  MCD's— may  be  raised  later 
this  year.  The  difference  in  price,  27 
vs.  58,  in  my  opinion,  makes  more 
than  full  allowance  for  the  high  pres- 
tige enjoyed  by  McDonald's.  Chart 
House  was  first  discussed  in  this  col- 
umn in  the  Jan.  15  issue.  Since  that 
time  its  price  has  advanced  some  30*, 
while  McDonald's  has  remained  vir- 
tually unchanged.  The  adjustment 
process  is  not  yet  finished.   ■ 
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Our  offer  is  simple: 
wellieip  you  play  a 
fcietter  game  of  golf 


Professional  Teaching  Panel 

The  world's  greatest  teachers — 

Bob  Toski,  Jim  Flick,  Eddie  Merrins, 

John  Jacobs,  Paul  Runyan  and 

Henry  Ransom — make  it  easy  for 

you  to  improve  your  game  quickly. 


Golfing  "Instant  Lessons" 

In  each  issue  you'll  get  quick, 

simple  drills  on  the  swing,  the 

short  game,  putting,  special  shots 

— invaluable  aids  to  smooth  out 

the  rough  spots  in  your  game. 


Superb  visual  instruction 

All  GOLF  DIGEST  instruction 

includes  carefully  prepared 

diagrams,  illustrations  or 

photographs  to  show  you  every 

movement,  step-by-step. 


Easy-to-follow  instruction 

by  our  Professional  Advisory 
Staff  of  Sam  Snead,  Byron 
Nelson  and  Gary  Middlecoff, 
plus  exclusive  articles  by  Jack 
Nicklaus — four  of  golf's 
greatest  players. 


New  learning  techniques 

You'll  read  about  them  here  first. 
Byron  Nelson's  "Shape  Your 
Swing  the  Modern  Way,"  Carl 
Lohren's  "One  Move  to  Better 
Golf"  and  Bob  Toski's  "Touch 
System"  were  all  published  first 
in  the  pages  of  GOLF  DIGEST. 


Feature  articles 

about  the  pro  tour,  the  best  in 
new  equipment,  new  and 
exciting  golf  courses  you  can 
play,  the  latest  in  fachion  and 
much,  much  more 


At  GOLF  DIGEST,  we  don't  make 
oromises  we  can't  keep.  So  when  we 
ay  we  can  help  you  play  a  better 
game  of  golf,  we  kid  you  not! 

Our  secret?  In  a  word,  instruction. 
Mot  casual  golfing  "tips"  like  you  find 
n  newspapers  and  other  publications, 
3ut  carefully  thought  out  presentations 
hat  are  crystal  clear. 

Each  issue  of  GOLF  DIGEST  brings 
/ou    the    best    in    golfing    instruction 

I  available  anywhere.  Great  golfers  like 
Jack  Nicklaus,  Sam  Snead,  Byron 
Melson  and  Hale  Irwin  contribute  new 
deas  in  each  issue. 
Our  Professional  Teaching  Panel 
ind  Professional  Advisory  Staff  reveal 
heir  proven,  tested  techniques  that 
lave  been  developed  through  years 
pent  on  the  golf  course  and  on  the 
Dractice  and  lesson  tee — techniques 
hat  will  help  you  play  better  golf. 

In  recent  issues,  for  example.  Jack 
vJicklaus  advised  that  failure  to  com- 
lete  your  backswing  before  you  start 
Jown  is  a  certain  way  to  destroy  your 
wing's  rhythm  .  .  .  Bob  Toski  sug- 
gested using  a  lighter  grip  when  hold- 
ng  the  club  because  too  tight  a  grip 
;reates  tension  and  inhibits  a  free  and 
asy  swing  .  .  .  Byron  Nelcon  recom- 
nended  using  your  legs  to  produce 
risper  chips. 
But  we  don't  simply  throw  golfing 

Iiformation  at  you  with  a  cavalier  "lots 


about  your  game.  We're  experts  at 
helping  you  adapt  the  "secrets"  of 
golf's  greats  to  your  own  style  of  play. 
You'll  find  we  take  the  toughest,  most 
complicated  golf  concepts  and  turn 
them  into  easy-to-understand  "v^ord- 
picture"  instruction. 

Take  your  copy  of  GOLF  DIGEST 
out  to  the  practice  area  with  you  and 
you'll  discover  your  game  getting 
smoother,  your  drives  longer  and 
straighter  and  your  handicap  drop- 
ping. 

Of  course,  golf  isn't  all  work  and  no 
play.  You'll  get  the  whole  world  of  golf 
in  GOLF  DIGEST. 

You'll  read  about  what's  happening 
on  the  tournament  circuits.  You'll  meet 
the  top  pros  and  the  up-and-coming 
rookies.  You'll  be  able  to  plan  your 
golfing  vacations  with  GOLF  DIGEST'S 
features  about  challenging — and 
beautiful — courses  around  the  world. 
You'll  learn  of  all  the  latest  develop- 
ments on  the  golfing  scene — new 
equipment,  course  design,  country 
club  life.  You'll  keep  up  with  the  latest 
fashion  on  the  links.  You'll  follow  tele- 
vised tournaments  more  enjoyably 
with  our  semi-annual  tear-out  TV  golf- 
ing guide.  And  there  are  jokes,  anec- 
dotes, even  special  awards  programs 
for  all  golfers. 

In  short,  everything  that  makes  golf 
fun  is  covered  in  the  pages  of  GOLF 
DIGEST! 


Want  to  play  a  better  game  of  golf^ 
Just  fill  out  and  mail  the  attached  post- 
age-free card.  If  the  card  is  missing, 
use  the  coupon  below. 

Take  advantage  of  this  special  intro- 
ductory offer  of  11  issues  for  only 
$4.97.  You'll  save  $3.74  off  the  regular 
subscription  price  and  $6.53  off  the 
newsstand  price. 


GOLF  DIGEST 

1255  Portland  Place 
Boulder,  CO  80302 

YES,  send  me  1 1  issues  of 
GOLF  DIGEST  at  the  Sf.  ecial 
introductory  rate  of  just  $4.97— 
that's  a  savings  of  $3.74  off  the 
regular  subscription  price  and 
$6.53  off  the  newsstand  price. 
n  Payment  enclosed    D  B 


me 


Name 


Address 


City 


State 


Zip 


BONUS!  Enclose  payment  with 

your  order  and  you'll  receive  a 

free  copy  of  "Pocket  Tips,"  a 

handy  collection  of  tips  for 

special  shots  and  playing 

conditions.  5)23 


Money  And  Investments 


The  Street  Walker 


Warren  Buffett 
And  The  Private  Eye 


^f^g  e  had  the  pleasure  the  other  eve- 
ning of  spending  some  leisurely  hours 
with  a  group  of  25  brilhant,  high- 
ranking  French  financial  executives. 
We  found  them,  as  a  group,  rather 
gloomy  about  their  country's  future- 
prospects  are  increasing  for  a  socialist 
government  with  Communist  partici- 
pation (if  American  businessmen  are 
alarmed  by  liberal  Democratic  politi- 
cians, you  can  imagine  how  French 
businessmen  feel  about  card-carry- 
ing Communists).  We  asked  several 
of  the  group  what  they  thought  about 
the  French  stock  market,  which  this 
year  has  sagged  some  5%.  One  of  the 
executives  replied  delicately:  "Mon- 
sieur, I  would  buy  French  stocks  on 
strictly  economic  grounds,  but  it  is  a 
political  question."  (In  other  words, 
I  wouldn't  touch  'em.)  Added  one  of 
his  colleagues:  "When  one  invests, 
one  takes  a  capitalistic  point  of  view. 
Why  not  do  it  in  the  most  capitaUstic 
country— America?"  Think  that  one 
over,  you  gloom-and-doomers! 

Meanwhile^  Back  In  Omaha 

Warren  Buffett  is  a  living  legend 
on  Wall  Street— even  though  he  rare- 
ly appears  there.  From  an  ofiBce  in 
far-ofiF  Omaha,  Neb.  the  45-year-old 
Buffett  has  piled  up  a  spectacular  rec- 
ord. Between  1957  and  1969  his  in- 
vestment partnership  multiplied  its 
capital  thirtyfold.  And  then  he  quit. 
In  1969  he  put  most  of  his  money  into 
tax-exempts  and  into  companies  he 
controlled. 

Buffett  was  quiet  for  a  few  years, 
and  then  Forbes  interviewed  him  in 
the  fall  of  1974.  The  Dow  indus- 
trials were  at  580.  When  we  asked 
him  how  he  felt  about  the  stock  mar- 
ket then,  he  shot  back:  "Like  an  over- 
sexed guy  in  a  harem.  This  is  the  time 
to  start  investing."  At  580,  mind  you! 

With  a  record  like  that,  Buffett 
is  a  good  man  to  watch.  What  is  he 
doing  now?  Through  one  of  his  com- 
panies, Blue  Chip  Stamps,  he  has 
bought  into  Pinkerton's  Inc.,  the  guard 
and  investigation  company,  and  now 
holds  about  14%  of  Pinkerton's  stock. 
Why  Pinkerton's?  "We  like  well-man- 


aged companies  that  are  in  superb 
condition,"  says  BufiFett.  Pinkerton's 
has  no  debt,  $21  miUion  in  cash  and 
marketables  and  steady  earnings  gains. 
Pinkerton's  meets  another  one  of 
BufiFett 's  canny  requirements.  He  likes 
concept  stocks  (the  concept  here  is 
leadership  in  a  growing  industry) 
where  he  doesn't  have  to  pay  con- 
cept prices.  In  1972,  Pinkerton's  sold 
at  over  90—45  times  earnings.  Buffett 
bought  in  at  34—12  times  earnings. 
The  stock,  traded  over  the  counter, 
is  still  trading  near  that  price. 

Right  On  Target 

Talking  about  being  right,  Drexel 
Burnham  &  Co.'s  David  Healy  de- 
serves some  kind  of  a  medal.  Last 
summer,  when  the  DJI  was  below 
800  and  General  Motors  was  selling 
in  the  mid-40s,  this  very  smart  young 
(39)  auto  analyst  went  against  the 
consensus  and  predicted  a  10.5-mil- 
lion  to  11-million-car  year  when  most 
of  his  colleagues  were  saying  9.5  mil- 
lion. Healy  was  right  on  target. 

His  favorite  stock  last  summer  was 
General  Motors.  It's  up  a  gorgeous 
65%  in  a  market  that's  up  only  about 
25%.  Interestingly,  Healy  was  kind  of 
cool  on  American  Motors.  And  he 
was  right  there,  too.  American  Mo- 
tors hasn't  moved  from  where  it  was 
last  summer. 

Beautiful,  Dave.  What  do  you  see 
for  1977?  "I'm  assuming  a  4.5%  gain 
in  real  personal  disposable  income  in 
1977,"  he  replied,  "and  so,  the  indus- 
try should  sell  around  11.3  million 
units— another  nice  gain."  However, 
Healy  looks  for  only  small  gains  in 
earnings  next  year.  He  expects  Gen- 
eral Motors  to  earn  between  $9  and 
$10  this  year  and  maybe  $10  or  bet- 
ter next.  Ford,  $11  to  $12  this  year; 
$10.85  next  year.  Why  such  disap- 
pointing prospects  after  1976's  spec- 
tacular performance?  Chiefly  because 
a  5%  increase  in  sales  simply  doesn't 
have  anything  like  the  leverage  on 
earnings  a  26%  increase  does— espe- 
cially when  costs  continue  to  rise. 

Okay,  Dave.  So,  what  do  you  ad- 
vise now?  "The  stocks  are  still  cheap," 


he  said.  "They  aren't  even  back  to 
their  early  1973  highs,  and  there  is 
still  good  news  to  come  in  the  form 
of  earnings  gains  over  the  balance  of 
this  year."  Which  is  his  favorite  auto 
stock  right  now?  "Near  term.  Ford, 
going  from  a  deficit  last  year  to  be- 
tween $11  to  $12  in  1976.  The  stock 
is. still  cheap  at  $57." 

Gone  Bananas? 

By  and  large,  it  hasn't  been  a  doggy 
kind  of  market,  but  we  did  notice 
that  United  Brands,  a  canine  now 
these  many  years,  has  doubled  in  the 
past  few  months— from  5  to  10  on 
very  heavy  volume.  What's  up?  We 
asked  some  analysts,  but  most  of  them 
yawned  in  our  face:  They  don't  even 
follow  it.  However,  we  discovered  that 
some  very  big  investors  do  follow  the 
old  banana  company  and  have  been 
buying  heavily  UB's  common  and  pre- 
ferred stock.  They  include  Detroit  in- 
dustrialist Max  Fisher,  the  New  York- 
based  Milstein  brothers  and  Carl 
Lindner's  big  Cincinnati-based  finan- 
cial conglomerate,  American  Financial 
Corp.  American  Financial  now  owns 
some  20%  of  United's  12.4  million 
shares.  What  do  they  see  in  a  compa- 
ny that  has  made  hardly  any  money 
on  balance  in  the  past  half  decade 
and  that  drove  the  talented  Eli  Black 
to  jump  out  of  a  window?  The  buy- 
ers aren't  saying  much,  but  we  did 
find  a  major  seller:  He's  Lewis  Harder, 
chairman  of  International  Mining,  and 
he  told  us:  "Yes,  we  held  something 
like  800,000  shares  and  sold  them  in 
large  blocks  to  people  like  American 
Financial.  We  bought  them  at  an  av- 
erage price  of  $4  to  $5  last  year  when 
nobody  would  touch  them.  We  sold 
out  at  between  $10  to  $11." 

Any  idea  on  why  the  new  groups 
are  buying  in,  Lewis?  "There's  a  lot  of 
leverage  potential  in  this  company. 
They  have  $2  billion  in  sales,  largely 
in  bananas  and  meat— just  1%  on  that 
would  be  $2  a  share."  Good  luck, 
Fisher,  American  Financial  and  Mil- 
steins.  The  late  Eli  Black  had  similar 
ideas.  It's  hard  to  teach  an  old  dog 
new  tricks.  ■ 
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INVESTMENT  BONUS  PACKAGE  FEATURES  BUY  -  SELL  -  HOLD  ON  185  VITAL  STOCKS 

Put  Babsoris  on  your 
Investment  Team  for  the  next 
Two  Months  for  only  $5. 


Here  is  a  great  opportunity  to  check  your  own  investment 
strategy  with  Babson's  —  one  of  the  Country's  oldest  and 
largest  independent  investment  advisory  organizations. 
Every  Monday  morning  for  two  full  months  you  will  get  pro- 
fessional investment  advice  on  the  market  —  buy,  hold  and 
sell  advice  on  stocks  in  the  news  —  industries  on  the  move. 
All  for  only  $5.00  —  half  the  regular  fee. 

YOU  WILL  ALSO  GET  THESE  BONUSES 

BUY  ■  SELL  -  HOLD  ADVICE  ON: 
33  LOW-PRICED  STOCKS 


AM.  STERILIZER 
AVCO 

IBRUNSWICK 
CARRIER 
CHAMP.  SP.  PL. 
CLARK  OIL 
DELMARVA  P&  L 
FEDDERS 
FOREMOST-MC. 
(3EN.  CIGAR 
G.  P.  CEMENT 


GREYHOUND 
HOUDAILLE 
INSILCO 
LIBBY,  MCN. 
LUDLOW 
MONROE  A.E. 
NARCO  SC. 
POTOMAC  EL. 
QUESTOR 
RAMADA  INNS 
RTE  CORP. 


SANDERS  ASSOC. 

SCM 

SCOVILL 

SEARLE 

SKIL 

SUN  CHEM. 

THIOKOL 

20TH  CENT-FOX 

UNIROYAL 

WANG  LABS. 

WEATHERHEAD 


BUY  -  SELL  -  HOLD  ADVICE  ON 
100  MAJOR  STOCKS 


GM 

EXXON 

(^TAT 

ORD 
CHRYSLER 
3E 

EXACO 
MOBIL  OIL 
BM 

T&T 
3ULF  OIL 
STD.  OIL  CA. 
J.S.  STEEL 
VESTINGHOUSE 
STD.  OIL  IND. 
}U  PONT 
SEN.  TEL. 
CONT.  CAN      ^ 
SINGER 

PURINA 
■lONEYWELL 
^RMCO  STEEL 

J.  REYNOLDS 
NT.  PAPER 
A^EYERHAEUSER 
SUN  OIL 
3ENDIX 

georgia  pac. 
:hampion  int. 
olgate-palm. 
american  can 

RW 
LLCOA 


SHELL  OIL 

GOODYEAR 

RCA 

CONT.  OIL 

INT.  HARVESTER 

LTV 

BETH.  STEEL 

KODAK 

AT.  RICHFIELD 

ESMARK 

U.  CARBIDE 

TENNECO 

P&G 

KRAFTCO 

GREYHOUND 

BOEING 

CATERPILLAR 

COCA-COLA 

NAT.  STEEL 

BURL.  IND. 

UNIROYAL 

REP.  STEEL 

UNITED  BRANDS 

ASHLAND  OIL 

CITIES  SERVICE 

GULF  &  WESTERN 

AMERADA  HESS 

CPC  INT. 

AM.  BRANDS 

TEXTRON 

OWENS-ILL. 

INLAND  STEEL 

NCR 

AM.  HOME  PROD. 


ROCKWELL 

OCCIDENTAL  PET. 

FIRESTONE 

DOW  - 

McDONNELL-DOUG. 

PHILLIPS  PET. 

XEROX 

W.  R.  GRACE 

BEATRICE  FOODS 

LOCKHEED 

MONSANTO 

GEN.  FOODS 

LITTON 

BORDEN 

U.  OIL  CAL. 

3M 

SEARS 

AMC 

GOODRICH 

FMC 

SIGNAL  CO. 

PHILIP  MORRIS 

PEPSICO 

WARNER-LAMBERT 

ALLIED  CHEM. 

GEN.  DYNAMICS 

WHIRLPOOL 

U.S.  IND. 

JOHNSON  &  JOHN. 

CELANESE 

FED.  DEPT.  ST. 

RAPID  AM. 

UAL 

PENN.  CENTRAL 


■  30  DEPRESSED  STOCKS 

We  believe  some  of  the  best  opportunities  today  may  be 
among  these  depressed  issues.  All  are  well  known  stocks 
down  substantially  from  their  highs  of  the  last  5  years. 


ADDRESS-MULTI. 
AM.  AIRLINES 
AVON  PROD . 
BELL  &  HOWELL 
BOISE  CASCADE 
CHASE  MAN. 
CHRYSLER 
DR.  PEPPER 
GILLETTE 
HELLER  (W.E.) 


HOUGHTON  MIFF 
HOUSTON  L.&  P. 
HOWARD  JOHNSON 
JOHNS-MANVILLE 
LIGGETT  &  MYERS 
McDONNELL-DOUG. 
PENNEY 
POLAROID 
RIVIANA  FOODS 
SEARS 


SIMPLICITY  PAT. 
SOUTHERN  CO. 
SUN  OIL 
TEXAS  OIL  &  G. 
TRAVELERS 
UPJOHN 

WESTERN  UNION 
WESTINGHOUSE 
XEROX 
ZENITH 


We  don't  rate  all  as  buys  by  any  means.  But  we  believe 
several  can  be  bought  now  for  their  recovery  prospects.  As 
a  Bonus  with  your  trial  subscription  you  will  receive  Buy  — 
Sell  —  Hold  advice  on  all  these  Depressed  Stocks. 

■  BABSONS  CURRENT  ADVICE 


ON  25  UTILITIES 


AM.  EL.  PWR. 
ARIZ.  P.  SERV. 
ATL.  CITY  EL. 
CAROLINA  E.  &  L. 
CENT.  LA.  EL. 
CENT.  &  SW . 
CITIZENS  U. 
COLO.  &  SO.  O. 


DUQUESNE  LT. 
FLA.  POWER 
FLA.  PWR.  ft  LT. 
GEN.  PUBLIC  U. 
HOUSTON  L.  ft  P. 
IDAHO  POWER 
INDIANAP.  P.  ft  L. 
KY.  UTILITIES 
LONG  ISL.  LTG. 


N.E.  GAS  ft  EL. 
NIAGARA  MOHAWK 
NO.  STATES  PWR. 
OHIO  ED. 
ORANGE  ft  ROCK 
PHILA.  ELEC. 
SOUTHERN  CO. 
TEXAS  UTIL. 


Whether  you  are  an  experienced  investor,  or  just  starting, 
retired,  planning  to  retire,  or  in  years  of  maximum  earning 
power  —  we  believe  the  Investment  and  Barometer  Letter 
can  become  one  of  your  most  important  sources  of  com- 
petent, unbiased,  investment  advice. 

You  will  get  straight-forward,  carefully  considered  invest- 
ment advice,  unhedged,  unbiased,  sometimes  unpopular  — 
but  always  with  the  facts  as  we  know  them.  Our  judgments 
and  opinions,  the  very  best  we  are  capable  of,  will  be  yours 
as  a  trial  subscriber. 

GUARANTEE  —  We  sincerely  believe  you  will  be  pleased 
with  your  trial  subscription.  However,  if  at  any  time  you  are 
not  entirely  satisfied,  we  will,  at  your  request,  send  you  a 
full  refund  by  return  mail  —  fair  enough? 
Start  your  2-month  trial  subscription  today.  Simply  mail  this 
coupon  —  all  reports  sent  by  Ist-class  mail. 


-Kgpj^  babson's  reports  inc.- 

Wellesley  Hills,  Mass.  02181 

FOUNDED  IN  1904  BY  ROGER  W    BABSON 

Please  send  my  2-month  trial  PLUS  BONUSES.    $5  enclosed 
Name 


Street  &  No. 


City 


State 


Subscription  will  not  be  assigned. 


Zip 


Dept.  FB-3 
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Money  And  Investments 


Market  Trends 


When  To  Sell-And  What 


By  Peter  G.  Banzhaf 


N 


lothing  makes  a  client  angrier 
and  less  forgiving  than  talking  him 
into  selling  a  stock  (and  paying  a 
tax  on  the  gain)  if  the  stock  then 
proceeds  to  go  up  and  up  and  up. 
We  have  seen  happy,  reasonable  peo- 
ple almost  weep  with  rage  and  frus- 
tration under  such  circumstances. 

Some  brokers  fall  in  love  with  a 
company  and  are  imable  to  be  even 
vaguely  objective  about  its  real  pros- 
pects. The  same  thing  can  happen  to 
an  analyst,  with  an  added  problem. 
When  he  observes  disturbing  changes 
at  a  company  he  follows,  he  may  be 
loath  to  put  his  thoughts  on  paper  out 
of  the  fear— often  justified— that  the 
management  will  never  let  him  in  the 
door  again.  At  such  times,  he  will 
switch  his  recommendation  from  buy 
to  hold.  Watch  those  hold  recom- 
mendations. They  don't  always  mean 
sell,  but  some  of  them  do. 

Twice  Right 

Finally,  when  a  stock  is  sold,  the 
proceeds  are  generally  reinvested  in 
another  common  stock.  The  broker 
must  be  right  twice:  once  on  the 
sell  and  again  on  the  buy  side. 

Communication  remains  the  essen- 
tial ingredient  in  the  client/ broker  re- 
lationship. Ask  questions  about  your 
stocks;  wonder  aloud  whether  it's 
time  to  sell;  be  willing  to  take  some 
losses,  some  gains  and  some  break- 
evens. That  will  make  him  less  reluc- 
tant to  advise  you  to  make  a  switch. 

So  much  for  the  apologia.  Let's  talk 
about  selling  and  what  to  sell.  The 
selling  investor  is  making  a  decision 
that  involves  alternatives.  His  money 
will  usually  remain  part  of  his  overall 
investment  picture,  and  more  often 
than  not  that  means  buying  another 
common  stock. 

Mr.    Banzhaf    is    a    vice    president   with    Robert   W. 
Baird  &  Co.  Inc.,  Milwaultee,  Wis. 


During  a  bull  market,  he  must  con- 
front the  real  possibility  that  the 
shares  he  sells  will  later  rise.  Today, 
in  the  midst  of  what  may  turn  out  to 
be  a  market  of  truly  voluptuous  pro- 
portions, he  must  consider  that  care- 
fully. The  longer  view,  however, 
should  apply  not  only  in  buying  but  in 
selling.  And  the  question  really  is, 
where  do  you  want  to  be,  not  now, 
but  four  or  five  years  from  now? 

So  what  stocks  or  groups  of  stocks 
that  you  own  aren't  attractive  as  long- 
term  holdings?  And  why  are  you 
holding  them?  That  is  sometimes  a 
hard  question  to  answer. 

For  the  balance  of  the  1970s,  the 
investor  should  be  attempting  to  par- 
ticipate in  profit  gains  that  will  stem 
from  something  other  than  product 
price  rises.  Real,  noncyclical  progress 
should  be  the  target. 

This  makes  one  wonder,  almost  im- 
mediately, about  the  fire-&-casualty 
stocks.  While  that  industry  seems  to 
have  shown  improvement  on  a  cur- 
rent basis,  dropping  bad  risks  and 
raising  rates  everywhere  it  can,  where 
is  the  industry  going  in  the  years 
ahead?  What  new  product  forms, 
what  new  developments  are  there 
ahead  that  will  compensate  the  inves- 
tor for  his  risk?  We  suggest  eliminat- 
ing Aetna  Life  ir  Casualty,  CNA, 
INA,  Travelers  and  USF<bG.  None 
of  these  companies  has  been  able  in 
the  past  to  avoid  the  cycle  of  disasters 
that  has  plagued  the  industry. 

Violent  Price  Swings 

And  what  about  the  fertilizer  in- 
dustry? After  several  years  of  explo- 
sive growth  accompanied  by  sharply 
higher  prices,  the  pipelines  filled  and 
the  farmers  declined,  ever  so  politely, 
to  pay  up.  While  the  companies  arc 
prosperous  and  the  price/ earnings 
ratios  reasonable,  earnings  may  find 
themselves  in  a  mild  downtrend  for 
.several  years.  Remembering  that  these 
shares  have  a  history  of  violent  price 
swings,  we  regard  them  as  fully 
priced.  As  examples,  we  cite:  Bcker 
Industries,   International   Minerals   <b- 


Chemical  and  Terra  Chemicals. 

Next  we  are  moved  to  ask  how 
many  multiples  of  earnings  the  world 
will  be  willing  to  pay  for  the  airlines, 
even  with  a  strong  economic  recovery 
and  some  price  increases.  These  earn- 
ings are  as  cyclical  as  anything  we 
can  think  of.  The  industry  is  over- 
regulated  (but  fears  deregulation), 
and  there  is  no  new  major  technologi- 
cal breakthrough  ahead.  So  where 
will  the  quantum  earnings  jump  come 
from?  Nowhere,  we  suspect,  which 
should  make  the  shares  yield-sensi- 
tive, with  little  in  the  way  of  divi- 
dends. As  the  economy  improves,  they 
will  probably  move  higher,  but  at  the 
first  chance  we  would  offer  American 
Airlines,  Eastern,  TWA  and  Conti- 
nental to  an  imprudent  bidder. 

Sell  Modest  Growth 

On  the  growth  stocks— everybody  is 
still  talking  about  the  basic  industry 
stocks,  and  many  of  the  premier 
growth  stocks  haven't  had  much 
sponsorship.  We  don't  feel  this  ap- 
proach has  much  permanent  merit. 
We  are,  in  fact,  buyers  of  Eastman 
Kodak,  IBM,  PepsiCo,  Philip  Morris. 
But  there  are  some  growth  issues 
whose  invulnerability  we  question. 
For  an  example  of  heretical  thought, 
how  about  selling  Procter  b-  Gamble? 
A  great  company,  to  be  sure.  Out- 
standing and  proven  management. 
But  an  8%  annual  growth  factor  seems 
to  have  become  the  rule  rather  than 
the  exception,  and  that  makes  P&Q 
a  modest  growth  company  trading  at 
a  premium  price. 

So  there  are  some  ideas  lor  selling. 
Since  we  believe  the  market  is  headed 
higher,  we  urge  caution.  But  on  a 
long-term  basis  the  investor  should 
position  himself  well  ahead  of  time. 
Try  to  determine  where  you  want  to 
be  for  the  next  half  decade. 

If  you  and  your  broker  can't  agree 
on  a  strategy— one  that  includes  sell 
recommendations— get  another  broker. 
Selling  may  not  be  as  easy  as  buying, 
but  it  is  perhaps  the  most  important 
part  of  the  game.   ■ 
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Trends  &Tangents 


(Continued  from  page  12) 

St  For  The  Sport? 

OfF-track  bettors  in  New  York 
ite  have  developed  an  unusual 
relessness  about  cashing  in  their 
nning  tickets,  reports  the  New 
rk  State  Racing  &  Wagering  Board, 
me  $4  million  worth  of  OTB  win- 
ig  tickets  go  unclaimed  yearly, 
out  four  times  the  total  of  un- 
f;hed  on-track  tickets.  The  un- 
limed  money  goes  to  the  state— 
jiich  last  year  approved  plans  to 
sn  up  nearly  50  new  shops  for  off- 
ck  horseplayers. 

iger  Counting 

Uranium  exploration  and  drilling 
)uld  at  least  double  in  order  to  sup- 
U.S.  power  companies  with 
jugh  nuclear  fuel,  industry  and 
/ernment  experts  say.  While  our 
rent  reserves  will  probably  be  ade- 
ate  through  1985,  much  more  will 
needed  later  in  the  century,  with 
reasing  dependence  on  nuclear  en- 
;y.  In  fact,  requirements  for  the 
it  decade  alone  could  reach  al- 
st  as  high  as  total  production  over 
last  30  years-275,000  tons  of 
nium  concentrate.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
^eeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
his  form  and  return  it  with  a  recent 
nailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
jn  this  form  and  check  the  sub- 
cription  you  prefer.  Q 1  year  $15.00 
U  3  years  $30.00  (the  equivalent  of 
)ne  year  free). 

an-American  and  Caribbean  orders, 
dd  $4  a  year;  other  foreign,  add  $9 
year. 

lubscription  Service  Manager, 
ORBES,  60  Fifth  Avenue, 
ilcw  York,  N.Y.  10011 


ATTACrt  PRESENT 
MAILING  LABEL  HERE 
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(please  print) 

^ew  Address: 

Jty 

tate 

Zip 

F-4826 
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JUNE 

1, 

1976 

Receive 
12  weeks  of 
Value  Line 
for  $29. 

If  no  member  of  your 
household  has  had  a 
subscription  to  Value  Line 
in  the  past  two  years 
you  may . . . 

get  this  1800-page 
Investors  Reference  Service  ( 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 


ILLUSTRATED! 
ABOVE     / 


For  only  $29,  approximately  one-half 
the  regular  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in 
the  next  12  weeks  on  the  more  than 
1600  stocks  and  75  industries 
regularly  monitored  by  The  Value 
Line  Investment  Survey. 

These  new  reports  will  update  and 
replace  reports  already  filed  and  in- 
dexed in  the  Investors  Reference  Ser- 
vice binders  which  you  will  have 
received  as  a  bonus.  Filing  takes  less 
than  a  minute  a  week. 

This  special  introductory  trial  is 
of/ered  to  new  subscribers  only 
because  a  large  percentage  of  those 
who  once  try  Value  Line  for  12  weeks 
elect  to  continue  as  full-term  sub- 
scribers at  standard  rates. 

The  increase  in  circulation  thus 
effected  enables  us  to  provide  a  com- 
prehensive investment  survey  to  ex- 


isting subscribers  at  a  much  lower  fee 
than  would  be  required  with  a  smaller 
circulation. 

You'll  find  it  convenient  to  have  the 
Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts 
and  figures,  as  well  as  Value  Line's 
projected  performance  ratings  on 
more  than  1600  widely-held  stocks  in 
75  industries. 

You'll  also  get  analyses  and  forecasts 
of  the  national  economy  and  the 
stock  market .  .  .  guidance  on  current 
investment  policy  .  .  .  plus  Value 
Line's  "Especially  Recommended 
Stock  of  the  Week." 

To  take  advantage  of  this  special  in- 
troductory offer  and  to  receive  the 
Investors  Reference  Service  as  a 
bonus  in  addition  and  without  extra 
charge,  simply  fill  in  and  mail  the 
coupon  below. 


iHk 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44TH  ST.,  NEW  YORK,  N.Y.  10017 


D  Begin  my  special  12-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  Investors 
Reference  Service  and  the  booklet 
"Investing  in  Common  Stocks"  as  a 
bonus.  My  check  or  money  order  for  $29  is 
enclosed.  (Trial  subscriptions  must  be  accom- 
panied by  payment.) 

D  I  prefer  one  year  (52  weeks)  of  Value  Line, 
plus  the  bonus,  Investors  Reference  Service 
and  the  booklet,  "Investing  in  Common 
Stocks"  for  $248.  (There  are  no  restrictions 
with  this  offer.) 
D  Payment  enclosed     D  Bill  me  for  $248 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may 

return  the  material  within  30  days  fora  full  refund 

of  the  fee  I  have  paid. 


416G01 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY 


STATE 


ZIP 


Not  assignable  without  subscriber's  consent. 
Foreign  rates  on  request.  Subscription  fees  are 
fully  tax-deductible.  (NY  residents  add  applicable 
sales  tax.) 
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Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

Pipe  Line  Company 

Quarterly  Dividend 
52y2'*  per  Common  Share 


Payable  June  15,  1976 
Record  May  14,  1976 
Declared  April  28,  1976 

Cyril  J.  Smith 
Secretary 


Houston,  Texas 


phoips 
daduB 

163rd   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Boord  of  li\rec\oTs  of 
Phelps  Dodge  Corporafion  has 
declared  a  quarterly  dividend 
of  55^  per  share  on  its  capital 
stock  payable  June  10,  1976 
to  stockholders  of  record  at  the 
close  of  business  on  May  21, 
1976. 

ROGER   C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 
May  4,  1976 
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Readers  Say 


AUTHORS  WANTED  BY 
NEW  YORK  PUBLISHER 

Leading  book  publisher  seeks  manuscripts  of  all 
types:  fiction,  non-fiction,  poetry,  scholarly  and 
juvenile  works,  etc.  New  authors  welcomed.  For 
complete  information,  send  for  free  booklet  W-61 
Vantage  Press,   516  W.  34  St.,  New  York  10001 


(Continued  from  page  9) 

Keep  Amtrak 

Sir:  Re  your  "Wasted  $Billions" 
editorial  ( Fact  ir  Comment,  May  1 ) . 
Recent  studies  show  that  Amtrak  car- 
ries about  19%  of  all  publicly  trans- 
ported passengers  between  those 
cities  it  serves.  Amtrak's  current  sub- 
sidy of  $350  million  is  small  change 
next  to  the  nearly  $23  billion  spent 
on  maintenance  of  streets  and  high- 
ways each  year.  Ridership  gains  on 
Amtrak  since  it  began  show  that 
while  "plane,  car  and  bus  are  the  way 
people  go,"  it  is  only  when  they  have 
no  choice. 

—James  W.  Hofmeister 
Houston,  Tex. 

Sir:  The  benefits  of  rail  travel  are 
energy  conservation,  minimal  impact 
on  the  environment,  comfortable 
transit  and,  in  many  cases,  saving  time 
—advantages  enjoyed  by  all  [other  in- 
dustrial countries].  Fortunately  my 
subscription  expires  soon. 

— A.E.  Harrison 
Locust  Valley,  N.Y. 

Sir:  How  ironical— a  man  who  de- 
lights in  crossing  the  continent  in  a 
balloon  can't  imderstand  why  18  mil- 
lion others  prefer  to  do  it  in  a  train. 
Amtrak  should  be  accepted  as  a  nec- 
essary pubUc  service,  [rather  than]  as 
a  profit-making  venture. 

—Donald  W.  Moore 
Washington,  111. 

Supporting  Sadat 

Sir:  You  are  right  about  the  per- 
sonal risk  Sadat  is  taking  by  his  vocal 
opposition  to  the  Soviets  and  the  left- 
ists (Fact  6-  Comment,  Apr.  15).  If 
he  does  not  survive,  let  us  hope  it  is 
not  due  to  lack  of  support  from 
Washington. 

— T.M.  Othman 
Arlington  Heights,  111. 

Normal  Fee 

Sir:  Re  your  article  "Sharing  The 
Wealth"  ( May  1 )  concerning  the  con- 
version of  mutual  savings  and  loan 
associations  to  stock  associations. 
Loeb,  Rhoades  did  not  go  ".  .  .  away 
with  a  fee  of  $300,000."  Our  fee  was 
$50,000.  Your  .  $300,000  figure  was 
arrived  at  by  adding  to  the  amount 
of  our  fee  the  gross  underwriting 
spread,  $248,555.  The  21  undeiAvrit- 
ers  shared  that  spread  in  the  same 
manner  as  it  is  shared  among  under- 
writers in  any  ofl^ering. 

—Sherman  R.  Lewis  Jr. 

Partner, 

Loeb,  Rhoades  &  Co. 

New  York,  N.Y. 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  12 

A  regular  quarterly  dividend  of  41' 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natural 
Resources,  Inc.,  payable  June  14,  1976 
to  stockholders  of  record  at  the  close  of 
business  on  May  28, 1976. 

RONALD  t.KUEMN  |R 
Secretary 
Dated:  April  30, 1976 


WE  WANT  TO 
WIPE  OUT 
CANCB^ 
IN  YOUR 
LIFETIME 

AMERICAN  CANCER  SOCIETY 
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T.  ROWE  PRICE 

GROWTH  STOCK 

FUND,  IMC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,   Inc. 

100  East  Pratt  Street,  Dept.  A6 

Baltimore,  Md.  2)202  Phone:   (301)  547-2136 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  ^/4  to  V^  higher. 

OVER  6,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66fh  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Nome 

1    Address Zip 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

ACCRUED  EQUITIES,  Inc.     (smce  1954) 

Write  F.  A.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)  MO  1-3595 
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-pi  I    .  on  the 

I  noughts  . . .  Business  of  Life 


Increased  means  and 
increased  leisure  are  the 
two  civilizers  of  man, 
Benjamin  Disraeli 


Our  cares  are  the  mothers  not  only 
of  our  charities  and  virtues,  but 
of  our  best  joys,  and  most  cheering 
and  enduring  pleasures. 
William  Simms 


Those  who  do  not  find  time 
for  exercise  will  have 
to  find  time  for  illness. 
Earl  of  Derby 


Pleasure  is  the  most 
real  good  in  this  life. 
Frederick  the  great 


I  have  warmed  both  my  hands 
before  the  fire  of  life. 
Walter  Savage  Landor 


Nothing  is  rarer  than  true 

good  nature;  they  who  are  reputed 

to  have  it  are  generally 

only  pliant  or  weak. 

La  Rochefoucauld 


Some  people  are  commended  for  a 
giddy  kind  of  good  humor,  which  is 
no  more  a  virtue  than  drunkenness. 
Richard  Steele 


Care's  an  enemy  to  life. 
Shakespeare 


Good  sense  and  good  nature  are 
never  separated;  and  good  nature 
is  the  product  of  right  reason. 
John  Dryden 


True  humor  springs  not  more  from 
the  head  than  from  the  heart. 
Thomas  Carlyle 


Every  man  carrying  heavy 

responsibilities  should  take 

a  genuine  vacation,  throw  off 

the  cares  of  daily  tasks 

at  least  once  a  year— better  still, 

twice— and  leave  all  business  cares 

behind.  The  men  at  the  top 

who  enjoy  life  most  are  those 

who  have  remained  boys  at  heart, 

who  have  cultivated  a  sense 

of  humor,  who  have  learned 

to  like  people  and  to  get  along 

harmoniously,  pleasantly,  with  them. 

B.C.  Forbes 


Life  is  long  to  the  miserable, 
but  short  to  the  happy. 
PuBLiLius  Syrus 


Good  nature  is  more  agreeable 
in  conversation  than  wit, 
and  gives  a  certain  air  to 
the  countenance  which  is 
more  amiable  than  beauty. 
Joseph  Addison 


Good  nature  is  often 
a  mere  matter  of  health. 
Henry  Ward  Beecher 


Civilization  will  be  saved, 

not  by  democracy,  not  by  idealism, 

not  by  the  United  Nations, 

but  by  a  sense  of  humor. 

William  Feather 


He  was  born  with  the  gift 
of  laughter  and  a  sense  that 
the  world  was  mad. 
Rafael  Sabatini 


Life's  more  amusing  than  we  thought. 
Andrew  Lang 


Half  the  world  wants  to  be 
like  Thoreau  worrying  about  the 
noise  of  traffic  on  the  way  up 
to  Boston;  the  other  half  use  up 
their  lives  being  part  of  that 
noise.  I  like  the  second  half. 
Franz  Kline 


The  great  source  of 
pleasure  is  variety. 
Samuel  Johnson 


Taking  fun  as  simply  fun 
and  earnestness  in  earnest 
shows  how  thoroughly  thou  none 
of  the  two  discernest. 
Piet  Hein 


Variety  is  the  very  spice  of  life, 
that  gives  it  all  its  flavor. 
William  Cowper 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
S74-page  book  at  $9.95.  Also  Fact 
and  Comment— t/ie  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York.  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


A  Text .  . 


Sent  in  by  Oliver  Smith,  Decatur,  Ga. 
What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Busineaa  of 
Life  is  presented  to  senders  of  texts  used. 


Behold,  I  will  do  a  new  thing; 
now  it  shall  .spring  forth; 
shall  ye  not  know  it? 
Isaiah  43: 19 
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International  Paper 

There's  More  Than  Trees 
In  A  Forest 
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No  bowl  can  be  filled  until 
the  food  is  at  hand. 


To  keep  your  family  and  the  world's  families  fed,  two  things  are  required. 
Someone  must  produce  food.  Someone  must  process  it. 

FMC  is  involved  with  both  needs.  Agriculturists  in  more  than  50  nations 
are  improving  food  production  with  the  aid  of  FMC's  technical  counsel,  its 
pesticides,  mechanical  cultivators,  sprayers,  and  harvesters. 

Processors  are  achieving  better  utilization  of  both  fresh  and  preserved 
foods  with  FMC  engineered  systems  which  automatically  perform  critical 
operations  all  the  way  from  washing  and  sorting  to  juicing,  peeling,  pitting, 
canning,  cooking,  packaging,  and  labeling. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  food  and  agricultural 
machinery  transportation  equipment,  petroleum  and  fluid  control  equipment, 
industrial  and  agricultural  chemicals.  FMC  Corporation,  200  East  Randolph 
Drive,  Chicago  60601. 


«FMC 


The  view  from  the  SX-70. 


When  you  look  through  the  viewfinder,  you  look  right  through  the  lens  so  you  can  focus  and  frame  your  picture  precisely. 

10.4  inches  to  infinity. 


With  the  deluxe  SX-70  Land 
camera,  you  view  and  focus 
directly  through  the  picture- 
taking  lens. 

This  is  a  "single-lens  reflex" 
system. The  image  is  passed 
through  the  lens  and  reflected 
up  to  the  viewfinder  by  a  system 
of  mirrors. The  picture  you  see 
will  be  the  picture  you  get.  (And 
this  is  the  (Sn\y  folding  single- 
lens  reflex  camera  in  the  world.) 

With  this  camera's  unique 
^-element  lens,  you  can  actually 
take  pictures  from  as  close  as 
10.4  inches,  closer  than  almost 
any  other  camera  without  a 
special  lens. 

Or  a  head-and-shoulders 
portrait  from  2  feet  away.  (Also 
not  possible  with  most  other 

C 1976  Polaroid  Corporation. 


cameras.)  Or  the  towers  of  a 
city  miles  away. 

The  SX-70  is  almost 
completely  automated,  a  motor- 
driven  camera  that  runs  on  a 
flat,  specially-designed  6-volt 
battery  built  into  every  film 
pack.  (Fresh  power  every  time 
you  load.)  It  takes  the  picture 
and  hands  it  to  you. 

All  exposures  are  set 
automatically,  flash,  natural 
light,  or  time  exposures  up  to 
14  seconds. 

The  photograph  comes  out 
hard,  flat  and  dry.  There  is 
nothing  to  time,  nothing  to  peel, 
nothing  to  throw  away.  You  just 
watch  the  color  and  detail 
develop. 

And  the  deluxe  SX-70  folds 


down  to  a  compact  1"  x  7"x  4"  for 
easy  carrying  in  a  leather  and 
velvety  chrome-finished  body. 

This  is  the  most  revolutionary 
camera  that  Polaroid  has  ever 
made,  and  it  was  designed 
for  just  one  purpose.  To  free 
you  to  think  about  the  picture 
in  your  mind  instead 
of  the  camera  in  your  hand. 


Polaroid 


"Polaroid"  and  "SX-70"* 
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Are  you  having  problems 
getting  on  your  big  computer? 


There's  only  so  much  room  on  even  the 
biggest  computers. 

And  once  your  company's  computer  has  a 
full  load,  there's  no  way  you're  going  to  get  your 
applications  on  it  until  somebody  else  gets  off. 

So  you  can't  do  your  job  as  well  as  it 
ought  to  be  done.  And  you  may  be  forced  to 
miss  some  business  opportunities  you  really 
can't  afford  to  miss. 

Which  is  why  you  should  get  a  computer  of 
your  own.  A  computer  you  can  dedicate  to  your 
jobs  and  your  jobs  only.  A  computer  that  can 
communicate  with  all  your  big  computer's  re- 
sources and  data. 

A  Data  General  ECLIPSE  C/300. 

The  C/300  costs  less  than  any  big  computer. 
And  a  lot  less  than  any  number  of  missed  op- 
portunities. 

And  the  C/300  has  a  highly  flexible  way  to 
store  and  access  data:  A  comprehensive  data 
management  system  called  INFOS. 

Plus  an  incredibly  easy-to-use  COBOL  that's 
compatible  with  your  computer.  Because  it's 
up  to  big  computer  COBOL  standards. 

Other  C/300  software  is  just  as  compatible. 
So  you  can  use  the  same  RPG  II,  FORTRAN  and 
communications  protocols  on  both  computers. 
And  you  can  pass  data  tapes  between  the  two 
of  them  anytime  you  want.  Without  your  data 
processing  people  having  to  learn  new  lan- 
guages and  procedures. 

And  because  the  C/300  uses  our  Real-time 
Disc  Operating  System,  it  gives  you  up-to-date 
information  anytime  you  want  it,  any  way  you 
want  it. 

Write  for  more  information. 

There's  nothing  like  a  computer  you  can 
call  your  own. 


Clip  your  business  card  here  and 
send  to  Data  General,  Department  I'l , 

Southboro,  Mass.  01772. 
It's  a  lot  faster  than  filling  out  a  coupon. 


DataGeneral 

ECLIPSE  IS  a  registered  trademark  of  Data  General  Corp.  INFOS  is  a  trademark  of  Data  General  Corp. 

l»Data  General,  Route  9,  Southboro.  Mass.  01772  (617)  485-9100.  Data  General  (Canada)  Ltd.,  Ontario. 
Data  General  Europe,  15  Rue  Le  Sueur,  Paris  751 16,  France,  Data  General  Australia,  Melbourne  (03)  82-1361 
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Bear  With  Us 

Three  months  ago,  when  the  Dow  industrials  were  bumping  1000  and  the 
bulls  were  loose  in  the  china  shop,  Forbes  interviewed  three  bears  (Money 
Men,  Mar.  15).  At  a  time  when  most  analysts  were  optimistic,  we  dug  up 
these  three  chaps  who  thought  the  market  was  in  for  a  good-sized  setback. 
It  was  a  bit  of  good  timing  for  us,  because  that  turned  out  to  be  close  to  the 
top  of  the  1976  bull  market  so  far:  The  Dow  industrial  average  is  now 
about  30  points  lower  than  in  March.  And  so,  just  before  this  issue  went 
to  press,  we  went  back  to  the  three  bears  and  asked  them:  "Is  the  worst 
over?  Is  this  the  time  to  buy?" 

"The  correction  isn't  over  yet,"  said  John  A.  Mendelson,  technician  at 
White,  Weld  &  Co.  "I  still  feel  the  market  will  wind  up  in  the  900  area." 
(It  was  975  when  he  said  that.)  Market  letter  writer  Martin  Zweig  said:  "If 
you  press  me  to  put  a  number  on  the  correction,  I  would  have  to  say  it 
could  carry  to  the  850-900  level."  The  third  bear,  Milwaukee  Co.'s  Ronald 
SadoflF,  was  a  bit  grumpy  when  we  reached  him  (perhaps  because  we  in- 
terrupted his  vacation).  After  fencing  a  bit,  Sadoff  allowed  that  he  hadn't 
fundamentally  changed  his  position  since  March  when  he  said  there  was  a 
high  likelihood  that  the  stock  market  is  in  for  a  major  collapse. 

It  remains  to  be  seen  whether  the  three  bears  will  be  as  right  in  June 
as  they  were  in  March,  but  one  thing  is  absolutely  certain:  They  have  a 
good  deal  more  company  now  than  they  did  then. 


Investors  who  bought  New  York  City  notes  or  bonds  of  the  Penn  Central 
system  have  learned  the  hard  way  that  legal  contracts  are  not  necessarily 
enforceable— especially  if  they  happen  to  conflict  with  what  is  politically 
convenient.  If  this  tendency  continues,  our  free  enterprise  system  could  be 
in  serious  jeopardy.  That's  the  gist  of  Senior  Editor  GeoflFrey  Smith's  inter- 
view with  a  pair  of  University  of  Rochester  academicians  (p.  51).  The 
message  is  that  those  who  demand  that  Penn  Central  trackage  be  used  for 
the  public's  benefit,  in  disregard  of  the  creditors'  rights,  are  pushing  us  to- 
ward socialism,  even  if  that  is  not  their  intent. 

On  page  32,  Associate  Editor  William  Reddig  describes  Wamaco's  prob- 
lems with  fashion  on  the  one  hand  and  with  taxes  on  the  other.  Wamaco's 
tax  problems  relate  directly  to  this  question  of  contracts  and  property  rights. 
Wamaco  was  a  pioneer  in  investing  in  Puerto  Rico  under  Operation  Boot- 
strap—a tax  holiday  that  attracted  $4.5  billion  and  tens  of  thousands  of 
jobs  to  the  island.  One  of  the  attractions  of  Bootstrap  was  that  profits  were 
free  from  both  federal  and  Puerto  Rican  income  tax.  But  now  the  Puerto 
Rican  legislature  is  seeking  to  slap  a  10%  tax  on  all  accumulated  Bootstrap 
profits  on  repatriation;  in  short,  it  is  unilaterally  threatening  to  modify  its 
contracts  with  the  private  investors.  Puerto  Rico,  Penn  Central,  New  York 
City.  Varied  examples  of  an  ominous  trend. 


If  you  ever  watch  late-night  TV,  you  must  have  wondered  who  buys  all 
those  phonograph  records  of  the  Fifties  and  Sixties  whose  commercials 
crowd  the  screen.  The  answer  seems  to  be:  hundreds  of  thousands  of  peo- 
ple—and not  just  middle-aged  ones.  We  took  an  informal  poll  here  at 
Forbes  and  found  quite  a  number  of  fans  for  nostalgia  music.  ("It  reminds 
me  of  my  high  school  necking  days,"  said  one  staff  member,  not  yet  30,  who 
was  attracted  by  a  Johnny  Mathis  record. )  Our  article  on  "direct-response" 
record  advertising  was  done  by  Staff  Writer  Subrata  Chakravarty,  who  man- 
aged to  promote  himself  a  Connie  Francis  album.  Says  Chakravarty:  "It  takes 
me  back  to  my  boarding  school  days  in  India  in  the  early  Sixties,  when  I 
would  sneak  out  of  bed  at  midnight  to  hear  Radio  Ceylon— the  nearest  com- 
mercial station— play  the  Top  20  hits  of  the  week." 

Nostalgia!  It's  not  just  for  the  old  and  the  aging  these  days.  Far  from 
it.  Whether  for  antiques  or  for  yesteryear's  singers,  nostalgia  is  a  major 
industry  these  days.   ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


4,500,000  Shares 

Continental  Oil  Company 


Common  Stock 

($5  par  value) 


Price  $34¥8  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORA  TION  MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

BACHE  HALSEY  STUART  INC.     BLYTH  EASTMAN  DILLON  &  CO.     DILLON,  READ  &  CO.  INC. 

Incorporated 

DREXEL  BURN  HAM  &  CO.  GOLDMAN,  SACHS  &  CO. 

Incorporated 

HORN  BLOWER  &  WEEKS-HEMPHILL,  NO  YES  E.  F.  BUTTON  &  COMPANY  INC. 

Incorporated 

KIDDER,  PE ABODY  &  CO.  KUHN,LOEB  &  CO.  LAZARD  FRERES  &C0. 

Incorporated 

LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO.  PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated  Incorporated 

REYNOLDS  SECURITIES  INC.  SALOMON  BROTHERS  SMITH  BARNEY,  HARRIS  UPHAM&  CO. 

Incorporated 


WERTHEIM  &  CO.,  INC. 

May  25,1976. 


WHITE,  WELD  &  CO. 

Incorporated 


DEAN  WITTER  &  CO. 

Incorporated 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


ESTABLISHED  1802 


$400,000,000 

E,  I.  du  Pont  de  Nemours  and  Company 

$300,000,000  8 V2% Debentures  Due  2006 
$100,000,000  8%  Notes  Due  1986 

Interest  payable  May  1  and  November  1 


Prices 

Debentures  100%  and  Accrued  Interest 

Notes  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  &  CO. 
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HORNBLOWER  &  WEEKS  HEMPHILL,  NO  YES  E.  F.  BUTTON  &  COMPAN  Y  INC. 

Incorporated 

KIDDER,  PEABOD  Y  &  CO.  KUHN,  LOEB  &  CO.  LAZARD  FRERES  &  CO. 

Incorporated 

LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

.  Incorporated 

SMITH  BARNEY, HARRIS  UPHAM  &  CO.  WERTHEIM  &  CO.,  INC. 

Incorporated 

WHITE,  WELD  &  CO.  DEAN  WITTER  &  CO. 

Incorporated  Incorporated 

May  20, 1976. 


With  each  new  life 

begins  an  insatiable  urge 

to  communicate. 
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United  Tflccommunicatiims,  Inc.,  PO  Bcix  II  MS.  Plaza  S'.ition.  Kanvis  City,  MivMuiri  64112 

United  Telecom  companies:  United  Telephone  System,  Unitcu  Computing  Systems,  North  Electric  Q>mp«ny 

New  York  Stock  Exchange  symbol:  UT  Newspaper  listing:  UniTel 
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To  live.  To  breathe.  To  love. 
To  understand.  To  be  understood 

These  compelling  human 
needs  greet  every  newborn  child, 
grow  more  intense  with  every 
passing  year  and,  though 
constantly  fulfilled,  never  become 
less  demanding. 

Yet  of  all  the  fundamental 
needs,  it  can  be  said  that  the 
abilities  to  understand,  to  reason, 
to  communicate  are  the  things  that 
separate  humankind  from  all 
other  forms  of  life. 

We  at  United  Telecom  are  in   ^ 
the  business  of  communications. 
In  fact,  every  day  we  help  millions 
of  people  in  nearly  3,000 
communities  talk  to  each  other 
through  United  Telephone,  the 
nation's  3rd  largest  telephone 
system. 

And  in  this  year  of  the 
Bicentennial  we  think  it  particularly 
fitting  to  remember  one  other 
inherent  drive.  One  that  is  called 
an  inalienable  right.  One  that  is  toe 
often  repressed. 

To  be  free. 


United  lelecom  ■■■ 

United  Telecommunications,  Inc     HHI 

We  operate  the  United  Telephone] 
System,  America's  3rd  largest. 
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Readers  Say 


I  Hedging  With  Amtrak 

Sir:    "Wasted   $Baiions"    {Fact  <b 
I  Comment,  May  1 ) .  The  investment 
!  being  made  in   Amtrak   is   a  hedge 
.  against  the  day  when  that  whopping 
?  87%    of    the    intercity    travel    market 
,  which  now  chooses  to  ride  in  auto- 
I  mobiles  finds  that  its  favorite  mode 
I  has  been  either  priced  out  or  rationed 
;  out     of     reach  .  .  .  There     are     inter- 
changes    in     our    interstate     system 
which  have  cost  more  than  $100  mil- 
Hon  each.  If  that  is  reasonable,  it  is 
equally   reasonable   to   provide   some 
money  for  a  26,000-mile  rail  passen- 
ger network   which  is   growing   and 
improving  each  year. 

—Edwin  E.  Edel 

Vice  President,  Public  AfiFairs, 

National  Railroad  Passenger  Corp. 

Washington,  D.C. 

Weighty  Matter 

Sib:  Re  "If  You  Need  To  Lose 
Weight,  There  Is  An  Easier  Way" 
{Fact  <b  Comment,  May  15).  Dr.  At- 
kins took  25  pounds  off  me  in  the 
first  quarter  of  1975,  and  I've  had 
little  trouble  holding  it  off  since. 

One  note  of  caution.  Prior  to  my 
starting  on  the  diet,  Dr.  Jean  Mayer, 
ithe  eminent  nutritionist  who  serves 
on  our  board,  urged  that  I  keep  close 
itrack  of  my  blood  chemistry  during 
the  first  12  to  18  months.  His  fear  was 
increasing  cholesterol  and  triglycer- 
ides. Sure  enough,  both  of  these  "bad 
guys"  went  up  sharply  in  my  case 
for  a  brief  period,  but  are  now  back 
in  appropiate  bounds.  Apparently  in 
<ome  people's  metabolic  system,  the 
:)ad  ones  don't  come  back  into  rea- 
sonable bounds.  I  suggest  you  have 
y'our  blood  tested  on  a  quarterly  basis. 
—John  W.  Hanley 
Chairman  and  President, 

Monsanto  Co. 

St.  Lotiis,  Mo. 

Sir:  In  promoting  a  high-protein 
diet,  have  you  considered  your  many 
readers  who  *may  be  heart-attack 
prospects? 

—Mrs.  Harold  Vaughan 
Houston,  Tex. 

Sir:  With  a  low  carbohydrate  diet, 
fOu  may  find  you  feel  depressed  ow- 
ng  to  low  blood-sugar  levels.  This  is 
>ne  reason  the  AMA  came  down  hard 
•n  the  Atkins  and  other  low-carb  and 
io-carb  diets.  I  discuss  this  in  detail 
n  my  books  Depression  (Dutton) 
md  Psychochemistry  (Warner). 

—Paul  Gillette 

Carbondale,  Pa. 

{Continued  on  page  110) 
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Its  easy  to  see 
why  Ferro's  growing... 


Total  Sales 
Ferro  Corporation 


80% 

INCREASE 


Pre-Tax  Income 
Ferro  Corporation 


■  'A 


80% 

INCREASE 


$26.0 

mitllon 


71 


75 


71 


75 


just  look  around  you. 


Over  four  years,  Ferro  sales  have  grown  80.0%  and  income 
80.5%.  Growth  has  been  national  and  International,  in 
specialty  materials:  specialty  chemicals,  coatings,  colors, 
ceramics  used  in  products  you  see  and  use  every  day . . . 
appliances,  ceramic  tiles,  luggage,  automobile  upholstery, 
cookware,  plastic  bottles,  stereo  speakers,  reflective 
highway  striping  and  more.  Just  look  around  you.  What  you 
can't  see  are  Ferro's  65  manufacturing  facilities  In  18 
countries  on  all  six  continents.  You  can  read  about  them 
in  Ferro's  1975  Annual  Report.  For  your  copy,  write: 
Department  F,  Ferro  Corporation,  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


0- 


FERRO 

CORRORATION 


In  technology  simplicity  is 
the  ultimate  sophistication. 


Most  modem  technology  is  allowed  to  become  vastly 
complicated  and  enormously  expensive.  Cost  overruns  and 
delays  are  too  often  accepted  as  unavoidable. 

Northrop,  however,  has  achieved  an  enviable  record 
of  production  that  is  on  time,  on  cost,  with  performance 
as  promised. 

In  every  part  of  our  business — aircraft,  electronics, 
communications,  construction,  and  services—  we  have 
found  that  simplification  leads  to  successful  management 
of  technology. 


NORTHROP 


NORTHROP  CORPORATION,  1800  CENTURY  PARK  EAST  LOS  ANGELES,  CALIFORNIA  90067,  USA 
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How  to 

get  tax-free 

income 


This  36-page  booklet  tells 
how  municipal  bonds  may 
increase  your  after-tax 
investment  income  by  60 
percent  or  more,  depending 
on  your  tax  bracket. 

It's  yours  free.  Just  mail 
the  coupon.  Or  call  our 
toll-free  number  below. 


Investing  in 
nnunicipal  bonds 
for  tax-free  inconne 


Free! 

'^Investing 
for  Tax-Free  Income 


^mnWVtmek 


»t«c«  ruoMt  •  Sattk  bK. 


») 


Call  toll-free  800-327-4800. 
In  Florida  1-800-432-7521.  Or  write: 
Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 

Name 


(please  print) 


Address- 


City- 


State. 


_Zip- 


Home  Phone- 


Business  Phone- 


Merrill  Lynch  customers,  please  g^ve  name 
and  office  address  of  Account  Executive: 


NFC  0«16  TTI 

Merrill  Lynch 

Pierce 

Fenner  8  Smith  Inc. 


<EjCopyri(fht  1976  Merrill  Lynch  Pierce  Fenner  A  Smith  Inc. 
Member,  Securities  Investor  Protection  Corporation  (SIPC) 


Trends  &Tangents 

Foreign 

Red  Sails  In  The  Sunset 

Britain's  Labor  Party  is  plowing 
ahead  with  plans  to  nationalize  air- 
craft and  shipbuilding,  after  those 
plans  almost  came  unstuck  last 
month.  Conservatives  noticed  tlfet 
U.S. -owned  Marathon  Shipbuilding 
was  not  included  in  the  bill.  Reason: 
promises  made  to  Marathon  when  it 
agreed  to  rescue  jobs  in  a  Glasgow 
shipyard  in  1972.  In  reply  to  the  fu- 
ror, Labor  first  said  that  what  Mara- 
thon builds  are  not  ships  but  drilling 
rigs.  When  the  Speaker  of  the  House 
ruled  they  were  ships,  he  was  over- 
ruled in  a  controversial  304-to-303 
vote.  Labor  members  sang  The  Red 
Flag  and  fistfights  broke  out  before 
Commons  adjourned. 


Business 


Learning's  Child 

Carl  C.  Landegger,  millionaire  head 
of  paper-mill  builder  Parsons  &  Whit- 
temore,  can  afford  the  best  education 
for  his  five  children.  But  he  was  con- 
cerned about  his  less  fortunate  em- 
ployees—which includes  all  of  those 
who  live  and  work  in  remote  rural 
areas  where  a  single  television  chan- 
nel may  be  a  yovmg  child's  only  diver- 
sion. So  Landegger  hired  a  preschool 
specialist  to  devise  a  program,  staffed 
by  certified  teachers,  for  his  employ- 
ees' offspring.  Some  78  children  are 
enrolled  in  (and  50  more  are  waiting 
to  enter)  the  company's  first  pre- 
school, opened  last  September  in 
Nackawic,  New  Brunswick.  A  sec- 
ond, just  started  in  Fulton,  N.Y., 
boasts  23.  Monthly  tuition  costs  an 
employee  $10,  a  nonemployee  $15.  A 
$5  registration  fee  provides  "scholar- 
ships" for  low-income  families. 

No  Egging  On 

Annual  per-capita  U.S.  egg  con- 
sumption has  dropped  30%  in  the  last 
30  years  to  280  in  1975.  One  main 
reason  for  the  drop  is  bad  publicity 
about  cholesterol,  a  major  component 
in  egg  yolk  said  to  cause  heart  dis- 
ease. Another  is  quick  breakfasts 
gobbled  by  Americans  on  the  run.  Egg 
producers,  who  sell  90%  of  their  prod- 
uct in  the  shell  to  consumers,  have 
had  to  cut  production  10%  since  1973. 

Serving  Your  Own 

Tennis  buffs  are  responding  to  the 
long  waiting  lines  on  existing  tennis 
courts  by  building  their  own.  What 
amounts   to  a   veritable   explosion   in 


tennis  court  construction  is  sweeping 
the  nation,  adding  7,000  to  10,000 
new  courts  a  year  to  the  current 
140,000  courts.  The  5%  to  7%  growth 
is  particularly  evident  in  the  Sun  Belt 
states  where  it  is  concentrated.  Busi- 
ness is  so  good  in  cities  like  Los 
Angeles  that  some  industry  sources 
say  the  number  of  court  contractors 
has  increased  400%,  swelled  by  out- 
df-work  homebuilders  happily  join- 
ing the  boom.  The  number  of  tennis 
players  has  more  than  tripled  from 
the  10.6  million  counted  in  1970. 

Scratch  My  Back 

Under  the  terms  of  a  new  stock 
option  plan  recently  approved  by 
stockholders  of  P.R.  Mallory  &  Co., 
outside  directors  of  the  company  will 
be  eUgible  to  buy  stock  at  up  to  15% 
below  the  market  price  if  such  options 
are  voted  by  a  committee  of  the 
board  composed  of  inside  directors. 
So  Mallory  has  a  situation  now  in 
which  the  outside  directors  recom- 
mend the  salaries  for  the  inside  di- 
rectors, and  inside  directors  set  the 
stock  option  terms  for  outside  direc- 
tors. The  plan,  which  was  developed 
by  Peat,  Marwick,  Mitchell  &  Co., 
sets  aside  50,000  shares  for  future 
use  and  presently  provides  that  no 
outside  director  shall  receive  more 
than  5,000  shares.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  D 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-MM 
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In  the  last  5  years,  we've  almost 
quadrupled  our  earnings  per  share, 


•V 


$7.29 


ully  diluted  earnings 
er  share 


$4.38 


$2.38 
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PVC  resins  "and  fabricated  products  such  as  vinyl  wallcoverings  are  adding  color  to  our  growth  pattern. 


Stauffer  is  a  brand  new  91-year-old  chemical  com- 
pany with  a  great  new  pattern  of  steady  growth  and 
sustained  earnings.  Want  proof?  It's  in  our  financial 
results. 

During  the  last  five  years  we've  almost  quadrupled 
our  earnings  per  share  to  $9.19  on  a  fully  diluted  basis. 
We've  nearly  doubled  our  sales  to  $950  million.  We've 
quadrupled  our  net  earnings  to  $99  million.  And  our  re- 
turn on  average  stockholders'  equity  has  increased  two 
and  one-half  times  to  21 .7  percent. 

More  than  20  percent  of  our  net  after-tax  earnings 
now  come  from  international  operations  and  export  sales. 

One  reason  we're  growing  is  a  diversification  into 
specialized  products  and  markets.  A  major  growth  area 
is  PVC  plastics,  including  a  variety  of  resin  products, 
especially  the  exciting  50-series  bulk  handleable  dis- 


persion resin;  vinyl  wallcoverings  for  commercial  and 
residential  use;  window  shades;  upholstery  and  exterior 
automotive  trim.  These  and  other  PVC  plastic  products 
accounted  for  11  percent  of  our  net  sales  in  1975. 

Plastic  products  are  just  one  of  our  eight  basic 
chemical  business  areas.  The  others  are  industrial 
chemicals,  33  percent  of  sales;  agricultural  chemicals, 
17  percent;  international  operations,  13  percent; 
specialty  chemicals,  12  percent;  fertilizer  and  mining,  6 
percent;  food  ingredients,  6  percent,  and  chemical 
systems,  2  percent. 

If  you'd  like  to  know  more 
about  our  growth  pattern,  send 
for  our  Annual  Report.  Stauffer 
Chemical  Company,  Dept.  B, 
Westport,CT  06880. 
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prodMihg  the 
electrdhic  cue-tone 

Records  electronically  where        / 
you  end  letters,  where  .you  I 

leave  instructions.  / 


introducing  the 
electronic  displ 

LED  panel  shows  secretarx 
letters  end.  \o  paper  s/zps 


You've  got  to  hear 
it  to  believe  it. 


Introducing 

phone-in 

dictation- 

The  only  desk-top  dictating 
machine  that  answers  your 
telephone  and  records 
dictation  automatically. 


Introducing 
The  ultimate  dictotln 


Introducing 
the  looks 


BcautituUikt'  it  hcl 
on  \()Lir  desk,  not 
hidden  dwdx  inside 


Introducing 
the  size 


>tiidMer,  any  vv<iy  you 
look,  than  any  ( oniparal)!!' 
di(  t.itin^  ina(  hine. 


x.^^ 


Introducing 
the  electronic 
controls 

Sensibly  clustered;  fingertip 
response;  light  up  when 
activated. 


Introducing  the 
only  American-made 

desk-top  dictating  machine  using 
standard  cassettes. 


ister. 
iQchine. 

®  Dictaphone 

V\fe've  got  people  talking 

DicUphone  and  Thought  Master  are  trademarks  of  Dictaphone  Corporation. 


introducing 
the  colors 


Red,white,  blue, yellow,  tan  and  black. 
A  Dictaphone  exclusive. 


I 


lo  learn  more  about  Thought  Master, 
about  what  it  does  and  what  it  can  do 
for  you,  fill  in  this  coupon  or  call 
(914)  967-2249.  You'll  get  the  ultimate 
answers  to  all  your  questions  about 
dictating  machines. 

n  Please  send  me  more  information 
□  Please  have  a  sales  representative  call 

Name 

Title Phone 


Company. 
Address  — 
City 


State . 


Zip. 


Mail  to:     Dictaphone  Corporation 
120  Old  Post  Road 
Rye,  N.Y.  10580 
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How  big  rigs  like  tliis 
get  some  of  their  momentum  from 
an  industrial  products  company 
like  Colt  Industries. 


They  get  more  road  time  and  less 
downtime  with  Stemco  oil  wheel 
ubrication  systems  from  our 
Garlock  Truck  Products  Division- 
systems  that  continually  lubricate 
vital  wheel  bearings,  permit  easy 
visual  checking  and  refill.  Garlock 
makes  over  100,000  devices  to  ses 
in  air,  liquids  and  chemicals  and 
seal  out  contaminants.  And  Garloc 
is  the  newest  of  the  well-known 
product  names  that  make  us  what 
we  are  today.  A  leading  supplier  tc 
growth  markets  in  the  industrial 
segment  of  the  U.S.  economy.  For 
our  latest  financial  reports,  write 
Colt  Industries  Inc.  Dept.  1, 
430  Park  Ave..  New  York,  N.Y.  100 


Crucible  specialty  steels  [']  Trent  welded  stainless  steel  pipe  and  tubing 

Crucible  permanent  magnets  and  coil  springs  •  Fairbanks  Morse  diesel  engines 

Fairbanks  scales  •  Pratt  &  Whitney  and  Elox  production  equipment  •  Quincy 

compressors  •  Central  Moloney  transformers  D  Chandler  Evans  fuel  controls 

Fairbanks  Morse  pumps  •  Holley  carburetors  D  Garlock  industrial  seals  and 

components  D  Colt  firearms  and  sporting  equipment 


Colt  Industries 


'With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


A  MAJOR  DAMPER  ON  RAMPANT-INFLATION  RESURGENCE 


is  mostly  overlooked  by  those  ringing  the  alarms  that  the 
prospect  is  imminent. 

The  biggest  employer  of  'em  all,  the  biggest  single 
"business"  in  the  country,  which  accounts  for  15%  of  our 
GNP,  is  cutting  back  on  employment  and  on  spending. 

Would  you  believe  it's  the  Government?  Government 
on  every  level?! 

Yup,  in  our  lifetime  we  are  witnessing  the  unlikeliest 
miracle  of  all. 

Payrolls  and  spending  on  local,  state  and  even  federal 
levels  are  being  reined  in.  It  took  New  York  City's  virtual 
bankruptcy,  and  New  York  State's  nearness  to  it,  for 
many  another  city  and  state  to  realize  that  spending 
beyond  inconfie  could  not  be  eternal,  that  the  well  could 
dry  up,  the  trough  cease  to  be  replenished.  It  was  either 
cut  back  or  cut  out  all  but  the  barest  essentials.  Ninety- 
three  percent  of  spending  proposals  on  referendum  in  the 
last  election  were  rejected  by  voters  revolting  against  the 


ever  soaring  tax  bite  necessary  to  cope  with  profligate  and 
wasteful  excesses  on  municipal,  state  and  federal  levels. 

Without  too  much  moralizing  and  tirading,  the  point 
is  that  the  marked  reduction  in  the  rate  of  growth  of 
government  jobs  and  government  spending  is  a  most  siz- 
able offset  to  the  inflationary  potential  in  rapid  recovery 
in  other  segments  of  the  economy. 

The  woeful  fiscal  shape  of  many  city  governments,  as 
well  as  a  number  of  states,  and  the  no-nonsense  change 
in  the  spending  climate  on  Capitol  Hill  will  keep  this  vast 
hunk  of  the  system  in  a  relative  recession.  No  one's  will- 
ing to  lend  more  money  to  the  more  direfuUy  indebted 
cities  and  states.  The  belt-tightening  isn't  a  matter  of 
morality  or  willingness  or  enlightenment.  It  will  stick  be- 
cause it's  a  no-choice  necessity,  and  as  long  as  that  is  so, 
improving  consumer  spending,  housing  starts,  auto  sales 
and  all  the  rest  won't  get  double-digitally  out  of  hand. 

Not  soon,  anyway. 


WOULDN'T  IMPORTING  MORE   OIL  LESSEN  OUR   DEPENDENCE? 


Is  it  naive  to  wonder  if  pumping  ever  more  oil  out  of 
our  own  ever  lessening  pools  of  it  will  make  us  more  in- 
dependent of  the  OPEC  countries? 

Congress  absolutely  should  encourage  by  every  feasi- 
ble financial  carrot  our  Oils,  big  and  httle,  to  make  pvmip- 
ready  as  many  additional  domestic  pools  as  can  be  found; 


making  ready  to  pump  out  Teapot  Dome  resources  is  a 
first-rate  idea;  preparing  and  storing  a  six-to- 12-month 
supply  in  vast  salt-encrusted  reservoirs  is  a  great  step. 

But,  to  the  extent  we  can  afford  to,  using  more  im- 
ported rather  than  domestic  oil  would  seem  in  the  long 
run  to  help  preserve  our  energy  resources,  not  lessen  them. 


UNCLE   SAM  AIN'T  NO   SUGAR  DADDY 


Competitive  bidding  on  compli- 
cated government  contracts  is  usu- 
ally a  tough  and  tortuous  process. 
Quite  contrary  to  what  most  of  us 
might  tend  to  think,  government 
negotiators  often  out-sharp  their 
I  pencil-sharpening  corporate  coun- 
terparts. 

Witness  Litton. 

When  the  severity  of  govern- 
ment   contract    strictures    doesn't 


"How's  that  for  salesmanship,  Max?  We're 
low  bidders   on  3   nuclear  submarines." 


make  doing  business  with  them  a 
losing  proposition,  ofttimes  the 
profit  on  the  deal  is  subject  to  end- 
less renegotiation  and  clouds  com- 
pany balance  sheets  indefinitely. 

While  we  should  take  great  joy 
that  Uncle  Sam  is  not  squander- 
ously  careless  with  his  multitude  of 
purchase  orders,  the  process  some- 
times is  actually  as  overdone  as 
this  cartoon  suggests. 
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lAYBE-JUST   MAYBE- WE 

FoHBES  was  among  many  urging  that  this  country  not 
build  a  supersonic  transport  {Sept.  1,  1970).  We  ar- 
giied  that  the  high  cost  of  halving  the  time  from  here 
to  Europe  was  hardly  worth  it,  and  that  the  monies 
would  be  better  spent  trying  to  cut  the  time  of  get- 
ting from  airports  to  city  centers. 

It  wasn't  the  luxury  of  the  inaugural  flight  of  Air 
France's  Concorde  from  Paris  to  Washington  (nor  my  free 
ride  on  it)  that  has  given  me  second  thoughts  on  the 
matter.  In  fact,  the  creature  comforts  are  less  dian  those 
of  a  747  or  a  DC- 10.  The  major  difference,  I  found,  is  in 
jet  lag,  a  very  real  problem  on  the  7/2  to  8  hours  on  jet 
flights  to  and  from  Europe.  Body  and  mind  can  ap- 
parently take  a  SM  hour  Concorde  flight  in  stride.  It's 
this  lack  of  discombobulation  to   time  and  tummy  that 


SHOULD   BUILD  THE   SST 

may    cause    customers    to    queue    up    for    the    Concorde. 

A  second  generation— or  a  U.S.  first  generation— super- 
sonic transport  can  surely  solve  fuel  and  payload  problems. 

I  think  the  relative  jet-laglessness  of  this  super  French- 
British  technological  achievement,  not  its  economics  at  the 
moment,  will  sell  supersonic  transport  for  those  traveling 
on  business— a  major  segment  of  the  market.  An  extra 
day's  work  time  will  make  the  Concorde  go. 

As  for  environmentalist  objections— U.S.  military  aircraft 
now  fly  up  to  400  flights  a  day  with  litde  awareness  on 
the  part  of  the  public.  The  noise  complaints?  From  most 
reports,  the  Concorde's  less  noisy  on  landing,  more  noisy 
on  takeoff  and  presumably  this  can  be  lessened  in  time. 

Anyway,  I  think  the  SST  is  here  to  stay,  with  more  to 
come— whether  we  build  one  or  not. 


Supermarket  and  other  ma- 
jor retail  chains  ought  to 
have  their  knuckles  rapped 
for  sneaky  packaging  at- 
tempts to  ride  demand  cre- 
ated by  brand  names. 

It's  one  thing  to  sell  a  com- 
petitive "in-house"  product 
for  less  money,  quite  anoth- 
er to   deceive   through  blat- 


IT'S  A  STEAL 


ant       packaging      imitation. 

Look  at  these  instances  il- 
lustrated in  Money  magazine. 

You'd  think  these  huge  out- 
fits had  enough  problems 
with  consumer  groups  with- 
out trying  to  end-play  ma- 
jor national  brand  makers 
and  manufacturers. 

Shame  on  'em. 


TWO -STAR   RESTAURANTS 


Les  Sans-CuloUes-1085  Second  Ave.  (Tel:  838-6660). 
Unusual.  You  begin  with  an  overflowing  basket  of  a  doz- 
en crudites  (bits  of  fresh  raw  vegetables,  avocado  and 
melon)  to  dip  into  a  heavily  herbed  vinaigrette;  then  a 
vast  bouquet  of  sausages  to  slice  away  at  will;  next  one 
creditable  and  one  too-bland  pate;  the  main  course  is  most- 
ly skewered,  from  shrimp  and  scallops  to  lamb  kidney  or 
boeuf.  Finally,  a  choice  of  three  or  four  pleasant  desserts. 
The  whole  for  $12.95  a  head.   Different  and   enjoyable. 

La  Buca-72  East  56th  St.  (Tel:  751-0029).  New  and 
first-rate.  Recommend  the  clams  Capri  or  the  unique  baked 
mushrooms  for  starters,  then  prosciutto-flavorful  scallopini 
Finanziera.  Prices  reasonable,  location  convenient. 

The  Ballroom-458  West  Broadway  (Tel:  473-9367). 
In  SoHo,  New  York's  genuine  Bohemian  center  these  days, 
there  are  many  offbeat  eateries,  but  this  spacious,  white- 
painted,  plant-hung  restaurant  is  nearly  three  star.  Its 
"pillow  of  chicken"  and  its  version  of  Japanese  beef  are 
outstanding,  though  the  salmon  mousse  tastes  as  garish 
as  it  looks.  Informal,  inexpensive  and  definitely  worth  a 
detour  from  the  midtown-uptown  beat. 

Cafe  des  Artistes-l  West  67th  St.  (Tel:  877-3500).  The 
Howard  Chandler  Christy  murals  adorning  this  restaurant 
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constitute  a  greater  memorial  to  this  famed  society  &  mogul 
portraiteer  than  any  or  all  of  those  remunerative  canvases. 
Service  is  cheerful,  the  place  is  popular,  the  prices  are 
moderate  and  so's  the  food. 

La  Caijana-146  East  57th  St.  (Tel:  758-3242).  Here's 
a  delightful,  delicious,  different  place.  Both  menu  and 
decor  are  made  up  of  disparate  elements  that  combine 
appealingly  in  taste  and  to  eye.  South  American-Spanish 
dishes  with  decided  Italian  overtones;  Moroccan  tiled 
walls,  Singapore  fans,  potted  plants.  Clams  Oreganata  and 
V'eal  Scallopini  alia  Fiorentina  are  superb. 

Marty's  Bum  Steer-334  East  73rd  St.  (Tel:  879-1040). 
The  Bum  Steer  has  changed  hands  and  the  menu's  ex- 
panded, but  nothing  like  the  way  the  prices  have.  Still 
seems  to  attract  the  Chic  and  the  Smart  and  those  who 
would  Uke  to  be   (or  once  were). 

Otw  If  By  Land-Two  If  By  Sea-17  Barrow  St.  (Tel: 
255-8649).  Judging  from  the  crowds,  most  everyone  elsf 
has  discovered  this  attractive  restaurant.  A  wide  cut  above 
the  prevailing  Greenwich  Village  fare.  The  spinach-mush 
room-bacon  salad  with  mustard  dressing  is  among  the 
best,  and  the  beer-battered  shrimp  with  orange  honey  dip 
tastes  as  good  as  it  sounds. 

UNLESS   YOU'RE  SERVING  TIME 

there's  never  enough  of  it. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Hatching  Quail 

Every  time  government  enacts  a 
new  regulation,  it  places  itself  in  the 
position  of  the  elephant  who  stepped 
on  the  quail,  and  then  tried  to  help 
her  out  by  sitting  on  her  nest  of  eggs 
to  keep  them  warm. 

—quoted  in  Dynamic  Phoenix. 

Postgraduate  Course 

I  believe  my  generation  is  tinprec- 
edented  for  its  liberalism  and  activ- 
ism in  America.  And  I  earned  my 
credentials  [working  in  the  Robert 
Kennedy,  John  Lindsay  and  George 
McGovem  Presidential  campaigns]. 
Now,  after  graduating  from  Cornell, 
I  find  myself  enmeshed  in  the  busi- 
ness world— working  with  the  individ- 
uals I  would  have  called  "villains".  .  .  . 

My  first  and  somewhat  rude  awak- 
ening was  to  the  fact  that  things 
like  an  8%  sales  tax  can  have  a  del- 
eterious effect  on  your  sales,  and  that 
when  you  are  competing  for  big  jobs 
things  like  quality  and  service  are 
sometimes  secondary.  Price  is  the 
name  of  the  game.  .  .  . 

I  am  convinced  that  people  [who 
run  a  small  business  in  New  York 
City]  must  be  part  genius  and  have 
the  patience  of  Job.  If  a  commuter 
train  is  delayed  45  minutes,  you  might 
have  15  key  employees  arriving  late, 
ruining  your  entire  production  sched- 
ule. One  morning  we  discovered  that 
there  was  no  water  in  our  plant.  .  .  . 


the  city  was  making  repairs  and  had 
not  bothered  to  notify  anyone.  We 
lost   nearly   a   full   day's   production. 

Add  to  these  such  problems  as  volt- 
age reductions  during  the  summer 
(fouling  up  delicate  machinery),  san- 
itation strikes,  frequent  rate  increases 
for  utilities  and  the  likelihood  of  in- 
creased corporate  taxes  by  city  and 
state,  and  it  is  a  wonder  that  any 
businesses  survive  in  New  York. 

My  conscience  and  my  heart  tell 
me  that  we  must  retain  all  the  pro- 
grams that  help  the  poor,  the  aged 
and  the  infirm,  but  what  will  be  the 
price  over  the  long  run?  Overburden- 
ing our  city's  businesses  will  in  the 
end  be  self-defeating;  almost  200,000 
jobs  were  lost  last  year.  The  hard 
truth  is  that  colleges  must  start  to 
emphasize  that  one  should  get  out 
into  the  real  world:  As  the  song  goes, 
"There  ain't  no  easy  run." 

—Richard  J.  Sirota, 
New  York  Times. 

Choking  to  Death 

In  ten  years  of  investigating  cafe 
coronaries  as  chief  medical  examiner 
of  Florida's  Broward  County,  Dr. 
R.K.  Haugen  has  performed  autopsies 
on  51  persons  who  expired  in  res- 
taurants. Only  one  died  of  a  heart 
attack;  the  rest  choked  to  death. 

According  to  Dr.  William  C.  EUer 
of  St.  Mary's  Hospital  in  Fort  Lauder- 
dale, Fla.,  who  is  a  leading  authority 
on  food  inhalation,  the  victim  should 


be  placed  on  his  back  with  his  mouth 
opened.  Often  the  meat  blocking  the 
airway  can  be  seen  on  the  back  of  the 
tongue.  Using  a  napkin  to  grasp 
the  patient's  tongue  with  one  hand, 
the  rescuer  should  then  use  the  mid- 
dle and  index  fingers  of  his  other 
hand  as  a  forceps  to  pull  the  piece  of 
meat  free.  Once  the  throat  is  free  of 
blockage,  standard  mouth-to-mouth 
resuscitation  should  be  used  to  help 
the  victim  start  breathing  again. 

—Dun's  Review. 

Rent  Raiser  Quits 

.  .  .  Steven  [Rockefeller],  after 
graduating  from  Princeton  in  1958, 
went  to  work  in  the  renting  office  of 
Rockefeller  Center,  where  his  father 
had  started  25  years  earlier.  Nelson 
had  been  exhilarated  by  the  give- 
and-take;  Steven  found  working  there 
absurd  and  demeaning.  "I  was  going 
around  saying,  'Hello,  I'm  Steven 
Rockefeller.  I'm  here  to  raise  your 
rent.'  It  was  ridiculous.  I  quit." 

—The  Rockefellers,  by  Peter  Collier 
and  David  Horowitz. 

Stickerless  Travel 

The  American  "Skylab"  crew  is 
credited  with  34.5  million  miles  and 
they  are  described  as  the  most-trav- 
elled men  in  history.  That  may  well 
be,  but  who  ever  saw  an  astronaut 
with  anything  worth  showing  in  the 
way  of  hotel  stickers  on  his  luggage? 

—High  Life. 


DON'T  DEFLATE  THE  AIR   BAG 


Recently  the  Federal  Govern- 
ment put  off  again  a  decision  that 
it  was  supposed  to  have  made  sev- 
eral years  ago,  namely,  whether  or 
not  to  make  the  air  bag  manda- 
tory in  automobiles. 

The  evidence  for  the  air  bag  is 
impressive.  In  extensive  laboratory 
testing^-  and,  more  important,  in 
300  million  miles  of  actual  use 
with  thousands  of  automobiles,  the 
air  bag  has  shown  itself  to  be  ex- 
tremely effective  in  cutting  down 
auto-accident  injuries   and  deaths. 

The  driving  has  involved  some 
12,000  cars,  among  them  Cadil- 
lacs, Mercurys,  Buicks,  Oldsmo- 
biles.  The  drivers  employed  the 
cars  as  they  would  any  other.  This 
extensive  real  life  usage  has  pro- 
vided comforting  answers  to  many 
original  air  bag  fears. 

In  all  accidents,  the  air  bag  in- 


By  M.S.  Forbes  Jr. 

flated  rapidly;  there  were  no  fatal, 
split-second  delays.  The  bag's  sud- 
den inflation  has  not  given  a  single 
driver  a  heart  attack.  Eyeglasses 
have  not  been  shattered.  The  bags 
have  never  been  popped  by  cig- 
arette smokers.  The  bag  will  not 
suddenly  inflate  while  a  driver  is 
casually  driving. 

A  major  advantage  of  the  air 
bag  is  that  it  is  a  passive  instru- 
ment. (After  years  of  heavy— 
and  heavy-handed— promotion  only 
40^-50%  of  U.S.  auto  occupants 
use  seat  belts.)  Allstate  Insurance 
(which  has  done  extensive  pioneer 
work  in  this  area)  and  others  es- 
timate that  at  least  8,000  deaths 
and  500,000  serious  injuries  could 
be  avoided  each  year  if  air  bag 
use  was  universal. 

Yet  the  air  bag  still  flounders  in 
the     Transportation     Department, 


which  is  supposed  to  make  the  fi- 
nal decision. 

Why?  In  part  because  the  air 
bag  will  add  $100  to  $300  to  new 
car  prices,  and  in  part  because 
both  Washington  and  Detroit  are 
timid  about  making  any  new  safety 
feature  mandatory  after  the  ad- 
verse reaction  of  the  public  and 
Congress  to  the  ignition-interlock 
system  (where  you  got  an  obnox- 
ious buzz  and  a  car  that  wouldn't 
start  unless  all  front-seat  passen- 
gers were  buckled  in ) . 

Still,  the  air  bag  is  not  a  seat 
belt  cum  buzzer,  and  its  possible 
savings  in  insurance  costs  and  in 
life  and  limb  are  enormous.  After 
the  election.  Transportation  Secre- 
tary Coleman  should  do  what 
should  have  been  done  four  years 
ago— order  the  air  bag  installed  in 
all  new  cars. 
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Big  new  job 
in  San  Francisco 


Sell  old  house 
in  Rye. 


Wife  with 
Mom  and  Dad  in 
Schenectady. 


Furniture 

somewhere  in 

Iowa. 


Where  will 
the  kids  go  to  school? 


Where 
will  we  live? 


Where  am  I? 


Doif t  let  a  transfer  do  bad  things 
to  a  good  man's  head. 


Ojai,  Califomia? 

Last  week  he  could  hardly  say  it. 
Next  week  he's  got  to  go  there  and  live. 
Along  with  his  wife,  two  children,  and 
a  houseful  of  furniture. 

Let  us  help.  We'll  buy  and  sell  his 
old  home,  find  a  new  one  he  and  his 
family  really  like,  even  move  them 


there.  We  cover  everything. 

We're  people  who  care  about 
your  people. 

Backed  by  a  national  network  of 
Counseling  Centers,  video  taped  area 
tours,  and  systems  for  time  and  cost 
control  that  we'd  like  to  sfiow  you. 

Write  or  call  John  Rowell, 


Homequity/Homerica,  Wilton, 
Connecticut  06897  (203)  762-8621 . 
We'll  keep  your  next  transfer  from 
going  bad,  and  that's  good  business. 

ItEREUOGKIION 
MANAGERS 

Hom§quity/Homerica 

A  PL  TLRSON.  HOWLLL  G  MLA  THtH  t  OMt'ANY 


Forbes 
Jerry^s  Castle 


Penn-Dixie  Industries  may  look  like  a  slum^ 
but  to  Jerry  Castle,  it's  Fat  City,  U.S.A. 


In  1967  when  Jerome  Castle,  32,  took 
over  the  venerable  Penn-Dixie  Ce- 
ment Corp.,  he  made  no  pretense 
that  he  was  planning  to  turn  the  ce- 
ment industry  on  its  ear.  Oh  no.  His 
target  was  the  world. 

"Any  company  that  remains  purely 
a  cement  company  will  go  bank- 
rupt," he  said  solemnly.  "We're  out 
to  equal  Xerox  and  Polaroid,  not 
Lone  Star  Cement."  A  decade  ago, 
that  sounded  plausible,  even  exciting. 
People  believed  in  corporate  miracles 
then.  Jerry  didn't  have  any  industry 
experience.  But  he  had  charm,  was 
clever  with  words.  He  was,  as  they 
say,  an  aggressive  young  man. 

Jerome  Castle  is  now  41,  and  Penn- 
Dixie  is  in  steel,  construction,  aggre- 
gates, chemicals  and  leasing.  The 
1975  annual  report  begins:  "Dear 
shareholder,  1975  was  ...  a  gratify- 
ing period  as  virtually  all  our  objec- 
tives were  met.  A  deficit  was  reached 
solely  because  of  the  closing  of  our 
obsolete  Howes  Cave  cement  facility." 

Gratifying?  The  loss  was  $2.2  mil- 
lion. It  would  have  been  $5.5  million 
but  for  an  inventory  liquidation. 

What  the  report  doesn't  say  is  that 
three  of  Penn-Dixie's  remaining  plants 
are  as  ancient  as  the  Howes  Cave 
facility  near  Albany,  N.Y.;  two  are 
in  equally  bad  markets.  No  major 
modifications  have  been  done  since 
Castle  took  over.  To  be  sure,  Penn- 
Dixie  has  spent  considerable  sums  on 
maintenance— cement  is  an  abrasive 
business— but  still  its  plants  are  con- 
sidered slums,  and  its  capital  expendi- 
tures have  been  pretty  much  limited 
to  the  pollution  gear  necessary  to 
keep  going.  .The  level  of  reinvestment 
is  so  low  that  the  company  is  actually 
paying  its  deferred  income  taxes,  a 
virtually  unheard-of  event  in  a  capi- 
tal intensive  industry.  "It's  like  run- 
ning a  car  without  changing  the  oil," 
says  a  disgusted  analyst.  Penn-Dixie 
says  it  is  merely  running  "Buicks,  not 
Cadillacs,"  and  that  it  spends  enough 
to  keep  them  going. 

After  ten  years  of  Jerry  Castle, 
Penn-Dixie's  sales  of  around  $300  mil- 
lion are  about  four  times  what  they 
were  when  he  took  over,  but  there's 
not  much  more  than  that  to  be  said 
for  his  stewardship.  Earnings  for  the 


decade  have  averaged  $2.7  million- 
less   than  they  were  the  year  Castle 
took  over  and  promised  to  create  an- 
other Xerox.   And  these  are  scarcely 
high-quality  earnings   at  that; 
the   footnotes    are   marbled 
with  gains  from  the  pur 
chase      of     debt,      in 
surance      payoffs 
and  lagging  pen- 
sion fund  contributions. 

Penn-Dixie  sold  for  a  little  over 
$10  a  share  when  Casde  started  his 
bid;  today  it  goes  for  a  littie  over  $5. 
The  dividend  last  year  was  less  than 
half  of  what  it  was  in  1967.  This 
year's  is  imperiled  by  agreements  with 
banks. 

No.  One  Priority 

Is  this  just  another  wonder  boy 
who  failed  to  make  good?  Not  ex- 
actly. Jerry  Castle  has  done  very  well. 
It's  the  shareholders  who  suffered. 

For  in  one  respect.  Castle  has  not 
only  equaled  Xerox  and  Polaroid— 
and  General  Motors,  Texaco  and  In- 
ternational Business  Machines— but 
outpaced  them.  Penn-Dixie  paid  him 
more  than  those  companies  paid  their 
chief  executives  last  year. 
.  The  $280,632  in  salary  and  fees 
was  the  least  of  it.  There  were 
70,000  shares  of  common  stock,  worth 
about  $446,250  on  the  day  of  issue, 
simply  given  to  him.  They  were  to 
keep  him  from  looking  for  a  better 
job,  the  company  said.  There  was  a 
little  cash  bonus  of  $34,600  to  cele- 
brate the  new  year,  too,  which  this 
year's  proxy  failed  to  mention. 

Eight  years  ago,  Castle  told 
Forbes  he  was  planning  to  outdis- 
tance International  Telephone  &  Tele- 
graph's Harold  Geneen;  he  just 
missed.  His  $761,000  in  cash  and 
stock  came  in  just  behind  the  ITT 
chairman's  $782,000  for  fifth  place  in 
compensation  among  American  execu- 
tives, by  Forbes'  reckoning.  But  that 
wasn't  all,  not  by  a  long  shot.  Last 
year,  the  board  of  directors  casually 
doubled  Casde's  retirement  benefits  to 
$140,000  a  year.  Then  they  prompt- 
ly voted  to  loan  him  $500,000  at  4% 
interest,  bringing  his  total  debt  to  the 
company  to  $700,000.  He  certainly 
didn't  need  rent  money:  he  stayed  at 


Castle  of  Penn-Dixie 

the  company's  suite  at  Manhattan's 
posh  Hampshire  House  when  in  the 
city.  Now  throw  in  a  couple  of  body- 
guards, the  company's  Lockheed  Jet- 
Star  and  the  inestimable  expense  ac- 
counts Castle  enjoys. 

When  you  add  it  all  up,  Jerry  Cas- 
tle got  a  good  deal  more  out  of  the 
company  last  year  than  did  the  share- 
holders. Not  bad  for  turning  in  the 
company's  worst  year  in  modem  times. 
You  might  say  Jerry  wasn't  so  much 
working  for  the  shareholders  as  he 
was  their  senior  partner.  Castle's  No. 
Two  man.  Executive  Vice  President 
Harvey  Kushner,  says  that  all  the 
money  was  simply  fair  pay  for  Mr. 
Castle's  "achievements."  (Kushner 
didn't  do  badly  himself:  $375,000  or 
so  last  year  when  you  count  his 
stock.)  Another  view:  "I'm  amazed 
that  you  can  do  things  like  that  and 
not  get  in  trouble,"  says  a  friend.  He 
adds:  "Still,  it's  a  public  company. 
The  shareholders  can  read." 

Read  and,  most  likely,  weep.  Penn- 
Dixie  is  indeed  a  public  company, 
subject  to  the  rules  of  the  New  York 
Stock  Exchange,  the  laws  of  the  state 
of  Delaware  and  the  U.S.  It  has  ac- 
countants. It  is,  in  theory,  at  the 
mercy  of  its  banks.  Yet  Jerry  Castle, 
at  least  where  his  compensation  is 
concerned,  operates  as  though  he  was 
a  law  unto  himself.  How? 

First,  consider  his  board  of  direc- 
tors. Chairman,  Jerome  Castle.  Then 
there  is  Jerry  Castle's  first  wife,  June 
M.  Castle,  the  mother  of  Jerry's  chil- 
dren. What's  she  doing  on  the  board? 
"There  had  been  talk  about  bringing 
a  woman  onto  the  board,"  explains 
Kushner.  "Number  one  who  came  to 
mind  was  June." 

Also  on  the  board  are  two  Castle 
subordinates,    Kushner    and    Alfonso 
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[Dw;  Marcelle,  president  of  Penn- 
Oi.xie's  main  construction  subsidiary. 
There  is  also  a  former  Jerome  Castle 
employee,  James  C.  Jacobsen,  who 
was  Penn-Dixie's  financial  vice  presi- 
dent until  taking  a  similar  job  with 
Kellwood  Co.  last  year.  To  round  it 
out,  there  is  Daniel  H.  Eschen,  one 
of  the  group  that  helped  Castle  take 
over  the  company.  That's  it.  June 
Castle,  Jacobsen  and  Eschen  are  re- 
ferred to  as  the  "outside"  directors; 
they  make  up  the  audit  committee. 
None  of  Castle's  race  horses  has  yet 
been  elected  director. 

Genuine  outside  directors  have  in 
the  past  come  and— usually  quickly- 
gone.  For  example,  Howard  Stein, 
chairman  of  Dreyfus  Corp.,  was  elect- 
ed last  fall.  ("The  banks  had  ques- 
tioned it  when  June  Castle  went  on 
the  board  because  they  didn't  know 
who  June  Castle  was,"  explains  Kush- 
ner. )  Stein  has  resigned,  though,  after 
his  request  to  join  June  Castle  on  the 
audit  committee  was  denied. 

What  about  the  shareholders, 
then?  In  fact,  they  have  little  to  say. 
Penn-Dixie  stock  is  held  by  12,400 
shareholders,  but  Castle  appears  to 
own  more  than  any  others. 

Last  year's  outright  gift  of  70,000 
shares  brought  Castle's  personal  hold- 
ings to  226,000  shares  of  Penn-Dixie 
voting  stock,  or  about  4.3%  of  the  5.2 
million  shares  outstanding.  There  is 
another  57,000  shares  in  the  Jerome 
Castle  Foundation;  Jerry  and  June 
are  trustees.  Harvey  Kushner  owns 
86,000  shares  (30,000  of  them  a  gift 
last  year,  like  Castle's ) . 

And  how's  this  for  long-range  plan- 
ning? Castle  and  directors  Kushner 
and  Marcelle  own  more  than  60%  of 
Penn-Dixie's  senior  preferred  stock, 
with  its  first  dibs  on  the  carcass  of  a 
bankruptcy.  They  issued  it,  then 
bought  it  for  $3.50  a  share  (5% 
down!)  immediately  after  their  last 
big  credit  crunch. 

There  is  something  of  a  mystery 
about  the  amount  of  stock  controlled 
by  June  Castle.-  According  to  the 
proxy,  she  owns  only  1,040  shares. 
But  if  you  hsten  to  Kushner,  there  is 
more  to  it  than  that:  "Her  children 
and  her  family  own  a  good  block  of 
stock."  Oughtn't  the  proxy  to  reflect 
at  least  the  kids'  stock?  we  asked. 
After  all,  they  are  Jerry's  children 
too.  "I  assure  you  that  the  proxy  is 
correct  to  the  best  of  our  knowledge," 
he  said. 

Then  there  is  the  interesting  mat- 
ter of  the  pension  funds.  Last  year's 
proxy  mentioned  that  pension  funds, 
of  which  Jerome  Castle  was  trustee, 
owned  214,552  shares  of  Penn-Dixie 
common.  This  year's  proxy  makes  no 
mention  of  either.  What  happened? 
Who    votes    the    shares?   Who    owns 


them?  What  are  they*worth?  (Penn- 
Dixie's  cement  pension  fimds  are  val- 
ued at  cost;  if  half  those  shares  were 
bought  in  1969  at  up  to  $25  a  share, 
the  value  of  the  fund's  assets  could 
be  vastly  overstated  today. )  Kushner's 
standard  response  to  questions  about 
the  pension  funds  was,  "1  really 
don't  know."  He  added:  "The  pen- 
sion fund  is  no  longer  under  Mr. 
Castle's  control,"  claiming  that  two 
unnamed  banks  are  now  trustees.  «. 
At  any  rate,  add  up  all  the'  stock 
that  Jerry  Castle  conceivably  votes, 
and  it  comes  to  about  500,000  shares, 
or  close  to  10%  of  the  voting  stock. 
Add  in  his  friends'  stock  and  .  .  .  well, 
who  knows?  Coupled  with  access  to 
the  corporate  kitty  for  legal  expenses. 


"You  want  us  to  be  another 
Xerox?"  the  executive  vice 
president  complained. 


it's  more  than  enough  to  scare  oflF  po- 
tential takeovers.  Explains  Kushner: 
"Jerry  took  this  company  in  a  proxy 
fight.  He's  aware  that  somebody  else 
could  steal  his  marbles." 

As  Jerome  Kesselman  (the  name 
he  was  bom  with).  Castle  graduated 
from  New  York  University's  School  of 
Commerce,  and  started  his  own  bro- 
kerage firm  in  the  mid-Fifties.  A  de- 
cade later,  after  being  suspended  by 
the  National  Association  of  Securities 
Dealers  for  a  month  for  sharp  trading 
practices,  he  went  to  work  for  anoth- 
er brokerage  firm  and  changed  his 
name  to  Castle.  The  raid  on  Penn- 
Dixie  was  carefully  thought  out.  A 
friend  persuaded  the  Axe-Houghton 
mutual  funds  to  take  a  big  position 
in  the  cement  company's  stock;  then, 
improbable  as  it  may  sound,  Jerry 
talked  the  outside  directors  of  Axe- 
Houghton  into  backing  him  against 
Penn-Dixie's  incumbent  management. 
With  the  help  of  several  of  Castle's 
own  customers,  it  was  enough. 

Once  in  control  Castle  went  on  a 
buying  binge  with  borrowed  money. 
His  prize  acquisition  was  Continental 
Steel  in  1969.  In  this  purchase.  Castle 
was  much  helped  by  the  Penn-Dixie 
pension  funds,  which  are  said  to  have 
bought  heavily  into  Continental. 

But  when  Castle  tried  to  take  over 
the  Continental  hourly  pension  fund, 
the  United  Steelworkcrs  went  on 
strike.  Even  hiring  Eric  Javits,  neph- 
ew of  New  York  Senator  Jacob  Javits, 
to  tell  the  Steelworkcrs  that  Castle 
would  make  a  swell  trustee  didn't 
work.  The  Steelworkcrs  went  back  to 
work  only  after  Jerry  agnjed  to  leave 
their  pension  funds  alone.  But  Castle 
appointed    Javits    to    his    board;    be- 


fore leaving  last  year  Javits  endorsed 
Castle's  record  compensation. 

Castle  paid  an  inflated  price,  mostly 
with  borrowed  money,  for  Continen- 
tal; the  takeover  nearly  killed  him. 

His  banks  came  close  to  shutting 
him  down;  only  the  sale  of  Penn- 
Dixie's  prize  cement  plant  bailed  the 
company  out.  (Penn-Dixie  insists  it 
was  no  near  thing.)  Yet  as  soon  as 
he  got  out  of  one  scrape.  Castle  tum- 
bled into  another,  picking  up  for 
about  $3.3  million  an  18.5%  interest 
in  Diversified  Industries.  With  con- 
trol of  the  marginal  Clayton,  Mo. 
hodgepodge  came  a  couple  of  bo- 
nuses: tough  guy  Ben  Fixman,  Di- 
versified's  founder,  and  a  Securities 
&  Exchange  Commission  investigation 
of  irregular  practices  that  is  slowly 
spreading  to  Penn-Dixie  itself. 

Virtually  debt-free  when  Castle 
took  over,  Penn-Dixie  now  stands 
more  than  $55  million  in  debt,  with 
$33  million  in  unfunded  pension  lia- 
bility. The  company  owes  $20  mil- 
lion to  banks.  What  about  them?  Are 
they  satisfied  with  matters  now? 

Forbes  called  Mellon  Bank's  Gary 
Fiedler,  who  negotiated  a  new  agree- 
ment a  couple  of  montlis  ago  that 
apparently  gives  Castle  free  reign 
with  payments  he  can  easily  meet  un- 
til 1978.  How  much  of  a  role  is  the 
bank  taking  in  Penh-Dixie's  manage- 
ment? Fiedler  wasn't  talking.  Was 
Castle's  compensation  in  line?  We 
asked  First  Pennsylvania's  Robert  Ro- 
mano. "That's  a  director's  decision. 
Shareholders  elect  directors,"  he  said. 
National  Bank  of  Detroit's  Robert  Van 
Auken  had  nothing  to  say. 

Most  Penn-Dixie  employees  are 
afraid  to  talk.  Fear  seems  to  pervade 
the  company,  and  even  long-ago  em- 
ployees say  they  can't  talk  for  fear  of 
financial  and  even  (they  say)  physi- 
cal retribution.  Some  workers  con- 
fess to  each  other  that  they  believe 
their  telephones  are  bugged,  their 
mail  read.  They  claim  Castle  himself 
keeps  a  gun  handy.  Several  former 
employees  recall  that  Castle  liked 
to  brag  of  his  connections  with  or- 
ganized crime;  they  say  he  often 
claimed  that  Anthony  (Tough  Tony) 
Anastasio,  boss  of  the  Brooklyn  wa- 
terfront (and  brother  to  Murder,  Inc. 
power  Albert  Anastasia)  was  his  son's 
godfather.  Who  knows?  Both  Ana- 
stasias  are  dead. 

What  is  fact  and  what  is  fiction? 
Castle  himself  refused  repeated  re- 
quests to  talk  to  Forbes.  His  friends 
say  in  his  defense  that  he  exaggerates. 
Of  the  Mafia  rumor,  for  example,  an 
old  friend  says,  "That  .sounds  like  a 
typical  Jerry  Castle  lie." 

After  weeks  of  insisting  that  it  was 
cx)mpany  policy  not  to  talk  to  the 
press,   Executive  Vice   I'rcsidtMil    Har 
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3y  Kushner  called  at  Forbes'  offices 
1  the  eve  of  deadline.  Kushner,  50, 
lost  of  whose  previous  experience 
as  in  department  stores,  cosmetics 
id  women's  undergarments,  joined 
enn-Dixie  in  1969.  He  explained  he 
ad  come  to  set  the  record  straight. 

"We  are  not  trivial  people  .  .  .  We 
low  what  we're  doing  and  we  do 

with  few  people.  That's  why  I  get 
aid  a  lot  of  money.  That's  why  Mr. 
astle  gets  paid  a  lot  of  money." 
/hat  was  their  special  touch,  we 
iked?  "We  run  a  really  tight  ship. 
, .  This  is  really  Mr.  Castle's  input, 
[e's  a  very  strict,  tight-fisted  execu- 
te. He's  very  penny-conscious.  I'U 
ill  you  the  truth:  I  once  asked 
le  general  manager  of  the  cement  di- 
ision  to  put  down  what  he  want- 
i.  It  came  to  $100  miUion."  But 
n't  that  what  the  capital-intensive 
jment  and  steel  businesses  are  all 
Dout?  we  asked.  "Not  really,"  re- 
lied Kushner.  So  the  general  man- 
ner has  been  "shelved,"  the  cement 
3adquarters  are  closing  and  the  steel 
[vision  is  taking  over  cement. 

In  spite  of  Castle's  talent,  things 
jve  been  pretty  dismal,  Kushner  al- 
wed,  which  was  one  reason  Jerry 
astle  wasn't  talking.  "He's  more  dis- 
jpointed  than  anyone  else.  . .  .  He's 
3ry  distressed,  he's  more  than  dis- 
essed,  he's  furious.  .  .  .  You  want  us 

•  be  another  Xerox?" 

How  does  Castle  square  his  "dis- 
jpointment"  and  his  company's  low 
te  of  capital  investment  with  the  $1 
illion  or  so  he  spent  a  few  years 
50  redecorating  Penn-Dixie's  Man- 
ittan  headquarters  (plus  the  apart- 
ent  ,arovmd  the  comer)  ? 

"It  says  something  about  the  com- 
my,"  answers  Kushner.  "Most  peo- 
e  come  and  look  at  us  and  they 
link,  'Penn-Dixie,  that  used  to  be  a 
;ment  company.'  Now  they  have  a 
)mpletely  diflFerent  image  of  the 
)mpany." 

Penn-Dixie's  steel  operations,  bene- 
:iary  of  a  big  capital  spending  pro- 
am  just  before  Castle  took  over, 
e  still  reasonably  profitable.  Even 
5  tatterdemalion  cement  plants  are 
cpected  to  make  money  for  a  few 
;ars,  until  rising  fuel  costs  and  new 
)mpetition  converge.  Many  steel  ana- 
sts  see  the  same  dismal  pattern  of 
^privation  and  bad  decisions  at  the 
p  repeating  itself  with  Penn-Dixie's 
eel  business— but  ever  so  slowly. 

But  what  happens  when  the  facts 

•  business  life  finally  catch  up  to 
lis  over-borrowed,  under-profited 
Jmpany  with  its  aging  plant?  When 
le  cow  finally  runs  out  of  milk  it 
ill  probably  be  the  public  stock- 
Dlders,  the  jobholders  and  the  pen- 
oners  who  suffer.  Jerry  Castle  and 
[arvey  Kushner  will  have  theirs.   ■ 
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The  Great 
Bubble 

It's  mad^ 
but  it's  true: 
The  bubble  gum 
business  is  booming. 

If  anyone  chews  bubble  gum  in  ten- 
year-old  Brian  Flaherty's  fourth-grade 
classroom  in  Scarsdale,  N.Y.,  the  of- 
fender has  to  write  "I  will  not  chew 
bubble  gum  in  class"  25  times. 

That's  for  first  offenders;  repeaters 
have  to  write  more.  That  some  are 
up  to  75  times  is  a  good  measure  of 
the  Great  Bubble  Gum  Boom,  which 
is  providing  this  sticky  business  with 
one  of  its  biggest  bonanzas  ever. 

Last  year  Americans— many  of  them 
well  out  of  the  cavity-prone  years- 
blew  a  record  $120  million  worth  of 
flavored  rubber  bubbles.  In  a  typical 
region  of  the  U.S.,  bubble  gum  sales 
were  up  67%  from  1974,  and  sugar- 
less sales  climbed  even  faster— 133%. 
Demand  often  exceeded  supply. 

Amurol  Products  Co.,  a  subsidiary 
of  Wm.  Wrigley  Jr.,  found  test-mar- 
ket results  for  its  sugarless  Blammo 
Bubble  Gum  so  overwhelming  it  de- 
cided not  to  wait  for  new  machinery, 
but  went  out  and  bought  existing  ma- 
chines wherever  it  could.  Life  Savers, 
a  subsidiary  of  Squibb,  had  to  with- 
draw its  new  entry.  Bubble  Yum, 
from  some  markets  until  production 
could  be  increased,  because  it  could 
not  keep  its  dealers  supplied.  Says 
tiife  Savers  President  William  Morris: 
"Of  all  the  problems  I've  had,  this  is 
one  of  the  nicer.  But  it's  been  going 
on  for  five  months  now."  WTiile  Mor- 
ris presses  construction  of  a  $6-mil- 
lion  addition  to  the  Bubble  Yum 
plant,  point-of-sales  racks  are  filling 
up  with  Dubble  Bubble,  Bazooka, 
Razzles,  Trident,  Gumniks,  Bozo  and 
Big  Buddy. 

Psychic  Satisfaction? 

Why?  It's  anybody's  guess.  For  one 
thing,  the  bubble-gum  bubble  is  sup- 
ported by  a  high-powered  advertis- 
ing campaign  by  most  manufactvirers. 
Psychologists  and  market  researchers 
who  have  been  chewing  over  the 
question  suggest  that  all  gum  sales  go 
up  during  times  of  stress,  and  that 
chewing  gum  reduces  tension.  Young 
Brian  says  it's  the  flavor:  "Now  they 
have  bubble  gum  that  tastes  like  ice 
cream,  chocolate,  vanilla  and  straw- 
berry." Modem  bubble  gum  delivers 
a  burst  of  flavor  that  makes  conven- 
tional gum  taste  tame  by  comparison. 


And  Brian  also  collects  baseball  cards 
that  come  with  some  brands— a  fix- 
ture with  bubble  gum  for  much  of  its 
48-year  history. 

For  an  industry  steeped  in  nostalgia 
and  clean-cut  American  traditions,  the 
bubble  gum  business  is  marked  by 
cutthroat  competition.  Last  year  pri- 
vate Fleer  Corp.,  the  granddaddy  of 
the  industry,  which  invented  buljble 
gum  back  in  1928,  sued  Topps  Chew- 
ing Gum,  Inc.,  currently  the  indus- 
try leader— not  over  its  gum,  but  over 
its  baseball  cards.  Fleer  charges  that 
Topps  raked  in  $6  million  on  its  pop- 
ular cards  in  1974  and  that  its  con- 
tracts with  baseball  players  give  the 
Brooklyn-based  manufacturer  a  mo- 
nopoly in  violation  of  antitrust  laws. 
The  Federal  Trade  Commission  in 
1965  ruled  in  favor  of  Topps  on  simi- 
lar antitrust  grounds. 

The  secretiveness  of  the  industry 
makes  absolute  numbers  hard  to  come 
by,  but  the  best  estimates  are  that 
bubble  gum  sales  today  represent 
about  20%  of  the  $650  million  to  $700 
million  total  chewing  gum  market; 
nearly  half  is  in  the  rapidly  growing 
sugarless  bubble  gum  market. 

While  Topps  still  leads  the  pack- 
John  Jensen  of  White,  Weld  estimates 
that  85%  of  its  fiscal  1976  sales  of 
$55  milhon  came  from  bubble  gum 
products— others  are  pressing  on  its 
heels:  Warner- Lambert's  American 
Chicle  with  Trident  sugarless  bubble 
gum,  Amurol's  Blammo  (which 
changed  its  name  from  Whammo 
last  summer)  and  Life  Savers'  two 
brands.  Bubble  Yum  and  Carefree 
sugarless. 

Market,  ah,  elasticity  would  seem 
to  be  an  open  question.  Topps  Presi- 
dent Joel  Shorin  believes  the  in- 
creased competition  will  expand  it  by 
making  consumers  more  aware  of 
bubble  gum.  Life  Savers'  Morris  says 
bubble  gum  sales  have  been  a  net 
addition  to  his  business  and  have  not 
cannibalized  other  gum  sales.  And 
there  are  no  signs  that  the  bubble  is 
about  to  burst. 

Even  the  generation  gap  has  been 
bridged.  A  recent  episode  of  Kojak 
revealed  TeUy  Savalas,  without  his  fa- 
miliar sucker,  popping  bubbles  in  the 
face  of  hapless  criminals.  ■ 
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The  Remaking 

Of  International  Paper 


Stan  Smith  can  claim  only  partial  credit  for 
International  Paper's  present  good  fortunes. 
But  he'll  deserve  immense  credit — or  blame — 
for  what  happens  after  he  retires. 

J.  Stanford  Smith  is  a  lucky  man. 
He  stepped  into  the  chief  executive 
spot  at  International  Paper  Co.  in  Jan- 
uary 1974  just  as  the  company  was 
mounting  the  crest  of  the  greatest 
profits  surge  in  its  modern  history. 
Thanks  to  a  continuing  boom  in  the 
paper  industry  in  1974,  and  holding 
the  line  on  prices  in  the  face  of  a 
demand  slump  in  1975,  IP  rode 
through  the  1974-75  recession  with 
the  best  earnings  in  the  company's 
history.  Although  down  from  the  23% 
return  on  equity  of  1974,  Interna- 
tional Paper  earned  a  decidedly 
above-average  return  of  16%  in  1975, 
a  year  when  many  big  corporations 
were  sagging  badly.  IP's  stock  has 
doubled  from  the  level  of  the  early 
Seventies  and  now  commands  a  pre- 
mium price/ earnings  ratio.  Not  only 
was  paper  booming.  Smith  had  the 
advantage  of  several  years  of  top- 
notch  staff  work  by  his  predecessors. 

Instead  of  sitting  back  and  coast- 
ing, however,  Smith  has  launched 
one  of  the  toughest  and  most  far- 
reaching  corporate  reorganizations 
ever  attempted  at  a  huge  company. 
The  old  International  Paper  was  a 
cyclical  company,  dependent  on  a  sin- 
gle product,  a  product  subject  to  wide 
swings  in  profitability.  When  Smith 
is  finished  he  hopes  to  have  fashioned 
a  durable  organization  that,  like  Gen- 
eral Electric  where  he  spent  most  of 
his  working  life,  will  be  largely  the 
master  of  its  own  fate. 

Smith  has  a  great  deal  to  work 
with.  IP  is  the  world's  largest  paper 
company,  with  $3-billion  sales  last 
year  on  which  it  earned  $218  mil- 
lion. Il  is  also  probably  the  world's 
largest  i)rivate  landowner,  with  8.5 
million  acres  in  the  U.S.  and  Canada; 
it  has,  in  addition,  cutting  rights  on 
another  12.8  million  acres,  plus  the 
right  to  harvest  wood  volume  in  Que- 
bec equivalent  to  the  output  of  an- 
other 2.7  million  acres. 

What  are  all  those  acres  and  trees 
worth?  That  is  not  quite  the  question, 
since  no  one  proposes  liquidating  the 
company.  The  real  question  is:  How 
can  these  assets  be  worked  so  as  to 
provide  high  and  rising  profits? 

IP's  problem  was  painfully  simple: 


IP's  Smith:  The  look  of  success 

It  had  grown  up  to  think  of  itself  al- 
most solely  as  a  paper  and  paper 
products  company.  Hence  the  only 
purpose  of  IP's  magnificent  landhold- 
ings  was  to  provide  pulp  for  the  pa- 
per mills:  "The  company,"  says  John 
Stephens,  vice  president  for  wood 
products  and  resources,  "had  made  a 
conscious  decision  to  maximize  pulp 
wood  output."  With  this  outlook  went 
the  corollary  that  production  men  de- 
cided what  to  produce,  and  market- 
ing men  ate  what  was  set  before 
them.  "We've  gotten  away  from  all 
that,"  says  Smith.  "Now  we  think  of 
how  to  make  the  maximum  use  of  our 
resources.  We  had  to  stop  thinking  of 
ourselves  as  being  in  the  paper,  or 
even  in  the  forest  products  business. 
We're  in  the  land  resource  manage- 
ment business." 

As  an  obvious  case  in  point,  IP 
now  strives  to  extract  the  highest  val- 
ue from  its  trees— and  its  land.  If  trees 
can  be  made  into  higher  priced  lum- 
ber and  building  materials,  that  is 
what  they  are  used  for;  only  the  resid- 
uals are  ground  into  pulp  for  paper. 


If  land  can  be  better  used  for  agri- 
culture or  real  estate,  that  is  what  it 
is  earmarked  for.  And,  for  the  first 
time,  there  is  an  active  effort  to  ex- 
ploit the  subsurface  resources  of  the 
land— oil,  gas,  coal  and  other  min- 
erals. That  efiFort  culminated  in  the 
February  1975  merger  {see  box,  p. 
28)  with  General  Crude  Oil  Co. 

All  this  is  easily  said,  but  not  so 
easily  done.  Merely  to  begin  to  get 
these  goals  accepted  across  the  com- 
pany, with  its  52,700  employees,  and 
to  express  them  in  a  corporate  reor- 
ganization effective  last  Feb.  1  has 
stretched  the  talents  and  often  the 
patience  of  several  top  executives  be- 
fore and  including  Smith.  It  has  re- 
quired the  recruiting  of  dozens  of  new 
managers  brought  into  IP  from  other 
companies.  And  it  has  cost  IP  the  ser- 
vices of  President  Judson  Hannigan, 
a  veteran  paper  man  who  is  generally 
conceded  to  be  one  of  the  best  pro- 
duction men  in  the  business.  Hanni- 
gan now  heads  Continental  Group's 
brown  paper  operations. 

What  brought  on  the  reorganiza- 
tion at  IP  was  the  fix  the  company 
found  itself  in  early  in  the  1970s. 
John  Hinman,  the  patriarch  of  IP's 
guiding  family  for  decades,  had  left 
the  company  asset-rich  and  debt-free 
when  te  stepped  down  in  the  early 
1960s.  His  son  Edward  became  presi- 
dent in  1966  at  a  time  when  IP's  am- 
ple as.sets,  freedom  from  debt  and 
poor  earnings  record  made  it  an  ob- 
vious target  for  conglomerate  lake- 
over  artists,  then  riding  high. 

Eddie  Hinman  had  a  certain  shy 
charm,  but  apparently  few  of  the  oth- 
er qualities  needed  to  run  the  world's 
largest  paper  company.  "I  never  once 
heard  him  make  a  decision,"  says  for- 
mer IP  Executive  Vice  President 
Arthur  Taylor,  now  president  of  CBS. 
"He'd  say.  That's  very  interesting,'  '| 
and  leave  the  room." 

Yet  Eddie  Hinman,  partly  becau.se 
of  the  circumstances  in  which  the 
company  found  itself,  was  forced  to 
make  some  important  decisions— most 
of  which  turned  out  to  be  wrong. 
With  takeover  money  flowing  freely 
on  Wall  Street  and  a  whole  pack  of 
corporate   gunslingers   on    the   prowl, 
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two  things  were  desirable:  1)  for  IP 
to  have  more  debt  and  less  cash,  lest 
the  company  merely  help  finance  its 
own  takeover;  2)  for  some  substantial 
blocks  of  IP  stock  to  be  in  friendly 
hands.  Both  purposes  could  be  served 
by  a  few  timely  acquisitions— which 
would  also  serve  to  stem  the  mount- 
ing criticism  of  IP's  preoccupation 
with  paper  and  paper  products. 

So  in  just  two  years  between  1968 
and  1970,  IP: 

•  Acquired  Davol  Inc.,  a  maker  of 
urological,  surgical,  infant-care  and 
home-health  items,  for  $98.5  million. 

•  Bought  American  Central,  a 
Michigan-based  developer  of  second 
homes,  for  $12  million  in  stock. 

•  Decided  to  build  a  $50-miUion 
plant  in  Oxnard,  Calif,  to  make  con- 
sumer tissues  and  disposable  diapers 
for  the  U.S.  market,  products  with 
which  it  had  already  been  success- 
ful in  Canada. 

•  Bought  Donald  L.  Bren  Co.,  a 
California  developer  of  planned  com- 
munities, for  $34  million  in  stock. 

Unfortunately,  only  Davol  worked 
out.  The  tissue  operation  ran  up  near- 
ly $14  million  in  aftertax  losses  in 
its  first  two  years.  Donald  L.  Bren  be- 
gan falling  apart;  American  Central 
was  clobbered  by  the  recession  in  real 
estate.  IP,  which  could  barely  man- 
age its  own  basic  business,  was  in  no 
shape  to  form  any  rescue  parties.  Pa- 
per had  always  been  highly  cyclical, 
and  when  demand  fell,  IP's  automatic 
response  was  to  slash  prices  and/ or 
pile  up  inventory  in  an  effort  to  keep 
production  up.  The  company  did  not 


really  manage  its  business.  It  simply 
tried  to  live  with  it. 

The  real  change  began  in  mid- 1970 
when  IP  Chairman  Frederick  Kappel, 
former  American  Telephone  &  Tele- 
graph chairman  who  had  become 
head  of  IP's  board  in  1969  at  Hin- 
man's  urging,  approached  former 
Western  Electric  President  Paul  Gor- 
man about  taking  charge  at  IP.  Gor- 
man left  AT&T  in  1969  on  being 
passed  over  for  the  chairmanship,  and 
spent  nine  unhappy  months  as  Penn 
Central's  undertaker  before  retiring. 

Sick  of  corporate  hassles  and  want- 
ing a  long  vacation,  Gorman  first  said 
no  to  Kappel.  But  six  months  later  he 
said  yes,  on  condition  he  could  leave 
by  the  end  of  1973.  ("I  thought  I 
could  do  the  job  in  three  years,"  he 
recalls,  "and  I  knew  that  if  I  couldn't, 
no  one  else  could.")  In  February  1971 
Kappel,  with  solid  board  support,  told 
Hinman  he  would  have  to  go. 

The  first  reorganization  round 
came  within  weeks.  Then  in  April, 
Judson  Hannigan,  then  manufacturing 
vice  president,  was  made  executive 
vice  president  for  production  and 
marketing.  Arthur  Taylor  was  pro- 
moted from  finance  vice  president  to 
executive  vice  president  for  finance 
and  planning.  And  Joseph  P.  Monge, 
now  IP  vice  chairman,  was  packed 
off  to  straighten  out  Canadian  Inter- 
national Paper,  Canada's  largest  pa- 
per company,  producing  25%  of  IP's 
sales  but  then  losing  money.  Monge 
was  in  Canada  only  about  a  year, 
but  in  that  time  he  made  decisions  so 
that,  he  says  proudly,  "in  three  years. 


As  its  greater  diameter  shows,  IPs  Supertree  (left)  yields  far  more  wood 
fiber  than  other  trees  the  same  age.  Smith  is  counting  on  Supertrees  to  brinj 
nternational  Paper  closer  to  fiber  self-sufficiency  in  the  1980s. 


we  made  three  times  the  highest  prof- 
it in  CIP's  history." 

Meanwhile  Taylor  (later  succeeded 
by  Arthur  Harrigan,  another  Western 
Electric  man)  began  the  urgently 
needed  reorganization  of  IP's  finan- 
cial side.  Nothing  fancy,  you  under- 
stand: "Most  of  the  changes  were  so 
basic,"  says  a  Taylor  staffer,  "that  to 
anyone  with  a  sophisticated  financial 
background  there  was  nothing  un- 
usual about  the  system  he  left  behind. 
But  in  the  context  of  International 
Paper  it  was  revolutionary." 

For  example,  Taylor  required  new 
investments  to  return  10%  after  taxes. 
And  perhaps  most  important,  in  a 
production-oriented  company  where 
mill  managers  had  traditionally  treat- 
ed financial  men  in  the  field  as  mere 
bookkeepers,  it  was  decreed  that  the 
financial  man  on  the  spot  must  ap- 
prove an  investment  request  before  it 
was  submitted  to  headquarters.  As 
Taylor  puts  it,  "We  made  sure  that 
down  at  the  mill  level  that  poor  ac- 
countant, who  had  been  beleaguered 
and  badgered  and  harassed  and  dis- 
regarded, at  last  began  to  count  for 
something." 

One  immediate  result  was  a  sharp 
drop  in  capital  spending,  from  $175.5 
miUion  in  1970  to  $110.5  million  in 
1971.  "There  was  a  lot  of  give  and 
take.  Some  of  it  not  too  friendly,"  re- 
calls Taylor. 

Tunnel  Vision 

Gorman  meantime  was  giving  the 
same  close  attention  to  IP's  general 
business  practices.  "Tunnel  vision, 
they  have  tunnel  vision,"  he  would 
growl,  shaking  his  head.  He  was  ap- 
palled by  the  industry's  relaxed  cus- 
toms. "Gorman  said,  'If  a  guy  can't 
pay  his  bill,  he's  not  going  to  get 
any  paper,' "  recalls  Joe  Monge. 
"That  was  unheard  of.  A  guy  can't 
pay  this  month's  shipment?  He  paid 
last  month:  In  due  course,  we'll  catch 
up  with  him.  And  in  due  course, 
the  guy  ran  up  bills  that  he  could 
never  pay." 

Gorman  cut  receivables  by  $22  mil- 
lion that  first  year,  inventories  by  $63 
million  over  his  three- year  tenure.  He 
tacked  a  $78-million  reserve  onto 
1970's  annual  report  for  plant  clos- 
ings, and  added  another  $25  million 
in  1971  to  write  off  the  tissue  plant, 
which  was  closed  in  1973  after  just 
2M  years.  Donald  L.  Bren,  which  had 
originally  cost  $35  million  in  stock, 
was  sold  back  to  its  original  owner 
for  just  $3.5  million. 

Having  stopped  the  bleeding  from 
these  and  other  ill-considered  diversi- 
fications, Gorman  turned  to  IFs  min- 
erals, then  yielding  the  company  un- 
der $1  million  annually.  A  geological 
survey,  done  in  1973,  concluded  that 
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v    „...    ..     .tatistical  probability," 

>ased  on  similar  geological  structures 
isewhere,  that  IP  had  some  300  mil- 
laa  barrels  of  oil  or  oil  equivalents 
tisder    its    2.9   million    acres    in    the 
South.  That  much  oil  could  be  worth 
$1  billion  or  more  even  in  the  ground; 
it   was   yielding   IP  next   to   nothing. 
IP  began  looking  to  acquire  the  ex- 
pertise it  needed  to  develop  the  oil. 

The  entire  oil  industry  yielded  but 
five  prospects  that  were  both  of  the 
right  size  and  well-run  enough  to 
meet  IP's  tough  criteria;  one  of  the 
five  was  General  Crude  Oil  Co.  It 
was  a  small  company  with  proven  re- 
serves of  115  million  barrels  of  oil 
and  340  billion  cubic  feet  of  gas. 
GCO  had  promising  exploration  areas 
offshore  and  in  Canada,  and  in  Alas- 
ka held  a  20%  share  of  exploration 
rights  on  8  million  acres  of  Indian 
land.  GCO  had  also,  at  a  time  when 
secondary  oil  recovery  was  uneconom- 
ic, developed  its  own  secondary  re- 
covery method  in  the  conviction  that 
oil  prices  would  have  to  rise.  "Gener- 
al Crude  met  our  requirements,"  says 
Marc  Wray,  whom  Taylor  brought 
in  to  look  at  diversification  oppor- 
tunities,   "and   met   'em    better   than 


any  other  company  in  the  industry." 
General  Crude  was  also  avail- 
able. Some  63%  of  the  stock  was 
owned  by  the  Pew  Memorial  Trust,  a 
charitable  trust  that  also  owns  34% 
of  Sun  Oil.  The  Government  had  re- 
cently changed  the  ground  rules  on 
charitable  trusts,  and  Pew  needed 
cash.  In  February  of  1974  IP  began 
a  comic  opera  negotiation  with  Phil- 
adelphia's Glenmede  Trust  Co.,  which 
managed  Pew's  assets;  the  merger 
was  finally  completed  only  in  Febru- 
ary 1975  (see  box). 

By  then  IP  was  well  into  another 
round  of  major  internal  changes.  Gor- 
man had  quit  as  chairman  and  CEO 
after  his  promised  three  years,  and 
had  been  succeeded  in  January  1974 
by  Stan  Smith,  who  was  available  be- 
cause he  had  been  passed  over  for  the 
top  spot  at  General  Electric.  With 
Smith,  Jud  Hannigan  moved  in  as 
president. 

Gorman,  Taylor,  et  al  had  started 
to  reorient  the  company;  Smith's  job 
was  to  build  from  there.  Smith  has 
continued  the  fight  against  the  "tun- 
nel vision"  of  which  Gorman  com- 
plained by  moving  people  around  the 
company    GE    style— financial   people 


The  explosive  growth  outside  the  central  cities,  and  the  resulting  insa- 
tiable demand  for  telephone  and  power  poles,  has  made  pole  timber  easily  the 
most  profitable  form  of  lumber,  exceeding  even  saw  timber  and  plywood. 


into  production,  production  people  in- 
to marketing,  marketing  people  into 
finance.  Smith  has  stepped  up  the 
Gorman  practice  of  hiring  from  out- 
side: Of  IFs  120  top  executives,  for 
example,  half  have  been  there  less 
than  five  years.  Along  the  way  there 
were  also  some  departures,  including 
that  of  President  Judson  Hannigan. 

Hannigan  left  in  the  course  of  a 
reorganization  intended  to  cut  IP's 
*  heavy  dependence  on  paper,  which  in 
1973  accounted  for  86%  of  sales.  Lum- 
ber, plywood  and  building  materials 
made  up  only  12%,  though  IP  had 
been  in  wood  products  at  least  since 
its  acquisition  of  Long-Bell  Lumber 
back  in  John  Hinman's  day. 

Smith  is  merely  citing  an  industry 
truism  when  he  says,  "You  get  your 
highest  value  from  using  trees  as 
poles,  the  next  highest  from  lumber, 
then  plywood.  Paper  is  last." 

Telephone  Peddlers 

So  in  the  last  two  years  IP  has 
doubled  its  lumber  and  plywood  ca- 
pacity—and also  revealed  a  glaring 
marketing  weakness.  IP's  wood  prod- 
ucts sales  force  consisted  mainly  of 
telephone  peddlers  of  lumber;  its 
products  were  actually  moved  by 
companies  like  Champion  Internation- 
al and  Georgia-Pacific— which  in  slack 
times  naturally  gave  preference  to 
their  own  products.  Smith  is  now  cre- 
ating a  wood  products  marketing 
force  and  distribution  network,  sched- 
uled for  completion  in  18  months. 

Certain  recent  land  purchases  were 
also  aimed  mainly  at  strengthening 
IP's  wood  products,  notably  the 
50,000  acres  of  U.S.  Steel  land  in  Ala- 
bama for  which  IP  paid  a  fantastic 
$65  million-$  1,300  an  acre,  vs.  the 
$300  to  $400  that  timberland  more 
commonly  brings.  But  it  was  not  ordi- 
nary timberland:  "U.S.  Steel  had  done 
nothing  to  that  land  in  the  last  55 
years  except  manicure  it,"  says  wood 
resources  boss  John  Stephens.  "It  was 
unbelievable.  Every  tree  on  that  land 
was  a  pole." 

In  paper  and  paper  products.  Smith 
applied  the  Boston  Consulting  Group's 
so-called  growth-share  matrix  ap- 
proach (Forbes,  May  15,  1974).  IP 
looked  at  all  its  product  lines  in  terms 
of  their  growth  rate  and  IP's  market 
share.  This  isolated  the  areas  where 
IP  could  grow  profitably  and  fast  as 
opposed  to  those  with  low  potential, 
enabling  the  company  to  channel  its 
investment  funds  to  the  former  and 
pull  out  of  the  latter.  For  example, 
expecting  the  demand  for  milk  cartons 
to  level  off  (among  other  reasons,  he- 
cause  of  the  end  of  the  baby  boom), 
IP  has  cut  the  number  of  its  milk 
carton  plants  from  16  to  ten.  But  it  is 
expanding  its  white  paper  mill  at  Aii- 
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droscoggin,  Me.  by  64%  at  a  cost  of 
$175  million,  and  its  bleached  board 
and  market  pulp  mill  at  Texarkana, 
Tex.  by  150%  for  $155  million. 

IFs  landholdings  are  now  being 
treated  in  a  number  of  sharply  dif- 
ferent ways.  To  lift  the  production  of 
saw  timber  rather  than  pulp,  IP's  har- 
vesting cycle  in  much  of  the  South 
has  been  extended  from  25  years  to 
35  years— the  extra  years  are  well 
worth  the  wait  in  terms  of  profits.  An- 
other 110,000  acres  have  been  desig- 
nated as  real  estate  to  be  sold  off— 
not  developed  by  IP  in  the  fashion 
that  proved  so  troublesome  during  the 


With  long  harvesting  cycles  (35  years  and  up),  IP  can  encourage  the  use 
of  its  land  for  other  purposes,  like  camping,  in  between.  The  products  of 
the  land,  like  these  containers  (below),  are  shipped  all  over  the  world. 


carried  out  gently.  For  example,  top 
managers  were  told— not  asked— who 
would  be  working  for  them  in  what 
positions. 

Even  after  the  acquisition  of  Gen- 
eral Crude,  IP  is  still,  and  will  re- 
main for  years  to  come,  overwhelm- 
ingly a  paper  company.  It  is  doing 
well  today  because  the  paper  busi- 
ness has  improved;  the  real  test  will 
come  when  it  turns  down  again  per- 
haps two  years  hence. 

In  the  meantime.  Smith  has  a  big 
job  to  do  merely  to  make  the  new 
setup  a  reality  instead  of  an  organiza- 
tion chart.  There  are  still  plenty  of 
personnel  holes.  Of  the  three  group 
executive  slots.  Smith  is  now  filling 
one  and  Joe  Monge  (who  hopes  to 
retire  later  this  year)  the  other  two. 
Still  other  slots  are  being  filled  with 
people  who  also  have  other  jobs. 

This  building  of  a  hiunan  organi- 
zation must  be  done  while  Smith 
pushes  on  into  wood  products,  min- 
erals, real  estate,  agriculture  and  oth- 
er diversifications.  Smith  also  wants 
an  enormous  expansion  of  IP's  inter- 
national operations  outside  Canada 
within  a  decade.  For  example,  IP  is 
looking  actively  in  Brazil  and  else- 
where for  sites  for  paper  operations. 

Does  IP  have  the  financial  re- 
sources for  such  ambitions?  Besides 
paying  $166  million  cash  for  General 
Crude,  IP  assumed  $323  million  in 
debt.  Add  to  that  the  cost  of  the  U.S. 
Steel  property  and  260,000  acres  of 
Arkansas  timberland,  plus  a  continu- 
ing substantial  plant  and  equipment 
program  that  ran  $365  million  in 
1975.  Even  with  its  enormous  cash 
flow  from  profits,  from   depreciation 


second-home  boom  of  the  late  Six- 
ties. Another  40,000  acres  are  ear- 
marked for  farming;  IP  is  already  one 
of  the  largest  U.S.  growers  of  rice, 
sphtting  a  40,000-ton-a-year  crop 
with  its  fanners.  Smith  expects  IP  to 
do  much  more  corporate  farming  in 
the  future. 

In  the  process  of  reorganizing,  IP's 
operating^authority  was  decentralized, 
and  groups  of  mills  were  made  in- 
dividual profit  centers  under  division- 
al general  managers.  The  divisions  will 
report  to  three  group  executives— for 
paper  and  wood  products,  interna- 
tional operations,  and  diversified  busi- 
nesses. Hannigan  was  to  be  offered 
the  international  position,  which 
would  have,  stripped  him  of  much  of 
his  authority  as  well  as  removing  him 
from  the  paper  business.  A  paper 
man  to  the  core,  Hannigan  quit. 

Harmigan's  was  not  the  only  ego 
bruised  in  the  reorganization.  The 
kind  of  thorough  reorientation  that 
Stan  Smith  had  in  mind  could  not  be 
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nd  f)om  squeezing  capital  out  of  de- 
lining  parts  of  the  business,  IP  isn't 
generating  that  kind  of  money.  Its 
long-term  debt  has  already  mounted 
to  $1.1  billion,  40%  of  total  capitaliza- 
tion. Therefore,  IP  will  almost  cer- 
tainly have  to  do  some  equity  financ- 
ing—perhaps as  much  as  $150  million 
in  the  next  two  years.  In  this  respect, 
Stan  Smith  has  already  done  splendid 
work:  By  persuading  Wall  Street  and 
professional  investors  that  IP  is  now 
a  growth  company,  he  has  helped 
push  the  stock  to  where  it  sells  at  a 
120%  premium  over  book  value— a 
level  where  equity  financing  need  not 

A  Philadelphia  Story 

If  it  were  a  sex  comedy,  you  could 
call  it  Musical  Beds.  Only  this  was 
big  business,  not  show  business.  And 
as  International  Paper's  Vice  Chair- 
man Joe  Monge  says:  "The  line  be- 
tween tragedy  and  comedy  is  thin." 

The  plot:  Rich,  sexy  girl  has  two 
handsome,  eligible  suitors;  she  flirts 
with  both,  playing  one  against  the 
other.  The  girl:  a  pure  Main  Line 
product,  Glenmede  Trust  Co.,  man- 
ager of  the  tax-exempt  Pew  Memorial 
Trust's  assets,  including  63%  of  Gen- 
eral Crude  Oil.  Successful  suitor:  IP. 
Jilted  fiance:  Dow  Chemical  Co. 

It  all  began  in  February  1974, 
when  IP's  board  authorized  Monge 
to  negotiate  to  buy  General  Crude. 
The  offer  was  made  in  June:  $45  a 
share— $437  million  in  cash  and  8.75% 
notes— over  $250  million  to  Glenmede. 

But  General  Crude,  for  tax  reasons, 
decided  it  wanted  a  stock  swap  rather 
than  cash.  Its  management  put  out  a 
brochure  and  started  looking  for  such 


be    painful    to    existing    stockholders. 

All  the  predictions  are  that  the  pa- 
per business  will  remain  highly  prof- 
itable—at least  for  the  next  couple  of 
years.  Given  this  good  fortune,  is 
Stan  Smith's  reorganization  and  di- 
versification really  necessary?  Is  it 
worth  the  cost  in  money  and  bruised 
feelings  and  aborted  careers?  The 
best  answer  is:  The  time  to  prepare 
for  adversity  is  during  prosperity,  for 
you  don't  turn  a  multibillion-doUar 
business  around  on  a  dime. 

Therefore,  the  real  tests  of  Smith's 
work  lie  ahead:  Can  IP  grow  its  own 
managers  instead  of  importing  them 


in  wholesale  lots?  Will  the  company 
be  able  to  buck  the  next  recession  in 
paper  better  than  it  did  those  of  the 
Sixties  and  early  Seventies?  And  will 
the  nonpaper  parts  of  the  business, 
especiaUy  oil,  produce  a  regular  and 
growing  sbeam  of  earnings?  Since  he 
is  already  61,  Smith  will  probably  be 
contemplating  the  consequences  of 
his  work  from  retirement  rather  than 
^from  the  executive  suite.  That's  the 
way  it  is  in  big  business:  Where  a 
company  is  today  depends  chiefly  on 
things  done  a  decade  ago;  where  it 
will  be  tomorrow  depends  on  what  is 
done,  undone  or  not  done  today.  ■ 


a  deal.  On  July  9  IP  withdrew  its 
offer.  Says  General  Counsel  William 
Lurie:  "We  got  tired  of  being  the 
target  painted  on  the  wall  for  every- 
one else  to  shoot  at." 

By  that  time,  suitors  were  collect- 
ing like  the  stag  line  at  a  Lester 
Lanin  society  soiree:  Ethyl  Corp., 
Getty  Oil,  Superior  Oil,  Kerr-McGee 
—and  Dow,  which  was  looking  for  a 
captive  producer.  On  Aug.  12  Gen- 
eral Crude's  management  agreed  to 
sell  for  $419.4  million  in  Dow  stock- 
provided  Glenmede  went  along.  Glen- 
mede iavited  IP  to  bid  again,  and 
scheduled  an  Aug.  16  board  meeting 
to  make  its  decision. 

An  IP  delegation  flew  to  Philadel- 
phia, and  Monge  made  his  pitch  be- 
fore General  Crude's  board  convened: 
still  $45  a  share  in  cash  or  notes,  but 
a  higher  interest  rate  of  9.5%. 

While  the  Glenmede  board  deliber- 
ated, Monge  and  the  IP  group  waited 
in  an  adjoining  room.  At  nearby  St. 
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David's  Inn  was  the  Dow  team: 
Chairman  Carl  Gerstackcr,  Financial 
Vice  President  Paul  Oreffice  and  R.W. 
Barker,  assistant  general  counsel. 

Then,  in  mid-meeting,  Monge  de- 
cided to  up  IP's  offer  again:  $47.50 
a  share,  increasing  Glenmede's 
take  by  $14  million.  Glenmede  Presi- 
dent Allyn  Bell  called  Gerstacker. 
Would  Dow  match  it?  Gerstacker 
said  no. 

So  that's  it,  right?  IP  wins?  Wrong. 
Bell  informed  a  stunned  Monge  that 
tax-exempt  Glenmede  was  accepting 
Dow's  offer.  Capital  gains  had  been 
an  important  factor. 

But  the  play  is  not  over.  In  the 
next  act,  Monge  raised  the  offer  yet 
again,  to  $50  a  share,  murmuring 
pointedly  about  Glenmede's  fiduciary 
responsibilities  and  speculating  as  to 
whether  somebody  on  the  Glenmede 
hoard  might  have  had  personal  rea- 
sons to  favor  a  tax-free  exchange 
over  a  cash  offer  $28  million  higher. 

That  did  it.  On  Sept.  4,  Glenmede's 
lx)ard  revoked  the  Dow  agreement 
and  asked  the  Philadelphia  County 
Court  of  Common  Pleas  whether  it 
agreed  that  the  IP  offer  must  be  ac- 
cepted. The  a)urt  agreed.  Finally,  on 
Feb.  10,  1975,  General  Ci-ude  for- 
mally became  a  part  of  International 
I'aper.  The  deal  took  a  full  year  and 
cost  IP  $489  million,  $50  million  more 
than  it  originally  offered. 

Despite  the  higher  price,  IP  has 
reason  to  be  happy  with  the  final 
deal.  It  acquired  petroleum  reserves 
at  $2.50  an  equivalent  barrel,  and 
General  Crude  sold  oil  last  year  at 
more  than  $7.  Because  IP  paid  cash 
rather  than  stock,  it  can  deplete  $419 
million  in  oil  production,  and  it  avoids 
equity  dilution. 

But  now  the  jilted  suitor  is  suing 
for  alienation  of  affections.  Dow  filed 
a  damage  suit  against  IP  that  goes  to 
trial  next  month  in  Philadelphia. 

Stay  tuned.  Maybe  there'll  he  ;i 
Philadelphia  Story  II. 
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We'll  take  on  the  most 
demanding  business  traveller 

in  the  world. 


For  more  than  forty-five  years  Swissair  has  been 
flying  businessmen  to  their  appointments  around 
the  world.  And  it  hasn't  been  easy. 

Smiles  don't  come  easy. 

A  demanding  busi- 
ness traveller  is  about 
the  most  demanding 
passenger  any  airline 
can  take  on.  To  him 
a  ticket  is  a  contract. 
He  e>qDects  as  much 
from  us  as  any  other 
supplier  that  he  does 
business  with.  He  also 
assumes  that  we're  going  to  be  courteous,  clean, 
and  caring.  And  give  more  than  a  smile  when  he 
makes  a  request.  So  if  we  can  please  him,  we'll 
know  we've  got  quite  an  airline. 

First  class  on  every  flight  is  a  must. 

When  a  business  traveller  is  accustomed  to  all 
the  comforts  of  first  class,  he  ought  to  have  them. 
But  many  airlines  schedule  all-economy  flights. 
Every  one  of  Swissair's 
731  flights  a  week  has^„.^YM"^Q  B 
first  class  service. 
And  in  our 
business,  as 
in  yours,  practice 
makes  perfect.  Just  ask 
anyone  who's  flown  Swissair's 

We  go  where  he  goes  or  else. 

A  business  traveller  isn't  going  to  stick  with  an 
airline  that  can't  take  him  where  his  business  takes 


him.  That's  why  as  business  has  become  more 
and  more  international,  the  Swissair  network  has 
spread  out  wider  and  wider.  At  last  count  we  flew 
to  87  cities  in  63  countries  on  5  continents.  We're 
a  true  world  wide  airline. 


A  'k'k'k'k  restaurant  in  the  air. 

If  you  don't  expect  much  of  airline  food  then 
you  probably  haven't  had  the  opportunity  to  fly 
Swissair.  While  it's  difficult  to  describe  in  words 
what  food  tastes  like,  we  can  promise  Swissair's 
cuisine  is  consistent  with  the  quality  of  the  other 
services  we  offer  our  passengers. 

On  time  connections. 

The  demanding  business  traveller  expects  an 
airline  to  run  the  same  way  his  life  does.  On  time. 
Without  excuses.  He  also  demands  regular  flights 
at  convenient  hours.  So  we  fly  from  New  York, 
Boston,  or  Chicago  to  Switzerland  every  day. 
Leaving  after  the  business  day  here  and  arriving 
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at  the  beginning  of  the  very  next  business  day 
there.  It's  typical  of  the  regular  flights  we  have  to 
all  the  business  capitals  of  the  world,  whether 
they're  in  Eastern  or  Western  Europe,  Africa,  the 
Mideast  or  Asia. 

If  you  haven't  flown  Swissair  yet,  you've  prob- 
ably heard  about  us  from  demanding  business 
travellers  of  your  acquaintance.  Unless  our  rumors 
are  different  than  yours,  you've  been  hearing 
some  rather  nice  things.  We're  proud  of  that  rep- 
utation. One  of  the  reasons  we  have  it  is  that  the 
people  who  run  Swissair  are  also  quite  demand- 
ing. But  that's  understandable.  They're  Swiss 
businessmen. 

For  reservations  and  information  about  any  of 
Swissair's  wide-body  flights  from  New  York, 
Boston,  Chicago,  Toronto  and  Montreal  see  your 
TRAVEL  AGENTS  corporate  travel  consultant, 
or  your  local  Swissair  office. 

SWISSAIR ->• 

We  take  on  the  world's 
most  demanding  business  travellers. 
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Bache  has  lost  position  but  gained  in  prestige.  Credit 
Chairman  John  Leslie's  style  for  both  situations. 

"You  have  heard  about  the  Lehman 
art  collection,"  says  John  Leslie,  65, 
chief  executive  since  1969  of  Bache 
Halsey  Stuart  (formerly  Bache  & 
Co.)-  "The  Bache  collection,  which 
is  also  displayed  at  the  Metropolitan 
Museum,  can  match  theirs  in  every 
respect."  (That  is  a  matter  of  opinion. 
Jules  Bache  concentrated  on  15th- 
and  16th-century  Old  Masters;  Robert 
Lehman  was  a  bit  more  eclectic.) 

The  Viennese-bom  Leslie,  a  small, 
courtly  man  with  a  cultured  German 
accent,  cares  a  great  deal  about  such 
affairs  of  dignity.  He  was  tough 
enough  to  keep  Bache  afloat  during 
the  stormy  days  of  the  early  Seven- 
ties when  other  firms  went  under  or 
had  to  merge.  But  being  a  good  Con- 
tinental, he  never  lost  sight  of  the 
need  to  improve  Bache's  image. 

Bache  was  known  as  a  trading  firm, 
a  wirehouse  catering  to  in-and-out 
traders  and  margin  speculators.  It  xm- 
derwrote  shaky  new  issues.  While  it 
was  No.  Two  behind  Merrill  Lynch 
in  revenues  and  net  worth,  one  bro- 
kerage house  analyst  recalls:  "They 
seemed  more  at  home  on  Seventh 
Avenue  than  Wall  Street." 

Under  Leshe's  stewardship  Bache's 
reputation  on  Wall  Street  has  im- 
proved immeasurably.  On  May  18, 
American  Telephone  &  Telegraph  an- 
nounced that  Bache  Halsey  Stuart 
would  co-manage  its  huge,  12-milIion- 
share  ofi^ering  scheduled  for  June  16. 
In  cracking  AT&T's  traditionally  ex- 
clusive fraternity  of  investment  liank- 
ers— Morgan  Stanley,  Goldman,  Sachs, 
Merrill  Lynch  and  Salomon  Brothers 
—Bache  gained  new  status.  "This 
would  have  been  unheard  of  five 
years  ago,"  says  one  Bache  executive. 

That's  putting  it  mildly.  With  its 
reputation  back  then,  Bache  had  to 
politick  hard  just  to  get  its  name 
near  the  prestigious  top  line  of  "tomb- 
stone" advertisements  for  major  un- 
derwritings  in  which  it  participated. 
In  fact,  the  firm  was  fighting  for  its 
hfe.  Hit  hard  by  the  paper  backups 
of  the  late  Sixties'  bull  market,  and 
again  by  the  subsequent  market 
downturn,  Bache  suffered  two  con- 
secutive disastrous  years— 1969  and 
1970-in  which  it  lost  nearly  $15  mil- 
lion before  tax  credits.  Leshe  had  to 
cut  costs  and  payroll  brutally. 

As  soon  as  enough  black  ink  had 
accumulated  on  Bache's  income  state- 
ment during  the  stock  market  re- 
bound of  1971-72,  Leslie  took  the 
firm  public  in  late  1971,  thereby  lock- 


Leslie  of  Bache  Halsey  Stuart 

ing  up  stable,  permanent  capital.  It 
was  brilliantly  timed,  for  the  market's 
breather  was  a  short  one.  The  firm 
dropped  another  $6.5  million  (pre- 
tax) in  its  fiscal  1973  and  1974. 

But  in  the  midst  of  Wall  Street's 
turmoil,  Leslie  made  another  good 
move:  After  rejecting  various  merger 
offers,  in  1973  he  acquired  Halsey 
Stuart,  a  fine  old  Chicago  investment 
banking  firm  with  a  good  underwrit- 
ing and  fixed-income  marketing  abil- 
ity. Put  that  together  with  Bache's 
big  retail  and  distribution  power  in 
stocks,  and  you  had  a  near-perfect 
marriage.  In  February  of  this  year 
the  firms  formally  merged,  and  the 
name  was  changed  to  Bache  Halsey 
Stuart.  Since  the  Halsey  Stuart  name 
had  been  used  in  underwritings  (with 
"affiliate  of  Bache  &  Co."  in  small 
print  underneath),  the  new  name  has 
enabled  "Ba"  for  Bache  to  outflank 
competitors  like  First  Boston  (F) 
and  Blyth  (Bly)  Eastman  Dillon  in 
the  "alphabet  war"  for  status  among 
underwriters,  who  deviously  maneu- 
ver for  top  positions  on  tombstone  ads. 

New  Challenge 

Still,  Leslie  has  failed  to  keep  Bache 
the  No.  Two  Wall  Street  firm  in 
gross  revenues.  That  position  now  be- 
longs to  E.F.  Hutton,  which  has 
grown  partly  by  aggressively  luring 
brokers,  research  analysts  and  even 
investment  bankers  from  other  firms. 
Such  moves  may  not  make  Hutton 
President  Robert  Fomon   popular  on 


The  Street,  but  you  can't  argue  with 
success:  Hutton,  up  from  the  No. 
Eight  spot  five  years  ago,  has  be- 
come the  profit  leader  among  public 
securities  firms,  with  a  30%  return  on 
equity,  vs.  Merrill  Lynch's  20%. 

Bache?  Although  the  firm  netted 
$9.4  miUion  in  its  fiscal  year  ended 
last  July  31,  and  even  with  its  prof- 
its up  another  113%  so  far  this  year, 
Bache  still  ranks  near  the  bottom 
among  publicly  held,  "full  service" 
Wall  Street  firms  in  several  key  prof- 
itability yardsticks— among  them  the 
ratio  of  salesmen  to  back-oflBce  per- 
sonnel. At  Bache,  this  ratio  is  36%; 
Dean  Witter 's  and  Hutton's  are  both 
43%,  Reynolds  Securities'  is  47%  and 
Paine  Webber's  53%.  In  short,  Bache 
still  has  a  lot  of  empty  sales  desks  in 
its  field  offices;  but  if  the  market  jus- 
tifies filling  them,  they  could  leverage 
profits  considerably. 

Will  Bache  try  to  counter  Hutton's 
explosive  growth,  now  that  it  has 
new  prestige  and  sound  financial  foot- 
ing? "The  stuff  required  for  an  E.F. 
Hutton-type  expansion,"  worries  one 
ex-Bache  man,  "just  isn't  in  John  Les- 
lie's character."  Adds  Harry  Jacobs, 
Bache's  president:  "We're  not  in  a 
race  for  gross  revenues  with  anybody." 
Still,  Bache  just  launched  a  $2-mil- 
lion  advertising  campaign,  including 
spots  on  all  three  TV  networks,  to 
woo  customers.  And  according  to 
Wall  Street  sources,  it  has  responded 
to  Hutton's  raiding  with  a  few  bonus 
offers  of  its  own. 

At  least  for  the  time  being,  Leslie's 
concentration  on  Bache's  image,  with 
the  development  of  its  investment 
banking  capacity,  may  wind  up  being 
better  medicine  for  the  firm's  earnings 
than  a  futile  slugging  match  with 
Hutton  for  retail  market  share.  Un- 
derwriting and  distributing  a  new 
quality  stock  or  bond  is  far  more  prof- 
itable, per  share,  than  brokering  a 
security  on  the  stock  exchanges,  be- 
cause retail  brokering  requires  so 
much  back-office  support.  Further- 
more, daily  share  volume  on  the  New 
York  Stock  Exchange  has  settled 
down  to  the  15-million  range,  which 
makes  the  retail  business  less  lucra- 
tive than  it  was  a  few  months  ago; 
by  contrast,  this  should  be  a  big  year 
for  underwriting  new  equity  offerings. 

"It's  good  enough  for  me  that  we're 
one  of  the  leading  firms  in  the  securi- 
ties industry,"  Leslie  says,  pointing  to 
Bache's  total  capital  of  $127  million 
(third  behind  Merrill  Lynch  and  Salo- 
mon ) .  But  it  remains  for  him  to  prove 
that  this  applies  to  the  bottom  line  as 
well  as  to  the  tombstone  advertise- 
ment. More  than  any  other  place  in 
America,  Wall  Street  judges  men  and 
companies  by  profit.  And  by  that 
standard  Bache  is  still  an  also-ran.    ■ 
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The  results  of  the  $250,000 
Longest  Ball  Challenge: 
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Titlefet-no  slunv;   ; ' 
^  ^  Blue  Max  -  no  shcnv; 

f   Royal+6-noshow.    /    ^ 
•  Wilson  LD  -  no  show. 
^'      Maxfli-noshow; 

4      Titleist  DT— no  show: 
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'  Last  season,  Top-Flite  put  its  money  where  its  mouth 

is:  $250,000  to  any  of  these  other  leading  balls  that  can 

S^  beat  Top-Flite  in  a  distance  test  using  golfers  like  yourself.  ? 

^,  ,  (Top-Flite  pre\iously  won  a  test  like  this  by  up  to  13 yards!)  ,  ^ 

\  judging  frt)m  the  turnout,  the  other  leading  balls  must  finally 

,  ^'  •<  ccMicede  what  golfers  knew  all  along: 

V  Top  -  Rite  is  The  Longest  Ball. 


^1^.  SpW  through  golf  profession'al  shops 
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Looking  For  An  Uplift 

Warnaco's  John  Field  tells  all  (well,  a  lot) 
in  his  annual  report. 

"Let  it  all  hang  out,"  would  not  seem 
a  proper  motto  for  Wamaco,  the  ap- 
parel conglomerate  that  began  busi- 
ness in  1874  as  a  maker  of  women's 
corsets  and,  later,  brassieres.  But  let 
it  hang  is  what  Chairman  John  W. 
Field,  once  the  national  affairs  editor 
of  Life  magazine,  did  when  he  penned 
his  annual  report  this  year. 

Trying  to  review  company  opera- 
tions "honestly  and  completely  in  good 
times  and  bad,"  has  its  strains,  says 
Field.  "Even  our  own  directors  think 
we  say  too  much  in  our  annual  re- 
ports." Especially  last  year:  Nineteen 
seventy-five  was  virtually  all  bad  for 
the  Bridgeport,  Conn. -headquartered 
company.  Wamaco  ended  up  with 
$2.6  miUion  in  pretax  income  on  sales 
of  $338  million,  but  recorded  a  fat 
zero  in  earnings  per  share,  due  to  tax 
problems.  That  report  put  Field's  edi- 
torial skills  to  the  test. 

"It  was  a  year  in  which  the  gods 
threw  the  book  at  us,"  wrote  Field, 
whose  eight-page  chairman's  letter 
matches  dismal  figures  with  unusually 
sparkling  prose.  Looking  at  the  sales 
numbers,  readers  may  think  they 
were  up  4%.  But  "actually,"  they  were 
down  3%,  Field  explains.  The  1975 
figure  included  sales  of  new  acquisi- 
tions: Day's,  a  West  Coast  maker  of 
men's  slacks,  and  CBS  Apparel,  an 
importer  which  also  licenses  many 
Fruit  of  the  Loom  brand  items. 

Day's  had  an  unusual  problem,  says 
Field.  He  had  hoped  to  start  moving 
Day's  nationwide.  But  instead.  Day's 
had  to  cope  with  an  exploding  fad 
last  year  in  men's  leisure  suits.  Only 
"Day's  did  not  have  the  knowledge 
or  the  equipment  to  make  tops," 
writes  Field.  So  Day's  ended  the  year 
with  too  many  suit  bottoms  and  not 
enough  tops,  and  was,  in  fact,  still  sit- 
ting on  a  lot  of  bottoms. 

That's  the  way  it  went— being  out 
of  fashion— in  just  about  every  Wam- 
aco division.  The  Puritan  division, 
which  specializes  in  men's  basic 
sweaters,  found  the  guys  wanting 
fashion  sweaters  depicting  Mount 
Everest,  the  Empire  State  Building 
or  Jaws  up  front.  The  Hathaway  di- 
vision discovered  that  men  desired 
open-neck  print  shirts,  not  dress  shirts, 
for  more  formal  occasions.  White 
Stag  missed  the  shift  from  coordinated 
women's  sportswear  to  separates. 

All  the  misses  led  to  "massive 
write-downs,"  and  a  "large  domestic 
pretax  loss,"  Field  wrote  bluntly. 
Reading   that,    one    shareholder 


No  one  is  happier  than  Warn- 
aco's  John  Field  that  the  no- 
bra  movement  has  collapsed. 
Bras  are  a  hot  apparel  item 
once  again,  especially  fashion 
bras  with  attractive  netting  that 
offer  women  a  measure  of  allure 
along  with  a  little  support. 
The  trend  should  keep  Field's 
Warner  division  his  most  prof- 
itable, as  the  rest  of  Warnaco 
tries  for  a  comeback  this  year. 


rose 


up  at  the  annual  meeting  and  sug- 
gested all  the  officers  and  directors 
wear  leisure  suits  when  together  as  a 
kind  of  penance.  After  all,  he  had 
just  come  from  a  meeting  of  Meth- 
odist bishops  and  they  were  all  in 
red  pants. 

Field,  a  graduate  of  Hotchkiss  and 
Yale,  isn't  about  to  shed  his  conserva- 
tively cut  suit,  however,  although  he 
may  start  prowling  more  around  col- 
lege campuses.  "The  French  and  New 
York  designers  don't  set  the  pace  and 
tone  of  fashion  anymore,"  says  Field. 
'If  I  go  down  to  the  college  campuses 
and  see  what  the  kids  are  wearing, 
then  I'll  know  what  we'll  sell  a  year 
from  now." 

Field  doesn't  mind  flying  his  dirty 
linen  in  public  if  the  subject  is  fash- 
ion. He  has  replaced  the  manage- 
ment at  Puritan  that  missed  the  trend 
to  decorated  sweaters,  changed  de- 
signers and  merchandisers  at  White 
Stag  and  sent  a  man  from  the  home 
office  in  Bridgeport  to  run  the  Califor- 
nia-based Liz  Carlson  sportswear  op- 
eration, a  creative  group  that  was 
having  production  upsets. 

In  spite  of  all  this,  Warnaco  would 
have  done  somewhat  better  if  its  ac- 
countants. Price,  Waterhouse  &  Co., 
hadn't  been  sticky  about  some  tax 
accounting.  The  CPAs  insisted  that 
$1.6  million  in  tax  credits  should  be 
written  off.  There  is  a  good  chance 
that  Price,  Waterhouse  was  overly 
conservative,  but  the  write-off  hurt.  It 
left  only  enough  profit  to  pay  pre- 
ferred dividends;  common  dividends 
had  to  come  from  earned  surplus. 

Left  to  careful  readers  of  annual 
report  notes  is  another  tax  worry  for 
Warnaco.  The  Internal  Revenue  Ser- 
vice is  claiming  that  Wamaco  owes  $5 
million  in  taxes  on  its  unremitted 
Puerto  Rican  earnings  for  1971-72. 
Like  many  other  garment  firms, 
Warnaco  manufactures  apparel  un- 
der Operation  Bootstrap.  This  gives 
it  the  right  to  accumulate  profits  on 
the  island  free  of  federal  income 
taxes.  But  the  IRS  has  objected  that 
Wamaco  is  charging  too  high  a  pro-, 
portion  of  its  profits  to  the  Puerto 
Rican  operation.  In  the  long  run,  this, 
too,  could  be  very  costly. 

After  so  much  bad  news.  Field 
docs  have  some  good  news.  Bras  arc 
snapping  back. 

Even  so,  1976  doesn't  shape  up  as 
a  good  year.  The  first  (juarter  was 
merely  even  with  last  year's  first  (juar- 
ter,  after  hefty  tax  provisions.  More 
inventory  write-downs  arc  coming: 
Day's,  for  example,  is  suffering  be- 
cause leisure  suits— it  now  has  enough 
tops— are  proving  disappointing. 

"We'll  have  a  better  year  than 
zero,  zero,"  Field  says,  "but  not  a 
good  year."  ■ 
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How  a  Key  Agent  of  The  Home 
and  a  million  dollar  check 
gave  500  kids  their  school  back. 


It  sounded  like  the  roar  of  a  thousand  freight     when  it  comes  to  insurance.  He  gives  you 


trains— the  tornado  that  ripped  through  the 
heart  of  Omaha  in  May  of  1975. 

One  of 'the  buildings  nearly  demolished 
was  West^ate  Elementary  School,  insured 
through  Home  Insurance  Company  Key 
Agent  Dan  Loring  of  the  Foster- Barker 
Agency,  who  acted  fast.  He  was  on  the  scene 
immediately,  and  within  three  weeks  he 
delivered  Home's  check  for  $1,218,000  to 
school  authorities.  A  few  months  later, 
500  kids  had  their  own  school  back. 

Fast  claim  service.  It's  another  reason 
why  your  Home  Key  Agent  is  the  man  to  see 


that  "Something  Extra" 

For  the  names  of  Key  Agents  nearest 
you, write  to  Customer  Service,  The  Home 
Insurance  Company,  59  Maiden  Lane, 
New  York,  N.Y.  10038  or  look  for  them  in 
the  Yellow  Pages. 


The  Home 

Insurance 
Company 

ACity  Investing  Company 


lome  Key  Agents  give  you  that  "Something  Extra!' 


ry^ 


Some  of  America^ 

costliest  truck 
oaidents  haoDen 


right  here. 


They  happen  when  the  decision  is  made  to 
own  your  own  fleet  of  trucks,  rather  than 
lease  them. 

Because  when  you  own  your  own  trucks, 
you  also  own  their  financial  and  management 
headaches.  Including  heavy  up-front  capital 
expenditures,  breakdowns,  unexpected  engine 
overhauls,  maintenance,  labor  costs,  spare 
parts,  uncertain  fuel  costs,  delivery  problems, 
taxes,  and  expensive  management  time  to 
keep  it  all  together 

Many  companies  have  stopped  owning 
their  trucks  and  started  leasing  them  instead 
for  realistic  money  and  management  reasons. 

And  when  they  found  leasing  best,  many 
found  Hertz  best  for  leasing. 

The  reasons  are  simple. 

Hertz  has  nationwide  over-the-road  capability 
for  heavy  trucks  from  Seattle  to  Miami. 

Hertz  has  also  developed  new  innovative 
ser^aces  exclusively  for  our  customers.  Such  as: 

Our  S.  0.  S.  Emergency  Road  Service.  It 
)erates  toll-free  24  hours  a  day,  365  days  a 


year  And  our  computerized  Preventive  Main- 
tenance Scheduling  Program.  Because  we'd 
rather  maintain  a  truck  on  schedule  now,  than 
take  it  out  of  service  later 

Finally,  we  can  get  you  into  a  lease  program 
easily,  even  if  you  own  your  own  trucks  now. 
We  buy  your  trucks,  at  a  fair  price.  Then  we'll 
either  replace  them  with  new  vehicles,  or 
refurbish  them,  and  lease  them  back. 

Then  you  can  do  the  same  thing  many 
other  executives  do.  Concentrate  on  your 
business  and  leave  the  truck  to  Hertz. 


'  For  further  information  on  Hertz  big  truck  leasing, 

I  mail  to  Edward  H.  Blickstein,  Vice  President,  Sales, 

'  Hertz  Trucks,  660  Madison  Avenue,  New  York,  N.Y.  10021. 

I  Or  call  collect  (212)  752-2000. 

I    Name 

Address 


F626 


City. 


State. 


.Zip. 


Company. 
Title 


Hertz  leases  Fords  and  other  sturdy  trucks. 


When  a  leased  truck  is  best,  the  best  lease  is  Hertz. 
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iwentel^  growth  with  Tsxas 
has  a  familiar  ring. 


'  )iH  ii-(fjiL  ri(  (jLiisilion  of  Mid- 
IV>^as Communications  Systems 
positions  ('cntc'l  solidly  in  the 
lustest  ^rowin^  areas  of  the  Ixjno 
Star  state.  Suburban  Houston,  for 
instance,  and  the  expanding 
communities  near  the  new  Dallas 
Ft.  Worth  airport.  Along  with 
Killeen  and  the  huj^e  Fort  Fiood 
Arm\-  Base. 

This  acquisition  fits  in  well  with 
the  pattern  of  growth  we've 


established  through  the  years. 

Centel  also  serves  the  bustling 
Des  Plaines— Park  Ridge  area 
next  to  Chicago's  O'Hare  Airport. 
As  well  as  Las  Vegas.  Plus  blos- 
soming Tallahassee,  the  fastest 
growing  section  of  Florida.  And 
the  resurging  Hickory  and  Ashe- 
boro  furniture  and  textile  centers 
of  North  Carolina. 


We're  the  fourth  largest 
independent  telephone  company 
serving  o\er  1. }()().()()()  phones. 
With  a  record  of  consistent  earn- 
ings gi-owth  not  man\-  companies 
can  match.  Dividends  ha\e 
increased  for  14  consecutive  years. 

Our  future  with  Texas  added  to 
the  picture  suggests  continuation 
of  a  solid  growth  story. 

And  solid  growth  is  something 
we're  already'  familiar  with. 


CENTEL 


CENTRAL  TELEPHONE  &  UTILITIES 

Executive  Offices:  Chicago.  Illinois 
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The  Numbers  Game 
TKe  New  ''Reality 
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Reality,  say  the  philosophers,  is 
simply  what  most  people  agree  it  is. 
That's  why  the  philosophers  should 
have  a  field  day  with  Financial  Ac- 
counting Standards  Board  Statement 
No.  8.  The  accountants  say  it's  reality. 
Maybe  so.  But  don't  believe  some  of 
those  wild  first-quarter  earnings  re- 
ports. They  ain't  necessarily  so. 

The  Wall  Street  Journal,  which 
tries  to  record  reahty  daily,  is  having 
its  lumps  with  No.  8.  In  April  Philip 
Morris,  the  big  cigarette  maker,  re- 
fused to  restate  its  1975  first-quarter 
results  to  make  them  comparable 
with  1976's  (which  are  expressed  the 
way  Statement  8  says  they  should 
be),  claiming  it  would  cause  a  huge 
and  artificial  decrease  from  1975  to 
1976.  So  the  Journal  ran  PM's  quar- 
terly earnings  with  a  neat,  blank  col- 
umn for  1975.  Nonreahty. 

Statement  No.  8,  adopted  by  the 
FASB  last  October,  says  you  must 
translate  foreign  currency  fluctuations 
into  U.S.  dollars  on  both  balance 
sheet  and  quarterly  income  state- 
ments. A  few  months  earlier,  FASB 
adopted  Statement  No.  5,  which  pro- 
hibited the  use  of  reserves  in  gen- 
eral. Statement  No.  8  says  you  can't 
set  aside  reserves  to  damp  the  ups 
and  downs  of  foreign  currency  move- 
ments. If  the  Zilchland  cruller  gyrates 
wildly  against  the  dollar,  you  must 
translate  its  efi^ect  on  earnings  in  each 
quarterly  report— which  may  make 
your  quarterly  reports  look  hke  a  pro- 
file of  the  Swiss  Alps  even  if  the 
cruller  ends  the  year  where  it  began. 

That  sort  of  thing  baflfles  investors 
and  even  sophisticated  analysts,  say 
company  executives,  by  obscuring  the 
real  trend  of  a  company. 

So  what?  say  the  accountants.  If 
anything  is  being  obscured,  the  cure 
is  more  disclosure. 

Statement  8  affects  both  balance 
sheets  and  quarterly  reports.  Inven- 
tories recorded  at  historical  costs 
must  be  translated  at  historical 
rates;  those  carried  at  replacement 
costs  must  be  translated  at  current 
rates.  Foreign  currency  long-term 
debt  must  be  translated  at  the  cur- 
rent rate. 

Result:  Companies  whose  foreign 
inventories  and  long-term  foreign 
debts  are  substantial  parts  of  the  bal- 
ance sheet  will  show  an  earnings  gain 
when  the  dollar  is  strong,  a  loss  when 
it  is  weak.  Under  previous  practice 
the  reverse  frequently  happened. 


So,  depending  on  the 
makeup  of  the  balance 
sheet,  companies  are 
producing  wildly  dif- 
ferent sets  of  quarterly 
earnings  even  in  the 
same  industry.  For  ex- 
ample, Honeywell  re- 
ported a  1,200%  gain 
for  the  first  quarter; 
Sperry  Rand,  with  a 
slightly  larger  revenue 
rise,  showed  only  11% 
higher  net.  House- 
hold Finance's  earn- 
ings would  have  been 
up  22%  imder  the  old 
rules— but  were  up  83% 
under  the  new  one. 
Nickel  producer  Inco 
Limited  of  Canada 
showed  a  60%  lower 
quarter,  and  Chair- 
man L.  Edward  Grubb 
blames  half  of  it  on 
Statement  8  and  a 
fluctuation  in  the  Ca- 
nadian dollar. 

The  FASB  has  po- 
litely but  firmly  rejected  all  protests. 
These  "concerns"  were  considered  by 
the  board  in  framing  Statement  8, 
says  Donald  J.  Kirk,  chairman  of  the 
FASB  task  force  that  developed  the 
final  statement.  They  knew  that  to 
slap  on  a  rule  like  that  when  all  the 
world's  currencies  are  bobbing  like 
corks  on  the  Atiantic  might  cause- 
Kirk  is  a  master  of  understatement— 
"reported  earnings  to  be  volatile." 

But,  the  FASB  insists,  "It's  not  the 
function  of  accoxmting  to  minimize 
reported  fluctuations  in  earnings.  Past 
rate  changes  are  historical  facts,  and 
the  Board  believes  that  users  of  fi- 
nancial statements  are  best  served  by 
recognizing  exchange  gains  or  losses 
when  they  occur.  On  the  contrary,  it's 
the  deferring  or  spreading  of  those 
gains  and  losses  that  is  artificial.  .  .  ." 

That  may  make  sense  to  accoun- 
tants, but  not  to  readers  of  financial 
statements.  Says  Richard  R.  Stover, 
health  care  analyst  for  Mitchell, 
Hutchins:  "FASB  8  has  only  made  it 
more  difiBcult  to  guage  and  measure 
quarterly  operating  trends  of  compa- 
nies. The  historical  treatment  of  in- 
ventories distorts  gross  margin  trends. 
An  analyst  wants  to  see  if  they  are 
deteriorating  or  improving  quarter  by 
quarter.  So  you  have  to  depend  on 
the  company  and  how  much  more  it 


^T^tT^^ 


is  willing  to  disclose,  which  can  vary." 

If  the  analysts  are  having  problems 
like  that,  what's  the  unsophisticated 
investor  going  to  make  of  it  all?  Says 
Ben  Harter,  vice  president  of  Becton, 
Dickinson  &  Co.,  "It  could  drive  him 
away  from  investing  in  multinational 
company  stocks." 

Well,  it  isn't  the  fault  of  Statement 
8,  says  Kirk:  "We  have  told  compa- 
nies it's  their  obligation  to  explain  to 
shareholders  what  is  happening  and 
why— in  detail.  Some  of  them  are  still 
not  disclosing  enough  about  all  the 
effects  of  exchange  rate  changes." 

A  few  companies  were  doing  a 
good  job  of  that  all  along,  say  the 
accountants.  One  is  Kraftco,  which 
since  1974  has  provided  breakdowns 
of  both  balance  sheet  and  income  ef- 
fects by  major  geographic  areas.  Says 
Thornton  O' glove,  who  monitors  ac- 
counting in  hundreds  of  financial 
statements:  "If  other  companies  had 
followed  Kraftco's  foreign  translation 
disclosure,  there  would  be  much  less 
confusion  and  the  reader  of  financial 
statements  would  really  benefit." 

Another  company  trying  to  do  so  is 
Household  Finance,  whose  quarterly 
report  shows  its  earnings  as  banks  do, 
in  two  ways:  First  as  "earnings  from 
operations,"  and  then  as  gains  or 
losses  from  currency  translations.  But 
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Has  It  Passed  theTest? 

TV  Guide's  second  nationwide  poll 
turns  up  some  startling  findings 

By  Michael  Ryan 

When  you  ask  people  how  they  feel  about 
television's  controversial  Family  Viewing 
Time  (FVT)  rule,  you  have  to  be  prepared  for 
some  apparently  contradictory  answers 
D    Eight  out  of  10  Americans  say  they  favor 
the  Family  Viewing  Time  concept;  and  yet 
only  three  out  of  10  would  rather  see  FVT 
continued  than  have  a  general  reduction  of 
sex  and  violence  throughout  the  evening. 
D    More  viewers  are  aware  of  Family  View- 
ing Time  than  was  the  case  six  months  ago, 
shortly  after  the  rule  was  introduced;  and 
yet  fewer  of  them  find  the  rule  helpful  in 
determining  what  their  children  watch. 
D    Less  than  a  third  of  the  public  believes 


'How  familiar  are  you  with  what  is  called  Family  Viewing  Time,  which  went 
into  effect  on  television  this  season— are  you  very  familiar  with  the  idea, 
fairly  familiar  with  It,  not  very  familiar  with  it,  or  don't  you  Icnow  about  It?' 


Very  familiar 
Fairly  familiar 
Mot  very  familiar 
Don't  know  at>out  tt 


First  Survey 
7% 
19 
16 
58 


'What  time  period  is  covered  by  Family  Viewing  Time?'  (Aslted  only  of 
those  who  are  familiar  with  it.) 


Correct  answer 
Incorrect  or  don't  know 


First  Survey 
55% 
45 


that  television  has  t)een  improved  by  FVT. 
and  yet  more  than  eight  out  of  10  t)elieve 
that  the  rule  should  be  continued,  either  in 
its  current  form  or  some  revised  form 

These  are  just  some  of  the  findings  of  TV 
GUIDE  s  second  nationwide  poll  on  Family 
Viewing  Time,  conducted  by  the  Opinion 
Research  Corporation  of  Princeton,  N  J 

The  poll  also  disclosed  that  nearly  three- 
quarters  of  the  adults  in  America  feel  that 
there  is  too  much  violence  on  television  — 
and  by  a  2-to-1  margin  find  violence  more 
objectionable  than  sex  on  TV. 


It  is  possible  for  Family  Viewing  Time  sup- 
porters to  be  encouraged  by  the  8-per-cent 
rise  in  awareness  to  FVT  over  TV  GUIDE'S 
poll  six  months  ago;  but  its  detractors  can 
point  to  the  fact  that  50  per  cent  of  Ameri- 
ca's adults  still  don't  even  know  that  FVT  ex- 
ists, and  only  11  per  cent  said  FVT  has  had 
any  effect  on  their  viewing  habits.  Important, 
too,  is  the  finding  that  in  more  than  half  of 
the  households  with  children  surveyed, 
youngsters  17  and  under  watch  at  least 
some  television  after  FVT. 

The  battle  lines  have  formed  in  the  con- 
troversy over  FVT  A  consortium  of  writers', 
directors'  and  actors'  unions  has  sued  the 
commercial  networks,  the  National  Associa- 
tion of  Broadcasters 
and  the  FCC  to  end 
Family  Viewing  Time.  In 
a  similar  suit.  Tandem 
Productions  —  creator 
of  All  in  the  Family  and 
other  outspoken  com- 
edies—has asked  $10 
million  in  damages  from 
the  networks,  the  NAB 
and  the  FCC.  for  future  revenues  allegedly 
undermined  tjecause  some  of  the  compa- 
ny's most  successful  shows  are  tianished 
from  FVT 

The  FVT  rule,  which  has  been  written  into 
the  National  Association  of  Broadcasters' 
Television  Code,  came  atxjut  after  dis- 
cussions in  the  winter  of  1974  among  net- 
work executives  and  personnel  of  the 
Federal  Communications  Commission  atXDut 
sex  and  violence  on  television  FCC  chair- 
man Richard  Wiley  met  personally  in  his 
office  with  the  heads  of  the  three  networks 
to  discuss  the  problem;  Mr  Wiley  in  turn, 
had  t)een  under  pressure  from  Congress  to 
take  some  action  on  the  sex-and-violence 

issue. 

FVT.  however, 
was  devised  and 
implemented  by 
the  industry  — it 
is  not  a  codified 
part  of  any 
Federal  law  or 
regulation 

Against  the 
background  of 
controversy  over 
FVT,  TV  GUIDE 
commissioned  a 
new  poll  to  ascertain  the  American  people's 
attitude  toward  sex  and  violence  on  televi- 
sion in  general  and  FVT  in  particular  Opinion 
Research  Corporation— a  nationally  known 
and  resfjected  polling  organization— con- 
ducted telephone  interviews  with  1021 
heads  of  households  (this  is  alx)ut  the  size 
of  the  basic  Nielsen  rating  sample)  The  in- 
terviews were  almost  evenly  divided  be- 
tween men  and  women  over  17  years  of  age. 
drawn  according  to  scientific  principles  to 
represent  a  model  of  the  adult  population  ol 
the  United  States.  In  an  earlier  survey,  taken 


'Do  you  favor  or  oppose 
Viewing  Time  rule?' 

such 

a  Family 

First 
Survey 
Favor                         82% 
Oppose                        7 
No  opinion                  11 

Second 

Survey 

80% 

8 

12 

Second  Survey 
13% 
22 
15 
50 


Second  Survey 
54% 
46 


last  Octotjer,  just  weeks  after  Family  Viewing 
Time  had  gone  into  effect,  we  discovered 
that  although  58  per  cent  of  those  inter- 
viewed had  no  familiarity  with  FVT,  and  only 
7  per  cent  claimed  to  be  "very  familiar"  with 
it,  support  for  the  idea  was  overwhelming. 
Those  who  still  did  not  know  what  FVT  was 
were  read  the  following  statement;  "Family 
Viewing  Time  tsegan  this  past  fall  and  runs  m 
the  evening  from  7  to  9  PM.  [6  PM.  to  8  PM  m 
some  time  zones].  During  this  time  period 
only  programs  can  be  shown  that  are  con- 
sidered appropriate  for  viewing  by  all  mem- 
bers of  the  family,  including  children  "  In  that 
first  poll,  82  per  cent  of  all  respondents  said 
they  favored  such  a  rule 

On  the  weekend  of 
April  9-11,  exactly  six 
months  after  the  first 
poll  was  taken.  80  per 
cent  of  the  respondents 
still  favored  the  con- 
cept of  Family  Viewing 
Time,  but  an  even  50 
per  cent  were  com- 
pletely unaware  of  its 
existence,  of  the  50  per  cent  who  claimed 
some  degree  of  familiarity  with  FVT.  only 
slightly  more  than  half  could  correctly  iden- 
tity the  time  period  it  covers,  although  three- 
quarters  could  correctly  define  its  purpose 
(Those  who  were  unfamiliar  with  FVT  were 
read  exactly  the  same  definition  of  it  as  in 
the  first  poll,  before  they  were  asked  to  ex- 
press their  opinions  of  it) 

"The  thrust  and  purpose  of  the  family 
viewing  concept."  NBC-TV  president  Robert 
Howard  wrote  last  fall,  "is  to  identify  a  time 
period  where  parents  can  be  assured  that 
the  program  material  is  suitable  for  youn 
children,  watching  alone,  and  it  recognize- 
that   in   other  time  periods,  parents  have 
some  responsibility  to  guide  their  children's 
viewing  '  Although  sex  and  violence  have 
been  banished  from  the  early  hours  of  prime 
time,  and  the  language  sanitized,  the  T' 
GUIDE    survey   shows   that   FVT   has   noi 
affected  the  viewing  habits  of  the  vast  ma 
jority   of   American   families    Of   those  r(> 
spondents  with  children  in  their  household; 
a  resounding  81  per  cent  answered  "No "  to 
the  question  "Has  the  introduction  of  the 
Family    Viewing    Time    rule   changed    your 
family's    television-viewing    habits    in    anv 
way?"   Only    13   per   cent    said   FVT    h.h 
changed  things  in  their  households,  while  • 
per  cent  said  they  didn't  know  And  thest 
figures  held  up  pretty  steadily  no  matte 
what  the  ages  of  the  children  were 

In  the  past  six  months,  there  has  als' 
been  a  significant  decline  in  the  proportio' 
ol  households  with  children  who  find  FV 
helpful  in  determining  what  times  Ih' 
children  are  allowed  to  watch  television  i 
Octoljer.  48  per  cent  said  they  found  the  rui' 
either  very  helpful"  or  "fairly  helpful"  i 
April,  only  39  per  cent  felt  this  way  Comini 
at  these  figures  from  the  other  direction:  m 
October,  39  pet  cent  said  FVT  was  "only 


More  people  will  buy  TV  Guide  this  year 
to  read  about  television 
than  will  buy  any  other  magazine 
to  read  about  anything  else. 


little  helpful"  or  "not  at  all  helpful";  in  April, 
that  set  of  responses  rose  to  50  per  cent— 
and  of  these  categories  of  response,  "not  at 
all  helpful"  was  by  far  the  largest,  with  34  per 
cent  of  the  vote. 

There  has  been,  too,  a  significant  drop  in 
the  public's  hopes  for  what  FVT  might  ac- 
complish. Six  months  ago,  when  FVT  was 
just  tjeginning,  56  per  cent  thought  that  it 
might  improve  television.  The  follow-up 
survey  indicates  only  31  per  cent  of  re- 
spondents feel  FVT  has  done  so  (46  per 
cent  say  there  has  tjeen  no  improvement 
and  23  per  cent  have  no  opinion) 

Attitudes  toward  FVT  vary  according  to 
the  age,  sex,  education  and  financial  status 
of  the  respondent.  The  most  affluent  re- 
spondents, for  instance  (those  with  $25,000 
or  more  annual  income),  are  most  negative 
toward  FVT— 22  per  cent  feel  it  has  im- 
proved television,  while  fully  56  per  cent  hold 
that  it  has  not  Those  with  some  college 
education  are  almost  twice  as  positive 
toward  FVT  as  those  with  an  eighth-grade 


'Has  the  introduction  of  the  Family  View- 
ing Time  rule  changed  your  family's  tele- 
vision viewing  habits  in  any  way,  or  has  it 
not  had  any  effect  on  your  family's  view- 
ing habits?'  


Changed  viewing  habits  1  \% 

Not  had  any  effect  83 

Dont  know  6 


'How  helpful  have  you  found  the  Family 
Viewing  Time  rule  to  be  in  determining 
what  times  your  children  are  allowed  to 
watch  television  — have  you  found  the  rule 
to  t>e  very  helpful,  fairly  helpful,  only  a 
little  helpful,  or  not  at  all  helpful?'  (Asked 
only  of  those  who  have  children  in  their 
households.) 


Very  helpful 
Fairly  helpful 
Only  a  little  helpful 
riot  at  all  helpful 
No  opinion 


First 
Survey 
22% 
26 
15 
24 
13 


Second 
Survey 

\y% 

24 

16 
34 
11 


schooling  or  less:  35  per  cent  of  the  former 
group  feel  it  has  made  an  improvement,  but 
only  18  per  cent  of  the  latter  expressed 
agreement. 

In  light  of  the  apparently  overwtielming  en- 
dorsement of  the  Family  Viewing  Time  con- 
cept in  our  first  poll,  we  wanted  to  try  to  pin 
down  whether  viewers  were  genuinely 
enthusiastic  atxjut  the  rule  or  whether,  in- 
stead, their  support  of  it  was  a  reflection  of  a 
deep-seated  dissatisfaction  with  the  amount 
of  sex  and  violence  they  perceived  on  televi- 
sion In  the  second  poll,  therefore,  we  gave 
respondents  the  chance  to  choose  among 
three  specific  ^options  for  improving  televi- 
sion continuing  Family  Viewing  Time,  reduc- 
ing sex  and  violence  throughout  nighttime 
television,  or  removing  all  restrictions  on 
nighttime  programming  The  second  choice 
was  by  far  the  most  popular  47  per  cent  of 
respondents  preferred  it,  as  opposed  to  just 
31  per  cent  wtio  wanted  to  continue  FVT. 


and  17  per  cent  who  wanted  to  remove  a 
restrictions  (5  per  cent  had  no  opinion). 

NBC-TV  president  Howard  has  written 
that  "the  family  viewing  concept  comes  in 
response  to  public  concern  atx)ut  television 
programming."  and  the  poll 
results  bear  him  out.  We 
found  that  58  per  cent  of 
those  polled  feel  that  there  is 
"too  much  emphasis  on  sex 
in  television"  (54  per  cent  felt 
this  way  in  our  previous 
survey);  72  per  cent  agreed 
with  the  statement  that  there 
is  "too  much  violence  on 
television"  (as  compared  with 
71  per  cent  in  the  first  poll)  — 
although  both  of  these  state- 
ments are  far  more  heavily 
accepted  by  women  and  by 
those  people  over  50  than  by 
the  rest  of  the  population 


II       agency  or  else  ventured  no  opinion. 


'In  your  opinion,  do  you  think 
there  is  too  much  emphasis  on 
sex  in  television?' 


Yes 
No 
Mo  opinion 


58% 

39 

3 


'Do  you  think  there  is  too  much 
violence  on  television?' 


Yes 
No 
No  opinion 


72% 

26 

2 


'Which  do  you  think  is  more  ob- 
jectionable on  television  — 
scenes  of  sex  or  scenes  of 
violence?' 


Sex 

Violence 
No  difference 
No  opinion 


Violence  on  TV  seems  more 

upsetting    than    sex    to   

viewers:  45  per  cent  of  poll 
respondents  felt  that  scenes  of  violence 
were  more  objectionable,  23  per  cent  ob- 
jected more  to  scenes  of  sex.  28  per  cent 
found  no  difference  and  4  per  cent  had  no 
opinion  Objection  to  violence  was  generally 
higher  in  the  Northeast,  in  the  West,  among 
people  under  30,  among  those  with  at  least 
some  college  education,  those  with  young 
children  — and  those  who  had  declared 
themselves  "opposed"  to  the  t)asic  concept 
of  Family  Viewing  Time 

As  for  sex  on  TV,  the  Northeast  objects 
least  — 50  per  cent  say  there  is  too  much 
emphasis  on  sex  on  television— while  the 
Midwest  leads  the  objectors  with  64  per 
cent 

Despite  the  publics  misgivings  about  what 
IS  getting  on  the  air,  poll  results  indicate  that 
people  are  generally  not  eager  to  see 
stricter  controls  placed  on  the  content  of 
television  shows  To  the  question  "Do  you 
think  there  should  t>e  stricter  controls  exer- 
cised on  the  content  of  television  programs, 
or  do  you  think  each  family  should  decide 
for  itself  what  it  will  or  will  not  watch  on  tele- 
vision''" only 
20  per  cent 
answered  that 
they  would 
like  stricter 
controls,  while 
74  per  cent 
felt  that  the 
family  should 
decide.  4   per 

cent  called  for  a  combination  of  both  factors, 
and  2  per  cent  had  no  opinion  Of  that  20  per 
cent  who  did  choose  stricter  controls,  only  a 
small  numtjer— less  than  4  per  cent  of  the 
total  sample— felt  that  the  Government 
should  regulate  program  content  Half  of  this 
group  called  for  industry  self-regulation,  and 
the  remainder  either  favored  an  independent 


23% 

45 

28 

4 


One  other  set  of  figures  is  interesting  at  this 
point.  Despite  the  feeling  that  Family  Viewing 
Time  has  had  a  minimal  effect  on  television, 
despite  the  preponderance  of 
opinion  that  it  has  not  im- 
proved the  quality  of  TV 
programming,  despite  the 
high  degree  of  public  ig- 
norance of  FVT,  only  4  per 
cent  of  the  public  feels  that  it 
should  be  stopped  altogether 
Sixty-two  per  cent  say  it 
should  be  continued  as  is, 
and  another  22  per  cent  feel 
that  it  should  be  continued, 
but  changed  (12  per  cent 
have  no  opinion).  There  was 
nothing  approaching 
unanimity  among  those  who 
felt  that  there  should  be  some 
changes,  but  the  most  com- 
mon suggestions  were  that 

programming  should  contain 

less  violence,   more  educa- 
tional content  and  less  suggestive  material 

The  picture  that  emerges  from  all  these 
statistics  is  a  complex  one.  We  are  a  diverse 
Nation,  and  we  rarely  speak  with  one  voice. 
On  a  few  broad  issues,  though,  the  adults  in 
the  Nation  seem  to  be  united.  They  favor  the 
notion  that  underlies  Family  Viewing  Time, 
the  idea  that  two  hours  should  be  set  aside 
for  family  entertainment  They  are  strongly 
opposed  to  the  level  of  violence,  and  many 
object  to  the  emphasis  of  sex,  on  TV.  They 
desire  change  in  the  content  of  television. 
But  there  is  no  consensus  on  the  methods  of 
change  they  desire  And  age,  income, 
education,  sex  and  geography  all  have  some 
influence  on  their  attitudes 

If  the  networks  expected  an  unequivocal 
vote  of  confidence  in  FVT,  they  didn't  get 
one— either  from  this  poll  or  from  the  ratings 
Sixteen  new  shows  started  in  FVT  last  Sep- 
tember Only  three— We/come  Back.  Kotter. 
Doc  and  Phyllis— v/tW  be  back  next  fall.  In  our 
poll  last  October,  people  told  us  of  their  high 
hopes  that  FVT  would  improve  television; 


'Which  or>e  of  these  situations  would  you  prefer— the  continuation  of  the 
current  Family  Viewing  Time,  a  general  reduction  In  sex  and  violence  on  tele- 
vision throughout  the  evening,  or  not  having  any  restrictions  on  nighttime 
television  programming?' 


Continuation  of  FVT 

Reduction  of  sex  and  vh>lence  throughout  evening 

Not  having  any  restrictions 

No  optnion 


31% 

47 

17 

5 


now,  in  our  second  poll,  they  seem  dis- 
satisfied with  what  they  see  on  the  screen 
and  they're  not  sure  Family  Viewing  Time  will 
make  it  any  t>etter  Still,  most  of  them  want 
something  to  be  done  about  the  level  of  sex 
and,  primarily,  violence  on  television.  Until  a 
better  alternative  is  offered,  they'll  go  along 
with  FVT 

e  1978  TningM  Publicaoont  Inc 
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GUIDE 


Rrst  in  circulation. 
First  in  advertising  revenue. 


The  Numbers  Game 


there  are  limits  to  this  approach,  be- 
cause some  companies  are  affected  by 
another  recent  FASB  rule— No.  12. 
That  requires  iinrealized  gains  or 
losses  from  certain  marketable  securi- 
ties to  be  included  in  quarterly  re- 
ports. A  company  that  chose  to  break 
those  out  could  have  been  reporting 
three  levels  of  earnings. 

All  this  is  not  just  an  argument 
between  managers  and  accountants 
on  what's  real.  Statement  8  may  af- 
fect the  way  multinational  compa- 
nies do  business. 

For  example,  says  Marshall  A. 
Petersen,  treasurer  of  Cleveland-based 
TRW  Inc.,  many  companies  have 
been  borrowing  or  hedging  in  local 
currencies  to  keep  the  fluctuations  off 
the  earnings  report.  Some  companies 


tried  to  tie  prices  to  currency.  In  a 
country  like  Britain,  the  argument 
goes,  a  decline  in  the  value  of  the 
currency  is  inflationary,  so  a  price  in- 
crease could  be  supported.  Why  not 
earn  more  pounds  and  then  translate? 
It  may  work  there  where  there  are 
only  limited  price  controls.  On  the 
other  hand,  it  doesn't  work  in  coun- 
tries like  France,  where  the  govern- 
ment controls  a  lot  of  the  prices. 

Moreover,  hedging  and  borrowing 
carry  economic  costs  that  keep  them 
from  being  a  large-scale  solution.  Be- 
sides, says  one  company  accountant, 
"why  should  we  be  pushed  into  such  a 
position?"  Says  another:  "If  you  invest 
in  foreign  fixed  assets,  the  FASB  is 
forcing  you  to  reconsider  foreign  op- 
eration financing.  If  you  choose  long- 


term  foreign  debt,  then  you're  ex- 
posed to  foreign  currency  gains  or 
losses.  To  avoid  it  requires  U.S.  equity 
financing.  And  that's  costly." 

Well,  why  should  anybody  go  to 
the  trouble?  Why  not  just  let  quarter- 
ly earnings  go  up  and  down?  Inves- 
tors .  will  get  used  to  it,  and  it  will 
^  mostly  even  out  over  a  year  or  two. 

True,  up  to  a  point.  But  one  won- 
ders if  the  FASB,  in  its  commend- 
able effort  to  purify  accounting,  isn't 
putting  all  multinationals  up  against 
that  blade  and  forcing  them  either  to 
get  into  currency  management  to  off- 
set fluctuations,  or,  if  they  opt  to  let 
things  ride,  get  whipsawed  and  see 
investors  desert  them. 

Reality  can  be  more  complicated 
than  even  accountants  conceive.  ■ 


The  Tactician 

Dan  Krausse's  "concept"  didn't  work  well, 
but  his  tactics  worked  out  beautifully. 


When  Dan  M.  Krausse  had  a  con- 
cept but  no  company,  he  had  no 
trouble  getting  capital.  Now  his 
Earth  Resources  makes  a  lot  of  mon- 
ey and  its  stock  languishes.  Maybe 
he  should  have  stayed  a  prospector. 

Back  in  1967,  Krausse  had  an  idea: 
Take  a  cash-generating  business  like 
oil  refining  and  use  it  to  finance  the 
high-risk  mineral  exploration  that  will 
make  your  real  fortune.  Trouble  was, 
that  while  Krausse  was  president  and 
chief  executive  of  the  Fort  Worth- 
based  Champlin  Petroleum  Co.,  he 
was  still  a  hired  hand— with  no  per- 
sonal wealth  to  float  such  a  venture. 

In  those  days  you  could  trade  a 
concept  for  cash  in  the  stock  market, 
but  you  needed  a  going  business  to  do 
it.  "Then  I  heard  of  this  little  re- 
finery on  the  mudbanks  of  the  Missis- 
sippi," says  Krausse,  51.  It  was  the 
30,000-harrel-a-day  Delta  Refining 
Corp.,  the  only  refinery  between  Bat- 
on Rouge  and  St.  Louis,  and  it  had 
the  Memphis  market  locked  up. 

Now  to  find  a  mineral  exploration 
outfit  to  complete  the  concept. 
Krausse  found  one— a  Vitro  Corp. 
subsidiary  working  on  a  joint-venturt; 
uranium  project.  But  where  to  get  the 
purchase  money?  "I  needed  to  bor- 
row about  $12.5  million,"  Krausse  says, 
"but  I  didn't  have  the  collateral." 

It  helps  to  have  rich  friends, 
though.  In  those  d  lys,  Sam  and 
Charles  Wyly's  computer  services 
company  was  known  as  University 
Computing  Co.,  and  it  had  a  price/ 


earnings  ratio  that  had  soared  to  60. 
The  Wylys  put  up  $20  million  of  their 
stock  as  collateral,  Krausse  thought 
up  an  apt  name,  and  Earth  Re- 
sources was  on  its  way.  Krausse  took 
the  company  public  in  early  1969, 
just  at  the  end  of  the  "concept"  era. 
He  says:  "Our  underwriter  told  us 
if  we'd  been  two  weeks  later,  we'd 
never  have  got  off  the  ground."  As  it 
was,  they  netted  about  $10.3  million. 

Now  put  the  concept  to  work: 
First  get  the  refining  end  going  well, 
then  put  the  profits  into  exploration. 
The  Delta  refinery  was  relatively 
small,  but  it  had  a  flexible  supply  of 
crude  coming  in  by  river  barge.  If 
foreign  oil  was  cheap,  it  could  im- 
port. If  domestic  oil  was  cheaper,  it 
could  switch.  "It's  sort  of  like  hav- 
ing a  portable  gathering  system," 
Krausse  explains. 

Krausse  expanded  the  refinery  and 
increased  its  output  of  higher  profit 
gasoline.  To  guarantee  a  gasoline 
market,  he  bought  service  stations, 
some  from  the  majors,  others  from 
cost-squeezed  independent  marketers. 
By  the  time  the  energy  crisis  hit  in 
late  1973,  ERC  was  almost  fully  in- 
tegrated except  for  production;  and 
tlianks  to  the  flexibility  of  its  supplies 
iiid  its  good  relations  with  domestic 
oiirces,  it  suffered  no  shortage  at  all. 

fn  fact,  all  this  got  so  good  that 
tlir  second  half  of  the  concept,  min- 
erals exploration,  started  looking  less 
and  less  attractive.  Krausse  dropped 
the  uranium  venture  when  the  payout 


looked  a  little  long.  ERC  has  a  copper 
mine  in  New  Mexico,  but  even  in  the 
boom  year  of  1974  it  contributed  less 
than  10%  of  the  company's  profits;  it 
is  now  shut  down  because  the  price 
of  copper  is  so  low.  There  is  a  silver 
mine  in  Idaho  that  promises  to  be 
profitable,  but  it  won't  open  until 
next  year. 

Krausse  still  talks  about  going  into 
other  minerals.  But  when  it  comes 
right  down  to  it,  he  commits  most  of 
his  capital  dollars  to  refining.  His 
biggest  new  venture  is  a  refinery  in 
the  interior  of  Alaska  which  will  open 
next  year.  It  will  save  6  cents  to  8 
cents  a  gallon  in  transportation  costs 
and  make  it  possible  for  ERC  to  shave 
prices    while    keeping    margins    high. 

The  problem  is,  Krausse's  cold  ef- 
ficiency has  made  the  generally  low- 
margin  business  of  oil  refining  so  prof- 
itable it  makes  sense  to  keep  most 
of  his  chips  riding  on  it.  Earth  Re- 
sources earned  an  enviable  37%  on 
its  ecjuity  last  year  on  sales  of  $230 
million.  It  has  continued  to  post  25% 
(juarter-to-quarter  earnings  gains.  It 
has  a  2-to- 1  e(iuity-to-dcbt  ratio. 

A  company  in  any  industry  other 
than  oil  refining  would  have  its  stock 
going  through  the  roof  with  a  record 
like  that.  But  investors  have  hit 
EUC  becalmed  at  a  price/ earnings 
ratio  of  6.  Why?  Because  any  money 
made  in  the  oil  business  these  days  is 
vulnerable  to  regulatory  revenge,  and 
Wall    Street    is    worried    about    that. 

Says  Krausse:  "Our  board  has  been 
considering  the  wisdom  of  being  in 
such  a  highly  regulated  industry,  and 
we    want    to    continue    to    (li\ersify." 

But  where?  That's  Dan  Krausse's 
dilemma.  Like  the  fellow  on  TV  says: 
Did    you   have   to   be    that    good?  ■ 
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^ig^ge  claim  is  an  airhne^  last 
chance  to  disappoint  a  customer/' 


■  ".■)j:^^J^p^?^^ 


Frank  Borman,  Fresident,  Eastern  Airlines 


It* 


There's  no  better  way  to  ruin 
perfect  flight  than  to  make  a 
istomer  wait  for  his  bags.  Keep 

waiting  too  long,  and  you're 
iely  to  los^  a  good  customer. 

Eastern  believes  that  a  good 
^ay  to  keep  a  customer  happy  is  to 
jet  his  suitcase  to  the  baggage 
area  ahead  of  him.  It's  not 
Iways  possible,  but  at  the  95 
)rts  we  serve,  we're  trying  to 
ce  it  happen. 
Our  baggage  handlers 
ive  to  hustle.  Their  goal  is 
iple:  get  your  suitcase  from 
plane  to  baggage  claim  almost  as 


fast  as  you  can  walk  the  same 
distance.  There's  no  simple  way  to 
do  it;  we  just  have  to  be  organized 
and  ready  to  move  when  a  plane 
lands. 

The  "Bull's  Eye"  System 
cuts  losses  and  delays.  Some- 
times the  daily  flow  of  baggage  can 
stagger  even  the  most  organized 
crew.  We're  trying  different  ways 
to  solve  that  problem.  For 
example,  at  Miami  International 
Airport,  Eastern  has  built  a  proto- 
type computer-operated  baggage 
scanner  that  sorts,  routes  and 
delivers  baggage  to  the  right 


airplane  quickly,  accurately  and 
efficiently. 

99.4%  of  all  bags  we 
handle  go  through  without  a 
hitch.That's  a  pretty  good  record, 
since  we  handle  over  40  million 
bags  a  year,  but  we  know  we  have 
to  improve  it.  Because  sometimes 
we  goof.  Sometimes  we  mishandle 
a  suitcase.  If  it's  yours,  what  good  is 
a  pretty  good  record? 

We  know  there  are  a  lot  of 
airlines  out  there  you  could  fly 
besides  Eastern.  So  if  we  want  you 
to  fly  Eastern  all  the  time,  we  have 
to  earn  our  wings  every  day. 
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S  EASTERN  THE  WINGS  OF  MAN 


-THE  Wir<GS  Of  MAN"  IS  A  PF.GISTEREO  SERVICE  MARK  OF  EASTERN  AlR  LINES,  INC 


hat's  Crane 
up  to  in  steel? 


Crane's  CF&I  Steel  Corporation  is  putting  its  brand 
all  over  the  West. 

Located  in  Pueblo,  Colorado,  CF&I  is 
a  fully  integrated  regional  steel  company 
with  its  own  raw  materials.  Today  CF&I 
is  turning  out  more  steel  than  ever, 
approximately  1.2  million  tons  a  year. 

What's  Crane  up  to?  Steelmaking 
that  puts  us  deeply  into  the  oil 
industry,  railroads,  mining 
and  construction.  As  well  as 
planned  growth  in  other 
important  areas  like  pollution 
control  and  energy.  It  adds  up 
to  more  than  $l-biUion  in  sales. 


Crane  Co.,  SOO-Park  Avenue 
New  Yofk,^.Y.  10022 
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CRANE 


Fluid  &  pollution  control  /  Steel  /  Building  products  /  Aircraft  &  aerospace 


More  Of  The  Same 

The  farm  bowl  is  still  flowing  for 

Monsanto— and  looks  as  though  it  will  continue. 


When  St.  Louis-based  Monsanto  Co. 
got  50%  of  its  operating  earnings  last 
year  from  one  product  area— agricul- 
t\iral  chemicals— that  accounted  for 
just  15%  of  sales,  it  seemed  smart  to 
predict  that  such  a  bonanza  couldn't 
last.  Surely  a  host  of  new  competitors 
would  come  crowding  into  the  field 
and  nibble  the  margins  away. 

But  this  year  so  far  has  brought 
nothing  but  more  of  the  same.  In  the 
first  quarter  of  1976,  ag  chemicals 
provided  half  of  the  company's  $157- 
milhon  profit  on  only  23%  of  its  $1.2- 
billion  sales.  That's  still  a  beautiful 
margin:  52%  before  taxes,  about  30% 
after  taxes.  What  a  come-on  for  the 
competition! 

Only  the  field  doesn't  show  any  sign 
of  overcrowding,  nor  does  it  seem 
likely  to.  It  is  not  merely  that  Mon- 
santo depends  heavily  on  its  patented 
herbicides  like  Lasso  and  Rovmdup, 
the  fruits  of  long  years  of  past  re- 
search; another  problem  for  would-be 
new  competitors  is  the  unique  mar- 
keting system  involved. 


Monsanto— and  the  same  goes  for 
other  established  companies  in  ag 
chemicals  like  Statiffer,  Ciba-Geigy, 
Shell  Chemical,  Eli  Lilly  and  Bayer 
A.G.  subsidiary  Chemagro— put  to- 
gether formulas  for  specific  U.S. 
counties.  Monsanto's  product  for  a 
given  county  might  be  designed  to 
work  on  narrow-leaf  weeds,  for  exam- 
ple, its  competitor's  product  on  broad- 
leaf  weeds.  Once  a  formula  is  devel- 
oped, it  must  also  have  Environmen- 
tal Protection  Agency  approval  before 
being  sold.  "We  have  hundreds  of 
people  in  the  field  and  lots  of  experi- 
ence," says  Monsanto  Chairman  John 
Hanley,  who  came  from  Procter  & 
Gamble  in  1972.  "This  is  not  some- 
thing you  can  do  from  New  York." 

The  Far-Out  View 

Admitting  the  marketing  difiiculties, 
those  margins  are  worth  taking  some 
trouble  to  get.  What  about  big  com- 
panies that  don't  scare  easily:  Can 
Monsanto  expect  a  confrontation  from 
outfits    like,    for    example,    American 


Cyanamid  or  Rohm  &  Haas? 

Against  that  possibility,  Hanley  is 
sinking  money  into  what  he  calls  the 
next  two  generations  of  agricultural 
chemicals. 

The  first  generation,  which  he  says 
will  be  Monsanto's  agricultural  chemi- 
cals for  the  Eighties,  are  plant-growth 
regulators.  "They  will  be  able  to  do 
things  like  make  a  whole  field  of  let- 
*  tuce  mature  at  the  same  time,"  he  ex- 
plains, "so  it  can  be  harvested  with- 
out waste.  Or  make  a  sugar  beet 
plant  have  the  optimum  amount  of 
sugar  in  it." 

And  after  that?  The  next  genera- 
tion, he  says,  will  come  from  Mon- 
santo's work  in  cell  biology,  its  studies 
of  basic  plant  genetics.  There's  no 
telling  what  that  could  produce,  he 
indicates— "maybe  a  plant  that  can  be 
grown  in  very  saline  soil  because  its 
roots  will  extract  the  salt.  Or  a  tomato 
shaped  like  a  cucumber  that  can  be 
packed  and  shipped  easily." 

Remember  that  mammoth  banana 
peel  Woody  Allen  slipped  on  in 
Sleeper?  And  the  giant  stalk  of  celery 
he  was  trying  to  lug  around?  That's 
what  John  Hanley 's  dreaming  of  these 
days.  With  these  profit  margins,  he 
certainly  has  the  opportunity  to  try 
to  develop  such  things,  and  in  the 
process  help  feed  the  hungry  future.  ■ 


That's  a  Butler  iNiilding?' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
oflei  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

lo  learn  more  abt)ut  beauti- 
ful, time  an(.l  money  saving 


Butler  huiklings  and  the  local, 
indepetulent  contractor  who  can 
buiUI  one  \'oi  you.  v\rile  Butlei 
Mlg.  (  o..  BMA   louer    Depl. 
B^^X).  Kansas  (  iiy.  Mo.  (>4I4I. 
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CBS  Under  Pressure 


If  you  have  to  slip,  it's  better  to  slip  when  business  is  good.  That 
gives  you  a  better  chance  to  recoup.  Like  CBS  in  1976,  for  example. 


"Compulsion"  is  a  recurring  word 
with  Arthur  Taylor,  the  young  (40) 
president  of  CBS  Inc.— meaning  an 
executive  decision  should  not  be 
made  under  pressure,  but  deliberate- 
ly, in  tranquility. 

This  precise  and  reflective  manage- 
ment style  is  now  getting  its  severest 
test.  For  not  only  does  CBS  face  the 
gravest  of  threats  to  its  21 -year  domi- 
nation of  network  television  next  fall; 
it  is  rebuilding  its  programming  de- 
partment and  most  of  the  top  man- 
agement structure  of  its  network  this 
summer. 

A  year  ago  CBS'  programming 
chief,  Fred  Silverman,  left  to  join 
American  Broadcasting  Cos.  Some 
changes  since  that  time: 

•  ABC  stunned  the  industry  by 
running  No.  One  in  the  ratings  for  11 
straight  weeks  and  winding  up  two 
points  ahead  for  that  period  (al- 
though CBS  retained  its  crown  for 
the  entire  season).  Armed  now  with 
The  Six  Million  Dollar  Man  and  Bar- 
bara Walters,  the  $5-million  woman, 
the  onetime  stepchild  of  the  networks 
aims  to  take  over  first  place  next  fall 
and  keep  it. 

•  CBS  Network  President  Robert 
D.  Wood  resigned  after  seven  years  in 
the  job,  citing  relentless  pressures. 

•  Silverman's  replacement  as  pro- 
gramming   chief,    Lee    Currlin,    was 
abruptly  relieved  of  his  duties  and  re-* 
assigned   as   vice   president   for   sales 
planning. 

•  CBS's  two  top  programming  ex- 
ABC  Troops:  $5-million  woman  . . . 


ecutives  on  the  West  Coast,  Vice 
Presidents  Perry  Lafferty  and  Frank 
Barton,  resigned,  both  to  go  with  pro- 
duction companies. 

•  Irwin  Segelstein,  former  second- 
in-command  in  programming  and  la- 
ter head  of  CBS  Records,  was  hired 
by  NBC  to  be  its  programming  chief. 

"I'd  like  to  thank  a  lot  of  people 
at  CBS,"  quipped  Allan  Bums,  co- 
executive  producer  of  the  Mary  Tyler 
Moore  Show,  picking  up  his  Emmy 
May  17.  "But  unfortunately,  none  of 
them  are  there  anymore." 

It  all  means,  among  other  things, 
that  all  three  TV  networks  are  now 
being  programmed  by  CBS  alumni, 
and  that  CBS   must  carry  out  what 

. .  .$6-million  man  . . . 


Taylor  calls  "a  massive  reorganiza- 
tion" of  the  network  and  a  revitaliza- 
tion  of  the  programming  at  the  same 
time.  "Every  once  in  awhile,"  he  says, 
"it's  very  good  to  take  the  puzzle 
apart  and  put  the  pieces  of  the  puzzle 
back  together.  And  that's  precisely 
what  we're  doing."  Only  it's  not  quite 
as  voluntary  as  Taylor  makes  it  sound. 

CBS  has  gone  both  inside  and  out- 
side the  company  to  fill  the  chairs. 
Wood  was  replaced  as  network  presi- 
dent by  Robert  J.  Wussler,  39,  a  long- 
time CBS  news,  sports  and  station 
management  executive.  Currlin  was 
replaced  as  programming  chief  by  B. 
Donald  Grant,  who  had  been  in 
charge  of  daytime  programming. 
Robert  A.  Daly,  39,  formerly  net- 
work vice  president  of  business  af- 
fairs, became  executive  vice  president 
of  the  network.  Barry  Frank,  a  former 
CBS  and  ABC  executive  who  has 
been  an  independent  producer  for  the 
last  five  years,  was  hired  to  head 
CBS  Sports.  A  West  Coaster,  WiUiam 
Self,  president  of  20th  Century-Fox 
Television,  replaced  Lafferty.  To  re- 
place Barton,  CBS  hired  both  Richard 
Berger,  a  Fox  assistant  vice  presi- 
dent, who  will  be  in  charge  of  drama 
development,  and  Andrew  Siegel, 
former  ABC  prime-time  comedy  pro- 
grammer,  for   comedy   development. 

The  departures  and  promotions 
have  cut  deeply  into  the  bench. 
"That's  what  a  bench  is  for,"  replies 
Taylor.  "What  this  has  demonstrated 
is  that  NBC  and  ABC  don't  have  a 


bionic  woman. 


j-^r. 


bench.  It's  like  having  a  reservoir. 
Somebody  might  say,  'Don't  take  any 
water  out  of  our  reservoir.'  What  is  a 
reservoir  for?" 

Reservoir  or  bench,  at  the  very  top 
there  are  only  two  executives  remain- 
ing from  the  days  when  the  great  pro- 
grammers built  CBS  into  the  cham- 
pion of  network  entertainment  over 
the  decades.  One  is  John  A.  Schnei- 
der, president  of  the  CBS  Broadcast 
Group,  who  is  in  overall  charge  not 
only  of  the  network  but  of  CBS  News, 
the  five  CBS-owned  TV  stations,  the 
CBS  radio  network  and  the  14  CBS- 
owned  radio  stations.  The  other  is  the 
old  master  himself,  chairman  and 
founder  William  S.  Paley,  still  fit  and 
vigorous  at  75  and  still  a  pervasive 
force  at  CBS. 

Young  and  old,  they  have  their 
work  cut  out  for  them.  On  Mar.  29, 
1974,  A.C.  Nielsen  &  Co.  reported 
that  for  the  preceding  week,  every 
one  of  the  top  ten  programs  on  net- 
work TV  and  17  of  the  top  20  were 
on  CBS.  This  year,  for  the  correspond- 
ing week,  ABC  had  seven  of  the  top 
ten  and  12  of  the  top  20. 

The  conventional  wisdom  is  that 
there  is  a  Law  of  Nielsen  in  TV: 
One  point  in  the  overall  ratings  equals 
$15  million  to  $20  million  in  advertis- 
ing the  following  year.  But  the  TV 
economy  is  so  strong  now  that  it  over- 
rides the  law.  Says  Clifford  A.  Bot- 
way,  whose  advertising  firm  special- 
izes in  buying  network  time  for  cli- 
ents: "This  is  now  a  commodities  mar- 
ket. If  advertisers  think  ABC  is  going 
to  be  the  No.  One  network  next  year, 
they'll  turn  there  first  and  to  CBS 
second.  It's  then  conceivable  that 
NBC,  which  has  been  taking  a  terrible 
beating  in  the  ratings,  can  raise  its 
prices  and  get  more  revenue  just  be- 
cause it's  got  the  only  time  left."  Right 
now  advertising  time  is  sold  out  up 
until  Christmas,  and  all  three  net- 
works are  getting  20%  to  22%  above 
last  year.  Under  the  circumstances, 
as  Taylor  puts  it:  "This  isn't  really  a 
revenue  problem.  It's  a  macho  prob- 
lem."  This,   however,   could   change. 

Botway  goes  on:  "Let's  say  terrible 
things  happen  around  New  Year's— 
Italy  falls,  the  recovery  fails,  or  some- 
thing. Then  the  advertisers  are  going 
to  go  to  the  networks  and  ask  them 
to  buy  back  some  of  that  time.  They 
will  try  to  dump  stuff  bought  at  the 
highest  price  and  bought  on  programs 
that  are  not  doing  well."  Exit  the 
law  of  commodities  markets.  Enter 
the  Law  of  Nielsen.  Exit  macho.  En- 
ter lower  profits. 

CBS  is  one  of  the  world's  most 
spectacular  corporations.  It  took  41 
years  for  Paley  to  build  it  from  a 
ragtag  radio  network  into  a  billion- 
dollar    company.    It    has    taken    only 
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Taylor  of  CBS 

seven  more  to  become  a  $2-billion 
one,  a  mark  it  will  pass  this  year.  The 
CBS  television  network  is  the  world's 
largest  advertising  medium.  Its  record 
group  is  the  world's  largest  record 
company.  Lasr  year,  it  had  its  fourth 
straight  year  of  record  profits  and  its 
27th  straight  year  of  record  revenues 
(and  it  reported  records  in  both  cate- 
gories again  in  the  first  quarter  of 
1976).  Its  1975  revenues  were  just 
under  $2  billion,  on  which  it  netted 
more  ($123  million)  than  RCA  did 
on  $4.8  billion  ($110  million). 

And  it  is  in  a  business  where  it's 
very  difficult  to  lose  money  no  matter 
what  you  do. 

A  Volatile  Dynamic 

So  what's  to  worry  about?  Two 
things:  All  this  enormous  profitability 
rests  on  a  highly  volatile  dynamic— 
the  viewing  habits  of  the  American 
public.  And  it  is  highly  visible,  highly 
exposed,  constantly  the  target  of  hos- 
tile pressure  and  ideological  winds. 
"We  operate  in  a  goldfish  bowl," 
Wood  said  when  he  resigned.  "Every- 
thing we  do  is  watched." 

The  five  owned  stations  are  par- 
ticularly vulnerable.  They  are  sub- 
ject to  periodic  license  renewal  by 
the  Federal  Communications  Com- 
mission, and,  although  it  is  unlikely, 
could  someday  have  them  taken 
away.  Network-owned  stations,  which 
have  the  highest  percentage  of  profit 
in  broadcasting— 22%  of  revenues  last 
year— are  also  where  the  impact  of 
ratings  shows  up  first.  Nielsen  takes 
"sweeps"  in  all  local  markets  periodi- 
cally, separate  from  the  regular  net- 
work ratings.  Following  last  Feb- 
ruary's sweep,  ABC's  prime-time  dom- 
inance propelled  ABC  stations  from 
No.  Three  to  No.  One  in  market  after 
market.  They  promptly  raised  their 
local  rates. 

So  prudence  compels— despite  Tay- 
lor's aversion  to  the  word— that  a 
broadcasting  company  diversify.  CBS 


has  spent  millions  over  the  years  to 
do  this,  with  results  that  are  more  ef- 
fective at  the  top  of  the  balance  sheet 
than  at  the  bottom.  About  55%  of  its 
revenue  now  comes  from  nonbroad- 
cast  activities  but  only  31%  of  profits. 
The  TV  network  produces  nearly 
half  the  profits,  the  CBS-owned  sta- 
tions nearly  20%. 

Taylor,  who  majored  in  history  at 
Brown  University  and  speciahzed  in 
linance  at  First  Boston  Corp.  and  In- 
ternational Paper,  was  considered  an 
acquisitions  specialist  when  Paley  ap- 
pointed him  president.  In  the  four 
years  he  has  been  at  CBS  he  has  not 
acquired  anything  big.  He  does  not 
feel  "compelled"  to  do  so,  either.  "Get- 
ting the  idea,  buying  a  company— 
that's  the  easy  part,"  he  says.  "Getting 
it  to  run  right,  getting  it  to  adapt  to 
its  environment,  getting  management 
structures  in  place,  the  digestion  of 
it— that's  the  hard  part.  And  we  know 
that  lesson  here." 

On  the  other  hand,  "We  do  keep  an 
active  lookout.  We  feel  we  owe  that 
to  our  shareholders."  For  what  kind 
of  company?  "We  would  certainly 
like  to  stay  in  the  area  of  pictures 
and  language,  but  not  rule  out  other 
services.  It's  easy  to  say  what  we're 
not  interested  in,  which  are  capital- 
intensive,  heavily  manufacturing-ori- 
ented businesses.  This  management 
style  is  much  more  attuned  to  a  pro- 
motionally  oriented  business." 

In  the  meantime,  there's  that  show- 
down at  the  pass.  CBS's  fall  schedule, 
announced  before  Wood's  departure, 
contains  few  surprises  such  as  CBS 
has  sprung  in  the  past— like  1971, 
when  it  shed  its  folksy,  rural  image 
and  remade  network  TV  with  All  in 
the  Family. 

Taylor  attributes  ABC's  success  this 
year  largely  to  its  "8  to  9  o'clock  for- 
mat—the bionic  woman,  the  bionic 
man,  and  so  forth— and  the  fact  that 
some  shows  developed  a  cult  char- 
acter, like  Fonzi  in  Happy  Days. 
Some  of  that  is  skill  and  some  of  that 
is  good  fortune." 

Nevertheless,  as  Mike  Dann,  who 
held  the  CBS  programming  chiefs 
job  longer  than  anyone  and  now  is  a 
TV  consultant,  says:  "If  it's  not  on 
the  tube,  it's  nowhere.  And  the  pro- 
gramming chief  is  the  man  who  puts 
it  on  the  tube."  Silverman's  decision 
to  spin  off  The  Six  Million  Dollar 
Man's  mate.  The  Bionic  Woman,  into 
a  series  that  became  a  huge  success 
is  the  instinctual  stuff  of  which  pro- 
gramming—and   revenues— are    made. 

Of  the  ABC  challenge,  Taylor 
quotes  Queen  Victoria:  "We  are  not 
amu.sed."  And  adds:  "Do  we  have  the 
resources  to  meet  it?  You  bet  your 
wazoo  we  do." 

It  should  be  a  lively  summer.  ■ 
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The  control  center  of  the  Mercedes- Ben?  280  —  the  most  copied  sedan  in  the  world. 


What  does  it  feel  like 
to  drive  the  most  copied  sedan 

in  the  world? 


Eight  of  the  world's  major  automo- 
bile makers  have  either  compared 
their  cars  to  the  Mercedes-Benz  280  — 
or  have  actually  tried  to  copy  it.  Your 
first  drive  will  show  you  that  no  one 
has  copied  the  280  at  all. 

When  you  take  the  wheel  of  a  280 
Sedan,  the  automobile  states  its  own 
case.  Listen  to  the  engine.  It's  a  sophis- 
ticated overhead  camshaft  six. 

Press  the  280  into  a  tight  turn.  Fully 
independent  suspension  gives  you  un- 
canny  road  adhesion.   And,  because 
every  wheel  has  its  own  separate  sus- 
pension system,  bumps  or  potholes 
can  affect  only  one  wheel. 


It's  a  different  story  with  most  of 
the  imitators.  Their  rear  axles  are  single 
rigid  units.  So  a  jounce  on  one  wheel 
produces  a  bounce  on  its  mate. 

You  get  what  you  pay  for 

Others  have  copied  the  280's  lines  and 
many  of  its  dimensions.  But  few  have 
attempted  to  copy  the  completeness  of 
its  standard  features.  And  none  has 
matched  all  of  its  engineering  features. 
Features  that  give  you  greater  safety, 
comfort  and  performance.  Features 
that  account  for  the  280  Sedan's  price. 


Finally,  consider  this  financial  fact. 
Based  on  the  average  official  used  car 
prices  over  the  past  five  years,  a 
Mercedes-Benz  holds  its  value  better 
than  any  make  of  luxury  car  sold  in 
America.  And  even  among  the 
Mercedes-Benz  models  listed,  the  280 
Sedan's  figures  are  outstanding. 

You  get  what  you  pay  for  in  the 
280:  a  unique  driving  experience  that 
is  the  sum  of  all  the  reasons 
why  the  280  is  the  most  copied 
sedan  in  the  world. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 


I  ICC    LI  let  L 
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The  280  Sedan:  Rewards  you  may  never  have  experienced  in  an  automobile. 
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^7  to  talk 
cUreodyto 
European 
investors. 

Foreign  holding  in  U.S.  stocks  and 
bonds  are  now  estimated  in  excess 
of$80to$85billioa 

European- based  institutions 
represent  the  largest  percentage  of 
these  investors,  and  their  interest 
(and  participation)  is  growing  every 
day. 

How  to  reach  them? 

In  the  pages  of  the  one  news- 
paper read  regularly  by  more 
members  of  the  European  financial 
community  than  any  other  publi- 
cation: 

The  International 
Herald  Tribune. 

One  reason  is  this:  it's  the 
single  source  for  complete  daily 
New  York  and  American  Stock 
Exchange  listings  on  the  continent, 
and  so  it's  required  reading  for  all 
money  men. 

Another  is  that  the  Herald 
Tribune  is  available  in  all  the  major 
European  financial  centers  early 
every  day.  Frankfijrt  reads  it  as 
Geneva,  Zurich,  Amsterdam, 
London  and  Paris  read  it 

So  if  you  have  a  message  for 
European  investors... 

Your  advertising 

schedule  should  start 

with  the  International 

Herald  Tribune. 

Space  is  available.  Rates  are 
commensurate  with  its  highly  selec- 
tive business  audience. 

Qosing  dates  are  short  and  the 
one  language  is  English,  for  every 
country  in  Europe. 

For  other  details  and  a  recent 
copy  of  the  International  Herald 
Tribune... 

Write  or  phone : 
Frank  Tortorello  in  New  York. 
444  Madison  Avenue,  New  York, 
N.Y  10022.  Tel.  (212)  752-3890. 

Gerald  White  in  Chicago. 
230  N.Michigan  Ave.,  Qiicago, 
I1L6060L  Tel.  (312)  641-2762. 
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The  Rough  Road  Back 


New  management  has  fixed  many  of  Ampex'  weaknesses. 
Is  this  battered  company  a  genuine  turnaround? 


Can  a  badly  run  company  produce 
an  excellent  product?  In  the  case  of 
Redwood  City,  Calif. 's  Ampex  Corp. 
the  answer  was  a  resounding  yes.  In 
Wall  Street,  where  it  has  been  a  mul- 
tiple disappointment,  Ampex'  name  is 
mud.  Financially,  the  company  has 
yet  to  recover  from  1972  when  write- 
oflFs  caused  a  $90-million  loss  on  sales 
of  $284  million  and  forced  out  its 
chief  executive,  William  Roberts. 

Fortunately  for  the  employees  and 
stockholders,  however,  Ampex  had  a 
strength  that  neither  mismanagement 
nor  badly  conceived  diversification 
could  destroy:  Its  video  equipment  is 
an  excellent  product.  In  broadcast 
videotape  recorders  for  the  profes- 
sional market,  it  has  61%  of  the  mar- 
ket, vs.  RCA's  34%.  Overseas,  Ampex 
has  established  a  position  of  domi- 
nance in  countries  as  far-ranging  as 
Israel  and  the  People's  Republic  of 
China.  Since  1972  foreign  sales  have 
doubled,  accounting  for  45%  of  rev- 
enues in  1975,  as  countries  like  South 
Africa  and  Indonesia  begin  to  make 
heavy  commitments  to  television.  And 
when  Australia  introduced  color  TV 
last  year,  it  represented  a  $14-million 
sale  for  Ampex.  Closer  to  home,  net- 
works will  use  $11  million  worth  of 
Ampex    equipment    to    broadcast    the 


Svmimer  Olympics,  and  the  Canadian 
Broadcasting  Corp,  has  purchased  33 
of  Ampex'  highly  successful  AVR-2 
video  recorders. 

(  "The  video  division  has  always 
made  money,"  says  private  consultant 
Joseph  Roizen,  who  worked  for  Am- 
pex for  12  years.  "It  supported  the 
rest  of  the  hangers-on.  And  today  it 
is  better  than  it  ever  was." 

With  Roberts  on  his  way  out,  the 
board's  executive  committee,  led 
by  retired  financier  Richard  Elkus, 
reached  down  into  the  ranks  and  se- 
lected an  executive  vice  president,  Ar- 
thur Hausman,  to  run  the  company. 
While  Elkus,  who  became  Ampex' 
chairman  in  late  1972,  pacified  the 
banks,  to  whom  Ampex  was  deeply 
in  debt,  Hausman  reorganized.  A 
slightly  built,  affable  engineer,  Haus- 
man, 52,  has  dropped  losing  lines  and 
the  company  now  concentrates  on  only 
three  areas,  audio-video  equipment, 
magnetic  tape  and  Hausman's  old 
computer  memories  division.  The  big 
research  and  development  money  now 
goes  to  video.  "Our  R&D  commit- 
ment to  video  was  a  recognition  that 
it  was  our  greatest  strength  and  took 
first  priority,"  says  Hausman.  "Two- 
thirds  of  what  we  sold  last  year  wasn't 
even  in  existence  five  years  ago." 
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Ampex'  BCC-2  camera  and  backpack  permits  on-the-spot  TV  pictures  and  sound 
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At  the  National  Association  of 
Broadcasters'  big  trade  show  this 
March,  Ampex  arrived  for  the  first 
time  with  a  full  line  of  broadcast 
equipment,  including  entries  into  the 
rapidly  growing  market  for  light- 
weight cameras  and  portable  record- 
ers for  electronic  news  gathering. 
Through  arrangements  with  Nippon 
Electric  Corp.  and  Japanese  Victor 
Corp.,  Ampex  now  has  a  small  cam- 
era to  compete  with  industry  lead- 
er Ikegami  Electronics,  Inc.  and  a  re- 
corder to  go  up  against  Sony  for  on- 
the-spot  taping. 

In  video  recorders,  Ampex  has  tra- 
ditionally concentrated  on  the  high 
end  of  the  market  where  its  tech- 
nological leadership  was  virtually  un- 
challenged and  gross  profit  margins 
were  often  30%.  But  a  new  wave  of 
competition  arose  from  smaller  pro- 
ducers, like  International  Video  Corp., 
who  make  broadcast-quality  recorders 
for  half  the  price.  They  cut  costs  by 
using  what  is  called  a  helical  scan 
rather  than  the  more  expensive  quad- 
ruplex  system  employed  by  Ampex 
and  RCA.  Now  Ampex  has  introduced 
a  helical  recorder  of  its  own,  the 
VPR-1,  which  appeals  to  budget- 
minded  broadcasters  who  want  stu- 
dio-quality reproduction  but  not  nec- 
essarily the  quality  that  comes  with 
the  $100,000-plus  quad  machines. 
Ampex  is  clearly  in  the  running  now, 
for  the  big-dollar  broadcasters— flush 
from  two  years  of  prosperity— will  be 
spending  to  upgrade  and  further  auto- 
mate their  facilities. 

Hard  Financial  Row 

But  while  the  product  line  is  ex- 
cellent, Ampex  is  still  under  water 
from  a  financial  point  of  view.  Haus- 
man  and  Elkus  have  reduced  debt 
from  $253  million  to  $110  million, 
but  debt  still  represents  60%  of  cap- 
italization—far too  much  for  a  com- 
pany of  this  type.  Profits  for  1975, 
though  the  best  in  years,  were  only 
about  2.5  cents  on  the  sales  dollar. 

This  year  promises  to  be  better: 
Steven  Gross,  Bateman  Eichler,  Hill 
Richard's  cpnsumer  electronics  ana- 
lyst, predicts  earnings  from  continu- 
ing operations  of  60  cents  a  share  for 
the  fiscal  year  ended  this  April— dou- 
ble that  of  fiscal  1975.  As  far  as 
investors  are  concerned,  however, 
Ampex  is  still  a  fallen  angel.  They 
have  yet  to  be  persuaded  that  Am- 
pex has  the  muscle  to  back  its  long 
run  against  heavy-gauge  competition. 
Although  up  from  a  rock-bottom  low 
of  $2  a  share  in  1974,  the  stock  now 
sells  for  around  $8— a  far  cry  from 
the  $50  it  sold  for  in  1969.  Investors 
and  analysts  erred  on  the  bullish  side 
about  Ampex  in  the  past.  Are  they 
erring  this  time  on  the  bearish  side?  ■ 
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At  the  Hyatt  Regency®  Memphis.. we  call  it  "Rise  and  Shine"  and  what 

better  way  to  kick  off  your  day  than  to  wake  up  to  a  continental  breakfast 

brought  to  your  door  with  a  bright  shiny  smile. . .  and  a  bright  shiny  pair 

of  shoes.  Yours. 

Just  order  your  breakfast  the  night  before.  We'll  pick  up  your  shoes  and 

return  them  next  morning... shined  with  our  compliments. 

One  more  special  touch . . .  uniquely  Hyatt.  A  Touch  of  Hyatt.  It  means 

we're  doing  whatever  it  takes  to  make  you  want  to  stay  with  us. .  .again. 
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We're  not  simply  in  the  business  of  making 
tires.  We're  in  the  business  of  helping  people. 
And  in  hospitals,  where  help  is  often 
needed  most,  you'll  find  Fireston 
(1)  natural  latex  in  tubing  for  oxygen 
equipment  and  heart  machines;  (2)  vinyl 
in  the  non-woven  fabric  gowns,  caps  and 
masks  and  (3)  in  blood  and  intravenous 


solution  bags;  (4)  Diene™  in  disposable  glasses 
and  water  bottles;  (5)  plastics  in  surgical 
**  tapes  and  dressings,  pouches,  and  syringes; 
(6)urethane  foam  mattresses;  and,  of 
course,   (7)   we're    right   there    with 
radial  tires  for  ambulances  and  emer- 
gency vehicles.  Wherever  we  at  Firestone 
can  help,  we  do. 


For  more  information  about  these  and  other  products  in  this  series,  write  Firestone,  Dept.  CG,  1200  Firestone  Parkway,  Akron,  Ohio  44J1 7 


As  We  See  It 


Every  day,  in  many  ways, 
our  free  enterprise  system 
dies  a  little.  It  is  not 
perishing  at  the  barricades, 
but  in  the  law  courts. 


"The  corporate  form  of  organization 
is  likely  to  disappear  connpletely," 
predict  Michael  C.  Jensen  and  Wil- 
iiann  H.  Meckling  in  a  provocative 
white  paper  that  appeared  recently. 
In  industries  such  as  oil,  transporta- 
tion and  utilities,  private  enterprise 
may  disappear  within  the  decade. 

Marxism? 

On  the  contrary,  both  men  are 
confirmed  capitalists.  Meckling  is 
dean  of  the  Graduate  School  of 
Management  at  the  University  of 
Rochester  in  upstate  New  York,  a 
former  economist  for  The  Rand  Cor- 
poration, who  has  done  extensive 
work  ^for  the  military  and  various 
branches  of  the  Federal  Government. 
Jensen,  who  did  his  graduate  work 
in  economics  at  the  University  of 
Chicago,  is  an  associate  professor  of 
finance  under  Meckling  and  found- 
ing editor  of  the  Journal  of  Finan- 
cial Economics. 

What's  happening,  both  men  say, 
is  that  property  rights,  contractual 
rights,  are  being  steadily  eroded  by 
the  Government  in  the  guise  of  pro- 
tecting the  consumer,  protecting  the' 
poor,  protecting  the  "public." 


What  is  the  dean  of  a  respected 
business  school  at  a  university 
staunchly  supported  by  Eastman  Ko- 
dak and  Xerox  doing  predicting  the 
end  of  private  enterprise  in  the  U.S.? 

Meckling:  If  you  look  at  a  corpora- 
tion as  rfothing  but  a  set  of  contracts 
—as  Mike  Jensen  and  I  did  in  a  pa- 
per presented  last  year  entitled  A 
Theory  of  the  Firm— what  really  hits 
you  over  the  head  is  the  vulnerability 
of  all  those  contractual  claims.  The 
whole  business  of  a  corporation  de- 
pends essentially  on  being  able  to  de- 
fend those  claims.  When  there  are 
growing  uncertainties  as  to  the  rules 
of  the  game  brought  about  by  abroga- 
tions of  contractual  agreements  by 
government,  the  demand  for  capital 
by  corporations  will  go  down.  And 
investors  will  ask  themselves:  "How 
likely   am   I   just   to   have   the   whole 


Jensen  and  Meckling 

thing  expropriated?" 

Jensen:  A  clear-cut  example  is  the 
Penn  Central  case,  where  regulations 
and  constraints  imposed  on  manage- 
ment by  the  Interstate  Commerce 
Commission  resulted  in  bankruptcy. 

With  a  little  assist  from  mismanage- 
ment, wouldn't  you  say? 

Jensen:  Well,  there  were  lots  of 
things  management  wanted  to  do  and 
wasn't  allowed  to  do— such  as  the 
elimination  of  passenger  trains  and 
vast  amounts  of  trackage— some  of 
which  ConRail  and  Amtrak  have  been 
able  to  do. 

The  point  is,  it  pays  us  to  go  to 
the  political  sector  and  expend  re- 
sources to  get  them  to  reallocate  re- 
sources from  others  to  ourselves.  It's 
not  that  any  particular  individuals  in 
that  system  are  evil.  It's  that  the  re- 
sults of  the  system  are  evil. 

They're  certainly  "evil"  for  the  cred- 
itors of  Penn  Central  who  thought 
they  had  a  claim  on  $7.5  billion 
worth  of  assets  and  will  probably  be 


paid  less  than  $450  million  over  a 
decade  from  now.  You  think  bank- 
ruptcy would  have  been  preferable? 

Meckling:  Yes.  Because  there  would 
have  been  a  more  equitable  resolu- 
tion of  losses.  Bankruptcy  is  not  the 
destruction  of  assets. 

But  wouldn't  public  users  of  Penn 
Central  have  been  hurt  even  more  by 
bankruptcy? 

Jensen:  I  don't  quite  understand 
what  the  interests  of  the  court-ap- 
pointed trustee  are.  But  they  clearly 
don't  have  any  interest  in  tackling  the 
labor  unions  or  making  major  changes 
in  the  way  the  road  is  run  in  order  to 
reduce  the  rate  at  which  the  rolling 
stock  in  the  whole  railroad  is  being 
wasted  away. 

In  the  case  of  New  York  City, 
holders  of  $1.6  billion  in  city  notes 
were  offered  the  choice  of  holding 
them  through  the  moratorium  or  tak- 
ing 8%  "Big  Mac"  bonds  maturing  in 
ten  years  and  representing  no  enforce- 
able claim  on  the  city  or  state  of  New 
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A  surge  of  claims  and  law- 
suits, greatly  increased  jury 
awards  and  broadened  inter- 
pretations of  product  liability, 
have  created  severe  problems 
for  todays  manufacturers* 

Abrief  review  by  INAof  an 
insurance  topic  of  interest  to 
business  executives. 


Americans'  concerns  about  the  products  they 
use,  both  at  work  and  away  from  it,  have  increased 
rapidly  in  recent  years.  There  is  a  growing  expecta- 
tion that  goods  will  not  be  offered  for  sale  unless 
surrounded  by  every  possible  safeguard  against 
misuse  and  injury,  and  a  greater  inclination  to  seek 
legal  redress  when  product  related  losses  or  acci- 
dents occur. 

These  attitudes  are  accompanied  by  heightened 
expectations  of  compensation  for  injuries 
connected  with  product  use.  As  the  number  of  in- 
surance claims  and  lawsuits  has  soared,  so  has  the 
size  of  awards  in  product  liability  cases. 

At  the  same  time,  the  concept  of  product  lia- 
bility has  widened  to  take  in  situations  where  lia- 
bility was  formerly  thought  not  to  exist. 

For  example,  claims  have  been  made  against 
manufacturers  for  products  built  and  sold  as  long 
as  15  or  more  years  ago,  even  though  the  products 
may  have  changed  hands,  gone  through  several 
modifications,  or  even  been  misused  by  their 
owners. 

Before  the  upsurge  of  product  liability  cases, 


there  would  have  been  little  likelihood  of  such 
claims  being  made,  and  even  less  likelihood  that 
they  would  have  succeeded.  Manufacturers  and 
suppliers,  in  short,  today  are  more  accountable  and 
face  greater  financial  exposure  for  everything  they 
make  and  sell. 

The  cumulative  effect  of  these  trends  on  the 
costs  of  providing  product  liability  insurance  has 
been  predictable.  In  1975,  insurers  incurred  $1 1( 
of  losses  and  expenses  for  every  $100  they  earnn 
in  premiums  on  miscellaneous  liability  coverages 
much  of  which  was  product  1  iabil  ity.  Premiums  hav{ 
risen,  resulting  in  higher  business  costs  for  mai. 
ufacturers  and  suppliers.  However,  it  is  douhtfn 
that  the  effect  of  future  claims  can  be  predicts 
either  by  insurers  or  insureds. 

In  some  industries  where  product  liability  ex- 
posures and  expenses  are  particularly  high,  such 
as  the  machine  tool  industry,  several  companies 
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have  said  they  may  be  forced  out  of  business  en- 
tirely, because  potential  product  fiability  claims 
could  exceed  their  total  assets. 

What  can  be  done  ? 

The  current  trend  of  product  liability  awards 
threatens  to  outstrip  all  efforts  to  finance  them, 
leading  to  a  possible  breakdown  of  the  compensa- 
tion mechanism  itself.  This  has  led  fo  an  urgent 
search  for  remedies  by  manufacturers,  consumer 
groups,  the  legal  profession  and  the  insurance 
industry. 

Proposals  have  been  made  for  modifications  in 
the  existing  legal  system  under  which  negligence, 
liability  and  subsequent  awards  for  damage  are  de- 
termined, so  that  the  financial  burden  on  manu- 
facturers, and  indirectly  on  their  customers  in  the 
form  of  price  increases,  may  be  lightened. 

At  the  same  time,  many  executives  of  manufac- 


turing firms  are  focusing  ever-increasing  attention 
on  tighter  safety  programs— both  for  established 
products  and  for  new  product  development  activi- 
ties. Integral  parts  of  such  programs  include  exten- 
sive product  research  and  testing  before  production, 
painstaking  safeguards  during  manufacture,  and 
thorough  quality  testing  afterward. 

Better  quality  control. 

Many  insurance  companies  provide  profes- 
sional product  safety  and  quality  control  reviews 
as  part  of  their  underwriting  service.  By  holding 
down  insurance  premiums,  such  reviews  can  be 
very  much  in  the  manufacturers  interest.  In  some 
cases,  they  have  even  resulted  in  substantial  savings 
in  production  costs. 

As  a  fuller  discussion  of  product  liability  from 
an  objective  standpoint,  INA  has  prepared  a  book- 
let entitled,  "Product  Liability:  Some  Professional 
Considerations."  Copies  may  be  requested  by  writ- 
ing INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

*        *        * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  insurance, 
life  and  group  insurance,  reinsurance  and  risk  man- 
agement services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 


Insurance  Professionals 
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York,  and  backed  by  no  taxing  pow- 
er i?i  "Big  Mac."  They  might  have 
fared  better  in  formal  bankruptcy? 

Jensen:  Yes.  And  now  there  are  bills 
before  Congress  that  would  extend  to 
all  municipalities  the  right  to  abro- 
gate in  similar  fashion  the  rights  of 
existing  bondholders.  If  they  pass,  it 
wiU  cause  a  crisis  in  that  it's  going  to 
make  it  much  more  difficult  for  other 
localities  to  float  bonds.  Because,  in 
effect,  no  other  locality  will  be  able 
to  make  any  promises. 

You  see,  what  Bill  and  I  are  saying 
is  that  one  of  the  real  costs  of  chang- 
ing the  set  of  rights  in  a  contract 
that  has  been  entered  into  is  a  very 
indirect  cost— but  a  very  important 
one.  And  that  is  the  extent  to  which 
it  reduced  the  willingness  of  individ- 
uals to  enter  into  contracts  involving 
long-term  commitments  because  the 
probability  of  those  contracts  being 
enforced  has  gone  down. 

Meckling:  The  easier  it  becomes  to 
alter  those  rights,  the  less  valuable 
those  rights  become.  The  reason  they 
don't  generate  long-term  investments 
in  many  Latin  American  countries  is 
that  people  don't  believe  they're  go- 
ing to  be  able  to  collect  on  those  in- 
vestments because  of  the  pohtical  in- 
stability of  government. 

But  why  does  this  all  spell  doom 
for  most  private  enterprise  in  the  U.S.? 

Jensen:  The  process  has  been  going 
on  for  a  long  time  .  .  .  this  general 
erosion  of  private  rights  and  the  ex- 
pansion of  the  public  sector.  That 
happens  because  it's  in  the  interests 
of  special  interest  groups— often  com- 
panies themselves— for  that  to  hap- 
pen. And  it's  in  the  interests  of  pol- 
iticians and  bureaucrats  to  transfer 
rights  from  the  private  sector  to 
public  sector  so  they  can  increase 
their  own  power  and  the  demand  for 
their  services. 

For  a  year  and  a  half  now  there's 
been  a  substantial  move  in  Washing- 
ton to  deregulate  the  airlines  and 
trucking  industries.  And  where  do 
you  find  the  major  opposition  to  de- 
regulation coming  from?  The  tnick- 
ing  industry,  the  Teamsters  union,  the 
chairmen  of  the  board  of  the  airlines 
industry,  the  pilots  association. 

I  can't  think  of  a  single  "crisis" 
that's  been  solved  by  Government  in 
a  way  that  has  left  more  rights  in  the 
private  sector  than  what  we  started 
out  with.  In  every  single  case  the  so- 
lution  involves   some   transfer— some- 
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times  substantial,  sometimes  small— 
of  decision-making  ability  from  the 
private  sector  to  the  public  sector. 

But  there  has  been  some  deregula- 
tion of  the  natural  gas  industry.  .  .  . 

Meckling:  All  they've  done,  I  think, 
is  raise  the  price  ceilings. 

Jensen:  That  is  an  exception,  and  I've 
been  quite  surprised  to  see  it  come 
about  but,  as  Bill  says,  they're  not 
totally  deregulated  by  any  means. 

//  the  end  of  the  corporation  is  at 
hand,  then  you  have  to  argue  that 
the  stock  market  is  already  preparing 
for  the  funeral,  right? 

Jensen:  Yes,  there's  a  great  deal  of 
evidence  that  indicates  that  security 
prices  accurately  impound  all  avail- 
able information— and  I've  been  in- 
volved in  producing  a  lot  of  that  evi- 
dence. You're  right,  if  these  abroga- 
tions of  rights  by  the  Government  are 
going  to  have  the  impact  that  Meck- 
ling and  I  say  they  are  going  to  have, 
they're  going  to  show  up  first  in  the 
stock  and  bond  markets.  And  we  think 
the  evidence  is  consistent  with  that. 

From  1926  to  1965  investors 
earned  an  average  real  return  of  7.2% 
in  securities.  If  they  were  to  have 
earned  that  same  real  return  for  the 
period  1965  to  1975,  the  Dow  Jones 
average  would  have  had  to  end  1975 
at  something  approximately  2400  in- 
stead of  a  little  over  900.  The  rally 
has  made  things  a  bit  less  severe,  but 
it  has  nowhere  near  changed  the  na- 
ture of  the  problem.  There's  been  no 
other  period  since  1926,  when  the 
data  began,  when  the  stock  market 
has  done  so  badly  as  during  1965-75. 
I  think  we  have  a  great  deal  of  diffi- 
culty explaining  that  on  the  basis  of 
any  other  hypothesis  than  the  one  Bill 
and  I  have  offered.  And  there's  been 
no  depression  that  would  explain  this. 

Sounds  like  a  gold  bug  argument. 
Except  the  gold  bugs  were  wrong. 

Jensen:  Oh,  pleasel  Bill  and  I  don't 
want  to  be  labeled  as  gold  bugsl 

Meckling:   Look  at  existing  residen- 


tial real  estate,  which  I  beUeve  rose 
in  value  about  22%  last  year  alone. 
Now  compare  that  with  raw  land, 
which  because  of  environmental  re- 
strictions like  the  California  seashore 
provisions  or  the  Adirondack  State 
park  regulations  in  New  York  has  been 
adversely  affected. 

Jensen:  The  point  is  that  the  value  of 
other  assets,  residences,  antiques,  art, 
which  are  not  so  easily  expropriated 
by  the  political  sector  have  increased 
during  the  worst  period  on  the  stock 
market. 

Meckling:  Instead  of  putting  his 
money  in  common  stocks,  the  erst- 
while investor  will  buy  silver,  gold, 
jewelry,  diamonds,  art,  residential  real 
estate— or  he  can  just  decide  to  save 
a  lot  less.  It's  an  underdeveloped 
country  decision. 

Is   there   any   precedent   for   what 
xjou're  describing? 

Jensen:  England.  They're  about  ten 
or  15  years  ahead  of  us.  The  scenario 
fits  very  closely.  Regulation  from 
government  gets  various  industries  in- 
to difficulty,  they  are  subsidized  to 
avert  collapse,  and  when  that  doesn't 
work  they  are  nationalized. 

Why    isn't    that    happening    in    a 
capitalist  country  like  Germany? 

Jensen:  It  is  happening  in  Germany 
—just  in  a  somewhat  different  way. 
They  have  a  new  law  that  puts  labor 
leaders  on  the  boards  of  directors.  In 
Holland  it's  now  illegal  to  fire  some- 
one. That  means  a  businessman  is  go- 
ing to  be  much  more  careful  about 
hiring  someone  to  do  a  job  he  thinks 
might  not  be  around  for  long.  In  the 
long  run  that  means  less  output  and 
higher  unemployment. 

That's  a  bleak  picture.  Do  you  see 
any  hope  for  constructive  change? 

Jensen:  The  problem  is  not  easy  to 
solve  because  it's  not  the  result  of  a 
simple  conspiracy  but  rather  of  an  in- 
ternal conflict  within  the  whole  sys- 
tem. We  all  have  an  interest  in  using 
the  political  sector  to  reallocate  wealth 
from  others.  And  the  political  sector 
takes  advantage  of  that  to  transfer 
power  to  the  political  sector.  There 
are  some  changes  one  could  make  if 
we  could  start  all  over  from  scratch, 
but  the  only  way  to  do  it  at  this  point 
would  be  to  take  up  guns.  And  we 
would  never  advocate  that.   ■ 
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Why  The  Fizz  Fizzled 

Even  in  an  affluent  society,  there  is  a  limit 

to  what  people  will  pay  for  a  product.  That's  a  lesson 

the  French  champagne  producers  have  learned,  to  their  cost. 


The  bubble  in  expensive  French 
champagne  sales  has  burst.  It's  the 
French  themselves  who  must  largely 
take  the  blame.  They  priced  them- 
selves out  of  the  U.S.  market  through 
a  mixture  of  greed  and  plain  bad 
judgment. 

Last  year  French  champagne  ship- 
ments here  sank  to  2.8  million  bottles. 
That  was  even  fewer  botdes  than 
were  smuggled  into  the  U.S.  each 
year  during  Prohibition  and  fully  38% 
below  1970's  peak  4.5  million  bottles. 
This  year  sales  are  up,  but  still  low. 

In  the  early  1970s  champagne  en- 
tering the  U.S.  cost  on  average  $3  a 
bottle.  Last  year  $4.75.  So  cham- 
pagne that  retailed  only  five  years 
ago  after  customs  and  taxes  (roughly 
$1  a  bottle)  and  markups  for  $8  a 
bottle  fetched  $13  and  more  in  1975. 
Devaluation  of  the  dollar  in  relation 
to  the  French  franc  accounted  for 
some  of  the  big  increase  in  price.  But 
plain  arrogance  accounts  for  the  rest. 

"To  the  U.S.  drinker,  French  cham- 
pagne just  isn't  superior  to  domestic 
champagne  by  $5  or  more  a  bottle," 
says  Vice  President  Penn  Kavanagh  of 
Schieffelin  &  Co.,  the  New  York  wine 
importers,  referring  to  the  cheaper 
prices   charged   for  the  best   Califor- 


nia equivalents  like  Schramsberg's 
Blanc  de  Blancs. 

What  the  French  wine  producers 
chose  to  overlook  was  that  inflation 
combined  with  the  recession  was 
making  Americans  more  price  con- 
scious. True,  these  factors  barely  af- 
fected business  at  swank  New  York 
restaurants  like  El  Morocco,  where 
customers  pay  $60  and  more  for  a 
bottle  of  Dom  Perignon  '69.  In  fact, 
boasts  Coimt  Ghislain  de  Vogii6, 
managing  director  of  Epemay-based 
Moet  et  Chandon,  the  largest  French 
champagne  house,  "We  couldn't  sup- 
ply enough  Dom  Perignon  to  keep  up 
with  demand."  True,  but  intoxicated 
with  their  success  at  the  top  end  of 
the  trade,  the  French  didn't  pay 
enough  attention  to  the  rate  at  which 
cases  of  their  nonvintage  champagnes 
were  stacking  up  on  retailers'  shelves 
and  in  importers'  warehouses. 

Marzio  Snozzi,  63,  is  Swiss,  but 
since  1958  has  been  chief  executive 
at  G.H.  Mumm  &  Cie.,  which  first  be- 
gan selling  its  Cordon  Rouge  brand  of 
champagne  exactly  100  years  ago. 
Says  Snozzi,  "The  basic  question  I've 
been  asking  myself  for  two  years  is 
whether  champagne  is  no  longer  an 
'in'  drink.  If  the  answer  is  yes,  we 
are  in  trouble." 

The  chances  are  that  champagne 
still  is  an  in  drink.  But  not  neces- 
sarily champagne  for  $13  a  bottle  and 
up.  Many  Americans  today  indulge 
their  champagne  tastes  with  the   far 


cheaper  sparkling  wines  that  resemble 
champagne  in  all  but  name.  In  1959 
Americans  drank  19  million  bottles  of 
sparkling  wines.  In  1966,  45  million. 
In  1971,  the  peak  year,  120  miUion. 
Much  of  that  growth  came  from  the 
Pepsi  generation  switching  to  Cold 
Duck,  the  pop  mix  of  sparkling  red 
and  white  wines.  Today  Cold  Duck 
is  a  dead  duck,  and  sparkling  wine 
sales  have  eased  back  to  around 
102  million  bottles.  But  the  point  is 
that  the  market  is  there— at  least  for 
cheaper  and  sweeter  imitations. 

Cahfornia  sparkling  wines  have 
quadrupled  in  sales  in  the  last  ten 
years,  while  imports  of  Asti  Spumante, 
the  most  popular  type  of  the  Itahan 
sparkling  wines,  have  climbed  astro- 
nomically until  they  now  probably 
represent  close  to  half  the  total  of  all 
imported  sparkhng  wines. 

If  this  isn't  evidence  enough  of  the 
v/ay  tastes  and  pocketbooks  are 
changing,  Snozzi  and  the  other  cham- 
pagne producers  should  look  closely 
at  what  is  happening  in  their  own 
backyards.  In  France,  champagne 
sales  last  year  climbed  24%,  to  a  rec- 
ord 94  million  bottles.  However,  the 
sales  boom  wasn't  among  the  big 
brand  names  familiar  to  the  U.S.  con- 
sumers like  Mumm,  Piper  Heidsieck  or 
Moet.  The  hot  sellers  were  httle- 
known  champagnes  selling  at  $4  and 
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Remember  when  chorus  girls 

sipped  champagne  from  their 

slippers?  Airline  christenings? 

And  Gigi  singing  The  Night 

They  Invented  Champagne? 
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$6  a  bottle  in  French  supermarkets. 
It  may  not  have  been  top-drawer 
bubbly,  but  it  was  close  enough  for 
all  but  the  most  refined  tastes  and 
the  fattest  pocketbooks. 

For  the  big  French  champagne 
producers,  who  have  systematically 
built  an  elitist  image  while  selling 
most  of  their  champagne  abroad,  all 
of  this  poses  a  considerable  problem: 
How  to  compete  in  a  low-priced  mar- 
ket like  the  U.S.  without  debasing  a 
premium  product?  A  Ford  Granada, 
after  all,  may  aspire  to  be  a  Mer- 
cedes, but  what  does  Mercedes  do— or 
Cadillac?  More  to  the  point,  what 
does  a  Moet  do?  What  it  is  doing 
basically  is  what  General  Motors  does 
—consolidating  its  position  in  the  Ca- 
dillac market  with  an  aggressive  mar- 
keting poHcy  and  biu"sting  into  the 
lower  priced  market  with  a  Chevette 
of  its  own. 

Moet's  import  agents,  SchieflFeUn, 
for  the  first  time  put  Moet  champagne 
advertisements  on  TV  in  New  York, 
easily  the  most  important  market  for 
imported  wines.  The  competition 
thought  Moet  was  crazy.  Schieffelin 
admits  the  ads  were  wasted  on  90% 
of  the  viewing  audience,  but  the  im- 
pact on  the  remaining  10%  raised 
Moet's  market  share  significantly. 

Next,  in  a  sudden  about-face, 
Schieffelin  began  price-cutting.  Not 
just  the  usual  practice  of  giving  extra 
profit  margins  to  its  wholesalers  and 
to  liquor  stores,  but  insisting  that  the 
savings  go  into  consumers'  pockets. 
In  May  and  in  June— the  wedding  sea- 
son—Moet's  White  Star  nonvintage  is 


retailing  at  $9.99,  $1  below  its  reg- 
ular price  or  that  of  a  comparable 
brand  of  Mumm's  and  as  much  as 
$3.50  below  Piper  Heidsieck. 

So  far,  the  results  have  been  im- 
pressive. In  December  1974  Piper 
Heidsieck  had  28%  of  the  U.S.  mar- 
ket for  French  champagne,  Mumm 
25%  and  Moet  21%.  By  last  December 
the  order  was  completely  reversed: 
Moet  was  at  32%,  vs.  21%  for  Mumm 
and  Piper's  18%.  "Frankly,  we  can 
hardly  believe  our  success,"  says 
Schieffelin's  Kavanagh.  Some  of  the 
smaller  houses  like  Bollinger,  Laurent 
Perrier  and  Charbaut  followed  suit 
and  also  made  huge  gains— and  made 
them  at  the  expense  of  Piper  and 
Mumm. 

Next  year  Moet  will  market  the  first 
wine  made  from  grapes  grown  on  a 
Napa  Valley,  Calif,  vineyard  into 
which  it  has  sunk  $6  million,  an  im- 
pressive sum  in  the  v^dne  business. 
"We  believe,"  Moet's  de  Vogiie  says 
delicately,  "we  should  have  a  venture 
in  most  countries  where  a  vine  can  be 
grown  and  where  the  market  for 
champagne  is  closed  or  limited." 

Publicly,  Moet  people  call  their 
California  product  a  sparkling  wine  in 
keeping  with  the  French  tradition  of 
refusing  to  recognize  that  champagne 
can  be  grown  anywhere  but  in  Cham- 
pagne. In  private,  among  themselves, 
they  already  call  their  CaUfornia 
sparkling  wine— champagne. 

Moral  of  the  story?  Never  under- 
estimate the  consumer's  ability  to  find 
acceptable  substitutes  for  a  product 
whose  price  gets  too  far  out  of  line.  ■ 


The  Champagne 
Complex  -^^««_ 


Lavish.  In  a  guesthouse  as  elegant 
as  any  palace,  Moet  et  Chandon 
regularly  entertains  influential  poli- 
ticians and  writers.  Similarly,  its 
ties  with  auto  racing— a  snob  sport 
in  Europe— helps  keep  Moet's  name 
in  front  of  well-heeled  consumers. 


Sparkling  wines  have  been  around 
at  least  since  the  Roman  Empire,  ac- 
cording to  Vergil.  But  sparkling 
champagne,  according  to  Patrick 
Forbes,  author  of  Champagne:  The 
Wine,  the  Land  and  the  People,  goes 
back  only  to  the  17th  century.  It 
wasn't  even  a  French  invention:  The 
English  in  the  1600s  started  adding 
sugar  molasses  to  still  champagne 
wine  imported  from  France  to  increase 
its  sparkle.  But  the  modem  drink  is 
definitely  the  work  of  a  Frenchman, 
a  genius  named  Dom  Perignon.  A 
monk  in  charge  of  the  wine  cellars 
at  Hautvillers  Abbey  near  Rheims, 
Dom  Perignon  around  1700  learned 
both  how  to  skillfully  blend  the  juices 
of  red  and  white  grapes  from  different 
vineyards  and  different  years  and 
then  to  seal  the  carbonic  acid  gases 
of  the  second  fermentation. 

By  first  building  an  inventory  of 
wines  and  then  blending  them  (up 
to  30  different  blends  in  some  bot- 
tles) the  champagne  houses  can 
guarantee  that  the  taste  and  color  of 
their  nonvintage  wines  will  not  vary 
with  the  years.  Likewise,  they  aren't 
caught  short  of  marketable  wines  af- 
ter bad  harvests,  a  frequent  hazard 
since  the  Champagne  district,  situated 
northeast  of  Paris,  is  among  the  most 
northerly  wine-growing  areas  in  tlie 
world.  Unlike,  say,  a  Bordeaux  wine, 
champagne  once  in  the  bottle  doesn't 
improve  much  after  the  first  three 
years.  In  fact,  it's  risky  to  buy  cham- 
pagne that's  much  over  seven  years 
old,  since  even  the  best  corks  cannot 
keep  in  all  the  effervescence. 

A  century  ago,  most  French  cham- 
pagne was  as  sweet  as  some  of  to- 
day's Californian  brands  and  drunk 
mainly  with  des.serts.  In  the  1840s,  an 
enterprising  English  importer  reck- 
oned there  would  be  a  bigger  market 
for  a  drier  wine  that  could  be  drunk 
throughout  the  meal,  and  he  con- 
vinced the  reluctant  French  producers 
to    lessen     the    artificial     sweetening. 

From  the  beginning,  champagne 
assiduously  cultivated  its  snob  appeal. 
Napoleon  used  to  stay  at  a  guest- 
house in  the  Moet  vineyards  on  his 
way  to  and  from  the  wars;  the  Shah 
of  Iran  celebrated  Persia's  2,500th  an- 
niversary with  tons  of  a  rare  pink 
Dom  Perignon;  and  Princess  Margaret 
and  Roderick  Llewellyn  dutifully  cele- 
brated their  new  liaison  with  Piper 
Heidsieck  at  their  Caribbean  "hide- 
away." But  the  glow  is  probably  gone. 
A  Rolls-Royce  may  still  be  beyond 
most  pockets,  but  with  thrift,  even 
paupers  can  afford  pink  champagne. 
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A  copier  built  with  more  horsepower 
than  most  people  need— 
and  priced  accordingly. 


The 

3M  copier 

compact. 


At  five  thousand  or  more  copies  a 

month,  this  3M  "VQC"  II  gives 

.   you  lots  more  copies  per  dollar. 


I 


Check  it  out. 

You  may  be  paying  for  more  copier  than 
you  need. 

Get  a  compact.  Get  the  3M  "VQC"  II 
^— ^    automatic  desk-top  copier.  It  gives  you 
Sr      more  copies  per  dollar— and  twenty  clear, 
sharp  copies  a  minute.  That's  probably 
all  you'll  ever  need. 

The  3M  "VQC"  II.  See  it  demon- 
strated right  in  your  own  office,  and 
you'll  never  pour  money  into  a  dollar- 
guzzling  copier  again.  Call  your  local 
3M  Business  Products 
Center— it's  listed 
--  in  the  Yellow  Pages. 
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Crime  In  The  Streets? 

Politicians  aren't  yelling  about  it  this  year, 
though  it's  a  growing  problem.  FBI  chief 
Clarence  Kelley  has  a  simple,  low-cost  suggestion. 

Four  years  ago  crime  in  the  streets 
was  a  hot  election  issue.  In  the  cur- 
rent campaign,  it's  hardly  mentioned. 

Crime,  of  course,  is  still  very 
much  with  us.  Serious  offenses  (bur- 
glary, robbery,  auto  theft)  have  in- 
creased by  27%  since  1972.  Yearly, 
one  person  in  18  is  now  a  victim. 
Violence  is  up,  too.  The  risk  of  being 
killed  is  greater  for  a  male  bom  in  a 
major  urban  area  today  than  for  a  U.S. 
combat  soldier  in  World  War  II. 

Meanwhile,  the  economics  of  law 
enforcement  is  a  disaster.  No  one 
knows  crime's  cost  to  society,  but  it 
probably  exceeds  $100  billion  in  the 
U.S.  each  year.  Shoplifting  alone  runs 
to  $15  billion  annually. 

To  counter  that,  taxpayers  shell  out 
about  $17  billion  for  courts,  prisons 
and  police  protection.  Since  it  was  set 
up  in  1968,  the  Law  Enforcement 
Assistance  Administration  has  poured 
$4.9  billion  in  federal  money  into  lo- 
cal crime-fighting  efforts.  It  now  wants 
$6.8  billion  more,  but  the  extra  funds 
may  not  help.  The  District  of  Colum- 
bia now  has  one  policeman  for  every 
150  residents— more  than  any  other 
city  in  the  world— and  its  high  crime 
rate  is  still  rising. 

The  reason  candidates  aren't  yell- 
ing about  all  this  anymore  may  be 
simple:  No  one  knows  what  to  do 
about  crime.  And  promising  solutions 
only  means  a  politician  can  be  called 
to  account  if  he  doesn't  produce. 

"People  have  conditioned  them- 
selves to  a  high  incidence  of  crime," 
says  Clarence  Kelley,  director  of  the 
Federal  Bureau  of  Investigation. 
"We've  about  reached  the  point  where 
spending  more  can't  do  anything 
about  it.  In  fact,  more  men  and  equip- 
ment may  even  have  a  negative  effect 
by  building  up  resentment  for  law 
enforcement  officials  when  they  can't 
deliver." 

That  worries  Kelley,  who  as  the  na- 
tion's top  cop,  with  8,500  agents,  is 
the  most  visible  U.S.  crime  fighter. 
And  lately— despite  Kelley's  public 
apology  for  past  unauthorized  snoop- 
ing and  political  skullduggery— the 
bureau's  public  image  is  several 
notches  below  its  onetime  heights. 

Now  Kelley  is  quietly  putting  the 
FBI  behind  a  new,  low-key  program 
called  "Crime  Resistance"  that  he 
hopes  will  cut  the  crime  rate.  It  seeks 
to  focus  attention  on  potential  victims 
instead  of  criminals.  "We  want  peo- 
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pie  to  make  themselves  less  vulner- 
able; then  they're  less  likely  to  be 
hit,"  says  the  64-year-old  Kelley. 
"There  are  a  lot  of  techniques  to  po- 
licing a  nation,  and  this  one  hasn't 
really  been  tried.  It  might  turn  out 
to  be  just  as  valuable  as  patrol." 

Kelley's  new  resistance  campaign  is 
now  being  tested  in  five  cities.  In  each 
area  two  FBI  agents  work  with  local 
officials  to  assist  high  vulnerability  vic- 
tims. The  focus  is  on  the  elderly  in 
Wilmington,  Del.  In  suburban  Atlan- 
ta, it  is  on  children.  In  Phoenix, 
housebreaking.  As  successful  tech- 
niques develop,  Kelley  plans  to  ex- 
pand their  use  elsewhere. 

Common  Sense 

Most  approaches  are  simple:  An 
old  woman's  purse  is  a  tempting  tar- 
get, so  FBI  men— in  cooperation  with 
Wilmington's  Singer  shops— are  pro- 
moting a  hidden  cash  pocket  that  can 
be  sewn  into  coats.  In  Phoenix,  the 
media  feature  crime  alerts  that  work 
like  traffic  reports.  When  there  is  a 
rash  of  burglaries  in  a  particular 
neighborhood,  they  offer  both  a  warn- 
ing and  a  defense.  If  culprits  are  en- 
tering through  sliding  doors,  for  ex- 
ample, homeowners  are  reminded  that 
a  broomstick  in  the  door  track  is  an 
ideal  safety  lock.  Georgia  high  schools 
warn  students  in  an  elective  course 
in  crime  resistance. 

Kelley  seeks  help  from  businessmen 
through  campaigns  that  encourage 
workers  to  consider  their  vulnerabili- 


FBI  Head  Clarence  Kelley  thinks 
public  awareness  may  do  more  to 
cut  crime  than  public  spending. 

ty.  One  suggestion:  Offer  employees 
the  overnight  loan  of  a  $6  tool  that 
etches  Social  Security  numbers  on 
home  appliances,  making  them  less 
likely  to  be  stolen  and  easier  to  re- 
trieve. Markers  are  often  loaned  free 
by  insurers,  but  making  them  avail- 
able at  work  means  they  will  get 
maximum  use. 

"Approaches  like  this  work  for  pub- 
lic problems  like  traffic  safety  and 
fire  prevention,"  Kelley  explains. 
"They  ought  to  be  just  as  useful  to 
fight  crime."  For  example,  Milton 
Bradley  has  a  new  "Crime  Resistance" 
game  for  teenagers.  Scout  organiza- 
tions now  offer  merit  badges  in  the 
subject;  protection  tips  will  soon  ap- 
pear in  cereal  boxes.  A  new  academic 
journal.  Victimology,  explores  vulner- 
ability to  crime. 

"We  certainly  don't  want  to  en- 
courage vigilantism,"  .says  Kelley,  who 
protects  himself  with  an  ever-present 
.38  revolver.  "We  just  need  to  make 
people  aware  they  have  to  do  more 
for  themselves.  If  everyone  realizes 
that,  crime  will  go  down— and  it  won't 
take  any  more  money." 

Will  an  FBI-endorsed  version  of 
Dick  Tracy's  old  "Crimestoppers  Case- 
book" actually  bring  back  safe  streets? 
Who  knows?  But  according  to  Kelley, 
it  may  make  better  sen.se  than  stock- 
ing up  on  more  wrist  radios.   ■ 
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How  often  have  you 

overflown  Europe's 

fastest-  growing 

industrial 
location? 

Once  could  be  too  often  -  if  you  are  looking  for 
your  company's  most  profitable  base  for  expan- 
sion in  the  Common  Market, 

One  of  the  Market's  more  impressive  recent 
performances  has  been  the  Republic  of  Ireland's 
industrial  growth  rate.  And  a  significant  factor  has 
been  the  growing  number  of  major  American 
companies  locating  here  -  over  180  so  far. 

What  has  attracted  them  to  Ireland,  and  could 
affect  your  company's  location  decision,  is  simply 
this:  the  Republic  currently  offers  you  Europe's 
highest  return  on  your  investment  dollar. 

Our  natural  advantages  are  already  attractive. 
Abundant  land  for  development,  generous  power 
and  water  resources,  and  an  intelligent  English- 
speaking  labor  force  which  has  readily  adapted 
to  high-technology  industry. 

But  under  its  long-term  plan  for  industrial 
growth,  the  Irish  government  has  also  assembled 
Europe's  most  profitable  package  of  incentives. 
These  include  non-repayable  grants  for  sites, 
factories  and  plant  -  in  some  cases  as  much  as 
50  %  of  total  setting-up  costs ;  100  %  grants  for 
worker  training ;  no  tax  on  export  profits  until 
1990;  and  free  repatriation  of  both  capital  and 
profits. 

For  both  the  Republic  and  its  overseas  investors, 
the  results  have  been  highly  successful.  Com- 
panies locating  here  have  shared  in  our  ten-year 
doubling  of  GNP,  quadruphng  of  exports,  and 
remarkable  ninefold  increase  of  manufactured 
exports. 

When  you  are  evaluating  an  expansion  in  the 
Common  .-Market,  consult  the  Irish  government's 
one-stop  development  service  -  the  Industrial 
Development  Authority.  They  can  give  you  a  fast, 
detailed  assessment  of  your  company's  profit 
prospects  in  the  Republic. 

Contact  Industrial  Development  Authority-Ireland  at :  280  Park  Avenue, 
NEW  YORK,  NY  10017/(212)  972-1000;  1  East  Wacker  Drive,  CHICAGO, 
IL  60601/(31^)  644-7476;  Suite  2065,  1100  Milam  Building,  Houston,  TX 
77002/(713)  224-3055 ;  515  South  Flower  Street,  LOS  ANGELES,  CA  90071/ 
(213)  624-1024.  Overseas  offices  also  in  Toronto,  Tokyo,  Sydney,  Brussels, 
Paris,  Cologne,  Copenhagen  and  London. 


This  announcement  is  published  by  IDA  Ireland,  280  Park  Avenue,  New  York,  10017.  which  is  registered  under  the  Foreign 
Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the  Department  of 
Justice  where  the  required  registration  statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of 
the  contents  by  the  United  States  Government. 
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The  strength  of  Fiberglas  has  helped 

boost  downhill  speeds  15  mph.  How  much 

stronger  would  it  make  your  product? 


Barely  25  years  ago,  skis  were  still 
'  in  the  barrel  stave  and  "ol'  hick- 
ories" stage.  Then,  in  the  50's,  metal 
came  on  strong. 

Today,  most  skis  used  by  adults 
are  made  with  Fiberglas.*  Its  flexural 
strength  and  resilience  cut  ski  chat- 
tering and  improve  edge  control, 
helping  racers  to  hit  70  mph! 

*T  M.  Reg  0  C  "^  for  reinforcements  for  plastics 


Fiberglas  reinforcement,  added 
to  plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  furniture  and  barge 
covers  benefit  from  the  same  strength 
that  improved  skis. 

Other  products  like  business 
equipment  and  various  compc^nents 


He 

eq 


for  today's  automobiles  are  bettei 
because  they're  more  resistant  to  coi 
rosion,  more  moldahle,  more  durable 
lighter,  or  less  expensive. 

Would  a  Fiberglas  materials  sy? 
tem  make  your  product  better.'  We'll 
help  you  find  out.  Write:  D.  I.  Meeks 
Owens-Corning  Fiberglas  Corpjp 
Fiberglas  Tower,  Toletk),  Ohio  43659^  ' 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

FIBERGLAS 
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Tell  Ya  What  I'm  Gonna  Do  . . . 


Here's  a  direct  response,  the  electronic 
equivalent  of  direct  mail. 

"Hello.  My  name  is  Conrad  Jarvis, 
and  I've  been  dead  for  six  years.  But 
this  record  offer  is  so  spectacular,  I 
had  to  come  back  to  tell  you  about  it. 
Now  you  can  get  every  record  ever 
recorded!  Yes!  In  this  one-time-only 
mixed-bag  special,  every  record  ever 
recorded.  We  drive  a  truck  to  your 
house  and  deliver  every  single  record 
ever  recorded.  Plus,  if  you  act  now, 
an  ice-crusher!" 


That's  part  of  comedian  Robert 
Klein's  takeoff  on  what  is  grandly 
called  the  direct  response  industry, 
but  don't  laugh.  It's  a  business  that  is 
estimated  at  $100  million  a  year  and 
is  growing  perhaps  15%  a  year. 

Direct  response  is  an  electronic 
equivalent  of  direct  mail— filling  the 
airwaves  rather  than  the  mailboxes 
with  appeals  to  buy  this  or  that.  For 
the  record  industry,  direct  response 
has  been  a  first-rate  selling  tool.  For 
TV  stations,  especially  independent 
ones,  it  has  become  a  gold  mine. 

Of  course,  direct  response  goes 
right  back  to  the  beginnings  of  TV— 
in  a  small  way.  Advertisers  would  buy 
five-minute  blocks  of  time  and  sell 
merchandise  like  so  many  street  hawk- 
ers or  department  store  demonstra- 
tors. Remember  those  dandy  little 
machines  that  peeled,  sliced,  ground, 
shredded,  opened  bottles  and  would 
curl  your  hair  when  not  being  used 
in  the  kitchen?  Many  products  have 
been  sold  this  way— books,  real  es- 
tate, kitchen  appliances,  fishing  rods, 
even  schools.  But  in  recent  years  the 
largest  advertisers  by  far  have  been 
record  companies. 

These  aren't  the  big  labels— Colum- 
bia, RCA  or  Atlantic.  Most  companies 
in  the  direct  response  business  are 
either  private  or  divisions  of  larger 
corporations,  so  it's  anybody's  guess 
as  to  what  total  sales  volume  may  be. 

For  all  its  shrillness  and  annoying 
repetition,  direct  response  TV  adver- 
tising does  fill  a  legitimate  marketing 
function.  By  and  large,  record  stores 
cater  to  buyers  under  25  years  old- 
customers  whose  appetite  is  for  cur- 
rent hits.  If  the  Port  Jefferson  Tug- 
boat strikes  it  rich,  it  can  elbow  the 
Jefferson  Starship  out  of  shelf  space 
overnight,  and  woe  be  to  the  loyal 
fans  of  the  Starship. 

The  TV  packages,  by  contrast,  ca- 
ter to  an  older  clientele  that  is  un- 
comfortable with  the  youth-oriented 
record  stores,  and  that  wants  to  buy 
records  that  are  rarely  sold  in  record 


stores  anyway.  In  other  words,  the 
TV  packages  sell  to  the  nostalgia  mar- 
ket that  buys  the  music  it  grew  up 
with— everything  from  Benny  Good- 
man to  Glenn  Miller  to  the  Platters. 
Then  there  are  the  lonely  people 
whose  principal  contact  with  the 
world  is  through  their  TV  sets.  This 
group  will  buy  practically  anything 
that  is  advertised  on  TV.  "You  could 
advertise  gold  toothpicks  or  mink 
jockstraps  and  you'd  sell  thousands," 
says  New  York's  WNBC  disc  jockey 
Bruce  "Cousin  Brucie"  Morrow. 

"The  record  companies  think  we're 
competing  with  them,"  says  Corne- 
lius Keating,  president  of  CBS  Inc.'s 
Columbia  House  division,  which  sells 
maybe  $15  million  worth  of  such 
packages.  "We're  really  not.  We  take 
artists  and  records  that  are  under- 
exposed at  retail.  We  fill  a  vacuum 
by  supplying  a  product  that  can't  be 
found  otherwise.  Keating's  biggest 
score:  1  million  copies  of  a  package 
called  "Musical  Masterpieces,"  a 
"miniclassical  library"  of  150  pieces 
like  the  third  movement  of  Beetho- 
ven's Emperor  Concerto  and  The  Wil- 
liam Tell  Overture.  The  price:  $9.98. 

In  the  beginning,  direct  response 
was  a  way  of  dumping  "dead"  time 
on  TV— usually  midmoming,  late  af- 
ternoon and  late  at  night.  But  this 
once-dead  time  is  now  very  much  in 
demand,  with  prices  for  a  30-second 
spot  running  as  high  as  $1,000  on 
New  York  City  network  affiUates. 

Most  stations  now  get  a  sizable 
portion  of  their  revenues  from  this 
form  of  advertising,  the  independents 
more  so  than  the  network  stations, 
since  they  get  less  national  corporate 
advertising  than  the  affiliates.  For  ex- 
ample, independents  KHJ  in  Los  An- 
geles and  WOR  in  New  York  each 
get  between  5%  and  10%  of  their  rev- 
enues from  direct  response  advertis- 


ers. For  WOR  that 
comes  to  around  $1 
million  a  year.  New 
York  affiliates  WNBC  and  rival 
WCBS  each  got  several  hundred 
thousand  dollars.  These  are  not  sums 
to  be  sneezed  at,  and  they  are  grow- 
ing rapidly.  They  doubled  for  WNBC 
and  quintupled  for  WCBS  over  1974. 

Not  that  spiels  for  Hugo  Monte- 
negro collections  will  elbow  false- 
tooth-glue  advertisements  off  The  Late 
Show,  but  you'd  better  start  learning 
to  love  direct  response  advertising,  or 
at  least  live  with  it. 

What's  the  mainspring  of  the  mini- 
industry?  "What  we  generally  look  for 
is  an  artist  who  was  a  good  record 
seller  five  or  ten  years  ago,  and  who 
has  not  been  very  active  since,"  says 
Eddie  Hutcher,  the  new  president  of 
Dynamic  House/ Tele  House.  Direct 
responders,  for  example,  like  Sergio 
Franchi,  Nat  King  Cole,  Jackie  Wil- 
son. Franchi's  two-record  $7.98  pack- 
age, Hutcher  claims,  is  selling  at  the 
rate  of  20,000  a  week  across  15  ma- 
jor markets.  Behind  the  offer  is 
$40,000  a  week  in  advertising,  de- 
signed to  convince  you  that  Sergio 
warbling  //  Prime  Amore  is  just  the 
touch  of  class  your  living  room  needs. 

The  TV  packages  are  generally 
built  around  a  theme,  like  rock  music 
of  the  1950s,  or  Johnny  Mathis' 
Greatest  Hits.  Usually  the  packagers 
buy  mail-order  rights  to  particular 
songs  for  only  two  or  three  years. 

With  their  TV  packages  in  hand, 
the  direct  advertisers  cut  costs  two 
ways.  First,  they  reject  the  usual  ave- 
nues of  promotion  and  publicity  in  the 
record  industry,  dodging  the  very  ex- 
pensive business  of  promotion  parties 
and  wooing  deejays.  The  direct  ad- 
vertisers simply  buy  time  on  the  lo- 
cal TV  station.  Second,  the  adver- 
tisers save  on  distribution  costs. 
Their    "record    shop"    is    a    toll    free 
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number  or  a  post  ofiBce  box. 

The  direct  response  indus- 
tiy  is  a  fragmented  one.  Doz- 
ens of  companies  offered  over 
60  packages  in  the  first  quar- 
ter of  1976.   Among  the  ti- 
tles: Diana  Ross  and  the  Su- 
premes,    Ray   Charles,    Tony 
Bennett,   Chet  Atkins,   Polka 
Party,   Harmonica  Gold   and 
100   Waltzes.    Typically,    the 
companies    claim    a    12%   re- 
turn on  their  investment.  But  success 
is  by  no  means  assuied.  The  fact  is 
that  $50,000  to  spend  on  advertising 
will  not   guarantee   success  for  your 
son  John's  rock  group.  Only  one  out 
of  three  packages  makes  it  big.  Many 
die  in  test  markets.  And  there  have 
been  some  surprising  failures,  includ- 
ing Frank   Sinatra,   Al  Jolson   and   a 
Fabian-Frankie       Avalon       package. 
Why?   If   the   producers    knew   that, 
they'd  be  rich.  But  they  keep  trying. 

So,  many  of  the  companies  use  their 
savvy  to  sell  other  products,  too. 
Brookville  Marketing,  Inc.  grossed 
$11  milhon  with  an  Elvis  Presley 
package,  but  the  company  also  had  a 
startling  success  with  Nicole  Ron- 
sard's  book  on  cellulite.  Says  Brook- 
ville's  President  Jerry  Shapiro:  "Be- 
fore we  took  it,  the  book  was  going 
nowhere.  We  sold  90,000  copies  in 
hardcover  at  $12.95  and  another 
200,000  copies  in  paperback  at  $5.99. 
Bantam  [which  has  another  edition 
of  Ronsard's  book]  sold  more  than 
500,000  paperbacks  on  the  strength 
of  our  advertising."  Shapiro  also  had 
good  luck  selling  an  exercise  machine: 
"Joe  Weider  sold  300,000  of  his  Five 
Minute  Body  Shapers  in  three  years; 
we  sold  800,000  on  TV  in  four 
months."  Brookville's  newest  pitches 
are  a  T-shirt  that  changes  color  in 
response  to  body  heat  (a  mood  shirt?) 
and  Soap  Opera  Digest,  which  al- 
ready has  a  circulation  of  1.2  million. 

At  its  worst,  direct  response  ad- 
vertising is  almost  unbelievably  grat- 
ing. The  TV  ads  are  usually  two  min- 
utes long  and  are  endlessly  repetitious. 
Advertisers   claim   that   it   takes   that 


long  to  get  a  commitment  for  what 
is  basically  an  impulse  buy.  "We  call 
it  schlock  advertising.  We  don't  like 
it.  It  degrades  the  quality  of  the  rest 
of  the  programming,"  says  Reavis 
Winckler  of  Metromedia  Television  in 
Los  Angeles.  Baloney,  responds  Ed- 
die Hutcher  of  Tele  House.  "Is  it  more 
entertaining  to  see  ads  for  an  under- 
arm deodorant,  a  toilet  bowl  clean- 
er, a  ladies'  douche  and  a  fleabag 
hotel  than  two  minutes  of  Sergio 
Franchi?"  Hutcher  claims  direct  re- 
sponse advertising  is  not  welcome  be- 
cause it  measures  a  station's  effective- 
ness too  well.  Every  ad  has  a  differ- 
ent telephone  number. 

Carried  to  its  logical  extreme,  di- 
rect response  can  change  the  way  ce- 
lebrities are  manufactured  in  the  U.S. 
The  traditional  way  was  with  pub- 
licity—gossip columns,  press  agents, 
see-and-be-seen.  Direct  response  is 
proving  that  celebrities  can  be  cre- 
ated by  advertising  as  well  as  by  pub- 
licity. Take  the  case  of  Peter  Lemon- 
gello,  formerly  an  obscure  middle-of- 
the-road  singer.  Frustrated  by  a 
world  that  was  passing  him  by,  he 
turned  to  television. 

For  five  months.  New  Yorkers  have 


been   bombarded   with  the 
opportunity   to   cash   in   on 
Peter  Lemongello's  greatest 
hits  for  only  $6.98.  Lemon- 
gello  and  seven  backers  had 
packaged      him      complete 
with  $140,000  worth  of  air 
time.  The  result?  Sales  run- 
ning  at   5,000   packages   a 
week,   a   suddenly   sold-out 
concert  at  Lincoln  Center's 
Avery  Fisher  Hall  (the  sec- 
ond   concert    didn't    do    as 
well)   and  a  price  tag  on  his  services 
that  has  jumped  from  around  $1,000 
a  week  (when  he  could  get  work)  to 
offers  of  $10,000  or  so  a  night. 

What  direct  response  advertising 
boils  down  to  is  a  way  of  bypassing 
the  intricate  web  of  promoters,  pro- 
ducers, critics  and  tastemakers— in  oth- 
er words,  the  publicity  apparatus— 
that  determines  what  Americans  will 
see,  hear  and  read.  It  is  a  way  of  by- 
passing the  retail  store.  It  is  also  a 
way  of  going  over  the  heads  of  the 
authorities  straight  to  the  consumer. 

It  is  by  no  means  confined  to  the 
recording  business.  Movie  studios 
have  been  suffering  from  the  same 
problem  for  years,  as  more  and  more 
producers  pull  out  to  do  their  own 
thing.  These  are  not  just  the  high- 
falutin'  types,  either:  Actor- writer-di- 
rector Tom  Laughlin  rented  movie 
houses,  advertised  his  Billy  Jack  mov- 
ies on  TV  and  made  a  bundle.  Pub- 
lisher Lyle  Stuart  has  built  a  highly 
successful  publishing  house  by  by- 
passing the  publicity  scene  in  books 
and  even  book  reviews  in  favor  of  ad- 
vertising. Stuart  has  specialized  in  sex, 
but  one  of  his  bestsellers  is  The  Rich 
and  the  Super-Rich. 

And  so,  spin  the  TV  dial  if  you 
will,  mutter  about  trash  for  cash  if 
you  must,  but  don't  be  too  quick 
to  knock  direct  response  advertising: 
It  is  just  another  manifestation  of  the 
great  freedom  of  choice  available  to 
the  U.S.  consumer.  Peter  Lcmongello 
may  be  a  high  price  to  pay  for  that 
freedom  of  choice,  but .  .  . 

.  .  .  consider  the  alternative.  ■ 
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A  micro-size 

story  from 

Rodr)ey 

Dangerfield 


I  tell  you, 
I got  a  car- 
no  matter  where  I 
want  to  go,  my  car 
don't  want 
to  go  there. 
Every  Sunday 

I  take  my  family 
out  for  a  push. 
I  got  the  only  car 
dogs  chase  it 
and  catch  it. 

But  what  really  bothers  me  is  Joe's  Garage. 
With  Joe,  I  don't  get  no  respect  at  all!  It  takes  him  four  days  to  find  out 

which  part  I  need.  And  four  more  days  to  find  out  where  to 

get  it!  Eight  days  without  a  car!  Joe  don't  know  how  to  keep  records. 

And  nobody  else  knows  how  to  fix  my  car! 


Make  information  easy  to  find 
with  3M  Microficlie 

If  you'd  like  to  send  your  dealers  and  distributors  records 
they  can  find  in  a  hurry,  put  them  on  3M  Microfiche.  For 

example,  a  300-page  catalog  fits  on  a  postcard- 
size  film.  And  any  page  can  be  found  in  seconds! 
We'd  like  to  show  you  how.  Write  Microfilm 
.^  Products  Division,  3M  Company,  St. 
j^  Paul,  MN  55101.  And  see  how  3M 
Micropublishing  can  save  you  produc- 
tion and  mailing  costs  . .  .  save 
your  dealers  and  distributors 
fact-finding  time  and  space. 
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Striking  It  Ricii— Again 

Bowling  is  back—with  a  difference, 
not  a  vengeance. 


44BJowling,"  exclaims  Alfred  Spanjer, 
B»  bowling  advertising  and  promo- 
tion head  at  AMF  Inc.,  "is  booming!" 

Oh,  oh,  watch  out.  Bowling 
boomed  twice  in  the  last  15  years, 
once  in  the  U.S.  (in  the  Sixties)  and 
once  in  Japan  (in  the  Seventies).  Ter- 
rible busts  followed.  The  equipment 
manufacturers,  AMF  and  Brunswick 
Corp.,  which  had  helped  set  up  al- 
leys with  ridiculously  generous  financ- 
ing, were  weighed  down  with  worth- 
less receivables.  In  Japan,  the  manu- 
facturers were  more  cautious,  but  the 
market  there  ended  up  even  more 
heavily  overbuilt  than  in  the  U.S. 

But  if  there's  prosperity  now,  it's  a 
different  kind.  "I  wouldn't  even  use 
the  word  boom,"  says  Harold  Vogel, 
leisure-time  analyst  at  Paine,  Web- 
ber, Jackson  &  Curtis.  "It's  a  mat\ire 
business;  things  have  shaken  out 
pretty  much,  and  they're  stabilized 
and  growing  in  the  U.S." 

The  fortunes  of  AMF  and  Bruns- 
wick are  no  longer  so  keyed  to  bowl- 
ing, since  both  made  numerous  ac- 
quisitions during  the  Sixties  and 
Seventies.  Today,  moreover,  their  fi- 
nancing policies  are  much  more  con- 
servative; they  no  longer  unload  lots 
of  shiny  new  equipment  on  eager  en- 
trepreneurs looking  for  fast  bucks  and 
easy  credit.  Rather,  they  do  much  of 
their  business  selling  to  experienced 
operators  in  a  reasonably  profitable 
resale  trade  of  refurbished  equip- 
ment—lanes, pinsetters,  even  balls 
and  pins— from  Japanese  bowling  al- 
leys that  went  under.  AMF's  reve- 
nues from  bowling  supplies  ran  about 
$100  million  last  year  out  of  total 
company  sales  of  $1  billion;  Bruns- 
wick did  about  $50  million  worth  out 
of  $818  million  in  total  sales. 

But  the  real  "boom"  is  at  the  re- 
tail level— at  alleys,  or  "centers"  as 
they're  now  called.  Brunswick's 
200  bowUng  centers  (which  it  started 
to  acquire  through  repossessions  in 
the  Sixties)  were  a  major  source  of 
the  company's  earnings  last  year,  al- 
though they  gamer  under  8%  of  sales. 

The  people  raking  in  most  of  the 
estimated  $3  billion  in  bowling-cen- 
ter  revenues    today    are   the    knowl- 


edgeable hands  who  had  been  in  the 
business  for  years  before  the  first 
boom.  They  knew  better  than  to 
spread  their  bowling  centers  all  over 
the  country,  and  stuck  to  tight  geo- 
graphical regions.  Fair  Lanes,  for  in- 
stance, the  biggest  independent  chain 
of  centers  with  62  units  and  $34  mil- 
lion in  sales,  weathered  the  Sixties' 
catastrophe  by  sticking  mainly  to  the 
B  altimore-Washington  metropolitan 
area— a  fertile  region  for  bowling, 
which  is  mainly  a  suburban  sport. 
Fair  Lanes,  which  started  in  1925,  is 
now  having  its  best  year— and  in  1975 
it  had  already  achieved  a  tidy  24% 
on  stockholders'  equity. 

There  are  fewer  bowling  centers 
and  lanes  today  than  there  were  at 
the  peak  in  1962— nearly  11,000  cen- 
ters with  260,000  lanes  then,  vs. 
8,500  centers  with  140,000  lanes 
now.  However,  the  average  number 
of  games  bowled  per  lane  per  day— 
the  key  measure  of  success— is  just 
about  at  its  record  level,  according  to 
Richard  Steenken  of  Blyth  Eastman 
Dillon.  Moreover,  bowling  equipment 
is  cheaper  than  ever  because  of  the 
big  market  in  used  equipment  from 
Japan.  The  attractive  profit  possibili- 
ties have  led  to  a  minor  building  ren- 
aissance in  the  last  year— but  again, 
by  existing  operators  who  know  what 
they're  doing,  not  newcomers. 

One  of  the  main  reasons  bowling  is 
so  profitable  is  the  growth  of  league 
play,  in  which  groups  of  teams  sign 
up  to  play  at  a  center  once  a  week 
for  as  many  as  36  weeks  a  year. 
League  play  is  the  backbone  of  a  suc- 
cessful bowling  center  because  it's 
steady.  "During  the  boom  years  of 
the  Sixties,"  says  Edmund  Hoey,  pres- 
ident of  Fair  Lanes,  "bowling  centers 
averaged  about  50%  league  and  50% 
'open'  play."  When  the  fad  passed, 
open  play  dropped  off^  a  clifi^,  but 
most  league  players  remained  faith- 
ful. With  fewer  centers  and  more 
league  players  today,  there's  plenty  of 
backbone  to  go  around.  "Right  now 
we  do  about  80%  league  play,  20% 
open,"  says  Hoey.  In  fact.  Fair  Lanes' 
leagues  survived  the  recession— when 
many  team  members  from  southeast 


Baltimore  industries  were  laid  off— by 
arranging  with  bowlers  to  defer  pay- 
ment until  they  had  their  jobs  back. 

Brunswick  and  AMF  hope  to  cap- 
italize even  more  on  the  new  bowling 
prosperity  by  pushing  their  automat- 
ic scorers,  computerized  machines 
costing  around  $3,600  that  throw  the 
bowlers'  scores  up  on  an  electric 
screen.  Right  now  the  market  is  small 
—analyst  Steenken  of  Blyth  Eastman 
Dillon  estimates  that  only  around  500 
were  sold  last  year— but  the  manufac- 
turers have  their  hopes  high.  "Obvi- 
ously it's  the  coming  thing,"  says 
AMF's  Spanjer  enthusiastically.  A 
counterpart  at  Brunswick,  Jack 
Thomas,  agrees:  "It's  a  space-age 
item.  This  year  will  be  their  best." 

Country  Club 

Many  operators  are  not  so  sure  that 
the  scorers  will  catch  on.  "Bowling  is 
the  workingman's  country  club,"  says 
Hoey  of  Fair  Lanes,  emphasizing  the 
importance  of  leagues.  "A  scorekeeper 
is  talked  to:  'Hey  Joe,  check  my 
score  again,  will  ya?*  If  you're  going  to 
do  everything  for  them,  hell,  you  may 
as  well  bring  in  a  robot  and  let  it 
roll  the  ball  for  them."  He  adds,  with 
obvious  empathy  for  his  clientele: 
"Bowling  is  not  just  rolling  the  ball. 
Bowling  is  being  a  team  captain; 
bowling  is  being  lead-off  man  or  an- 
chor man  or  keeping  score." 

Aside  from  the  possible  disappoint- 
ment in  automatic  scoring,  the  only 
cloud  on  the  bowling  horizon  is  the 
grumbling  by  some  longtime  opera- 
tors that  the  market  is  starting  to  be 
overbuilt,  just  as  in  the  Sixties.  Joseph 
Antonelli  of  Richmond,  Va.'s  Major 
League  Bowling  complains  that  both 
Brunswick  and  AMF  have  been  horn- 
ing in  on  his  and  others'  territories. 
He  had  announced  a  new  center  in 
South  Carolina,  for  instance,  and  "at 
the  same  time  as  Brunswick  was  ne- 
gotiating to  sell  me  equipment  for  it, 
their  operating  company  had  acquired 
a  site  within  two  miles  of  mine." 

But  overexuberancc  nearly  killed 
the  bowling  business  once  before,  and 
the  betting  is  that  the  survivors  won't 
let  things  get  out  of  hand  again.   ■ 
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Measureyour  roll  towel  leftovers 

md  see  how  many  hand-dries  you  can  save 

with  the  new  Commander  ICabinet. 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  700-foot  roll  while  the  stub  roll- 
up  to  3V2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And.  because  you  can  get  up  to  830  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  lil^e  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


The  Waste  Watchers. 
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What  is  Case 

doing  to  help  our 

cities  function? 


Our  population  grows  and  over  70% 
of  North  America's  people  live  and  earn 
their  livelihoods  in  the  cities. 

As  a  result, 
severe  strain  is 
placed  upon  facili- 
ties, particularly  the 
supporting  ser- 
i/ices:  water,  gas, 
sewage,  telephone 
and  electrical  sys- 
tems. 

These  are  the 
lifelines  of  our  cities. 

To  serve  the 
pressing:need  of  utility  construction, 
placement  and  maintenance.  Case  has 
concentrated  upon  the  design  and  man- 
ufacture of  efficient  digging  equipment. 


Case  backhoes  are  the  world's  best  sellers.  Information  on 
any  Case  product  is  yours  for  the  asking.  J  I  Case  Company, 
Racine  Wisconsin  53404. 


Case  builds  some  30  different  ma- 
chines capable  of  trenching  or  excavating. 
The  smallest  digs  only  2  feet — the  largest, 

almost  30  feet 
deep.  Case,  the 
#1  producer 
worldwide 
of  digging  equip- 
ment, offers  this 
wide  range  of  ma- 
chines to  enable 
the  contractor  to 
do  the  job  more 
efficiently. 

That's  why 
we're  one  of  the  top  three  in  the  construc- 
tion equipment  industry. 


J  I  Case 

A  Tenneco  Company 


doing  something  about  it. 


:mi 


The  Double  Easle  Radial. 


Why  it  belongs  on  Americas  finest  cars. 

Simple  enough.  It's  Goodyear's  finest  radial  tire. 

The  Double  Eagle  reflects  48  years  of  continuing  advances 

in  Goodyear  tire  technology.  It  also  underscores  our 

belief  that  any  product  change  should  be  a  product  improvement. 

A  strong  example  is  the  belt  material  now  used  in  this  tire. 

The  Double  Eagle  is  belted  with  Flexten  cord,  a  Goodyear  engineering 

exclusive.  Flexten  cord  was  developed  from  aramid,  a  man-made 

fiber  that,  pound  for  pound,  has  five  times  the  strength  of  steel.  It's  also 

more  flexible  than  steel,  and  is  both  moisture-  and  fatigue-resistant. 

Flexten  is  an  important  feature  of  the  Double  Eagle. 

Double  Eagle:  Now  more  than  ever,  the  luxury  radial  tire 

for  your  luxury  car. 

GOOD^CAR 

For  more  good  years  in  your  car 


The  Lively  Ghost 
Of  American  Viscose 


One  Frank  Reichel  virtually  liquidated  the  company. 
Another  Frank  Reichel  is  rebuilding  it. 


Thirteen  years  ago,  in  administer- 
ing the  last  rites  to  the  old  American 
Viscose  Co.,  its  chairman,  the  late 
Frank  H.  Reichel  Sr.,  did  something 
few  businessmen  willingly  do:  He  pre- 
sided over  the  liquidation  of  his  own 
empire  and  the  distribution  to  its 
stockholders  of  nearly  $400  million 
of  the  proceeds.  Many  companies  die, 
but  few  die  willingly. 

Today  his  son,  48-year-old  Frank 
H.  Reichel  Jr.,  runs  what  is  left 
of  Viscose— Philadelphia-based  AVC 
Corp.  It  has  taken  him  more  than  a 
decade,  with  several  false  starts  and 
lots  of  red  ink,  to  build  AVC  up  to  a 
now-profitable  $59  million  in  assets. 
There  have  been  moments  during  his 
long  struggle,  the  younger  Reichel  ad- 
mits, when  he  dreamed  rather  wist- 
fully of  that  $400-million  grubstake- 
gone-aglimmering. 

The  elder  Reichel,  a  brilliant  chem- 
ist, had  taken  command  of  American 
Viscose  in  1946,  when  it  ranked 
among  the  nation's  100  largest  com- 
panies. But  things  did  not  go  well  dur- 
ing the  Fifties.  Viscose,  the  leader  in 
rayon  and  acetate  fibers,  was  out-hus- 
tled by  livelier  competitors  in  nylon 
and  the  newer  synthetics.  By  1963 
Reichel,  past  retirement  age  and  ap- 
parently beyond  further  ambition, 
sold  its  remaining  operating  assets  to 
FMC  Corp.  With  them  went  its  man- 
agement, including  his  son,  also  a  re- 
search man.  Then  he  tendered  the 
proceeds  to  Viscose's  long-sufiFering 
stockholders,   drawing  in   nearly  95% 

Reichel  of  AVC 


of  the  stock.  Finally,  he  converted 
what  was  left,  about  $20  million,  into 
AVC  Corp.  He  would  run  AVC  as  a 
closed-end  investment  company  with 
a  portfolio  of  New  York  Stock  Ex- 
change stocks,  until  tax  claims  aris- 
ing from  its  loss  on  the  sale  to  FMC 
were  settled.  Presumably,  he  planned 
to  complete  the  liquidation  after  that. 

Reichel  died  a  year  later,  however. 
Shortly  thereafter,  his  son— "partly  out 
of  obligation,  partly  out  of  opportuni- 
ty"—stepped  in  to  fill  his  shoes.  The 
obligation  was  the  tax  case,  finally 
settled  in  1969.  The  opportunity  was 
AVC's  $20  miUion  of  liquid  assets. 
Frank  Jr.  didn't  regard  them  as  some- 
thing to  be  liquidated,  nor  as  some- 
thing to  be  tied  up  in  a  portfolio  of 
blue-chip  stocks.  To  his  37-year-old 
eyes,  they  represented  an  attractive 
pot  of  discretionary  capital  that  could 
be  put  to  far  better  use. 

Nothing  much  was  heard  of  AVC, 
however,  for  close  to  a  decade  after 
the  younger  Reichel  took  over.  Then 
suddenly,  between  late  1974  and  mid- 
1975,  the  company's  shares  erupted 
from  3  to  20  on  the  American  Stock 
Exchange,  finally  settling  down  at 
around  13,  for  a  fourfold  gain.  Those 
prompted  to  investigate  found  that 
Reichel  had  been  a  very  busy  young 
^man.  AVC  was  no  longer  a  closed-end 
investment  company;  it  had  become 
one  of  the  leading  manufacturers  of 


nuts  and  bolts— fasteners,  in  the  lingo 
of  the  trade— with  minor  interests  in 
textiles  and  television.  What's  more, 
it  was  earning  $8.5  million  on  sales  of 
$83  million— just  as  much  as  Viscose 
had  earned  in  its  final  years  on  three 
times  as  much  sales  volume. 

It  was  quite  an  accomplishment. 
Frank  Reichel,  with  a  Ph.D.  in  chemis- 
try from  Yale  and  a  largely  technical 
background,  lacked  any  general  man- 
agement experience.  Like  many  an- 
other bright  young  man  in  the  go-go 
era  of  the  late  Sixties,  he  had  tried 
his  hand  at  some  venture  capital 
deals,  then  became  a  small-scale  con- 
glomerator.  By  1969,  in  fact,  he 
owned  enough  majority  interests  in 
small  companies  that  the  SEC  took 
away  AVC's  investment  company 
status.  It  had  become,  said  the  SEC, 
a  full-fledged  operating  company. 

But  it  hadn't  become  a  very  good 
one— despite  acquisitions  that  had 
taken  it  into  such  promising  fields  as 
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What  your  home  could 

have  in  common  with  the  Met, 

thelate,  and  the  Louvte. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
Baskin,  Calder,  Dali,  Delacroix,  Renoir  and  other  important  artists. 

'"'''  V         -^'VxN^  tB  ( Salvador  Dali's  striking 

c^^.*     --i^\~*k^i\^S^^  '  etching  "Chariot"  is  just  one  of 

the  many  fine  prints  we've 
recently  made  available.) 

Our  expert  advice  and  full 
money  back  guarantee  are  your 
assurances  that  the  art  you  buy 
will  have  lasting  value  and  beauty 

Send  for  our  colorful, 
descriptive  brochure,  without 
obligation. 


SALVADOR  DAils    Chariot' 


Original  print  collectors  group,  Ltd 

120  East  56th  Street,  Dept.  FS.Ncw  York,  NY.  10022 
D  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE 
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State 


Zip 
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You're  not 
fully  packed  without 
your  "visual  notebook" 

You  probably  never  leave  for  a 
business  trip  without  your  pocket 
calculator  and  tape  recorder. 

How  about  your  pocket 
camera? 

The  new  Rollei  A110  is 
the  smallest  110  camera  made! 
Fuss-free  automatic  exposure. 

Takes  razor-sharp  pic- 
tures of  that  new  product,  display, 
plant  or  face.  Film  and  processing 
available  everywhere. 

At  your  favorite  camera 
store.  Under  $300. 

<i)ollei  Alio 

I  The  Precision  Pocket  Camera 

I  Rollei  of  America,  Inc., 

I    100  Lehigh  Drive,  Fairfield,  N.J.  07006 


We  need  volunteers  just 
as  George  Washington 
needed  them  back  in  1776. 

Volunteers  who  expect 
nothing  but  the  satisfaction 
of  serving  a  great  cause. 

Men  and  women  with 
spirit  and  compassion... to 
fight  a  foe  that  has  killed 
more  Americans  than  all  the 
wars  in  our  history. 

We  need  you ...  to  help  us 
in  the  fight  against  cancer. 

When  you  give  your  time 
and  your  effort  to  your  local 
ACS  Unit,  you  are  making  an 
investment  that  pays  divi- 
dends in  the  saving  of  lives. 

Your  nearest  Unit  is  anx- 
ious to  hear  from  you.  Vol- 
unteer today. 


AMERICAN  CANCER  SOCIETY 


I 


I 


nuclear  power,  ocean  sciences  ai  ' 
UHF  television.  Not  one  of  its  compa 
nies  was  a  first-class  moneymaker.  At 
the  end  of  1973  AVC  had  not  earned 
a  profit  from  its  continuing  busines.si  s 
for  six  years,  and  its  $17  million  in  tax 
credits  was  going  unused. 

Late  in  1974  Reichel  finally  mad. 
his  breakthrough.  He  acquired  Ohi 
based  Modulus  Coip.,  a  manufactui 
er  of  nuts  and  bolts  which,  because 
of  its  sizable  trade  in  custom-designed 
specialty  items,  had  a  record  of  gen- 
erous, reliable  earnings.  While  he 
courted  Modulus'  management,  Rei- 
chel raised  the  capital  to  buy  it  b> 
selling  off  three  of  his  five  remaining 
companies.  He  kept  Minette  Mills,  a 
small  bedspread  outfit  that  was  prof 
itable,  and  Philadelphia's  WPHL-TV 
his  remaining  UHF  station  whost 
chronic  losses  made  it  unsalable. 

Into  The  Black 

For  the  year  1974,  with  Modulu; 
in  the  fold  less  than  three  months 
AVC's  earnings  from  continuing  op 
erations  rose  from  the  red  to  84  cent' 
per  share.  In  1975  earnings  from  con 
tinuing  operations  leaped  to  $4.3.' 
per  share.  With  the  application  o 
available  tax  losses,  they  rose  to  $6.8.' 
per  share. 

"This  year  the  TV  station,  now  un 
der  new  management,  will  move  intd 
the  black  for  the  first  time,"  says  Re 
chel.  "But  we  are  also  going  to  ha\ 
to   pay   some   taxes   in    1976,   whicl 
means  our  net  will  probably  go  dowi 
a  bit."  But  with  the  price  of  his  stoc! 
now  out  of  the  bargain  basement,  anc 
his  cash  flow  no  longer  dependent  o 
divestitures  to  stay  in  the  black,  Re 
chel  figures  that  he  is  finally  on  hi 
way  toward  building  a  large,  viabl 
company.  "Over  the  next  five  to  seve 
years  I  think  we  can  acquire  a  coupl 
more    Modulus-type    companies    th; 
will  give  us  a  sales  base  of  $300  mi 
lion  to  $400  million,"  he  says.  Allow 
ing  for  inflation,  that  would  put  AV< 
back  in  the  same  league  as  America 
Viscose  was  in  its  heyday. 

Could  Reichel  have  built  a  bettf 
company   with    the    $400    million   h 
father  parceled  out  to  Viscose's  stocl 
holders?  Perhaps,  but  perhaps  not.  Hj 
certainly    could     have     moved     mo; 
quickly,    and    bought    bigger    comp 
nics,  i)ut  given  his  lack  of  expericiH 
he  might  have  met  disaster.   In  fai 
with   so    much    money    involved,    1 
might  never  have  been  given  the  jo 

A  final  irony:  FMC,  though  pro 
pering  otherwise,  has  lost  $4.5  milli« 
over  the  last  two  years  on  the  fibe 
business  it  bought  from  Amcric; 
Viscose,  and  is  urgently  looking  for 
buyer.  If  the  price  were  right,  wo 
Reichel  be  tempted— just  for  old  ti 
sake?  "Not  a  chance,"  he  says.  ■ 
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All  Marsh  &  McLennan  offices 

are  created  equal. 


Except  one. 


What  makes  one  office  exceptional  is  the  fact  that  it  s  your  local  Marsh  &  McLennan  office.  Close  to 
you,  your  business,  your  needs.  D  Even  so,  it's  even-up  in  expertise  with  all  of  the  other  Marsh  & 
McLennan  offices.. .thanks  to  our  technical  services  operations.  D  This  means  each  of  our  offices 
can  tap  the  full  resources  of  the  company's  extensive  technical  and  professional  skills  in  such  areas 
as  accident  and  fire  prevention,  compliance  with  OSH  A  and  EPA  regulations,  even  employee  safety 
training.  Consider  how  this  can  help  you.  Corporate  risk  management  problems  often  call  for  highly 
specialized  solutions,  which  local  Marsh  &  McLennan  offices,  working  with  technical  services  oper- 
ations specialists,  are  equipped  to  deliver.  For  all  our  clients.  Everywhere.  D  It's  a  big  promise  that 
each  of  our  international  network  of  offices  is  able  to  keep.  D  The  more  you  know  about  Marsh  & 
McLennan,  the  more  you'll  know  how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance* 
come  to 
the  leader. 


Railroads: 

The  Missing  Linii? 


Have  the  developing  countries  forgotten  something 
in  their  haste  to  build  modern  industry?  The  world's 
railroad  suppliers  think  the  answer  is:  Yes— us. 


All  over  the  world  the  19th  cen- 
tury was  the  age  of  the  railroad,  the 
early  20th  the  age  of  the  automobile. 
But  things  are  shifting  once  again, 
and  countries  like  Brazil  and  Vene- 
zuela and  others  in  the  "developing" 
world  are  realizing  that  what  they 
need  more  than  anything  else  are— 
you  guessed  it— railroads.  Brazil  has 
visions  of  building  2,500  miles  of  new 
railroad  and  modernizing  almost 
7,000  miles  more.  Venezuela,  which 
has  no  rail  system  to  speak  of,  wants 
750  miles  of  railway  bmlt  in  the  next 
five  years  and  three  times  that  amoimt 
eventually.  Iran  wants  a  railroad  to 
connect  its  capital  Teheran  with  the 
provincial  city  of  Tabriz  and  from 
there  to  connect  with  Turkey  and  on 
to  Western  Europe.  Countries  of  Afri- 
ca realize  that  their  mineral  resources 
are  worthless  without  the  transport  to 
carry  the  minerals  to  the  sea. 

The  news  couldn't  have  come  at  a 
better  time  for  the  old  industrial  pow- 
ers of  Europe,  Britain,  France,  Ger- 
many. All  of  them  are  running  state 
employment  agencies  in  the  guise  of 
railroads  and  paying  dearly  for  the 
privilege.  But  because  they  have 
been  running  railroads  throughout  the 
postwar  era,  all  of  them  are  up  to 
date  in  the  technology  of  rail  electri- 
fication.  They  are  anxious  to  export 
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their    rail    knowhow    and    hardware. 

Marketing  subsidiaries  of  British 
Rail,  Societe  Nationale  de  Chemins 
de  Per  (SNCF)  and  Deutsche  Bun- 
desbahn  (DB)  beat  the  bushes  in  the 
developing  world,  trying  to  sell  their 
capabilities  to  design  entire  railroad 
systems.  Whoever  gets  the  design 
job,  of  course,  opens  the  way  for  the 
hardware  and  financing  opportunities 
when  the  building  actually  starts. 

The  annual  market  for  rail  equip- 
ment outside  Europe  is  estimated  to- 
day at  around  $1  billion  and  it  is  ex- 
pected to  double  in  the  next  five 
years.  A  railroad  is  one  of  the  most 
basic  items  of  infrastructure.  "They're 
not  prestige  projects,"  says  a  spokes- 
man for  Britain's  General  Electric  Co. 
(no  relation  to  U.S.  GE),  which  sup- 
plies anything  from  the  signal  equip- 
ment to  the  total  electrification  of  a 
railroad.  So  when  the  money  supply 
inevitably  fails  to  match  the  develop- 
ing country's  vision,  rail  projects  sur- 
vive where  others  may  be  postponed. 

Specifically,  Venezuela  has  $250 
million  to  spend  right  now  for  a  rail- 
road that  will  open  up  its  eastern  sec- 
tor, facilitating  the  shipment  of  iron 
ore  and  steel  as  well  as  drawing  pop- 
ulation growth  away  from  Caracas. 
Contracts  will  be  let  this  fall. 

Brazil   has   allocated   high   priority 
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and  over  $200  million  for  a  steel-and- 
ore  railway  from  Belo  Horizonte  to 
the  steel  mill  at  Volta  Redonda. 

On  the  Brazilian  steel  railway  the 
electrification  is  being  done  by  Brit- 
ain's GE  and  the  financing  is  being 
handled  by  N.M.  Rothschild  &  Sons 
of  London,  the  merchant  bank  that 
financed  the  first  railroad  and  most 
of  the  other  railroads  in  Brazil  a  cen- 
tury ago.  No,  Rothschilds  is  not  go- 
ing to  have  Brazilian  railroad  stock  to 
sell  again.  In  the  modem  version  of 
rail  financing,  Rothschilds  will  syndi- 
cate part  of  the  amount  in  a  Eurocur- 
rency financing,  and  the  rest  will  be  a 
sterling  loan  backed  by  Britain's  Ex- 
port-Import Bank  equivalent,  the  Ex- 
port Credits  Guarantee  Department. 

Laggard  Uncle  Sam 

The  competition  for  business  is 
fierce.  Peter  Keen,  deputy  director  of 
British  Rail's  marketing  subsidiary, 
Transmark,  reports:  "It's  ourselves, 
the  French,  Germans,  Canadians, 
Italians  and  the  U.S.  But,  need  I  add, 
the  U.S.  is  not  a  serious  competitor." 
It's  not?  Why  not? 

For  one  thing,  the  U.S.  rail  equip- 
ment suppliers  do  not  go  in  as  a  con- 
sortium, able  to  provide  a  railroad  as 
a  package.  Also  the  important  thing, 
says  a  British  technical  man,  is  "the 
financial  ribbon  in  which  you  can 
wrap  the  package."  South  Korea,  Sin- 
gapore, Brazil,  most  of  the  African 
nations  and  even  some  of  the  oil 
nations  have  budgetary  problems.  In- 
novative finance  for  these  projects  se- 
cures the  export  market  for  home  in- 
dustry. "We're  tending  to  get  quite 
involved  in  railroads,"  offers  a  man 
from  Rothschilds,  "and  I  must  say 
we're  getting  excellent  support  from 
the  government." 

Strangely  enough,  in  all  the  shout- 
ing of  the  last  few  years  about  what 
the  oil-rich  or  otherwise  emerging 
countries  would  buy,  there  was  little 
mention  of  railroads.  But  neither  the 
U.S.  nor  Europe  developed  until  the 
railroads  came  in.  The  internal  com- 
bustion engine  was  a  much  later  in^ 
dustrial  revolution.  That  should  have 
been  a  clue.  ■ 
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These  rickety  railroads  happen  to  be  Brazilian. 
But  most  of  the  developing  countries  must  make 
do  with  even  poorer  rail  systems— or  none  at  all. 
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Nobody  likes  to  bite  the  bullet. 


If  you  rein  your  business  the  way 
some  hospiteils  run  theirs,  you'd  be  in 
trouble.  Which  is  exactly  what's  hai> 
pening  to  many  good  hospitals.  As  a 
hospital  board  member  consultant,  or 
patient,  you've  got  to  face  facts:  a 
hospital  is  as  much  a  business  as  a 
social  institution. 

Some  hospitals  provide  both  quality 
care  and  earnings.  They  have  to.  As  part 
of  investor-owned  management 
companies,  they  are  profit  centers. 

In  the  past  20  years.  American 


Medical  International,  the  original 
investor-owned  hospital  meinagement 
company,  has  created  management 
programs  eind  operational  controls  to 
ensure  profitability.  Today  AMI  manages 
over  50  hospitals.  AMI  programs  control 
more  than  $250  million  in  annual 
hospital  revenues  world  wide. 

As  the  management  services  division 
of  AMI.  PROFESSIONAL  HOSPITAL 
SERVICES  is  assisting  the  management 
of  120  large  and  small  hospitals  to 
utilize  these  proven  programs  in  the 


administration  of  their  own  facilities. 

The  PHS  program  allows  the 
hospital  to  contract  for  management 
services  it  needs,  without  having  to 
take  on  those  it  doesn't.  The  last  thing 
to  consider  is  a  total  management 
system. 

If  you  have  resf)onsibility  for  a 
hospital  in  your  community,  aind  wish 
more  information  on  PHS.  direct  your 
inquiries  to  Robert  J.  Samsel.  Vice 
President.  We'll  help  you  make  good 
health  care  good  business. 


PROFESSIONflMMiaSPmiL  SERVICES 

a  division  of  VHHI  ■■HV  © 
AMERICAN  MEDICAL  INTERNATIONAL,  INC.  •  414  NORTH  CAMDEN  DRIVE,  BEVERLY  HILLS, CALIFORNIA  90210  •  (213)278-4020 
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Henderson.  Ky 


The  Industrialists 


..Our  leasing  specialists  put  together  a  financing  package  that  built  — 
Tom  the  ground  up— the  newest  and  most  modern  aluminum  reduction 
)lant  in  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 

The  financial  sourccWorldwIde. 
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IS  IS  Marley's  world. 


jre  water  is  our  most 

precious  resource  . . .  where  the 
demands  of  a  growing  population 
and  expanding  industry  have 
placed  an  increasingly  heavy 
burden  on  our  world's  water 
supply  . . .  and  where  it  has 
become  vital  to  locate,  recover, 
and  conserve  all  available  water 
resources.  This  is  Marley's  world. 

The  Marley®  Company  and  its 
operating  companies  are  helping 
industry  use  water  more  wisely 
so  we'll  always  have  enough.  The 
Marley  Cooling  Tower  Company 
"takes  the  heat  off"  electric 
power  generation,  petroleum 
refining,  chemical  processing,      i 
and  commercial  air  conditioning. 
Chicago  Heater  Company,  Inc., 
specializes  in  the  deaeration  of 
boiler  feedwater.   Engineers  and 
Fabricators,  Co.,  shell  and  tube 
heat  exchangers  use  water  and 
other  fluids  for  cooling  media. 
Marfab  air-cooled  heat  exchangers 
ease  the  strain  in  areas  where 
water  supplies  are  limited.  Layne- 
Western  Company,  Inc.,  locates 
new  sources  of  water.  General 
Filter  Company  supplies  water 
and  waste  water  treatment 
equipment.  Layne  &  Bowler,  Inc. 
is  a  leading  manufacturer  of 
vertical  turbine  pumps.  And 
Marley  International,  Inc.,  serves 
industry  throughout  the  world. 

But  these  are  only  a  few  of  the 
ways  Marley  is  helping.  With  more 
than  50  years  of  practical  and 
technical  water  knowledge,  you 
can  expect  Marley  to  be  meeting 
the  challenges  of  the  next  50 
years.  Because,  as  our  water 
resources  become  more  vital,  so 
will  the  services  of  The  Marley 
Company. 


\ 
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MARLEY 


The  Marley  Company,  Corporate  Headquarters,  5800  Foxridge  Drive,  P.O.  Box  2912,  Mission,  Kansas  66201  (913)  362-1818 


Faces  Behind  the  Figures 


Poi/ver  To  The  People 

Chairman  of  the  House  Banking 
Committee,  Rep.  Henry  Reuss  (Dem., 
Wis.),  is  not  known  in  Congress  as 
an  energy  expert.  But  the  subject  ob- 
viously fascinates  him.  With  the  help 
of  local  architects  and  engineers,  the 
64-year-old  aristocrat  has  installed  a 
handmade  windmill  in  the  backyard 
of  his  Mukwonago,  Wis.  summer 
home.  The  72-foot,  2-kilowatt  device 
provides  70%  of  the  farm's  electrical 
needs  and  has  made  Reuss  a  believer 
that  the  energy  answer  is  "blowin'  in 
the  wind." 

"Wind  will  remain  free,  but  the 
cost  of  oil,  coal  and  uranium  is  stead- 
ily rising,"  says  Reuss.  "Soon,  it  will 
make  a  lot  of  economic  sense  for  peo- 
ple in  urban  and  suburban  areas  to 
use  windmills."  Not  now,  however. 
Amortized  over  20  years,  Reuss' 
$5,000  power  source  (excluding  la- 
bor costs)  produces  electricity  at  7 
cents  per  kilowatt  hour,  which  is 
twice  Wisconsin  Electric  Power  Co.'s 
local  rate.  But  just  wait,  Reuss  de- 
clares. Mass  production  will  halve 
the  initial  cost. 

What  happens  when  the  winds  are 
weak?  First  off,  Reuss  maintains,  wind 


pressure  peaks  from  5  to  7  p.m.,  a 
major  user  period.  When  all  else  fails, 
there  is  the  Reuss  synchronous  in- 
verter. It  links  his  windmill  to  the 
local  power  grid.  When  there  is  no 
breeze,  Reuss  draws  current;  when 
gales  prevail,  his  surplus  feeds  into 
the  utility. 

While  Wisconsin  Electric  can't  be 
expected  to  reimburse  one  household 
for  its  power  input,  Reuss  predicts 
eventual  monthly  credits  for  home- 
made electricity.  Better  yet,  put  the 
blades  on  top  of  existing  utility  tow- 
ers and  feed  the  power  into  the  sys- 
tem right  there.  Another  wrinkle: 
Reuss  suppliers  are  working  on  har- 
nessing compressed  air  created  when 
elevators  rush  down  shafts,  to  help 
power  office  buildings.  However, 
Reuss  is  less  enthusiastic  about  plans 
for  floating  giant  windmills  oflFshore, 
instead  favoring  a  windmill-in-every- 
backyard  approach.  "This  will  bring 
the  individual  householder  into  the 
energy  act,"  he  says. 

And  windmills,  unlike  many  other 
energy  sources,  needn't  be  a  land- 
scape eyesore.  On  the  contrary,  says 
Reuss.  "Mine  is  quite  interesting,"  he 
confides.  "It  looks  like  an  all-yellow 
Calder  mobile."  ■ 


Representative  Kt;uss 


Avoiding 

The  Bilge  Water 

Back  in  1940  when  the  New  Deal 
was  trying  to  figure  out  ways  to  pump 
cash  into  the  pockets  of  impoverished 
East  Coast  communities,  a  high  school 
history  teacher  from  Carmel,  Me.  by 
the  name  of  Robert  Kinney  had  a 
brainstorm.  Maine  lobstermen,  he 
knew,  routinely  threw  away  crabs 
that  wandered  into  the  lobster  pots. 
Suppose  he  offered  to  buy  those 
crabs?  So  Kinney  left  teaching  and 
started  up  a  canning  company. 

Today,  without  having  spent  a  mo- 
ment in  middle  management,  that 
same  Bob''  Kinney,  now  59,  is  the 
new  chief  executive  of  $2.3-billion 
sales  General  Mills  of  Minneapolis, 
Minn.  He  got  someone  else  to  run 
the  canning  company  for  him  in 
1953  and  went  to  work  for  seafood 
processor  Gorton's,  which  then  had 
sales  of  $7.3  million.  For  11  years 
he  was  chief*  executive  of  Gorton's  and 
then  in  1968  when  Gorton's  sales  had 
reached  $74  million,  Kinney  sold  out 
to  General  Mills.  "We  were  cash-short, 
growing  hke  a  weed,  and  had  bor- 
rowed all  the  money  we  could  pru- 
dently  borrow,"   he   says.    Today,    as 


part  of  General  Mills,  Gorton's  is  dou- 
ble the  size. 

A  patient  pragmatist,  Kinney  fit 
right  in  at  Big  G.  "It's  been  a  super 
relationship  between  three  people 
•who  think  quite  differently,"  says 
Kinney:  Chairman  James  P.  McFar- 
land,  the  ebullient,  optimistic  former 


Kinney  of  General  Mills 


chief  executive;  brainy  Vice  Chairman 
James  A.  Summer,  "who  usually  takes 
the  contrary  view  of  anything  just  to 
get  the  issues  out";  and  Kinney,  the 
man  in  the  middle.  "I'm  a  very  low- 
key  guy,"  he  says.  "When  I  see  some- 
thing that  I  think  really  needs  to  be 
done,  I  find  a  way  to  get  attention 
without  having  the  boat  get  complete- 
ly swamped.  I  don't  like  to  spend  all 
my  time  bilging  water." 

He  won't  have  to  do  much  of  that 
at  General  Mills,  which  expected  to 
finish  its  May  28  fiscal  year  with 
earnings  approaching  $100  million 
(up  from  $76.2  million  last  year)  for 
a  compounded  per-share  earnings 
growth  rate  of  nearly  15%  since  1971, 
and  whose  11%  return  on  capital  ranks 
a  superior  sixth  among  a  field  of  21 
major  diversified  food  companies. 
"The  important  thing  is  not  to  lose 
momentum,"  he  says.  "If  I  can  just 
equal  Mr.  McFarland's  record.  .  .  ." 

About  the  only  water  Kinney  has 
to  bilge  at  the  moment  are  the  re- 
percussions from  an  unhappy  three- 
year  stint  on  the  board  of  W.T.  Grant, 
which  was  supposed  to  broaden  his 
understanding  of  retailing.  It  did,  but 
Kinney's  lawyers  won't  let  him  even 
mention  the  word  "Grant"  now.   ■ 
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Faces  Behind  the  Figures 


Hot  Seat 

Wait  awhile,  says  William  O. 
Bourke,  new  No.  Three  man  at  the 
Ford  Motor  Co.  The  small  car  will 
come  back. 

It  had  better.  Ford's  business  strat- 
egy for  two  years  has  been  based  on 
that  expectation,  but  in  the  Pinto 
alone  Ford  is  now  carrying  more  than 
a  three-month  inventory,  and  the  pub- 
lic's trek  back  to  bigger  cars  has 
dropped  Ford's  market  share  from 
25.8%  in  1974  to  23.1%  in  the  first 
quarter  of  this  year.  Bourke  was 
brought  back  to  Detroit  after  16 
years  of  spectacxilar  foreign  success 
to  correct  erosions  in  Ford's  domestic 
market  share  and  profitability. 

Says  Bourke:  "In  a  year  to  18 
months  I  see  a  rising  demand  at  the 
small  end."  Why?  The  burst  of  inter- 
mediate-size buying  now  being  done 
by  families  who  held  oflF  during  the 
recession  will  be  over  soon.  And  by 
1985  government  fuel  economy  stan- 
dards will  average  27.5  miles  per  gal- 
lon. It  will  be  pretty  hard  for  any 
but  Pinto-sized  cars  to  get  that  land 
of  mileage,  Bourke  says. 

That's  the  scenario  Bourke  has  to 
make  come  true.  Affable  and  unas- 
suming, he  seems  not  quite  used  to 


having  a  huge  office  across  from 
Henry  Ford— whom  he  hadn't  met 
when  he  left  in  1960  for  Canada. 

It's  not  that  Bourke,  49,  is  a  shrink- 
ing violet.  He  ticks  off  his  accom- 
plishments: "I  went  to  Canada— mar- 
ket share  improved.  On  to  Australia 
where  we  were  in  the  red— now 
they're  making  record  profits.  Finally 
to  Europe,  at  a  time  when  market 
share  and  profitabihty  were  falling. 
Now  Europe's  on  a  real  upbeat." 

Ford  has  been  committed  to  small 


cars  ever  since  the  first  Henry  Ford 
started  making  Model  Ts,  and  com- 
mitted to  the  modem  small  car  ever 
since  Lee  lacocca  created  the  Mus- 
tang in  the  1960s.  The  first  made 
the  Ford  Motor  Co.  and  the  second 
made  lacocca  its  president,  and  no- 
body is  going  to  buck  those  tradi- 
tions. When  Henry  Ford  told  share- 
holders last  month  that  domestic  prof- 
itability would  be  improved,  he  was 
talking  about  Bourke's  job. 
Talk  about  hot  seats!  ■ 


New  Carriers; 
Big  Or  Small? 

In  1960  the  missile  gap  was  a  politi- 
cal issue.  Now  it's  the  Navy. 

This  controversy,  however,  won't 
disappear  after  the  election.  The 
shrinking  U.S.  fleet  is  now  one-fifth 
the  size  of  growing  Soviet  forces,  and 
half  our  480  ships  will  wear  out  by 
1990.  To  replace  them  will  cost  $70 
billion;  the  Pentagon  wants  a  20%  ex- 
pansion costing  $25  billion  more. 


Senator  Robert  Taft  (Rep.,  Ohio) 
is  a  landlocked  Armed  Services  Com- 
mittee member  with  some  strong 
ideas  about  how  to  spend  that  mon- 
ey. "We  don't  talk  numbers  of  ships," 
he  says  of  his  impressive  163-page 
white  paper  on  defense.  "We  talk  con- 
cepts." Such  detailed  proposals  don't 
often  originate  on  Capitol  Hill. 

A  World  War  II  ensign,  Taft  is  all 
for  sea  power.  But  he  differs  sharp- 
ly with  the  Navy  on  what  the  ser- 
vice needs.  "We've  lost  our  edge,"  he 
explains,  "because  during  Vietnam  we 
spent  our  money  on  supply  opera- 
tions—not  shipbuilding— and    because 


we're  still  completely  committed  to 
the  aircraft  carrier  task  force.  The 
Russians  went  an  entirely  different 
route— ship-to-ship  missiles  and  a  huge 
submarine  fleet.  So  our  carriers  are 
very  vulnerable." 

That's  why  Taft  doesn't  want  more 
big  carriers  (today  they  go  to  sea 
with  100  planes,  6,000  men  and  cost 
$5  billion)  and  expensive  escorts  (the 
Navy  now  has  180  of  these  and  just 
13  carriers).  Instead,  he  wants  to  re- 
build the  fleet  aroimd  new  minicar- 
riers.  These  "cheaper"  ($500  million) 
ships  would  each  carry  25  short-take- 
off  planes.  Greater  numbers  but  small- 
er vessels,  he  argues,  would  increase 
U.S.  flexibility  and  limit  vulnerability. 
More  targets  would  make  it  tougher 
for  the  Soviets'  250  attack  subs. 

The  Naval  hierarchy,  however,  is 
plumping  vigorously  for  big  carriers: 
The  service's  pride  and  joy,  they  were 
the  key  to  victory  over  Japan.  And 
there's  almost  always  an  achniral 
aboard.  So  Taft  is  in  an  odd  role.  He's 
a  proponent  of  defense  spending 
whose  ideas  rile  military  men.  Civen 
the  experts'  tendency  to  refight  the 
last  war,  advice  from  a  thoughtful 
outsider  is  surely  healthy.  ■ 
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ERISA  AND  YOU 


Wondering  what  ERISA  means  to  your 
group  insurance  and  pension  plans? 

Maybe  Metropolitan  can  help  you. 


As  you  know,  ERISA,  the  Employee 
Retirement  Income  Security  Act  of  1974,  is 
an  extremely  important  and,  at  the  same 
time,  complex  piece  of  legislation. 

Just  what  does  it  say— and  what  does 
it  mean  to  you?  Because  it's  so  new  and  so 
far-reaching  there  is  much  that  requires 
•  interpretation  and  clarification. 

How  does  ERISA  affect  your 
employee  benefit  plan?  How  would  it  affect 
a  pension  plan  if  you  institute  one?  Does 
anybody  know  the  answers?  To  whom  do 
you  mm? 

We'd  suggest  that  you  turn  to 
Metropolitan  Life's  Group  Insurance  and 
Pension  Representatives.  They  would  be 
glad  to  work  with  your  attorneys  in 
determining  the  application  of  ERISA  to 
your  particular  benefit  plan  or  pension 
plan. 

We  can,  of  course,  tell  you  what 
employ eej benefit  plans  are  subject  to  the 


Act  and  what  plans  are  exempt;  what 
the  standards  for  eUgibility  are;  how  the 
plan  must  provide  for  vesting  and  what 
the  minimum  requirements  are  for 
funding. 

We  can  explain  the  types  of  reports 
that  must  be  made  and  the  information  that 
must  be  disclosed  both  to  the  government 
and  plan  participants. 

We  can  also  tell  you  what  provisions  of 
the  Act  apply  to  your  group  insurance 
contract  and  to  your  pension  plan. 

These  are  some  of  the  major  points. 
Metropohtan's  Group  Representative  can 
also  provide  details  on  how  to  establish  a 
new  plan  and  administer  its  operation  after 
it  is  initiated. 

And  when  you  place  your  pension 
funds  with  Metropolitan,  remember  we 
can  insure  the  funds  so  that  payment  to 
your  employees  is  guaranteed  at  time  of 
retirement. 


C3  Metropolitan 

Where  the  future  is  now 


Faces  Behind  the  Figures 

Elan  Luffkin 
Rides  Again 

His  ambitions  for  a  political  career 
at  least  temporarily  thwarted,  ex- Wall 
Streeter  Dan  W.  Lufkin  is  back  in 
the  investment  business  but  not  this 
time  with  his  old  firm,  Donaldson, 
Lufkin  &  Jenrette. 

"You  know  me,"  says  Lufkin,  still 
youthful  at  44,  "I'm  always  thinking 
of  new  things  to  do."  This  time  Luf- 
kin is  breaking  into  the  cigar  busi- 
ness, through  a  $10-million  invest- 
ment in  Culbro  Corp.  (formerly  Gen- 
eral Cigar)  and  a  seat  on  the  board. 

Lufkin  hasn't  been  active  in  DLJ 
for  some  time,  though  he  is  still  a  di- 
rector. After  resigning  as  Connecti- 
cut's Commissioner  of  Environmental 
Protection  and  narrowly  missing  out 
on  a  major  appointment  in  the  Ford 
Administration,  Lufkin  has  just  set  up 
a  $20-million  general  partnership 
called  The  Brae  Co.  Lufkin  has  im- 
pressive partners  in  Brae:  Louis  Marx 
Jr.  (Forbes,  Apr.  1,  1974);  Consoli- 
dated Foods  Chairman  Nathan  Cum- 
min gs;  members  of  the  Bronfman 
whiskey   family;    and   Warner    Com- 


Lufkin  of  Culbro 

munications  Corp.  At  a  conservative 
estimate,  the  partners  collectively  con- 
trol $1  billion  in  wealth.  Lufkin,  how- 
ever, holds  two-thirds  of  the  voting 
power  and  Edward  L.  ScarflF,  former 
l*ansamerica  president,  the  remain- 
ing third. 

Culbro  is  Brae's  first  major  invest- 
ment. Why  cigars?  Well,  Culbro  need- 
ed to  raise  cash  to  repay  the  banks 


on  a  major  acquisition,  and  Culbro's 
boss,  Edgar  M.  Cullman,  is  an  old 
acquaintance.  ("We  are  on  the  board 
of  Hotchkiss  School  together"  ex- 
plains Lufkin.)  Cullman  was  prepar- 
ing a  public  offering  of  600,000  Cul- 
bro "shares,  and  Lufkin  asked:  "Why 
not  sell  the  shares  to  me  and  my 
partners  instead?"  Cullman,  whose 
family  owns  20%  of  the  stock,  agreed. 
By  selling  to  Lufkin's  partnership, 
Culbro  saved  the  costs  and  risks  and 
headaches  of  a  public  underwriting, 
more  than  half  a  million  dollars.  It 
also  got  another  20%  of  its  shares  in 
friendly  hands  plus  the  part-time 
services  of  Dan  Lufkin.  Lufkin  thinks 
he.  can  help  the  cigar  company  broad- 
en its  base,  both  through  acquisitions 
and  through  expanding  existing  ac- 
quisitions, which  include  Ex-Lax  and 
Helme  Products,  a  distributor  of 
snacks  and  nonsmoking  tobacco 
products.  "I've  got  to  be  active,"  says 
Lufkin,  who  has  no  intention  of  re- 
turning to  Wall  Street  but  has  not 
completely  abandoned  his  political 
ambitions.  "I'm  always  thinking  of 
new  things  to  do,  and  this  will  give 
me  a  vehicle  to  use  for  them."  ■ 


IMewv  Toy 

LiKF.  some  other  wealthy  men  with 
strong  political  views,  Max  Palevsky, 
the  computer-rich  Califomian,  has 
chafed  under  the  new  federal  elec- 
tion law  that  limits  individual  cam- 
paign contributions  to  $1,000.  But 
until  recently  the  nimble-minded  Pa- 
levsky, who  pumped  $320,000  into 
Democrat  George  McGovem's  1972 
Presidential  campaign,  thought  he 
had  found  a  way  to  get  around  the 
new  rules.  He  would  finance  his  own 
completely  independent  campaign  for 
his  1976  candidate,  Jimmy  Carter. 

Alas,  Palevsky's  scheme  hasn't 
panned  out.  The  loophole  was  real, 
but  he  says  the  TV  networks  refused 
his  Carter  commercials  in  the  recent 
California  primary.  "We  had  a  de  jure 
yes  from  the  Supreme  Court,  but  a 
de  facto  no  from  the  networks,"  he 
says.  "Maybe  Nixon  was  right  about 
the  power  those  people  wield." 

Palevsky,  of  course,  is  no  longer  in 
the  computer  game.  In  1969  he  sold 
his  then-profitable  Scientific  Data 
Systems  to  Xerox,  which  last  year, 
amid  a  swelling  tide  of  red  ink,  was 
forced  to  sell  it  off  at  an  $84-million 
loss.  "Xerox  had  grown  too  bureau- 
cratic to  take  on  International  Busi- 
ness Machines  the  way  we  had,"  he 


84 


says,  taking  a  nip  at  the  hand  that 
fed  him.  "Its  management  didn't  know 
how  to  run  lean  and  cut  the  comers 
that  must  be  cut  when  you  are  a  lit- 
tle guy  facing  a  giant." 

Moviemaker  Palevsky 


H 


But  at  age  51,  with  a  slimmed- 
down  girth,  a  fresh  head  of  dark  hair 
and  a  third  wife,  this  ex-teacher  of 
symbolic  logic  has  a  lot  more  than 
liberal  political  causes  to  absorb  his 
energies  and  the  $100-million  for- 
tune in  Xerox  stock  he  got  in  1969. 
Moviemaking  is  his  chief  preoccupa- 
tion these  days.  He  has  formed  a 
partnership  with  Peter  Bart,  former 
production  head  at  Paramount,  and 
the  two  have  their  first  films  ready  for 
release  later  this  year.  One  is  Islands 
in  the  Stream,  based  on  the  posthu- 
mous Ernest  Hemingway  novel  and 
starring  George  C.  Scott;  the  other 
is  Dick  and  Jane,  a  comedy  with  Jane  , 
Fonda  and  George  Siegel.  ■ 

Palevsky,  who  bounces  around  his.i 
Westwood  office  in  Los  Angeles  in 
an  open-neck  shirt,  white  pants  and 
canvas  shoes,  seems  more  interested 
in  "having  a  lot  of  fun"  in  the  movie 
business  than  in  making  a  lot  of  mon- 
ey. "As  Xerox'  largest  stockholder,  I 
am  not  exactly  worried  about  my  next 
meal,"  he  says,  even  though  the  drop 
ill  Xerox  stock  has  halved  the  1969 
value  of  his  shares.  Nor  is  he  inter- 
ested in  building  a  major  fihu-mak- 
ing  orgaiu/.ation.  He  says  he  prefers 
to  assemble  the  facilities  and  people 
he  needs  on  a  film-to-film  basis. 

Lights!  Cameras!  Action!  ■ 
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From  the  mountains  to  the  prairies 


America.  Two  hundred  years  old  and  still 
j^^L  waiting  for  some  of  its  people  to 
i^^^k  claim  their  share  of  it.  For  themselves 
iflik^^^  and  for  the  future  of  their  families. 
Imagine  having  lived  in  the  most  beautiful 
country  in  the  world  and  never  having  known 
what  it  means  to  have  a  part  of  it  for  your  own. 
What  more  perfect  way  to  stake  your  claim 
than  by  purchasing  five  glorious  acres  of  south- 
ern Colorado  for  yourself  and  those  you  love. 
At  Sangre  de  Cristo  Ranches  you  can  still  own 
a  sizable  piece  of  your  native  land  at  a  very 
modest  cost  and  on  easy  credit  terms.  This  is 
scenic  land  in  one  of  the  fastest  growing  states 
in  America.  A  piece  of  the  romantic  old  south- 
west that  remains  unspoiled. 

Sangre  de  Cristo  Ranches  is  a  subsidiary  of 
Forbes  Inc.,  publishers  of  the  highly  reputable 
business  and  financial  publication,  Forbes  Maga- 
zine. The  land  being  offered  for  sale  to  you  is  a 
part  of  the  huge  168,000  acre  Forbes  Trinchera 
Ranch,  one  of  the  oldest  of  the  remaining  big 
ranches  in  America.  A  sportsmen's  paradise  in 
all  seasons  for  hunting,  fishing,  riding,  hiking 
and  boating.  With  some  of  the  finest  skiing  in 
^the  country  within  a  75-mile  drive,  the  ranch 
ranks  among  the  world's  best  known  preserves 
for  deer,  elk,  game  birds  and  other  wildlife. 

The  majestic  mountain  views  of  Trinchera 
Peak  and  Mount  Blanca  [higher  than  Pikes  Peak) 
stand  as  silent  sentinels  protecting  the  rolling 

Obtain  the  HUD  Property  Report  from  developer 
and  read  it  before  signing  anything.  HUD  neither 
approves  the  merits  of  the  offering  nor  the  value, 
if  any,  of  the  property. 


foothills  and  valley  that  make  up  our  Sangre  de 
Cristo  Ranches. 

The  land  lies  about  200  miles  southwest  of 
Denver,  just  east  of  U.S.  Route  160  .  .  .  the 
Navajo  Trail.  Its  town  is  historic  Fort  Garland, 
the  last  command  of  Kit  Carson. 

For  as  little  as  $3,500  to  $5,000  total  cash  price, 
you  can  purchase  your  own  five-acre  Sangre  de 
Cristo  Ranch.  Payments  are  as  low  as  $35 
monthly,  with  typical  financing  arrangements 
shown  below.  Important  money-back  and  ex- 
change privileges  backed  by  Forbes  Magazine's 
distinguished  reputation  have  contributed  much 
to  the  great  success  of  this  unusual  land  offering. 

For  complete  details  on  this  wonderful  op- 
portunity, without  obligation,  please  fill  in  and 
mail  coupon  provided  to:  Sangre  de  Cristo 
Ranches,  Box  303,  Fort  Garland,  Colorado  81133. 


TYPICAL  FINANCING  ARRANGEMENTS 

Cash 
Price 

Down                                           Monthly      Deferred 
Paynnent    Interest     Months     Payment     Payment  Price 

$3,500 

$35             6%             137             $35              $4,829.38 

$5,000 

$50             6%             137             $50              $6,899.01 

Nol  an  offer  or  solicitation  in  those  states  where  the  propert; 
IS  not  registered. 


SANGRE  DE  CRISTO 

SUBSIDIARY  OF  FORBES  MAGAZINE 

Box  303,  Fort  Garland,  Colorado  81133 


Name 


^ 


s!n^^#$9K 


Address 

City 
Telephone 

State 

Zip 

Preference:     D  $3500     D  $5000 

Filing  of  this  offering  with  the  Secretary  Of  State  does  not  constitute  ap- 
proval. For  information  write  Secretary  Of  State,  270  Broadway,  New  York 
10007. 
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Here  is  awaytokaaw 

as  mudi  about 

inteniaticHial  finance 

as  a  Swiss  Bankei: 


Iklktoone. 


If  you  have  a  need  for  international 
banking  services,  just  call  the  Swiss  Bank 
Corporation  here  in  the  United  States.  You 
will  be  put  in  contact  with  an  expert  in 
your  area  of  concern.  His  advice  and  infor- 
mation is  backed  by  a  worldwide  network 
of  experienced  Swiss  bankers. 

So  pick  up  the  phone  and  give  us  a 
call.  When  it  comes  to  matters  of  inter- 
national finance... even  other  banks  do. 


SWISS  BANK 
CORPORATION 

The  oldest  and  largest  Swiss  bank 
187^  in  the  United  States. 

New  York  Branch  (212)  791-2777,  Chicago  Branch  (312)  346-0350,  San  FVancisco  Branch  (415)  434-2(>40, 

Los  Angeles  Representative  Office  (213)  489-5900. 


■i_ai^i 


. 


Forbes 


Money  And  Investments 


The  Economy 


How  do  you  foreclose  on  Zaire?  South  Korea?  Peru? 
How  do  you  haul  a  sovereign  nation  into  court  for 
nonpayment  of  debt?  Don't  laugh.  Eighteen  major  non- 
oil-producing,  lesser  developed  countries  are  in  hock  to 
big  U.S.  banks  to  the  tune  of  $21  billion— that's  about 
10%  of  these  banks'  loans.  Last  year  alone  the  poor  coun- 
tries borrowed  some  $14  billion  to  $15  billion  in  the  U.S. 
and  Europe.  The  great  bulk  of  this  money  came  from 
U.S.  banks.  William  B.  Dale,  deputy  managing  director 
of  the  International  Monetary  Fund,  predicts  that  the 
poorer  countries  will  borrow  heavily  again  this  year  from 
the  banks,  although  considerably  less  than  in  1975. 

These  relatively  poor  nations  are  to  international  bank- 
ing what  the  real  estate  investment  trusts  are  to  domestic 
banking.  In  plain  language,  a  potential  disaster. 

Garnering  petrodollars  from  oil  producers,  banks  re- 
loaned  them  to  the  poorer  countries  to  pay  their  oil  bills. 
In  a  sense,  the  Arabs  were  lending  the  poor  countries 
their  own  money  back,  but  the  banks  were  the  inter- 
mediaries—and it  is  the  intermediaries  that  get  stuck. 

Make  no  mistake  about  it.  This  was  good  banking  busi- 
ness. Banks  tapped  oceans  of  petrodollars  at  relatively 
low  interest  cost,  and  reloaned  them  at  high  interest 
rates  and  high  placement  fees.  But  standards  were  lax. 
And  there  was  virtually  no  supervision  by  the  Federal 
Reserve  or  other  central  bank  over  loans  made  outside  of 
this  country  with  money  taken  in  outside  of  this  country. 
What  banker  could  resist?  Last  year,  J.  P.  Morgan  earned 
$115  million  from  foreign  operations,  against  only  $77 
million  domestically.  The  international  banking  operations 
of  BankAmerica  Corp.  had  an  operating  profit  of  $68 
million,  vs.  $234  million  domestically.  Of  course,  these 
are  exceptional  cases  from  banks  with  a  long  history  of  do- 
ing business  offshore.  But  they  reflect  the  big  potential. 


The  question  is  whether  these  are  solid  earnings  or  an 
expensive  ego  trip  into  international  finance. 

There  are  REITs  and  REITs.  And  there  are  LDCs  aifd 
LDCs  (less  developed  countries).  On  the  one  hand,  you 
have  Brazil  and  Mexico,  modern  nations,  thriving  econo- 
mies, stable  governments.  On  the  other  hand  you  have 
Zaire,  Argentina  and  South  Korea,  all  in  deep  economic 
and  political  trouble. 

Unfortunately,  even  the  loans  to  the  Mexicos  and  Brazils 
are  a  bit  shaky  because  of  their  sheer  size.  Mexico  alone 
is  into  the  21  largest  U.S.  banks  to  the  tune  of  $5.8  bil- 
lion, Brazil  for  $5.5  billion. 

Just  to  meet  their  one-year  maturities  on  this  largely 
short-term  debt,  the  developing  countries  will  have  to 
produce  over  $12.5  billion  in  principal  alone— to  say  noth- 
ing of  interest.  There's  no  way  they  can  pay;  these  coun- 
tries are  running  a  combined  $30-billion  balance-of-pay- 
ments  deficit,  chiefly  due  to  ofl. 

What  do  the  banks  do?  Roll  over  and  smile?  That 
would  involve,  to  say  the  least,  questionable  bookkeeping. 

The  bankers  got  into  this  position  because  they  were 
a  bit  greedy.  But  through  their  greed,  they  did  serve  an 
important  international  need.  Don't  be  surprised,  there- 
fore, when  the  banks  ask  to  be  bailed  out. 

With  typical  British  understatement,  Leslie  A.  Dicks- 
Mireaux  of  the  Bank  of  England  states:  "The  considerable 
indebtedness  of  these  countries  entails  a  servicing  burden 
which  is  worryingly  large."  Dicks-Mireaux  suggests  what 
is  probably  the  only  way  out:  letting  international  or- 
ganizations, such  as  the  World  Bank  and  the  International 
Monetary  Fund,  and  governments  pick  up  some  of  the 
loans  as  they  fall  due.  Such  a  solution  would  require  a 
rare  degree  of  international  cooperation  (and  taxpayer 
forbearance).  But,  consider  the  alternatives!  ■ 


Period  of  Efonomit  Recession  ,is  Defined  h\  (lie  N.iiion.il  Bu'e,iu  oi  \i  nnomic  Research 
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THE  FORBES  INDEX 


THE  NYSE 
COMMON 
STOCK 
INDEX 


./^ 


MAR.  ■ 
1966  1967  1968  1969  1970 


Composed  of  tt^ 
PRODUCTION 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 
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CONSUMPTION 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


INCOME 

*  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements)  ■ ;"  ' 

•  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Do  You  Sleep  Well? 


By  Ben  Weberman 


I  iming  is  important  for  the  bond 
investor  because  bond  prices  do  fluc- 
tuate, especially  these  days,  but  bonds 
don't  fluctuate  the  way  stocks  do: 
With  bonds  you  sleep  better  than 
with  stocks.  You  do  pay  something  of 
a  premium  for  sleeping  well— bonds 
may  not  yield  as  much  as  stocks  over 
long  periods.  But  the  premium  for 
sleeping  well  isn't  as  high  as  many 
people  think. 

This  fact  emerges  clearly  from  the 
reports  currently  being  distributed  by 
some  of  the  big  banks'  trust  depart- 
ments. They  show  that  over  fairly 
long  periods  of  time,  stock  yields- 
dividends  and  capital  gains— are  on- 
ly modestly  higher  than  bond  yields. 
And  there  are  many  periods,  includ- 
ing fairly  long  ones,  when  bonds  ac- 
tually pay  much  better. 

Let's  take  Citibank,  which  manages 
nearly  $22  billion  in  trust  assets.  Citi- 
bank's commingled  bond  fund  showed 
a  41.5%  gain  between  the  start  of 
1971  and  the  end  of  1975,  counting 
both  interest  and  capital  gains.  Over 
the  same  five-year  period.  Citibank's 
commingled  equity  fund  grew  only 
10.3%,  both  dividends  and  capital 
gains  included. 

Who's  Ahead? 

Of  course,  those  were  five  poor 
years  for  the  stock  market,  whereas 
bond  yields  were  high.  Okay,  so  let's 
look  at  the  preceding  five  years,  1966 
through  1970.  During  this  period,  the 
equity  funds  did  a  bit  better  than 
the  bond  funds:  equities  up  13.6%, 
bonds  up  only  12.2%. 


That  simply  tells  us  that  there  are 
times  when  bonds  are  better  invest- 
ments and  times  when  stocks  are. 

We  see  a  similar  pattern  in  figures 
from  Morgan  Guaranty's  trust  depart- 
ment. In  the  five  years  1971-75,  Mor- 
gan's bond  fxmd  returned  an  annual 
rate  average  of  8.7%— very  nice.  Its 
equity  fund  did  only  2.2%— very  poor. 
In  the  preceding  period,  1966-70, 
Morgan  stock  funds  did  somewhat 
better:  5%  on  average  vs.  2.4%.  Go- 
ing way  back  to  1957— almost  to  the 
beginning  of  the  great  bull  market- 
through  1975,  Morgan  shows  a  4.8% 
annual  return  for  bonds;  7.9%  for 
stocks.  But  remember  this:  The  18- 
year  period  covers  a  major  bidl  mar- 
ket in  stocks  and  a  simultaneous  ma- 
jor bear  market  in  bonds;  it  was  an 
unusual  conjunction. 

If  it  is  relative  stability  you  are  in- 
terested in,  the  advantage  lies  almost 
entirely  with  bonds.  Here  are  figures 
for  Morgan's  commingled  funds  on  a 
year-by-year  basis  back  to  1966: 


Bonds 


Stock 


1966 

-3.3% 

-6.9% 

1967 

0.0 

26.2 

1968 

2.8 

6.0 

1969 

-5.7 

-0.2 

1970 

12.1 

0.1 

1971 

16.7 

18.5 

1972 

11.6 

25.8 

1973 

3.7 

-20.8 

1974 

-0.8 

-28.7 

1975 

13.3 

32.2 

Even  in  the  worst  years,  Morgan's 
bonds  never  showed  a  negative  re- 
turn of  more  than  5.7%— you  never 
lost  more  than  that  percentage  of 
your  capital.  But  with  equities  the 
losses  ran  as  high  as  29%,  and  inves- 
tors who  for  one  reason  or  another 
had  to  pull  their  money  out  in  those 
way-down  years  would  have  been 
badly  hurt.  An  investor  unlucky 
enough  to  put  money  into  one  of 
these  equity  funds  early  in  1973 
would  have  lost  44%  of  his  capital  by 
the  end  of  1974.  Even  the  big  1975 
rally  didn't  bring  Morgan's  unfortu- 
nate 1973  equity  investor  out  even, 
while  Morgan's  bond  investor  ended 


those  three  years  with  a  16.2%  gain. 

No  doubt  stocks  are  better  buys 
than  bonds— at  the  bottom  of  bear 
markets  or  at  the  beginning  of  bull 
markets,  if  you  can  pick  such  spots. 
But  most  of  the  rest  of  the  time  stocks 
carry  considerably  more  risks  than 
bonds  do,  and  they  do  not  have  a 
substantially  higher  total  yield.  Re- 
member this:  Money  compounded  at 
8/2%  doubles  in  83i  years.  With  stocks 
currently  yielding  about  3%  from  divi- 
dends, the  stock  market  would  have 
to  appreciate  at  an  annual  compound- 
ed rate  of  5.5%  to  match  bond  yields. 
Will  it?  Maybe,  but  it  hasn't  done 
that  well  over  the  past  ten  years. 

I'm  not  arguing  against  investing  in 
stocks.  What  I'm  saying  is  that  it  is 
foolish  for  an  investor  to  ignore  bonds 
and  buy  only  or  mostly  stocks— es- 
pecially an  institutional  investor  who 
does  not  have  to  consider  taxes. 

Buy  On  Weakness 

At  this  point  stocks  might  be  a 
good  buy.  They  are  substantially 
down  from  their  1976  highs  and  sell 
at  reasonable  price/ earnings  ratios. 
On  the  other  hand,  the  market  isn't 
the  bargain  at  940  on  the  Dow  that 
it  was  in  the  600s  and  700s.  Bonds, 
by  contrast,  are  still  selling  at  his- 
torically high  yields  and  are  an  ob- 
viously good  buy  on  market  weak- 
ness. For  example,  you  can  buy 
Southern  Bell  Telephone  Aaa-rated 
8)4%  debentures  due  in  2016  at  a 
present  yield  of  8.75%.  You  can  buy  • 
ten-year  Treasury  bonds  yielding  8% 
and  long-term  Treasury  bonds  yield- 
ing 8.15%. 

The  current  weakness  in  the  bond 
market  has  been  considerably  over- 
done because  dealers  and  investors 
overreacted  to  the  Federal  Reserve's 
decision  to  tighten  credit  a  bit.  I  re- 
main convinced  that  long-term  l>ond 
yields  are  headed  downward.  If  I 
were  a  businessman  needing  long- 
term  financing,  I  would  wait  until 
later  in  the  year.  But  if  I  were  a  long- 
term  investor,  I  would  be  buying 
bonds  now.   ■ 
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Frank  R  Hall 
is  a  tightwad. 


With  your  money. 

When  we  act  as  your  business 
insurance  brokers,  we  help  with 
more  than  the  selection  of  the 
right  insurance  companies. 

Recently,  for  example,  we 
helped  a  company  add  more  than 
$2  million  to  its  cash  flow.  At  the 
same  time,  we  made  significant 
reductions  in  their  insurance  rates 
that  created  savings  in  excess  of 
$1  million.  All  without  curtailing 
their  basic  coverage. 

Today,  more  tharrever,  you 
have  to  bring  fresh,  flexible, 
innovative  thinking  to  corporate 
risk  management.  Be  it  cash  flow. 
Financial  risk  management  plans. 
Loss  control.  New  funding 
concepts.  Self  insurance.  Or  the 
world  market  for  insurance 
placements. 

We've  become  one  of  the 
world's  leading  insurance 
organizations  by  our  unique 
ability  to  help  companies  find 
better  ways  to  meet  their  financial 
responsibilities. 


Whether  your  business  is 
local,  national,  or  multinational, 
maybe  we  can  improve  your 
bottom  line,  too. 

Offices  in  60  major  cities  here 
and  abroad. 

For  further  information  call  or 
write  Richard  A.  Archer,  Qiairman, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Road, 
Briarcliff  Manor,  N.Y.  10510 
(914)769-9200. 


When  you  need  a  better  solution. 


Money  And  Investments 


Unhappy  Days 

The  crowds  were  as  big  at  the  In- 
vestment Company  Institute's  1976 
annual  meeting  as  they  were  in  the 
glory  days  of  mutual  funds,  but  the 
mood  was  different,  far  different.  At 
the  Washington  session  last  month, 
bickering  and  self-doubt  replaced  the 
old  self-congratulation.  And  some 
frustration:  Fund  redemptions  are  at 
an  alltime  high,  and  sales  of  conven- 
tional (that  is,  nonmoney  market) 
funds  are  lagging  again  this  year. 

The  broker-dealers  at  the  meeting 
were  miffed  by  a  film  the  ICI  had 
prepared.  They  felt  that  the  film  laud- 


The  Funds 


ed  mutual  funds,  but  at  the  expense 
of  other  forms  of  investment,  includ- 
ing some  that  broker-dealers  sell.  At 
least  one  broker-dealer  did  not  want 
his  salesmen  to  use  the  film. 

It  didn't  make  fundmen  any  more 
cheerful  to  know  that  a  court  •  had 
thrown  out  an  ICI  suit  trying  to  pre- 
vent banks  from  sponsoring  their  own 
investment  companies. 

Old-time  fundmen  complained  that 
the  public  was  wrong,  as  usual:  re- 
deeming fund  shares  when  they 
should  be  buying  them.  But  the  more 
realistic  among  them  agreed  that  a 
sales  oiganization  must  sell  what  peo- 
ple   want,    not    what    the    salesman 


wants  them  to  want;  the  reahsts 
thanked  iheir  stars  for  the  money 
market  funds  that  are  keeping  many 
of  them  alive  these  days. 

To  an  industry  that  badly  needs 
kind  words,  Roderick  Hills,  chairman 
of  the  Securities  &  Exchange  Com- 
mission since  October,  provided  them. 

"I  could,"  Hills  told  the  assembled 
fundmen,  "easily  be  persuaded  that  a 
perfectly  good  advertising  rule  would 
be  one  that  does  no  more  than  pro- 
hibit fraud.  .  . ."  To  an  industry  long 
hemmed  in  by  advertising  restrictions, 
these  were  welcome  words.  Dur- 
ing that  session,  at  least,  the  fund- 
men  enjoyed  their  lunch. 


Big  Fund— Big  Performance 


"The  people  who  have  been  wor- 
ried about  tight  money  have  been  on 
the  wrong  track,"  declares  Robert 
Driscoll,  referring  to  the  simultaneous 
price  weakness  both  in  stocks  and 
bonds  after  the  Federal  Reserve  be- 
gan tightening  money  in  late  spring. 
DriscoU,  64,  is  president  of  Affiliated 
Fund  (assets:  $1.6  billion;  managed 
by  Lord,  Abbett  &  Co. ) . 

"What  we're  seeing  is  a  sideways 
correction,"  says  Driscoll.  "The  mar- 
ket will  be  pretty  good  through  sum- 
mer and  maybe  longer  into  the  fall. 
We  may  have  some  readjustments  in 
1977,"  but  that  doesn't  really  worry 
him.  "The  fact  is  that  long-term  infla- 
tion is  slowing  down;  the  trend  of  in- 
terest rates  is  down,"  and  that  bodes 
well  for  stocks  as  well  as  bonds. 

Why  hsten  to  Driscoll?  Because  Af- 
filiated Fund  right  now  has  the  best 
performance  among  large  fimds  in 
the  industry.  So  far  this  year,  it  has 
appreciated  20%,  vs.  14.4%  for  the 
Dow  Jones  industrials.  Its  longer 
term  record  is  also  excellent,  proving 
that  bigness  and  good  performance 
can  go  together.  Between  1971-75, 
as  rough  a  period  as  any  for  the  in- 
vestor, it  appreciated  34.5%,  vs.  16.2% 
for  the  SfidP's  500  and  5%  for  the  av- 
erage mutual  fund.  AflBliated  achieved 
this,  too,  by  sticking  almost  entirely 
with  stocks. 

Affiliated  was  one  of  the  first  to 
shift  away  from  the  old,  overpriced 
"growth"  stocks  into  basic  industry 
stocks— steels,  chemicals,  papers,  oils. 
Not  only  have  these  "smokestack 
stocks"  as  a  whole  done  well  since 
1972,  but  Driscoll  expects  them  to 
be  the  true  "growth"  stocks  for  sev- 
eral years  to  come. 
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"A  basic  shift  in  emphasis  has  tak- 
en place,"  says  Driscoll,  whose  40 
years  on  Wall  Street  have  given  him 
a  truly  long  view.  "A  shift  toward 
basic  industries.  For  ten  years  after 
World  War  II,  we  were  building  up 
our  capital  goods  capacity,  which 
had  been  run  down  during  the  war 
and  Depression.  In  the  late  1950s  we 
started  an  era  of  emphasis  on  con- 
sumer goods  and  services.  Now  we're 
going  back  to  the  basics  to  make  good 
the  need  for  more  capacity.  We  have 
to  build  up  our  plant  and  equipment. 
A  sign  of  this  is  that  just  the  other  day 
Ford  talked  of  the  need  to  rebuild 
our  Navy.  Increased  defense  spend- 
ing is  an  example  of  this." 

You  can  hear  this  kind  of  talk  from 
others  on  Wall  Street,  but  Driscoll 
and  AfiBliated  saw  it  early  and  put 
their  money  where  their  mouth  was. 

Driscoll  of  Affiliated  Fund 


Way  back  in  1970  AflBhated  dumped 
most  of  its  handful  of  growth  and 
consumer  stocks  such  as  Avon  and 
IBM  and  concentrated  almost  entire- 
ly on  the  basics  (or  "cycUcals"  as  they 
were  called  then).  The  growth  stocks 
had  a  final  fling  in  the  early  Seventies 
and  then  collapsed.  "In  1970-72  we 
underperformed  the  market,"  recalls 
Driscoll,  "and  since  then  we  have  out- 
performed it." 

Driscoll  thinks  interest  rates  will 
follow  inflation  down.  "Look  at  any 
chartbook  of  interest  rates  and  you'll 
see  there  is  a  secular  trend,"  says 
Driscoll.  "From  1921  to  1946  the 
trend  was  down,  with  rates  reaching 
their  lows  right  after  the  war.  From 
1946  to  1974  the  trend  was  up.  I 
think  it  has  turned  down  again." 

And  why  is  that?  "Because  cor- 
porate management  has  begun  to 
worry  about  the  liquidity  of  their 
balance  sheets  and  to  do  something 
about  it,"  responds  Driscoll.  "What 
they're  doing  is  retaining  earnings  to 
build  up  their  cash  positions,  selling 
equity,  paying  down  bank  loans.  The 
public  is  in  the  same  mood." 

Driscoll  believes  strongly  that  this 
mood  is  not  ephemeral.  "You  have  a 
country  that  is  now  recognizing  ex- 
cesses, a  Congress  that  is  willing  to 
put  some  sort  of  ceiling  on  spending, 
an  Arthur  Bums  who  is  keeping  a 
close  watch  on  inflation.  All  these 
things  have  a  chance  to  have  an  im- 
pact. We're  seeing  a  balancing-out 
process;  new  capacity  in  industries 
can  reduce  the  cost  of  production  and 
moderate  price  increases." 

In  recent  months  Affiliated  has  been 
buying  "interest-sensitive"  securities. 
It  now  has  large  holdings  in  Citicorp, 
Continental  Illinois  and  consumer 
lender  Household  Finance    ("they've 
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You  should  knoWp^ 
your  cholesterol  level 
as  well  as  you  know 
the  Dow  Jones. 


Good  health  is  your  greatest  asset.  So  make  a  wise  investment.  See  your 
doctor  for  semiannual  checkups.  And  know  your  serum  cholesterol  level. 

Doctors  have  identified  serum  cholesterol  as  one  of  several  major 
risk  factors  in  coronary  heart  disease,  which  claims  600,000  lives  each 
year.  Nobody  wants  to  be  a  statistic.  So  here  are  two  options  to  pick  up  in 
order  to  lower  cholesterol  intake. 

One.  Trade  eggs  for  Fleischmann's  Egg  Beaters?  Eggs  are  the  number 
one  source  of  dietary  cholesterol.  The  average  egg  has  240  milligrams  of 
cholesterol.  Fleischmann's  fresh-frozen  Egg  Beaters  have  no  cholesterol. 
They  do  have  the  good  flavor  and  nutrition  of  eggs— in  salads, 
omelets  or  alone. 

Two.  Switch  to  light,  delicious  Fleischmann's'  Margarine.  Made  from 
100%  corn  oil,  it's  cholesterol  free.  High  in  polyunsaturates  and  low  in 
saturated  fat. 

Both  products  are  shown  to  help 
lower  serum  cholesterol  in  a  total 
dietary  program. 

The  bottom  line.  A  better  diet 
with  Egg  Beaters  and  Fleischmann's 
Margarine.  Both  make  sensible 
eating  delicious. 


Fine  Products  of  &tan€l€i^ ^Uinth 

Dining  out?  Ask  for  Egg  Beaters  and  Fleischmann's  Margarine  at  your  favorite  restaurant. 


THE 


EURQSTYLE 

VjSTUDY 


A  system  to  analyse  markets  and  the 
national  and  international  media  that 
reach  them. 

The  Eurostyle  Study  is  a  study  of  an 
important  group  of  consumers.  It  explores 
the  buying  habits  of  airline  users  who  are 
purchasers  of  consumer  goods  and  busi- 
ness services... a  study  that  represents  a 
new  approach  to  Pan-European 
research.  .  .that  transcends  national 
boundaries... a  study  that  pinpoints  your 
prime  consumers. 

This  study  successfully  segregates  purchasers 
by  the  amounts  they  purchase  while  sug- 
gesting how  and  where  your  advertising  can 
reach  them.  (The  survey  was  conducted  with 
over  16,000  completed  questionnaires  on  some 
700  airline  flights.) 

These  travellers  represent  a  market  that 
has  long  escaped  definition  by  advertisers  and 


their  agencies  because  it  has  been  so  difficult 
to  isolate. 

But  now  a  universe  of  almost  four  million 
top-level  people  is  disclosed  and  defined— a 
universe  of  men  and  women  with  high  buying 
power  and  business  authority.  Another  vital 
aspect  of  the  study  is  that  it  provides  the 
framework  for  continuous  marketing  research. 
More  than  8,000  respondents  have  agreed  to 
participate  in  the  Eurostyle  Panel  — a  sample 
for  future  research  which  will  provide  even 
more  specific  marketing  information  on  any 
given  category  and  also  include  a  facility  for 
monitoring  attitudes. 

How  do  you  reach  these  prime  prospects? 
The  Eurostyle  Study  Report— the  Key  to  the 
System  — will  introduce  you  to  the  comput- 
erised analysis  capability  that  can  assist  in 
planning  your  marketing  strategy. 

For  your  copy,  or  copies,  or  the  Key  to  tlie 
System,  just  get  in  touch  witli  the  local  office  ot 
any  of  the  sponsoring  publications. 


Afr,   ^   5^  *>••■< '■*;7.r'r-^ 
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Sponsored  by  TIME,   The  Economist,  International  Herald  Tribune  and  Newsweek  International   in  co-operation  witli:   Alilalii 
Austrian   Airlines,  British   Airways,  British  Caledonia,  Iberia,   Lufthansa,   Luxair,   Sabena,   SAS,  TAP,  Thai   International,  V\\ 
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their  nonfinancial  businesses  un- 
50od  control  now" ) . 
filiated  has  also  been  fattening 
Iready  large  position  in  electric 
ies.  It  added  Consumers  Power 
le  portfolio  and  has  beefed  up 
ions   in   Virginia   Electric   Power 

Public  Service  of  Colorado, 
n:  With  inflation  slowing  down, 
queeze  on  the  utilities  eases, 
le  largest  piece  of  Affiliated,  over 
of  assets,  is  in  oil  and  oil  service 
)anies,  and  the  fund  has  been 
ig  new  money  here  as  well.  "The 
lave  not  helped  our  performance 
e  last  couple  of  years,"  says  Dris- 
"but  they  are  now  [the  oils  have 

relatively  well  in  recent  weeks], 
we  expect  the  trend  to  continue." 
ated  holds  Exxon,  Gulf,  Texaco, 
Standard  of  California  among  the 
1   sisters,   and   Continental,   Ash- 

and  Union  Oil  among  domestics, 
s   this   business   recovery  devel- 

DriscoU  predicts,  "we  will  have 
Bcient  electric  power.  That's  the 

of  circumstance  that  will  force 
Government  to  face  up  to  the 
gy  problem." 

But  Profitable 

vo  other  industries  Afiiliated  has 

investments  in  are  steels  and 
licals.  "The  shift  to  more  capital 
ding,"  says  Affiliated's  senior  in- 
fient   analyst   William   J.   Roche, 

certainly  benefit  the  steel  com- 
;s."  Among  the  fund's  holdings 
U.S.  Steel,  Bethlehem,  National, 
iblic  and  Armco.  Roche  rebuts 
arguments  of  steel  pessimists. 
OS  getting  lighter?  That's  not  a 
ter.  The  auto  industry  is  com- 
g  more  effectively  with  imports, 
h,  of  course,  have  never  been  a 
imer  for  our  steel.  As  cars  get 
3r,  people  can  get  more  economy 

intermediates    and    they'll    buy 

more.  The  market  as  a  whole 
^row. 

le  growing  Emphasis  on  capital 
ding  will  especially  benefit  U.S. 

and  Bethlehem;  but  partly  as  a 
t  of  price  increases,  the  more 
imer-durable-oriented    producers 

as  National  and  Republic  will 
benefit. 

ist  year,  the  industry  shipped 
80  million  tons.  This  year  AflBl- 

is  looking  for  95  million  to  97 
)n  and  next  year,  105  million  to 
million,  which  is  almost  full  ca- 
y.  After  that,  consumption  and 
nents  should  grow  2.5%  annually. 


Contact  your  broker  now! 

Never  before  has  your  broker 
been  able  to  offer  you  .. . 

TAX-FREE  INCOME  «■■ 
COMPOUNDED  MONTHLY 

Now  It's  possible  through  the 

Kemper  Municipal 
Bond  Fund^  Ltd. 

(A  Limited  Partnership) 


The  Fund  features: 

• 

Tax-free  income  which 

can  be  compounded 

through  a  monthly 

reinvestment  option 

or  received  in  cash. 


A  fully  managed 
municipal  bond 
portfolio  that  can 
adapt  to 
market  change. 


A  municipal  portfolio  of 
diversified  issues  rated  "A" 
or  higher  by  Moody's 
Investors  Service,  Inc.  or 
Standard  &  Poor's  Corp. 


An  open-end,  diversified  management  investment  company  seeking  as  high  a 
level  of  current  interest  income,  exempt  from  Federal  income  taxes,  as  is 
consistent  u'ith  preservation  of  capital. 


For  immediate  information  contact  your  broker  for  a  free 
booklet  and  prospectus  or  return  this  coupon. 

SUPERVISED  INVESTORS  SERVICES,  INC. 

a  Kemper  Corporation  subsidiary 

Investment  Manager  and  Principal  Underwriter 

1^0  S.  LaSalle  St.,  Chicago,  IL  60603 
CALL  TOLL-FREE  (800)  621-1048 


F1 


coRPORaTion 


Name 


Address 

City 

State  


Zip 


For  more  complete 
information  including 
charges  and  expenses, 
obtain  a  prospectus. 
Read  it  carefully  before 
you  investor  send 
money. 


Peifomia 

death-'defying 

act. 

Exercise  regalarijiL 

Give  Heart  Fund 

American  Heart  Association^ 


IF  YOU  OWN 

SeOTeH  WHISKY 

AND  WANT  TO  SELL 
WE  ARE  BUYERS  •  FREE  APPRAISAL 
For  your  Free  Appraisal  WRITE  giving 
quantity,  age,  type,  distillery  and  name. 
You  will  receive  a  prompt  written  reply. 

M.  NEWBALL.  Dept.  F66, 
NEWMAR  TRADING  CORP. 
342  Madison  Avenue,  NY.  10017 
212/682-3383 
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A  surprise  on  tap  that's  worth  millions. 


If  you've  ever  drawn  yourself  a  cold 
drink  with  a  foamy  "head"—  and  the  tap 
was  the  cold-water  faucet  of  your  own 
kitchen  sink  — you  know  why  Congress 
passed  the  Clean  Water  act.  It  author- 
ized $18  billion  for  municipal  water 
treatment.  That  was  back  in  1972,  when 
a  farsighted  company  named  Envirotech 
was  ready  with  a  new,  industrial  cate- 
gory called  "the  anti-pollution  business." 
They  looked  forward  to  cleaning  up.  In 
more  ways  than  one. 

By  1974,  however,  low-profit  mar- 
gins and  high-cost  escalation  were  begin- 
ning to  sink  their  stocks  out  of  sight.  But 


they  got  their  heads  above  water  again. 
How  they  did  it,  through  diversification, 
and  how  President-Ford's  release  of  a 
still-uncommitted  $9  billion  for  waste- 
water treatment  helped  put  them  on 
stream,  are  covered  in  a  recent  Forbes 
article  called  "Up  and  Down  with 
Envirotech." 

It's  the  kind  of  lively,  informative 
reading  that  explains  why  Forbes'  top- 
management  audience  keeps  deeply  in- 
volved, issue  after  issue. 

Why  Forbes  last  year  went  ahead  of 
Fortune  in  advertising  pages. 

Why  Forbes  is  the  only  leading  busi- 


ness or  news  magazine  that  was  up  in  at 
vertising  pages  in  1975. 

Why  Forbes,  in  the  first  four  mon 
of  1976  is  up  an  unprecedented  23'a 
advertising  pages  over  the  same  pci 
in  record-breaking  1975. 

And  it's  why  more  of  America's  h 
corporate  executives  read  Forbes  nv 
larly  than  any  other  msyor  busines.^ 
news  magazine.  They  know  that  Foi  I 
has  a  winning  knack  for  delving  in 
even  the  murkiest  subjects. 

And  clearing  things  up. 
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lich,  in  a  highly  leveraged  business 
e  steel,  means  around  a  10%  in- 
;ase  in  profits.  Next  year,  for  in- 
.nce,  Roche  feels  U.S.  Steel  could 
rn  a  record  $13  or  more,  only  six 
aes  the  stock's  current  price. 
Among  chemicals,  major  AflBliated 
Idings  are  Monsanto,  StauflEer, 
lion  Carbide  and  Allied.  "Because 
rising  costs,"  says  Affiliated  chem- 
il  and  drug  analyst  Norman  S.  Hey- 
m,  "companies  are  being  more  selec- 
e,  careful  about  where  they  go." 
;  not  so  easy  anymore  for  anyone 
suddenly  jump  in  on  a  promising 
irket  and  thus  kill  it  with  over- 
pacity.  "This  means  less  risk  on  in- 
stment"— and  better  returns. 

vidend  Source 

Like  steel  prices,  most  chemical 
ices  held  well  in  the  recent  reces- 
n  compared  with  past  down  pe- 
ds.  As  for  rising  prices,  observes 
fyman,  "The  chemical  industry  is 
t  as  politically  sensitive  as  steels." 
:e  industry  has  reasonable  control 
its  pricing,  so  that  they  can  make  a 
)fit  out  of  new  capacity.  "With  cap- 
l  spending  winding  down,"  says 
'yman,  "that  means  more  money  for 
'idends." 

Affiliated  likes  AlUed  because  its 
»rth  Sea  and  Indonesian  oil  plays 
)uld  be  paying  off  in  1977-78,  and 
luffer  and  Monsanto  for  their  strong 
sitions  in  herbicides. 
Chemical  companies  Affiliated  does 
1:  hold  include  Hercules  and  Rohm 
Haas.  "Rohm  &  Haas  has  made 
ijor  managerial  mistakes  in  recent 
irs,"  says  Heyman.  "They  frittered 
ay  their  strengths."  Nor  does  Af- 
ated  own  any  Dow  Chemical.  Ex- 
lins  Heyman,  "Everything  you  hear 
aut  the  excellence  of  Dow  and  its 
inagement  is  true,  but  we  feel  the 
•ck  is  fully  priced,  and  we're  wor- 
d  a  bit  about  the  extent  of  Dow's 
posure  in  Europe." 
Will  the  basic  industries  undergo 
jrtages  a  la  1973-74  and  thus  pre- 
jitate  a  new  round  of  double-digit 
lation?  No,  answers  Driscoll. 
rhen  you  have  a  recovery,  the 
lolesale  price  index  is  likely  to  go 
'  list  because  demand  increases 
I  iccause  some  products  like  cop- 
r  are  being  sold  at  a  loss.  That  is 
f'^r>pning  now  and  I  don't  equate 
,  vith  long-term  inflation.  More- 
M,  unlike  1973-74,  you  don't  have 
the  industrial  covmtries  booming 
taneously."  ■ 
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Value  Line  for  the  next 
twelve  weeks  for^s^ 

only$29 


V 


•  RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not  already 
had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY  during  the 
past  two  years.  See  for  yourself  how  Value  Line's  investment  advisory  ser- 
vice, though  not  "free  of  charge,"  might  help  you  to  maximize  your  invest- 
ment profit  possibilities  and  reduce  your  investment  risk. 

•  REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  12-week  trial  basis  at  half  the  regular  rate 
to  new  trial  subscribers  only  because  we  have  found  that  a  high  percentage 
of  those  who  once  try  Value  Line  for  a  period  of  months  stay  with  it  on  a 
long-term  basis.  The  increase  in  circulation  thus  effected  enables  us  to 
provide  a  service  for  far  less  than  would  have  to  be  charged  to  a  smaller 
number  of  subscribers. 

•  BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page  reports 
on  each  of  the  more  than  1600  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line  Reference  Ser- 
vice, which  alone  sells  for  $35,  will  be  yours  at  no  extra  charge  under  this 
offer. 

•  SUBSCRIPTION: 

For  the  next  12  weeks  you  will  receive  new  reports  at  the  rate  of  about  125 
a  week,  which  will  replace  and  update  those  already  in  your  binder.  (Filing 
takes  only  one  minute  a  week.)  You  will  also  receive  during  the  next  12 
weeks  the  weekly  "Selection  and  Opinion"  section  of  the  VALUE  LINE 
INVESTMENT  SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy 
and  the  stock  market,  advice  on  investment  policy,  in-depth  analyses  of  es- 
pecially recommended  stocks,  the  Value  Line  market  averages,  and  other 
features. 

•  MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it  to  be, 
you  may  return  the  material  we  send  you  within  30  days  for  a  full  and  un- 
questioned refund  of  your  $29. 


^^^ 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St., 
\/  New  York,  N.Y  10017 


D  Begin  my  special  12-week  trial  to  The  Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me  the  Investors  Reference  Service  and  the 
booklet  "Investing  in  Common  Stocks"  as  a  bonus.  My  check  or  mo-^ey  order  for 
$29  is  enclosed.  (Trial  subscriptions  must  be  accompanied  by  payment.) 

D  I  prefer  one  year  (52  weeks)  of  Value  Line,  plus  the  bonus.  Investors  Reference  Ser- 
vice and  the  booklet,  "Investing  in  Common  Stocks"  for  $248.  (There  are  no 
restrictions  with  this  offer.) 
D  Payment  enclosed     D  Bill  me  for  $248 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  for 

a  full  refund  of  the  fee  I  have  paid.  A^,^r^^r- 

4id(j  lb 

SIGNATURE 
NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE         ZIP 

Not  assignable  without  subscriber's  consent.  Foreign  rates  on  request.  Subschption  fees 


^^  are  fully  tax-deductible.  (NY  residents  add  applicable  sales  tax.) 
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Money  And  Investments 


Market  Comment 


Summer  Prospects 


By  Lucien  O.  Hooper 


I  here's  no  law  that  says  the  stock 
market  must  go  up  in  the  summer. 
Historically,  however,  the  odds  strong- 
ly favor  a  rise  in  the  index  of  share 
prices  from  the  lows  recorded  in  June 
to  materially  higher  levels  by  the  mid- 
dle of  August.  In  a  year  when  prices 
have  been  soft  in  the  late  spring, 
these  odds  are  improved. 

As  this  is  written,  prices  are  at  or 
near  the  lower  limits  of  the  long  trad- 
ing range  (or  deadlock)  between  the 
highs  and  lows  of  February-May.  To 
be  candid,  it  does  not  look  as  if  a 
level  of  1100  by  July  Fourth  in  the 
DJI  is  likely  to  be  reached;  and  that 
means  that  my  earlier  projections 
(Forbes,  Apr.  15)  have  been  too  op- 
timistic. I  still  think  there  is  an  even 
chance  of  1100  sometime  this  summer. 

Restraints 

The  upward  trend  in  short-term 
interest  rates  is  a  response  both  to 
the  greater  demand  for  funds  that  a 
business  recovery  has  created  and  to 
planned  anti-inflationary  credit  tight- 
ening by  the  Fed.  The  impact  on 
stocks  and  bonds  has  been  greater 
than  the  impact  on  business  and  earn- 
ings. The  fundamentals  are  still  bull- 
ish, and  the  financial  community  has 
absorbed  the  shock  effect  of  higher 
money,  so  psychologically  that  down- 
pull  is  losing  some  of  its  power. 

Perhaps  political  uncertainties  may 
be  a  market  influence  for  the  next 
month  or  so.  This  will  not  pre- 
vent  the   usual   summer   rise,   but   it 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


may  restrain  its  extent  and  vigor. 
The  disappointing  response  of  the 
auto  shares  to  excellent  1976  earnings 
and  rosy  industry  forecasts  for  1977 
is  probably  explained  to  some  extent 
by  fear  of  a  bruising  autumn  labor 
confrontation.  Dividend  policies  have 
been  surprisingly  stingy,  and  many  in- 
vestors seem  to  have  been  more  im- 
pressed by  the  big  price  rises  in  GM, 
Ford  and  Chrysler  from  their  extreme 
lows  than  by  low  price/ earnings  ra- 
tios. The  1977  models  which  will  ap- 
pear this  fall,  we  are  told,  will  be  im- 
portantly lighter  in  weight  but  not 
smaller.  This  probably  means  more 
aluminum  and  plastics  and  less  steel, 
but  the  quality  of  the  steel  used  will 
make  it  cost  just  as  much.  I  advise 
holding  the  motors,  especially  Ford 
Motor  (54). 

Search  For  Yields 

We  continue  to  hear  complaints 
from  money  managers  that  the  pen- 
sion funds  are  objecting  to  anything 
more  than  nominal  purchases  of  high 
P/E,  low-yielding  glamour  stocks. 
Many  of  the  pension  funds  were 
burned  by  the  glamours  in  1973  and 
1974,  and  need  more  income  as  well 
as  better  price  behavior.  This  is  lead- 
ing to  a  higher  percentage  of  funds 
going  into  bonds  with  good  yields 
and  bread-and-butter  equities,  even 
equities  of  smaller  companies. 

If  you  are  going  after  yield  today, 
you  can  find  it  in  two  places:  elec- 
tric utility  common  stocks,  most  of 
which  return  around  9%;  and  bonds, 
where  around  8.5%  is  possible  in  me- 
dium-maturity, high-grade  issues,  and 
better  than  9%  (even  10%  in  some 
cases)  is  possible  if  you  dip  down  a 
bit  in  quality  and  take  longer  maturi- 
ties. You  can  get  a  good  return,  too, 
in  scattered  other  issues,  such  as 
Texaco  (26),  which  pays  $2,  and  in 
Norfolk  h-  Western  (78),  which  pays 
$5  and  could  pay  a  little  more. 

In  the  highly  speculative  area, 
there  seems  to  be  more  willingness 
to  buy  the  airlines.  Traffic  has  been 
picking  up,  fares  are  up  a  little  and 


there  seems  to  be  hope  (justified  or 
not)  of  slightly  lower  fuel  costs.  Cash 
flow,  of  course,  is  better  than  re- 
ported earnings  because  of  high  de- 
preciation: All  the  airline  equities  are 
heavily  leveraged  because  of  the  large 
debts  from  the  acquisition  of  aircraft. 
Trans  World  (11),  American  Airlines 
(12),  Continental  Air  Lines  (8)  and 
even  Eastern  Air  Lines  (8)  are  rep- 
resentative. Delta  (43)  and  'North- 
west (30)  are  much  better  quality. 
IC  Industries  (19)  looks  interesting 
as  a  businessman's  risk  issue.  This  is 
the  old  Illinois  Central,  the  old  Gulf, 
Mobile  &  Ohio,  plus  the  old  Ameri- 
can Brake  Shoe  (now  Abex),  and 
Pepsi-Cola  General  Bottling,  Dad's 
Root  Beer  and  Midas-International. 
This  company's  transportation  earn- 
ings are  improving,  and  the  Abex  di- 
vision has  an  especially  good  outlook. 
The  company  may  earn  around  $3.65 
a  share  this  year,  vs.  $2.65  in  1975 
when  the  transportation  division  was 
unprofitable.  The  common  pays  $1.30, 
and  the  $3.50  preferred  (39),  which 
is  convertible  into  1%  shares  of  com- 
mon, now  returns  almost  9%. 

Stock  Briefs 

For  the  first  time  in  a  long  while,  I 
would  like  to  say  a  good  word  about 
Xerox  (53),  down  from  a  high  of 
68/8  this  year  and  a  peak  of  17 IX 
back  in  1972.  The  management  seems 
to  have  things  in  much  better  con- 
trol, and  the  earnings  outlook  has  im- 
proved. .  .  .  Still  one  of  my  favorite  • 
rails  is  Seaboard  Coast  Line  (26), 
which  recently  raised  its  annual  di\'i- 
dend  from  $1.40  to  $1.60.  More  than 
$5  a  share  seems  possible  for  this 
year's  profits.  .  .  .  One  steel  analyst  is 
especially  optimistic  about  Republic 
Steel  (36),  predicting  that  its  earn- 
ings performance  this  year  will  be  es- 
pecially good.  .  .  .  Kennecott  Copper 
(33)  continues  to  annoy  people  look- 
ing for  quick  results.  The  stock  is  still 
being  bought  by  knowledgeable  peo- 
ple, and  someday  something  will  be 
done  about  the  company's  100%  own- 
ership of  Peabody  Coal.  ■ 
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E.  F.  Hutton 

Group  Inc. 


HIGHLIGHTS 
OF  THE  1975 
ANNUAL  REPORT 


i  preparation  of  the  "President's  Letter"  is,  for  us— and  our 
interparts  in  other  companies,  we  would  guess— an  awkward 
<.  One  wants  to  be  candid,  illuminating,  and  to  offer  a  fresh  in- 
it  into  past  and  future  prospects.  Yet  virtually  everyone  has  seen 
financial  results  for  the  year,  and  forecasting,  especially  in  a 
liness  as  mercurial  as  ours,  is  at  best  an  unrewarding  art  form. 

1975,  Hutton  did  have  its  best  year  ever.  The  company  earned 
1,141,000,  or  $3.39  a  share,  on  revenues  of  $253,128,000.  Both 
ires  were  records  by  a  wide  margin.  Net  income,  indeed,  nearly 
laled  that  of  our  two  best  years  combined. 


1 


anclal  Highlights 


al  Revenues 


$253,128,000 
$  20,141,000 


%  Change 


$184,447,000        *      +   37.24 


$     5,712,000 


+  252.71 


lividends 


ook  Value 


$  3.39 
$  0.44 
$14.31 


$  0.98 
$  0.33 
$11.31 


+  245.92 
+   33.33 


+   26.53 


fi  giving  effoct  to  the  5  for  4  stock  split,  distributed  on  March  29.  1976. 


The  E.  F.  Hutton  Group  Inc. 

HIGHLfGHTS  OF  THE  1975  ANNUAL  REPORT 


Alec  R.  Jack 

Chairman  of  the  Board 


January 

Gross  Revenue:  $18,265,000 
Consolidated  Net  Income:  $1 ,231 ,000 
NYSE  Daily  Volume:  16.4  million  shares 
DJIA  (Dow  Jones  Industrial  Average) ; 
704,  up  88  points 

The  year  begins  in  an  environment  of  uncer- 
tainty and  gloom.  Business  watcher  Alan 
Greenspan  is  wary  of  the  economic  outlook 
and  says  an  earlier-predicted  second-half 
rebound  is  uncertain.  The  prime  rate  drops 
from  lOVa  %  to  9%  by  the  end  of  the  month. 
For  the  first  time  in  fourteen  months,  whole- 
sale prices  drop— by  72  %. 

The  market  is  anything  but  dormant,  how- 
ever. On  January  27,  the  NYSE  has  a  record 
volume  day:  32,130,000  shares,  triggered 
in  part  by  an  Appeals  Court  decision  in  favor 
of  IBfVI  in  the  Telex  case.  The  Dow  Jones 
Industrial  Average  leaps  26  points  to  692. 
During  January,  E.  F.  Hutton  introduces  a  new 
and  sophisticated  service.  Personal  Finan- 
cial Management.  Using  outside  legal  and 
accounting  consultants  plus  Mutton's  own 
investment  experts,  the  program  assists  indi- 
viduals in  developing  a  comprehensive,  long- 
term  financial  plan.  The  results,  by  the  end 
of  1975,  both  qualitatively  and  quantitatively, 
are  better  than  even  our  fondest  expectations. 

E.  F.  Hutton  begins  its  continuing  underwriting 
of  the  Public  Broadcast  System's  Washington 
Week  in  Review  show.  Viewer  response  is 
large  and  flattering. 


February 

Gross  Revenue:  $20,295,000 
Consolidated  Net  Income:  $1 ,449,000 
NYSE  Daily  Volume:  23.9  million  sha;es     «^ 
DJIA:  739,  up  35  points 

Industrial  output  is  reported  to  have  plum- 
metted  3.6%  in  January,  the  steepest  one- 
month  slide  since  the  Depression.  The  Federal 
Reserve  continues  to  ease  credit  and  the 
prime  rate  drops  from  9%  toSVi  %,  the  lowest 
since  July,  1973. 

On  February  6,  NYSE  volume  is  32,020,000 
shares,  the  second  highest  on  record.  On 
Valentine's  Day,  it  sets  a  new  volume  peak  of 
35,160,000  shares,  with  the  Dow  climbing 
1 1  points  to  763.  Falling  interest  rates  are 
viewed  as  the  catalyst  behind  the  advance. 

Commission  income  from  listed  options  sets 
a  record  in  February,  beginning  an  upward 
spiral  that  continues  throughout  most  of  the 
year.  Hutton  co-manages  an  800,000  share 
Kansas  Gas  and  Electric  preferred  offering, 
and  sells  a  full  20%  of  the  issue  to  its  clients. 

The  E.  F.  Hutton  Group  quarterly  dividend  is 
raised  to  12c  from  lie. 


March 

Gross  Revenue:  $19,485,000 
Consolidated  Net  Income:  $1 ,825,000 
NYSE  Daily  Volume:  22.8  million  shares 
DJIA;  768,  up  29  points 

The  unemployment  rate  of  8.7%  is  the  highest 
since  1941  Alan  Greenspan  projects  a  drop 
in  excess  of  10%  in  seasonally  adjusted  first- 
quarter  GNP,  but  sees  the  recession  bot- 
toming out  in  midyear. 

During  the  month,  as  a  result  of  see-sawing 
interest  rates  and  bond  prices,  E.  F.  Hutton 
incurs  substantial  corporate  bond  underwrit- 
ing losses.  Despite  these  losses,  overall  net 
income  increases  from  the  prior  month. 
Commissions  from  options  again  establish 
a  new  monthly  record. 

Hutton  co-manages  the  $163  million  Ameri- 
can Electric  Power  common  stock  offering  in 

what  turns  out  to  be  the  second-largest 
equity  underwriting  in  all  of  1975. 

April 

Gross  Revenue:  $23,386,000 
Consolidated  Net  Income:  $2,206,000 
NYSE  Daily  Volume:  21.1  million  shares 
DJIA:  821,  up  53  points 
New  York  City's  bond  rating  is  suspended  by 
Standard  and  Poor's  while  the  clouds  of  a 
financial  storm  continue  to  gather  over  the 
city.  However,  on  April  14,  the  DJIA  reaches 
806,  the  highest  level  since  June,  1 974.  In  the 
commodities  markets,  all  futures  contracts 
become  regulated  by  a  new  government 
body,  the  Commodity  Futures  Trading 
Commission. 

The  E.  F  Hutton  Group  increases  its  quarterly 
dividend  to  1 3C.  the  third  consecutive  quarter 
of  higher  payouts. 


The  firm  hosts  the  first  in  a  series  of  day-long 
investment  seminars  for  women  entitled 
"Your  Finances,  Your  Security."  During  1 97J 
programs  are  held  in  12  different  cities,  with 
atotalof  1,134  women  in  attendance. 

May 

Gross  Revenue:  $25,215,000 
Consolidated  Net  Income:  $3,300,000 
NYSE  Daily  Volume:  20.6  million  shares 
DJIA:  832,  up  11  points 

Unemployment  reaches  9.2% ,  a  35-year  high 
Other  cities  begin  to  feel  the  ripples  of  the 
New  York  City  crisis  as  Detroit  incurs  an  un- 
usually steep  8  86%  interest  rate  on  $1 1 
million  of  new  bonds. 

Meanwhile,  the  long-awaited  and  much- 
feared  era  of  negotiated  commissions  begins 
Full  service  firms  cope  well,  but  "boutiques' 
suffer  in  terms  of  rates  and  market  penetra- 
tion. Overall,  Hutton's  income  per  transactior 
and  share  of  volume  changes  little.  While 
we  are  not  immune  to  rate  pressures,  the 
abilities  of  our  Account  Executives  and 
Institutional  Department  mitigate  the  prob- 
lem substantially  Clients,  we  find,  do  invest 
to  make  money:  the  cost  of  execution  pales  ir 
comparison  to  results. 

E.  F.  Hutton  opens  an  entire  22,000  square 
foot  floor  at  One  Battery  Park  Plaza  as  the 
headquarters  of  its  national  commodities 
activities  and  a  major  international  commodi-' 
ties  center  in  Paris.  A  branch  office  is  openec 
in  Fort  Lauderdale— our  14th  in  Florida. 

The  advisory  fee  for  assisting  Tesoro 
in  Its  acquisition  of  37%  of  Commonwealth 
Oil  Refining  helps  to  push  total  investment 
banking  revenue  for  the  month  to  almost 
$4  million  Option  commissions  again  estab- 
lish a  monthly  record. 

June 

Gross  Revenue:  $22,742,000 
Consolidated  Net  Income:  $2,513,000 
NYSE  Daily  Volume:  20.7  million  shares 
DJIA:  879,  up  47  points 

The  consolidated  stock  market  tape  begins 
reporting  price  and  volume  data  from  seven 
stock  exchanges.  The  consolidated  tape 
is  believed  to  be  a  key  step  toward  the  esiab- 
lishment  of  the  so-called  central  market. ' 
Whether  or  not  a  central  market  will  prove  to 
be  advantageous  is  a  matter  of  some  debate 
It  is,  however,  an  avowed  goal  of  the  Securi- 
ties and  Exchange  Commission,  and  a 
development  for  which  we  are  preparing. 

Commodities  futures  contracts  handled  by 
Hutton  are  over  6%  of  the  industry  total,  and 
the  firm  ends  the  month  nearly  half  way  to 
the  $31  million  commodity  revenue  mark 
which  we  will  reach  by  year  end.  Advanced 
option  training  is  completed  for  nearly 
150  Account  Executives  nationwide,  and 
aggregate  option  commissions  year-to-dalei 
double  those  for  all  of  1974.  We  co-manage 
three  major  utility  offerings 
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July 

Gross  Revenue:  $24,194,000 
Consolidated  Net  Income;  $2,698,000 
NYSE  Daily  Volume;  19,9  million  shares 
DJIA:  832,  down  47  points 
The  economic  news  continues  to  improve. 
Inflation  drops  to  an  annualized  5.1  %  rate  in 
the  second  quarter,  while  productivity  rises 
2%.  Mutton's  securities  commissions  for  the 
month  hit  a  1975  record  of  $13.5  million. 

Operationally,  the  firm's  computer  resources 
are  increased  sharply  by  the  installation  of  a 
third  IBM  model  370  computer.  With  an  in- 
house  computer  configuration  of  three  IBM 
model  370-145S  and  one  model  360-50,  main- 
frame capability  is  felt  to  be  adequate  to 
handle  any  possible  communications  and 
order  processing  demands.  As  1976  dawns, 
this  capacity  proves  to  be  an  undisguised 
blessing. 

August 

Gross  Revenue;  $1 7,947,000 
Consolidated  Net  Income;  $446,000 
NYSE  Daily  Volume;  14.1  million  shares 
DJIA;  835,  up  3  points 

It  is  a  good  month  for  the  economy.  Industrial 
output  surges  a  zesty  1 .3% ,  personal  income 
rises  1 .5%  and  the  consumer  price  index 
gain  of  0.2%  is  the  lowest  in  three  years. 

For  securities  firms,  it  is  a  different  story. 
NYSE  volume  falls  29%  from  July's  pace.  At 
Hutton,  net  interest  profit  offsets  a  small 
loss  from  operations. 

The  E.  F.  Hutton  Group  raises  its  quarterly 
dividend  to  15C  from  13C  and  is  now  paying 
50%  more  than  a  year  earlier. 

During  August,  E.  F.  Hutton  opens  sales 
offices  in  Oklahoma  City  and  Colorado 
Springs.  The  firm's  Commodity  Department 
enjoys  an  all-time  record  month  with  just  over 
$3  million  of  revenues,  sparked  by  news  of 
grain  sales  to  Russia. 

September 

Gross  Revenue;  $18,551 ,000 
Consolidated  Net  Income;  $869,000 
NYSE  Daily  Volume;  12.7million  shares 
DJIA;  794,  down  41  points 

The  third  quarter's  13.2%  annualized  rate  of 
growth  in  real  GNP  is  the  highest  in  over 
25  years.  Inflation  falls  to  a  rate  of  4.7% 
during  the  quarter,  but  unemployment  at 
month-end  is  still  8.3%. 

E.  F.  Hutton  successfully  underwrites  its  first 
Corporate  Income  Fund,  selling  $20  million 
to  more  than  2,000  investors.  The  yield  to 
purchasers  is  10.14%,  while  the  pretax  profit 
to  Hutton  is  over  $500,000.  The  fund  is  de- 
signed to  facilitate  client  participation  in 
corporate  bonds  at  a  moderate  cost,  espe- 
cially compared  td  the  cost  of  buying  and 
selling  small  lots  of  bonds. 

Merrill  Lynch  sues  Hutton  for  $3  million, 
alleging  that  we  "raided"  their  Southfield, 
Michigan  office  as  part  of  a  national  plan  to 
hire  salesmen  from  Merrill.  We  respond 


plainly  and  vigorously;  Hutton  did  not  under- 
take any  such  course  of  action. 
Dick  Locke,  Jim  Lopp  and  Scott  Pierce  join 
Hutton  to  head  our  expanded  Public  Finance 
Department.  This  trio,  with  nationally  known 
abilities  in  creative  and  sound  tax-exempt 
financing,  puts  Hutton  at  the  pinnacle  of  the 
municipal  business. 

October 

Gross  Revenue;  $22,185,000 
Consolidated  Net  Income;  $1,367,000 
NYSE  Daily  Volume;  15.5  million  shares 
DJIA;  836,  up  42  points 

New  York's  financial  peril  continues.  The 
Senate  Banking  Committee  approves  a  New 
York  City  "rescue"  with  legislation  providing 
$4  billion  in  Federal  loan  guarantees. 

E.  F.  Hutton  ranks  fourth  in  the  annual  Insti- 
tutional Investor  "All  American"  research 
survey,  and  tops  all  other  full  service,  nation- 
wide securities  firms  in  the  poll. 


November 

Gross  Revenue;  $18,117,000 
Consolidated  Net  Income;  $689,000 
NYSE  Daily  Volume;  1 6.6  million  shares 
DJIA;  861,  up  25  points 

The  partial  clearing  of  New  York  City's  finan- 
cial skies  produces  the  largest  New  York 
Stock  Exchange  turnover  in  four  months,  vol- 
ume of  nearly  24  million  shares,  along  with 
a  nearly  14  point  increase  in  the  DJIA  on 
November  1 2.  Offices  are  opened  in  Troy, 
Michigan  and  Pittsburgh, 

Of  special  significance,  and  to  prove  espe- 
cially important  when  stock  market  volume 
reaches  record  levels  in  1976,  is  the  success- 
ful installation  of  a  new  high  speed  domestic 
communications  system.  The  system  has 
been  in  the  planning  and  implementation  stage 
for  the  past  four  years,  and  is  twelve  times 
faster  than  the  system  it  replaces.  We  believe 
it  gives  the  firm  a  significant  competitive 
communications  advantage  over  other  major 
securities  firms. 

Emhart  Manufacturing,  assisted  by  E.  F. 
Hutton,  acquires  1,242,000  shares  of  USM 
Corporation,  successfully  concluding  a  many- 
faceted  corporate  finance  project.  The  firm 
also  successfully  underwrites  its  second 
$20  million  corporate  income  fund,  and 
begins  trading  Eurobonds  in  its  international 
subsidiary. 

December 

Gross  Revenue;  $22,746,000 
Consolidated  Net  Income;  $1 ,548,000 
NYSE  Daily  Volume;  15.3  million  shares 
DJIA;  852,  down  9  points 

At  the  end  of  December,  the  prestigious  firm 
of  G.  A.  Saxton  &  Co.  agrees  to  become  part 
of  Hutton.  Saxton  brings  to  us  a  superb  group 
of  Account  Executives  as  well  as  the  ana- 
lytically renowned  Technology  Group. 


Robert  M.  Fomon 

President  and  Chief  Executive  Officer 


Overview 

For  the  full  year,  the  firm's  securities  com- 
missions are  up  by  53%,  options  commissions 
more  than  triple  (reaching  $16  million), 
corporate  investment  banking  revenues  rise 
63%,  and  municipal  principal  trading  is  up 
166%.  Our  international  brokerage  and  in- 
vestment banking  activities  contribute  over 
$1 1  million  of  revenue  in  the  year,  a  new 
record  by  a  wide  margin.  The  Institutional 
Equity  Department's  revenues  grow  by  75% 
and  its  research  staff  reaches  18  profession- 
als. Surprisingly,  despite  the  good  year  in  the 
securities  markets,  even  insurance  income, 
supposedly  a  counter  cyclical  product, 
increases  63%. 

Overall,The  E.  F.  Hutton  Group's  net  income 
for  the  year  increases  252  ^  and  our  after  tax 
return  on  equity  capital  is  a  very  satisfactory 
28%. 

Alec  R.  Jack 

Chairman  of  the  Board 

Robert  M.  Fomon 

President  and  Chief  Executive  Officer 
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HinanciaS  Summary 

.'^.gures  in  thousands  except  per  share  results 


1975 

1974 

1973 

1972 

1971 

19: 

OPERATING  RESULTS 

< 

Revenues: 

Commissions 

$155,962 

$109,953 

$  98,160 

$  89,759 

$  81,695 

$  57,87 

Investment  banking 

36,053 

20,946 

17,532 

25,581 

21,525 

9,24 

Interest 

30,429 

36,204 

30,032 

18,347 

12,222 

12,81 

Principal  transactions 

24,300 

12,567 

8,658 

13,723 

8,824 

3,66 

Other 

6,384 

4,777 

2,501 

922 

746 

1,1C 

Total  revenues 

$253,128 

$184,447 

$156,883 

$148,332 

$125,012 

$  84,7( 

Income  before  taxes 

Income  tax  expense 

$  43,846 
23,705 

$   12,287 
6,575 

$     9,922 
5,037 

$  23,040 
12,167 

$  19,372 
9,923 

$     2,2( 

i,i: 

Net  income 

$  20,141 

$     5,712 

$     4,885 

$  10,873 

$     9,449 

$     1.0( 

PER  SHARE  DATA 
Average  common  and  common 
equivalent  shares  outstanding 

Earnings  per  share  — 
Per  common  and  common 
equivalent  share 

Assuming  full  dilution 

Dividends  per  common  share 

Book  value  per  common  share 


5,932,883 

5,782,398 

5,816,057 

5,666,062 

$       3.39 

$ 

0.98 

$       0.84 

$       1.92 

$       3.37 

$       0.44 

$ 

0.33 

$       0.32 

$       0.24 

$     14.31 

$ 

11.31 

$     10.64 

$     10.13 

5,049.071 


$       1.87 


$       6.91 


5,268,47 


$     c: 


$       5.( 
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Biting  Tiie  Hand 
Tiiat  Feeds 


Moneymen 


Late  last  month  Tropicana  Prod- 
ucts announced  it  would  merge  into 
Kellogg  Co.  for  $317.1  million.  Finder 
Arthur  Burck  claims  scores  of  com- 
panies once  could  have  bought  Trop- 
icana for  as  low  as  $6  million  and 
just  "goofed." 

Dressed  in  Florida-bright  blue  shirt 
and  red  pants,  the  opinionated  Arthur 
Burck  is  sitting  on  the  patio  of  his 
enormous  house  in  Palm  Beach.  Once 
owned  by  Huntington  Hartford,  it  has 
17  rooms,  eight  baths,  a  tennis  court, 
swimming  pool  and  two-plus  acres  of 
gardens  and  tropical  jungle. 

Burck  is  a  tall  man,  deeply  tanned. 
His  hair  is  silvery  at  the  temples.  He 
talks  all  the  time.  He  is  talking  now, 
not  about  Tropicana  but  about  Pills- 
bury  Co.  and  how  Pillsbury  isn't  as 
open  to  outside  acquisition  ideas  as 
it  should  be.  "Over  the  last  25  years 
I  have  been  very  close  to  almost  all 
the  top  executives  at  Pillsbury. 
They've  been  entertained  in  my  home 
and  I  in  theirs.  But  there's  a  new 
group  in  there  now.  Yesterday  or  the 
day  before,  some  young  new  member 
of  the  staflF  called  me  and  said,  'Mr. 
Burck,  we  refuse  to  deal  with  you  un- 
til we  have  a  signed  letter  of  authori- 
zation from  your  client.'  Well,  I  said, 
'You  just  go  to  your  vice  president 
and  general  coimsel,  who  was  in  law 
school  with  me,  and  tell  him  that  if- 
this  is  the  type  of  advice  he's  giving 
you  people,  you're  going  to  stifle  the 
flow  of  deals.  And  tell  him.  .  . .'  " 

Arthur  Burck  is  62  years  old,  and 
for  the  last  22  he  has  been  a  big-time 
finder.  He's  the  kind  who  does  it  with- 
out staff,  without  specialists,  solely  on 
contacts,  on  what's  in  his  brain  plus 
the  sort  of  entertaining  you  can  do 
living  in  Huntington  Hartford's  for- 
mer house.  Much  of  the  entertaining 
is  deductible,  because  it  is  not  mere- 
ly for  the  pleasure  of  Burck,  his 
wife  Rutilia,  daughter  of  Coimt  Poli- 
Sandri  of  Italy,  and  their  daughter 
and  two  sons.  The  property  is  essen- 
tial to  the  heart  of  his  business  style. 

In  22  years  Arthur  Burck  has  put 
together  over  60  mergers  and  reor- 
ganizations totaling  $1  billion.  Five 
of  them  earned  him  fees  of  over 
$300,000.  He  has  swvmg  deals  involv- 
ing giants  like  Singer,  RCA,  Westing- 
house,  Litton,  Household  Finance, 
ITT,  Dow  Chemical.  What  he  does 


most  often  is  direct-commission  selling 
in  the  biggest  and  toughest  of  big 
leagues,  where  it's  all  ego,  energy, 
guts  and  will.  When  you  hit,  on  even 
a  small  deal,  the  fee  is  usually 
$100,000  and  up.  But  for  every  suc- 
cess, scores  fall  through.  Months  of 
work,  travel  and  expense  go  down  the 
drain— without  a  petiny  of  recom- 
pense. There  are  long,   dry  periods. 

In  fact,  for  Arthur  Burck,  the  last 
two  years  have  been  mostly  dry.  He 
lost  money  in  the  stock  market,  and 
in  1975  did  not  close  a  single  deal. 
Once  he  printed  up  new  stationery 
that  said,  "Arthur  Burck  &  Co.:  Re- 
organizations." Then,  he  issued  a 
brochure  to  put  his  house  on  the  mar- 
ket ("Villa  Pompano-A  Private  Club 
of  Your  Own" ) . 

But  things  have  been  improving. 
This  year  Burck  has  already  com- 
pleted two  deals,  one  of  them 
RCA's  acquisition  of  Royal  Pantry 
Corp.  He  says  he  has  about  40  deals 
in  the  works,  and  hopes  to  complete 
ten  of  them. 

Still  it  is  not  like  the  old  days. 
Merger  activity  today  is  less  than  a 
third  of  what  it  was  in  1969,  and 
many  of  the  people  involved  aren't 
interested  in  weekends  in  Arthur 
Burck's  Palm  Beach  house. 

The  New  Pattern 

A  self-made  man,  Arthur  Burck  got 
on  well  with  self-made  captains  of  in- 
dustry. It  is  harder  with  the  young 
MB  As  who  staff  today's  acquisition 
departments.  Bom  in  Minneapolis, 
Burck  worked  his  way  through  the 
University  of  Minnesota,  earned  a 
law  degree  there  and  hopped  a 
freight  train  to  Manhattan  in  the  De- 
pression. He  practiced  law  there, 
then  worked  as  a  corporate  reorgani- 
zation lawyer  for  the  Securities  &  Ex- 
change Commission.  A  brother,  Gil- 
bert Blu-ck,  now  retired,  was  a  well- 
known  Fortune  editor. 

In  1954  he  went  with  Fahnestock 
&  Co.  and  handled  his  first  merger, 
between  two  mutual  funds.  He  rec- 
ognized the  potential  of  mergers  and 
realized  he  could  do  it  on  his  own. 
By  the  time  the  merger-mad  1960s 
arrived,  he  was  well  on  his  way. 

The  finding  business  has  been  good 
to  Arthur  Burck,  but  it  hasn't  mel- 
lowed him.   Bitterness  is  written  all 


Arthur  Burck 

over  him.  He  recalls  that  50  years 
ago  the  bigger  boys  in  Minneapolis 
beat  him  up  for  selling  pussy  willows 
on  the  street  better  than  they  did. 
He  has  never  forgotten  it.  Assigned 
to  defend  Nazis  at  war-crimes  trials 
in  Italy,  he  was  angered  by  sugges- 
tions from  the  Army  that  he  "pull  my 
punches."  He  defended  his  clients  so 
ferociously  that  he  got  them  acquit- 
ted. He  woos  and  entertains  execu- 
tives of  big  corporations,  but  speaks 
contemptuously  of  some  of  them  as 
"dopes"  who  bought  the  wrong  com- 
panies, or  bought  the  right  ones  and 
ruined  them.  A  merchandiser  of  merg- 
ers, he  now  says  unrestrained  merger 
could  ruin  the  country,  and  writes 
letters  to  cabinet  members  and  con- 
gressmen urging  laws  to  control  it. 
"I  am  here,"  he  tells  a  meeting  of  fi- 
nancial executives  at  St.  Paul,  Minn., 
"to  bite  the  hand  that  feeds." 

Through  almost  everything  he  says 
runs  one  theme:  If  only  the  rest  of 
the  world  would  listen  to  Arthur 
Burck.  He  claims  that  "some  of  the 
best  deals  I  ever  worked  on  in  my 
life— nine  out  of  ten  of  them  never 
came  off."  In  1958  he  had  Northrup 
King  &  Co.,  Josten's  and  Tennant  all 
for  sale  for  less  than  a  total  of  $13 
million— and  he  couldn't  sell  them  to 
anybody.  Today,  each  still  indepen- 
dent, they're  together  worth  more 
than  half  a  billion  dollars. 

It  is  a  strange  business,  Burck  says, 
often  turning  on  personality  and  idio- 
syncrasy: Deals  can  fall  through  be- 
cause of  buyer  pride  or  stubbornness. 
Just  this  year  he  lost  a  $180,000  fee 
because  a  client  got  cold  feet  at  a 
closing. 

He  names  names  and  assesses 
blame.  Forty  companies  said  no  until 
Westinghouse  acquired  Thermo-King, 
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UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  33  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
July  1,  1976  to  shareholders 
of  record  at  the  close  of  busi- 
ness June  11,  1976. 


Dallas,  Texas 
May  21, 1976 


R.  E.  FONVILLE 
Secretory 


Principal  Subsidianes 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Compony 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


Slip 


for 
Forbes 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each.  3  for  $14.00, 6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 
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a  prize  wort:h  at  least  ten  times  the 
price  today.  But  he  says,  "I  had  to 
virtually  cirag  Westinghouse  to  the 
altar"  because  it  had  refused  to  pay  a 
7%  premium  over  its  appraisal.  War- 
ner-Lambert, Colgate-Palmohve,  Dart 
and  Minnesota  Mining  "missed*^  the 
boat"  on  the  pharmaceutical-making 
Lepetit  Group  in  1964  before  Burck 
finally  sold  it  to  Dow  Chemical.  La- 
zard  Freres,  he  says,  sat  on  a  deal 
to  buy  a  third  of  the  stock  of  Coast- 
to-Coast  Stores  for  $2  miUion  in  1959, 
two  years  before  Burck  sold  the  com- 
pany for  $30  milUon.  Sheaffer  Pen 
could  have  bought  Josten's  for  $4.2 
million;  it's  now  worth  about  $50  mil- 
lion. American  Metal  Products  turned 
down  Tennant  for  $2.5  million.  Pills- 
bury  could  have  bought  Northrup 
King  for  $5.7  milUon,  Chim  King  for 
$10  miUion,  Duncan  Coffee  for  $8 
million,  Carando  for  $2.5  milHon. 

A  Salesman's  Bite 

The  "finding"  business,  says  Burck, 
is  finding  in  name  only.  Anybody  can 
"find"  a  company  that  needs  to  be 
bought  and  another  company  that 
needs  to  buy.  He  says:  "Most  finders 
look  at  deals  as  one-shot  promotional 
endeavors.  They  drop  a  name  on  the 
right  corporate  desk  and  when  a  $5- 
miUion  deal  goes  through,  they  ex- 
pect $150,000."  No,  getting  two  com- 
panies to  merge  is  a  salesman's  job; 
it  takes  a  salesman's  bite  in  the  clos- 
ing. He  says:  "There  must  be  a  cou- 
ple of  hundred  thousand  people  in 
this  field.  They  come  and  go.  And  yet 
I  can  count  on  the  fingers  of  one  hand 
the  number  that  have  had  consistent 
success." 

He  will  represent  either  buyer  or 
seller,  but  prefers  sellers  because 
they're  entrepreneurs,  "dice-players," 
unafraid  to  take  a  chance— and  be- 
cause they  don't  care  if  Burck  gets  a 
higher  fee,  since  that  means  they 
get  a  higher  price.  "Buyers  are  cor- 
porate   executives    who    are    in    the 


hierarchy— paid  executives— and  thos 
people,  their  mentality  is  such  tha 
they  never  think  anybody's  time 
worth  more  than  their  own.  Th 
president  of  a  company  who's  maldn 
$300,000  a  year— he'd  rather  spen 
$10  miUion  more  on  a  deal  than  pa 
you  $500,000." 

Are  companies  really  getting  dumt 
er,  more  timid,  more  bureaucratic?  0 
is  the  world  simply  passing  Arthu 
Burck  by?  Many  chief  executives  no\ 
buck  the  matter  downstairs  to  middlt 
echelon  acquisition  directors  who  ar 
afraid  of  their  shadows,  Bxirck  coir 
plains.  In  order  to  keep  up  his  cor 
tacts,  he  is  on  the  road  every  othc 
week;  after  all,  he  has  a  heavy  pei 
sonal  overhead. 

Going  through  his  files,  he  finds 
letter  he  wrote  in  1973  and  shows 
to   a  Forbes   reporter.    It  is   to   th 
former  president  of  a  big  company 
written  when  the  man  became  chai 
man  of  the  executive  committee.   ] 
is  an  I-told-you-so  letter.  Burck  coi 
gratulates    him    for    "stepping    sid( 
ways."  He  lists  five  companies  he  oj 
fered  that  company  over  the   year' 
which  are  now  worth  more  than  2 
times  the  aggregate  asking  price.  H 
tried  for  15  years  to  sell  that  compan 
something,   he   tells   the   reporter, 
never  made  a  dime  out  of  them." 

The  noon  sun  goes  behind  the  pah 
trees.  Burck  sits  musing  on  the  patic 
Acquisitions  were  "a  fad  thing"  i 
the  Sixties,  he  says.  "At  that  time,  t 
be  accepted  in  your  club  you  had  t 
come  in  and  say,  'Well,  I  just  made  a 
acquisition,  too.'  If  you  got  in  at 
moment  and  a  time  that  you  ha 
some  piece  of  beat-up  junk  that  nf 
body  else  wanted,  sometimes  yo 
could. . . ." 

Burck  pauses.    "These   dopes,"   h 
says.  Something  in  his  tone  makes  on 
think  of  Willy  Loman  in  Death  of 
Salesman:  "He's  a  man  way  out  ther 
in  the  blue,  riding  on  a  smile  and 
shoeshine."  ■ 


The  orang-utan  of  the  Indonesian  jungles  is  seriously  endangered  by  hunters  and  the  rapidly  increasing  destruction  of  its  habitat.  (Photo:  Tom  McHugh  at  Monkey  Jungle/Photo  Researchers). 

Ui^ently  needed:  $10,000,000  to  save 
the  jui^e  and  its  wildlife 


Monster  tractors,  tree  pullers  atid 
tree  crushers  are  ravaging  the 
last  remaining  jungles— and  50  million 
years  of  evolution.  If  this  wanton  de- 
'Struction  continues,  all  the  jungles  in 
the  world  will  vanish  during  your  life- 
time. Rare  animals,  like  the  orangutan 
and  the  aye-aye,  inhabit  the  jungle,  and 
will  not  survive  its  destruction. 

No  other  environment 

contains  so  many  species  of 

plants  and  animals 

On  three  acres  of  jungle,  you  can  see 
more  than  two  hundred  different  species 
of  trees,  and  410  different  species  of  birds. 
You  can  see  12,250  species  of  flowering 
plants  which  are  found  nowhere  else. 

More  than  half  the  jungles  of  Africa 
have  already  been  destroyed.  In  Latin 
America  and  S.E.  Asia  more  than  one  third 
have  fallen.  The  situation  is  even  worse  in 
India,  Ceylon  and  Burma. 

In  some  jungles,  only  one  tree  per 
acre  has  any  commercial  value.  To  get 
that  single  tree,  timber  companies  can 
chew-up  75  percent  of  the  surrounding 
canopy. 

The  World  Wildlife  Fund  cannot 
hope  to  save  all  the  jungles  which  still  re- 
main. Most  of  them  are  doomed  to  dis- 
appear. 

But  we  can  -  with  your  help  -  preserve 
enough  of  the  jungle  (perhaps  in  the  form 
of  national  parks)  to  save  its  unique  flora 
and  fauna  from  extinction. 

A  vanishing  storehouse  of  knowledge 

The  jungles  offer  insight  into  the 
processes  of  evolution.  Their  fragile  cycles 


reveal  them  as  the  most  complex  environ- 
ments on  earth.  They  are  gigantic  labora- 
tories and  libraries  of  information  -  monu- 
ments more  valuable  than  any  created  by 
man. 

The  jungle:  who  needs  it? 

More  than  ten  percent  of  the  world's 
known  plant  and  animal  species  live  in  the 
jungle.  Many  are  well-known,  some  have 
only  been  identifled,  and  thousands  more 
are  still  undiscovered. 

Today,  mechanization  -  powered  by 
money  from  industrialized  nations  -  is 
biting  great  chunks  out  of  jungles  that 
originally  covered  sixteen  million  square 
kilometers  of  the  earth.  Forty  percent  has 
already  been  destroyed  and  at  the  current 
rate  of  destruction  (14  acres  per  minute) 
the  rest  will  vanish  in  25 years. 

The  richer  jungles  may  only  have  ten 
years  to  live. 

No  one  can  forecast  the 
consequence  of  destruction 

Funds  are  urgently  needed  to  spon- 
sor research  into  the  effect  that  destruc- 
tion, partial  or  total,  will  have. 

We  need  to  determine  the  long-term 
effects  on  the  world's  climatic  conditions; 
the  dangers  of  increased  flooding;  the  loss 
of  natural  resources.  This  is  information 
that  many  Governments  need  to  enact  the 
legislation  that  can  avert  the  total  destruc- 
tion of  the  jungle. 

The  World  Wildlife  Fund  plans  to 
save  areas  representative  of  all  the  dif- 
ferent types  of  jungle.  Only  by  doing  this 
will  the  richness  and  variety  be  preserved, 
and  the  species  saved  from  extinction. 

If  the  jungles  are  to  be  used  to  best 
advantage,  the  highest  levels  of  Govern- 


ment must  be  made  aware  of  the  need  from 
protective  management.  Because  once  the 
jungle  is  destroyed,  it  can  never  be  re- 
created. 

Send  us  money 

Money  is  needed  urgently.  We  must 
persuade  the  corporations  responsible  to 
re-consider  their  ruthless  exploitation  of 
the  jungle. 

We  must  give  aid  to  sympathetic 
Governments  of  developing  nations.  They 
cannot  afford  to  mount  extensive  con- 
servation programmes  on  their  own  -  they 
need  guidance  and  money.  The  World 
Wildlife  Fund  has  to  provide  both. 

Please  help  us  collect  the  $  10,000,000 
we  need  to  save  the  earth's  Jungles. 

We've  only  got  25  years  to 

save  the  jungle. 


I've  enclosed  my  tax-deductible  contribu- 
tion of  $ to  help  support 

the  projects  of  the  World  Wildlife  Fund. 


Name_ 


Address. 
City 


State. 


^ip_ 


/fr\  WORLD 
(i^  WILDLIFE 

jC'fund 

Dept.  J,  1319  18th  St.,  N.W.Washington,  D.C.  20036 
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Opportunities  From 
Market  Corrections 


By  Heinz  H.  Biel 


I  ext  week  it  will  be  summer,  bring- 
ing hope  to  the  investor  that  the  stock 
market  will  soon  emerge  from  the 
droopy  doldrums  where  it  has  spent 
the  past  four  months.  The  summer 
rally  doesn't  come  with  a  money-back 
guarantee,  but  in  most  years  in  the 
past  stock  prices  have  enjoyed  a 
significant  rise  from  the  May  lows  to 
a  peak  in  July  or  August. 

Why  Buy  Stocks? 

The  greatly  reduced  trading  vol- 
ume suggests  that  the  market  has 
been  suffering  more  from  a  lack  of 
buying  than  from  pressure  of  selling. 
Apparently,  investors  with  real  money 
to  spend,  millions  of  dollars  week  af- 
ter week— largely  public  and  corporate 
pension  fimds,  insurance  companies 
and  the  like— do  not  find  stocks  suf- 
ficiently attractive  to  reach  for  them 
at  rising  prices.  They  can't  forget 
the  traumatic  experience  of  1973-74, 
when  those  beautiful  one-decision 
growth  stocks  fell  out  of  bed.  Since 
pension  Labilities  are  dollar  obliga- 
tions, fear  of  further  inflation  need 
not  bother  these  fimd  managers.  Why 
buy  stocks,  if  you  can  get  a  safe 
8.5%-9.5%  yield  on  sound  bonds? 

What  are  the  chances  that  this  no- 
toriously wide  gap  between  bond 
yields  and  stock  yields  will  narrow 
sufiRciently  to  make  stocks  a  little 
more  desirable?  Not  bad,  provided 
Ben  Weberman  (Forbes,  June  1)  is 
right  in  his  expectation  that  long-term 
money  will  be  available  at  7%  plus  by 
year-end.  At  the  same  time,  dividends 
are  sure  to  rise.  As  many  as  240  cor- 
porations raised  their  dividends  in 
April  (870  in  the  first  four  months). 
This  was  the  greatest  number  for 
the  month  since  Standard  &  Poor's 
started    compiling    such    records    in 

Mr.  Biel  is  a  senior  vice  president  of  the  New  Yorit 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


1955.  The  combination  of  rising  stock 
yields  and  falling  bond  yields  might 
narrow  the  gap  to  about  3%  {vs.  5% 
at  present),  and  this  may  well  affect 
the  judgment  of  the  professional  in- 
vestment manager. 

Good  Buys 

While  the  DJI  by  the  end  of  May 
had  come  down  only  about  5%  from 
its  high,  many  individual  stocks  have 
experienced  far  more  severe  declines. 
In  some  instances  the  reason  for  a 
stock's  drop  is  obvious,  as  for  exam- 
ple in  the  case  of  Federated  Depart- 
ment Stores,  which  fell  28%  from  its 
alltime  high  of  60  to  43J4  because 
earnings  for  the  first  fiscal  quarter 
gained  only  a  penny  a  share.  Better 
things  than  that  are  expected  of  a 
premium-priced  growth  stock.  I  be- 
lieve that  the  first-quarter  flop  was 
a  temporary  aberration,  giving  the  in- 
vestor a  chance  to  buy  this  very  fine 
stock  at  a  more  appropriate  price. 

But  then  there  are  cases  where  a 
reason  for  the  sell-off  cannot  be  found, 
except  perhaps  that  the  stock  may 
have  advanced  a  little  too  much  too 
soon.  Lease  way  Transportation  (26) 
falls  into  that  category.  Being  a  prime 
auto-hauler  for  GM  and  contract 
trucker  for  Sears,  Whirlpool  and  a 
host  of  blue  chip  companies,  LTCs 
outlook  for  1976  couldn't  be  brighter. 
Earnings  should  easily  attain  a  new 
high,  possibly  around  $3.50  a  share. 
Yet  even  after  two  dividend  increases 
in  the  past  12  months,  the  cash  yield 
is  only  3%. 

Investors  have  become  increas- 
ingly sensitive  to  inadequate  yields, 
and  this  may  be  the  reason  why 
stocks  of  fine  companies  such  as  Rol- 
lins (20)  or  Maryland  Cup  (22), 
whose   records    are    as    good    as    are 


their  prospects,  have  not  adequately 
participated  in  this  bull  market.  Could 
it  be  that  this  is  the  bane  of  so  many 
family-controlled  companies,  where 
the  insiders  don't  want  big  dividends 
to  lift  their  incomes  to  ever-higher 
tax  brackets? 

Leaseway  is  also  family-controlled, 
but  the  company  has  not  only  raised 
its  cash  dividend  quite  frequently  but 
added  annual  stock  dividends  of  4%. 
What  I  like  about  Leaseway  is  the 
fact  that  it  came  through  this  reces- 
sion with  flying  colors.  While  GM's 
business  collapsed  and  other  major 
clients  were  having  a  rough  time, 
LTCs  earnings  only  dropped  from 
$2.62  a  share  in  1973  to  $2.41  in 
1974.  By  last  year  they  were  at  a  new 
high  of  $2.91.  Quite  an  accompUsh- 
ment  for  a  basically  cyclical  company. 

Controversy 

I  do  not  know  a  more  controversial 
stock  than  Colonial  Penn  Group  (19), 
a  company  that  specializes  in  selling 
health,  life  and  auto  insurance  to  the 
elderly.  It  has  a  uniquely  close  rela- 
tionship—Forbes  {Feb.  1)  calls  it  a 
"cozy"  one— with  the  American  Asso- 
ciation of  Retired  Persons  and  the 
National  Retired  Teachers  Associa- 
tion with  a  combined  membership  of 
9  million.  Colonial  Penn's  growth  has 
been  astounding,  and  while  the 
growth  rate  will  slow  down  as  the 
numbers  get  bigger,  15%  to  20%  seems 
probable  in  the  years  ahead. 

But  look  at  the  figures  in  the  ta- 
ble below.  That's  what  controversy 
does  to  the  market  evaluation  of  a 
growth  stock.  If  you  want  to  make  up 
your  own  mind  on  the  several  ques- 
tion marks  afflicting  Colonial  Penn, 
write  for  the  company's  annual  re- 
port and  other  material.   ■ 


Colonial  Penn  Group 


Year 
1973 
1974 
1975 
1976 


Revenues 

(millions) 

$221.3 

292.6 

349.9 

410.0  (est) 


Earnings 

High 

Per  Share 

Dividend 

For  Stock 

$1.84 

$0.20 

70 

2.30 

0.30 

57^8 

2.65 

0.40 

413/4 

3.00  (est) 

0.50 

343/8 

104 


FORBES,  JUNE  15,   1976 


YOUCAN  ^ 
PLAY  BETTQt  TENNIS 
AND  ENJOY  IT  MORL 


Tennis  is  more  fun  when  you 
play  better . . .  and  you  can  play 
better  tennis  this  year. 

Thousands  of  tennis  players  are  win- 
ning more  points,  more  games,  more 
sets  and  more  matches  by  following 
the  expert  instruction  they  receive 
every  month  in  Tennis  Magazine. 

And  you  can  do  the  same.  Month 
after  month,  Tennis  Magazine  will  pro- 
vide you  with  the  kind  of  helpful  in- 
struction that  can  be  easily  applied  to 
your  practice  sessions  or  competitive 
matches  for  the  kind  of  improvement 
that  will  make  tennis  more  fun  for  you. 

Tennis  Magazine  brings  you  the 
finest  tennis  instruction  you  can 
receive  from  any  publication. 

Perhaps  better  than  any  other  source 
because  you  can  progress  at  your  own 
pace  and  always  have  the  material  you 
need  right  in  front  of  you. 

Top  players  like  Rod  Laver,  Stan 
Smith,  Margaret  Court,  Chris  Evert,  Pancho  Gon- 
zalez, Don  Budge,  John  Alexander  and  Fred  Perry 
are  among  the  many  professionals  who  share  their 
knowledge  and  experience  with  you  on  the  pages  of 
Tennis  Magazine.  You'll  also  receive  valuable  in- 
struction in  our  monthly  series  of  "Tennis  Tips," 
submitted  by  U.S.  Professional  Tennis  Association 
teaching  pros  from  around  the  country. 

All  instruction  is  carefully  reviewed  and  ap- 
proved for  publication  by  members  of  the  Tennis 
Magazine  Instructional  Advisory  Board — a  panel  of 
tennis  all-stars  and  top-notch  teachers  including 
Tony  Tr^bert,  George  Lott,  Vic  Seixas,  Ron  Holmberg 
and  Bill  Price — who  know  how  to  turn  even  the  most 
difficult  concepts  into  understandable,  step-by-step 
words  and  pictures. 

Besides  helping  you  improve  your  game  . . . 

Tennis  Magazine  will  keep  you  informed  and  enter- 
tained b/ presenting  all  the  action,  color  and  excite- 
ment of  this  great  sport.  You'll  read  about  the  stars. 
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the  classic  matches  and  the  great  tour- 
naments around  the  world.  You'll  keep 
up-to-date  on  the  newest  trends  in 
equipment  and  fashion,  &nd  receive 
colorful  features  on  resorts  and  travel 
for  that  tennis  vacation.  Plus  informa- 
tion on  tennis  camps  for  you  and  the 
youngsters,  tournament  statistics  and 
schedules,  humor  and  news  of  all  the 
other  racquet  sports. 

A  MONEY-SAVING 
INTROOUOOmrorFER 

As  a  special  introduction  for  new 
subscribers,  the  coupon  below  can 
bring  you  savings  up  to  $4.73,  for  trying 
11  months  of  Tennis  Magazine  for  only 
$3.77.  Just  complete  the  coupon  and 
mail.  In  a  few  weeks  you'll  start  receiv- 
ing the  help  you  need  to  begin  improv- 
ing your  game  and  the  information  you 
need  to  round  out  your  knowledge  and 
enjoyment  of  tennis. 


n  Yes!  I'd  like  to  play  better  tennis. 

Enter  my  subscription  to  Tennis  Magazine 

at  the  special  introductory  price 

reserved  for  new  subscribers. 

11  ISSUES  FOR  ONIY '3.77 

(A  saving  of  $2.65  off  tfie  regular 

subscription  price  and  $4.73  off 

newsstand  prices.) 


NAME 


5178 


ADDRESS 


CITY  STATE  ZIP 

*n  My  payment  is  enclosed.  DPIease  bill  me  later. 

'YOUR  EXTRA  BONUS:  Enclose  payment  with  your 
order  and  you'll  receive  a  copy  of  our  handy  booklet 
"The  Best  Lessons  From  Tennis"  absolutely  free. 


tennis    m 

Subscription  Office  «41^ 

1255  Portland  Place 
Boulder,  Colorado  80302 


Official 

Monthly  Publication 

of  the  United  States 

Professional 

Tennis  Association 
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Market  Trends 


The  Pussyfooting 
Market  Of  1976 


By  Martin  T.  Sosnoff 


■  W  espite  the  brilliant  numbers  ev- 
eryone can  rattle  off,  the  market  has 
meandered  shamefvdly  since  early 
winter.  Why?  The  disbelief  in  orderly 
growth  is  at  the  heart  of  investment 
skepticism,  and  it  is  compounded  of 
the  memories  of  the  wild  fires  of  in- 
flation and  accelerating  interest  rates 
that  blessed  us  in  1973  and  1974. 
This  is  the  easy  answer,  but  it  is  only 
part  of  the  story. 

Obviously,  we  must  all  do  oxir  bit 
to  smother  the  inflationary  flames, 
but  it  isn't  easy.  Last  week  I  handed 
a  cabbie  a  10-cent  tip;  the  meter 
read  only  $1.05  and  the  drop  is  65 
cents  in  New  York.  The  dime  was 
flung  back  in  my  lap  along  with  suit- 
able directions  for  placing  the  coin 
elsewhere.  If  a  dime  is  worthless,  will 
the  two  dollar  bill  replace  the  dollar 
as  the  proper  tip  for  bellmen,  porters 
and  chambermaids  and  barbers?  So 
far  we  are  lucky.  All  the  cash  register 
jockeys  are  shpping  the  two  dollar 
bills  under  the  till  along  with  the  big 
numbers.  It  must  be  the  novelty. 

Overheating?  Forget  It 

Anyone  who  beheves  the  economy 
is  going  to  overheat  forthwith  must 
deal  with  a  lot  of  pervasive  deflation- 
ary forces  that  are  at  work.  After  ad- 
justment for  higher  taxes.  Social  Se- 
curity payments  and  the  index  of 
consumer  prices,  take-home  pay  for 
the  boys  in  workshoes  is  barely  rising. 
And  the  cost  of  owning  goods  con- 
tinues to  move  up  inexorably.  In  the 
Big  City,  auto  insurance  now  costs 
more  than  1,000  bucks  for  a  single 
guy  in  his  twenties.  In  a  few  years, 
rates  will  rise  another  50%.  So  it  will 
cost  $1,500  to  insure  four  wheels,  a 
figure  that  is  near  the  new-car  sticker 
prices  of  20  years  ago. 

A   guest  columnist,    Mr.   Sosnoff  is  a   chairman  of 
Atalanta  Capital  Corp.,    New  York. 


The  dollar  is  again  a  most  healthy 
currency  in  the  Western  world.  Our 
trade  balance  is  faltering:  The  im- 
ports are  moimting  and,  although  a 
lot  of  offshore  money  was  socked  into 
the  securities  markets  earher  this  year, 
this  demand  source  may  be  spent.  In 
fact  it  is  worth  looking  at  the  market's 
players  to  determine  where  the  mon- 
ey is  to  come  from  to  fuel  prices.  (It 
takes  a  lot  more  gelt  to  move  Gen- 
eral Motors  from  70  to  80  than  it 
did  from  35  to  45.) 

The  figiires  for  1975  are  in  and 
they  show  that,  aside  from  the  pen- 
sion funds,  all  other  institutional 
players  combined  were  net  sellers; 
this  includes  mutual  funds  and  in- 
surance companies.  Foreign  investors 
pumped  a  record  $4.4  billion  into 
U.S.  stocks  compared  with  only  half 
a  billion  in  1974. 

A  good  case  can  be  made  that 
most  of  the  cash  flow  available  at 
present  is  earmarked  for  fixed  income 
securities.  Nobody  talks,  as  they  did 
a  few  years  ago,  about  being  75%  or 
80%  invested  in  equities.  The  socially 
acceptable  figure  is  now  closer  to 
60%,  and  if  we  encoimter  stop-and- 
go  markets  in  the  late  Seventies,  it 
could  drop  to  a  50/50  debt-equity 
ratio  for  the  institutional  fraternity 
by  1980. 

The  supply  side  of  the  market  is 
not  to  be  underestimated,  either.  The 
more  than  bilhon-doUar  offerings  by 
U.S.  Steel  and  American  Telephone 
combined  is  an  indication  of  the  big 
thirst  capital  intensive  industrials 
have  for  new  gross  plant  investment. 

Healthy  Disbelief 

Obviously,  this  is  not  the  stuff  bull 
markets  are  made  of.  Or  is  it?  The 
Western  world's  money  managers  are 
not  overinventorying  stocks,  and  ev- 
eryone is  worried  about  inflation  and 
spiraling  interest  rates,  not  to  men- 
tion the  strong  possibility  of  Third 
World  nations  creating  a  financial 
panic  by  de  facto  defaults  on  the  tens 
of  billions  of  loans  with  Western 
world  banks. 


There  is  enough  skepticism  around 
to  keep  price/ earnings  multiples  low: 
A  growth  stock  selling  over  20  times 
earnings  12  months  out  is  now  a 
rarity.  Aside  from  the  options  hustle- 
bustle,  specxilation  is  dead.  Everyone 
is  reduced  to  betting  on  the  short 
swings  in  growth  stocks  through  the 
options  markets,  an  indication  of  the 
disbelief  that  a  benevolent  cycle  has 
any  mileage  left.  This  is  what  makes 
cycles  last— the  disbehef.  Nobody  in 
the  country  thinks  we  are  in  for  a 
few  years  of  orderly  growth,  and  this 
is  why  it  can  happen. 

Potatoes,  Not  Gold 

Rather  than  price/ earnings  ratios 
fuehng  the  market,  earnings  them- 
selves could  do  it  from  the  present 
low  historical  statistical  level.  This  is 
what  happened  in  the  mid-Sixties, 
and  it  could  happen  again.  There  is 
one  difference.  Today,  earnings  have 
a  surreahstic  quality  to  them.  The  re- 
placement cost  of  new  plant  and 
equipment  exceeds  by  a  multiple  of 
3  or  4  times  the  depreciated  plant 
that  is  written  off  the  books.  What 
are  U.S.  Steel  and  Telephone's  earn- 
ings worth  a  they  have  to  raise  cap- 
ital near  book  value  because  the  re- 
ported earnings  don't  buy  enough 
new  plant  to  make  revenues   grow? 

The  market  is  never  stupid  for  very 
long.  There  is  a  restless  downward 
reevaluation  of  capital  intensive  in- 
dustrials going  on.  I  sense  a  new 
tack.  It  is  a  retreat  into  earthly  goods. 
Prices  of  oil  and  gas,  coal,  forest  prod- 
ucts and  uranium  surge  ahead,  mak- 
ing the  discounted  value  of  what's 
left  in  the  ground  more  precious  and 
leading  to  rising  undedicated  re- 
serves as  it  becomes  feasible  to  re- 
cover higher  cost  properties.  The  fu- 
ture belongs  to  the  rich  natural  re- 
source companies,  particularly  in  a 
growing  world  economy,  and  this  is 
where  the  new  money  or  the  switch 
money  is  going  for  now. 

Who  knows?  We  may  all  end  up 
with  potatoes  in  our  safe  deposit 
boxes  rather  than  gold  bars.  ■ 
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mere's 

abetter 

way 

to 

deliver 

the 

message 


Hundreds  of  experienced  com' 
panies  around  the  world  use  our 
two  business  publications  to 
reach  the  business-government 
elite  in  the  oil-rich  Middle  East 
and  their  foreign  advisers.  If  you 
want  to  expand  your  business  in 
this  wealthy  market,  advertise  in 
ALAM  ATTIJARAT and  NEAR 
EAST  BUSINESS.  Together,  they 
are  read  by  more  than  200,000 
business  and  government  leaders 
in  the  Middle  East  and  North 
Africa. 

We  draw  on  10  years  of  exper- 
ience in  the  Middle  East  to  pro- 
vide you  with  the  most  thorough 
editorial  and  circulation  coverage 
of  t>oth  the  Arabic-speaking  and 
the  English-speaking  decision- 
makers k\  the  area.  Nothing 


succeeds  like  success— last  year 
467  companies  in  the  United 
States,  Europe  and  Japan  placed 
1262  pages  of  advertising  in 
ALAM  ATTIJARAT  alone. 

Johnston  International 
Publishing  Corp. 
386  Park  Avenue  South 
New  York,  N.Y.  10016 

Offices  in  Beirut,  Chicago,  Cleveland, 
Hong  Kong,  London,  Los  Angeles,  Munich, 
San  Francisco,  St.  Louis,  Tokyo. 


ALAM  ATTIJARAT  in  Arabic 


>c:Jlj3U 


NearEastBusiness 

in  English 


WeYe  growing  with  energy 
and  so  are 
our  dividends 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

"roweprice" 
new  income 

FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  highest  investnnent 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Salos  Chargo.  Write  or  call  collect  for  a  prospectus  301  -547-21 36. 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name . 


Address. 
City 


.State. 


-Zip_ 


Readers  Say 


{Continued  from  page  9) 

Sir:  Calories  do  count.  Carbohy- 
drate diets  work  precisely  because 
they  wind  up  being  low  calorie  diets. 
There  is  quite  a  difference  in  the 
satiety  factor  of  different  foods.  With 
some  foods,  namely  protein  (meat, 
chicken,  fish,  eggs)  and  fats,  a  person 
feels  full  soon  and  must  make  an  es- 
pecially strong  effort  to  overeat  them. 
With  starches  and  sweets  (carbohy- 
drates), the  satiety  factor  is  much 
lower.  The  appetite  returns  fairly 
quickly.  Consequently  the  result  of 
decreasing  carbohydrates  and  eating 
protein  and  fat  as  desired  is  a  de- 
crease on  total  calories  taken  in. 

—J.  Robert  Kemmerly,  M.D. 
Minden,  La. 

Sir:  In  1966  a  neighbor  of  mine 
suggested  that  diet  to  me.  I  lost 
weight  but  gained  gout.  Since  then, 
I  eat  less,  the  weight  comes  off  and 
the  gout  stays  away. 

—Gene  Stewart 
Napanoch,  N.Y. 

Sir:  I  gave  up  cigarettes  and 
promptly  gained  20  povmds  and  can't 
get  it  off.  Never  mind  "bouncing  it  off" 
my  doctor.  He's  50  pounds  overweight 
himseff  and  his  only  solution  is  not  to 
eat.  So  you  must  rush  that  low  carbo 
diet  to  me  .  . .  but  at  risk,  of  course. 
If  it  doesn't  work,  you  can  cancel 
my  subscription. 

—Hope  Bryson 
Los  Angeles,  Calif. 

Sir:  Let's  not  kid  ourselves.  The 
only  way  to  lose  weight  and  keep  it 
off  is  self-discipline. 

—Elizabeth  S.  Hulbert 
La  Jolla,  Calif. 

Not  Obsolete 

Sir:  While  the  portion  of  your  ar- 
ticle, "Critical  Mass?"  (Apr.  15),  cov- 
ering the  advances  in  electronics  is 
unquestionably  true,  the  references  to 
graphic  arts,  especially  the  obsoles- 
cence of  sheet-fed  offset  presses,  is 
not.  Not  too  long  ago,  Harris  spon- 
sored the  research  firm  McKinsey  to 
check  out  the  future  of  sheet-fed  off- 
set presses.  The  results  were  made 
public  to  the  industry  and  they  clear- 
ly stated  that  sheet-fed  presses  were 
here  to  stay  for  the  foreseeable  future. 

—Jerome  L.  Reinitz 

President, 

Royal  Zenith  Corp. 

New  Hyde  Park,  N.Y. 

Woodward  Defense 

Sir:  Re  your  brief  profile  on  Wil- 
liam   Woodward.    {May    1).    Wood- 
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STRIKE  BACK  AT  WALL  STREET 
IT'S  YOUR  TURN  TO  LAUGH. 


StbcKs 

L* ± 


"What  do  you  mean  exactly  when  you  say  I  can 
expect  'frequent  advances'?" 


This  is  your  only  chance  to  get  copies  of 
THE  BAWL  STREET  JOURNAL 


going  to  press— described  by  many  as  the  most 
subscribed,  underwritten,  luridly  illustrated  and 
nrlght  hilarious  financial  publication  in  the  world.  The 
I  Street  Journal,  financialdom's  annual  satire  of  itself, 
laranteed  highest  rag  content.  From  the  best  financial 
Is  of  our  day,  it  invariably  provokes  the  ringing 
onse,  "Some  sheet!"  Due  to  its  content,  this 
ication  will  not  be  sold  at  newsstands  anywhere.  But 
Dday.  It  is  printed  in  Limited  Edition. 

Your  Broker  Exposed 

!  you  ever  wondered  what  really  goes  on  the  floor  of 
Jew  York  Stock  Exchange?  Have  you  ever  seen  a 
itered  representative  trying  to  cover  his  shorts,  or 
)r  man  chasing  a  naked  option?  What  does  an  analyst 
'is  analyst?  And  what  about  the  newly  proposed 
md-call  girls?  Read  it  all  in  The  Bawl  Street  Journal 
ind  you'll  know,  at  long  last,  where  the  Battery  gets 
large! 

Priceless  Investment  Features 

n  how  to  be  a  better  loser.  Take  on  a  more  patriotic 
3  of  the  national  debt.  The  bicentennial  Bawl  is  crock 
if  hilarious  information  that  will  help  you  contribute 
to  inflation  and  exercise  your  constitutional  rights 
r  the  Bankruptcy  Law.  It  will  also  reveal  that,  after  all, 
broker  is  only  human,  and  usually  less, 
for  the  vastly  expanded  "JOBS  WANTED— 
NCIAL"  section.  And  the  slow  motion  replay,  for 


those  who  can't  keep  up  with  the  option  tickers.  There's  a 
section  for  "sports."  Even  the  Borgia  Recipe  Corner  for 
the  disenchanted.  Look  for  them  all  in  the  1976  Bawl  Street 
Journal.  And  let  us  know  if  you  find  them. 

Act  Now 

Laughter  is  good  for  the  soul,  and  every  soul  needs  it.  Who 
wants  to  go  where  stockbrokers  go  when  they  die?  Use 
the  coupon  now.  Send  a  Bawl  Street  Journal  to  someone 
you  love.  Send  two  to  those  you  hate.  How  long  has  it 
been  since  you  had  a  Bawl  for  two  bucks? 

Mail  this  coupon  now.  It's  your  only  chance  this  year. 
1975  Limited  Edition. 

Price:  $2  per  copy  (plus  250  postage). 

Published:  June  4,  1976.  Offer  expires  June  30,  1976. 


The  Bawl  Street  Journal 
P.O.  Box  445,  Wall  Street  Station 
New  York,  New  York  10005 

Gentlemen:  Please  send  me. 


.copies  of  The  1976 


Bawl  Street  Journal  at  $2.00  per  copy  plus  25  cents  for 
postage.  I  enclose  my  cfieck  for  $. 


Name. 


Address. 
City 


.State. 


.Zip_ 
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jK^^ia^^^^^^      MAPCO  believes 

^j^J^^^P^^^^^  in  growth  of  cash  divi- 
dends too!  Twelve  increases 
in  10  years  have  brought  the 
indicated  1976  dividend  to  90C  per 
share.  This  follows  1975's  70C,  1974's  40C, 
1973's  270,  1972's  26C,  and  1971's  24C. 

With  MAPCO,  growth  is  more  than  a  word  .  .  . 
it's  a  way  of  life. 

To  learn  nnore  about  the  scrappy  little  pipe- 
line outfit  which  has  become  a  substantial 
diversified  energy  company,  write  for  our 
annual  report. 


Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  June  30, 1976. 


QUARTERLY   DIVIDENDS 

The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  June  30,  1976: 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$   .45 

$1.40  Dividend 

Preference  Common 

$   .35 

Cumulative  Preferred - 

-$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred - 

-$25  Par 

9.75%  Series 

$0.6094 

All  dividends  are  payable  on  or 
before  June  30,  1976  to  stock- 
holders of  record  June  1,  1976. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


PSEG 

Newark,  New  Jersey 


Readers  Sa 
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ward  was  appointed  Deputy  Supe 
intendent  in  May  1975  at  my  reques 
The  appointment  was  not  announce 
by  the  Governor  but  by  the  then  ac 
ing  superintendent.  On  the  subject  > 
redUning,  these  regulations  are  n 
"Woodward-inspired."  They  are  tl 
regulations  of  this  department,  havir 
been  developed  with  the  benefit  ■ 
the  advice  of  banking  institutions.  J 
to  the  suggestion  that  banking  insi 
tutions  would  be  "pushed"  by  M 
Woodward  into  taking  extensive  ris! 
to  cure  the  redlining  problem,  the  d 
partment  is  opposed  to  mandating  i 
vestments  and  seeks  a  solution  by  i 
creasing  incentives  to  invest. 

—John  G.  HEIM.\^ 

Superintender 

N.Y.  State  Banking  Dej 

New  York,  N. 

Postal  Alternatives 

Sir:    Your   article  "The   Pony   E 
press    Rides    Again"    {Apr.    15)    pr 
sented   an   excellent    analysis    of   tl 
available  alternatives   to  the  Gover 
ment's     monopoly    postal     system, 
have  been  in  the  forefront  of  the  co 
gressional  effort  to  secure  passage 
legislation   to   pennit    competition 
the  carriage  of  first-class  mail.  I  lo( 
forward  to  future  studies  on  the  shoi 
comings  of  the  postal  system. 

—Philip  M.  Crane  (Rep.,  Ill 

House  of  Representativ 

Washington,  D.' 

Redeemable 

Sir:  The  article  "A  New  Way  1 

Invest  In  Tax  Exempts"  {June  1)  su 

gests    that   investors    in    unit    inves 

ment  trusts  "could  well"  receive  le 

than  net  asset  value  upon  redemptio 

This  is  not  correct.  Tax-exempt  ur 

investment  trusts  are  always  redeer 

able  at  net  asset  value  upon  prese: 

tation    to    the    trustee.    In    additio 

the  sponsors  of  these  trusts  mainta 

market  bids  equal  to,  or  in  some  i 

stances  greater  than,  net  asset  valiie. 

-Frank  P.  WfeNi 

Chair  ma 

John  Nuveen  &  C 

New  York,  N,' 

How  To  Conserve  Fuel 

Sir:  We  have  noted  that  childrt 
during  a  long  family  drive  enjoy  bac 
seat  games.  When  the  driver  observi 
in  the  rearview  mirror  a  vehicle  aboi 
to  pass  exceeding  the  55  mph  spe€ 
limit,  he  gives  the  signal.  Child  hoi* 
sign  in  rear  window  which  reads 
Cops  Ahead. 

— HAHOi.n  E.  Bhov 
Schenectady,  N 
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idex  of  Advertisers— June  15, 1976 

H  Indicated  below  are  those  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertise- 
ients.  Those  advertisers  designated  with  an  asterisk  #will  provide  information  only  to  those  requests  which  include  corn- 
any  name  and  job  title. 


:  AMERICAN   MEDICAL 

INTERNATIONAL,   INC 77 

Agency:  Smith  &  Hemmings 

ASARCO  INCORPORATED 4 

Agency:  The  C.  T.  Clyne  Co.,  Inc. 

:  BUTLER  MFG.  CO 44 

Agency:  Valentine-Radford,  Inc. 

:  J   I   CASE  COMPANY    70-71 

Agency:   Bozell  &  Jacobs,  Inc. 

CENTRAL  TELEPHONE  & 

UTILITIES  CORPORATION     36 

Agency:   Hatton,  Knaus  &  Partners,  Inc. 

I  COLT  INDUSTRIES  INC 16 

Agency:   Marsteller  Inc. 

COMPUTER   CAPITAL   CORPORATION   102 

Agency:  The  Paramount  Agency 
Advertising 

CONTAINER  CORPORATION 

OF  AMERICA     55 

Agency:  The  Media  Bureau 

International  Incorporated 

CRANE  CO 42-43 

Agency:  Doremus  Uptown 

DATA  GENERAL  CORPORATION     3 

Agency:  Scali,  McCabe,  Sloves,  Inc. 

DICTAPHONE    CORPORATION     14-15 

Agency:  Al  Paul  Lefton  Company  Inc. 

EASTERN  AIR  LINES,   INC 41 

Agency:  Young  &  Rubicam 
International  Inc. 

FMC  CORPORATION    Second  Cover 

Agency:   Dancer  Fitzgerald  Sample,  Inc. 

FERRO   CORPORATION      9 

Agency:  Watts  Lamb  Kenyon  & 
Herrick,  Inc. 

FIRESTONE  TIRE  &  RUBBER  CO 50 

Agency:  Sweeney  &  James  Co. 

FORBES  MAGAZINE 94 

FORT   HOWARD   PAPER   COMPANY    .  .    69 

Agency:  Matsteller  Inc. 

GOODYEAR  TIRE  &  RUBBER 

COMPANY     72 

Agency:   Campbell-Ewald  Company 

FRANK  B.  HALL  &  CO.,  INC 89 

Agency:   Doremus  &  Company 

HERTZ  TRUCKS 34-35 

Agency:  Gaynor  &  Ducas  Advertising 

THE  HOME  INSURANCE  COMPANY   .  .    33 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 

THE  E.  F.  HUTTON  GROUP 

'NC 97  thru   100 

Agency:  Benton  &  Bowles,  Inc. 
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HYATT  HOTELS    49 

Agency:  Communimark  Inc. 

D  INA  CORPORATION    52-53 

Agency:  Geer,  DuBois  Inc.  Advertising 

i/f  THE  INDUSTRIAL  DEVELOPMENT 

AUTHORITY  OF   IRELAND    63 

Agency:  St.  Vincent/Chew/Milone 
Advertising,  Inc. 

#  INTERNATIONAL  HERALD  TRIBUNE  .  .    48 

Agency:  Advertising  Publicite 

JOHNSTON   INTERNATIONAL 
PUBLISHING  CORP 109 

MANUFACTURERS  HANOVER 

TRUST  COMPANY 78-79 

Agency:   Edwin  Bird  Wilson,  Inc. 

D  MAPCO  INC 112 

Agency:  Creswell  Munsell  Schubert  & 
Zirbel  Inc. 

THE  MARLEY  COMPANY     80 

Agency:  The  Foxridge  Agency 

MARSH  &  McLENNAN  COMPANIES, 

INC 75 

Agency:  J.  Walter  Thompson  Company 

MERCEDES  BENZ  OF  NORTH 

AMERICA,  INC 47 

Agency:  Ogi Ivy  &  Mather  Inc. 

O  MERRILL  LYNCH   PIERCE  FENNER  & 

SMITH  INC 12 

Agency:  OgiIvy  &  Mather  Inc. 

METROPOLITAN   LIFE  INSURANCE 

COMPANY      83 

Agency:  Young  &  Rubicam 
International  Inc. 

MORGAN  STANLEY  &  CO. 

INCORPORATED 6&7 

Agency:   Doremus  &  Company 

NEWMAR  TRADING  CORP 93 

Agency:  Superset  Advertising  Co. 

NORTHROP  CORPORATION 10-11 

Agency:   Needham,  Harper  &  Steers 
Advertising,  Inc. 

O  ORIGINAL  PRINT  COLLECTORS 

GROUP,  LTD 74 

Agency:   Leon  Auerbach  &  Co. 

i.'f  OWENS-CORNING    FIBERGLAS   CORP..    64 

Agency:  OgiIvy  &  Mather  Inc. 

THE  PADDINGTON  CORPORATION 

(J&B  SCOTCH  WHISKY)    Back  Cover 

Agency:   E.  T.  Howard  Company,  Inc. 

i,^  PETERSON.  HOWELL  &  HEATHER, 

HOMEQUITY-HOMERICA    20 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

POLAROID  CORPORATION    1 

Agency:   Doyle  Dane  Bernbach  Inc. 


ROWE  PRICE  NEW  INCOME 

FUND,  INC 110 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

PUBLIC  SERVICE  ELECTRIC  AND 

GAS  COMPANY 112 

Agency:   Doremus  &  Company 

RCA  CORPORATION    Third  Cover 

Agency:  J.  Walter  Thompson  Company 

D  ROCKWELL  INTERNATIONAL 58 

Agency:  Campbell-Ewald  Company 

ROLLEI  OF  AMERICA,  INC 74 

Agency:  Steen  Advertising  Corporation 

D  ST.  JOE  MINERALS  CORPORATION  .  .  .110 

Agency:   Emil  Mark  &  Co.,  Inc. 

SANGRE  DE  CRISTO  RANCHES  INC..  .    85 

SPALDING     31 

Agency:  Wilson,  Haight  &  Welch,  Inc. 

STANDARD    BRANDS    INCORPORATED  91 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 

D  STAUFFER  CHEMICAL  COMPANY 13 

Agency:   Bozell  &  Jacobs,  Inc. 

SUPERVISED  INVESTORS  SERVICES, 

INC 93 

Agency:  The  Harpham  Company 

SWISSAIR    29 

Agency:  Waring  &  LaRosa,  Inc. 

SWISS   BANK  CORPORATION    86 

Agency:  LeDoux,  Tintle  and  Kramer, 
Inc. 

;;;;  3-M   COMPANY 

DUPLICATING     PRODUCTS     61 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

;;;>  3-M   COMPANY 
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Agency:   D'Arcy-MacManus  &  Masius 
Advertising 
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Agency:   N.  W.  Ayer  ABH  International 
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TIME  INTERNATIONAL 92 
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SURVEY 95 

Agency:  The  Vanderbilt  Advertising 
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Thoughts.. 


on  the 
Business  of  Life 


A  successful  son  is  the  sweetest 
reward  enjoyed  by  a  father. 
William  Feather 


Make  not  a  bosom  friend  of  a 
melancholy  sad  soul:  he  goes 
always  heavy  loaded, 
and  thou  must  bear  half, 
Thomas  Fuller 


No  pleasure  is  fully  delightful 
without  communication,  and  no 
delight  absolute  except  imparted. 
Michel  de  Montaigne 


Life  cannot  subsist  in  society 
but  by  reciprocal  concessions. 
Samuel  Johnson 


My  hair  stands  on  end  at  the  cost 
and  charges  of  these  boys. 
Why  was  I  ever  a  father! 
Why  was  my  father  ever  a  father! 
Charles  Dickens 


Good  temper,  like  a  sunny  day, 
sheds  a  brightness  over  everything. 
Washington  Irving 


Those  who  bring  sunshine 
to  the  lives  of  others 
cannot  keep  it  from  themselves. 
James  Barrie 


It  is  not  of  so  much  consequence 
what  you  say,  as  how  you  say  it. 
Alexander  Smith 


It  is  an  old  and  true  maxim 
that  a  drop  of  honey  catches 
more  flies  than  a  gallon  of  gall. 
So  with  men,  if  you  would  win 
a  man  to  your  cause,  first 
convince  him  that  you  are 
his  sincere  friend. 
Abraham  Lincoln 


Civility  costs  nothing. 
English  Proverb 


After  more  than  half  a  century 
of  observation  and  experience, 
I  learned  to  pity  those  who, 
no  matter  how  far  they  have  risen, 
haven't  learned  to  create  harmony. 
Shakespeare,  as  usual,  was  right 
when  he  said,  "A  merry  heart 
goes  all  the  day,  your  sad  tires 
in  a  mile-a."  To  live  long  and 
achieve  happiness,  cultivate 
the  art  of  radiating  happiness. 
B.C.  Forbes 


Unquestionably,  it  is  possible 
to  do  without  happiness; 
it  is  done  involuntarily  by 
nineteen-twentieths  of  mankind. 
John  Stuart  Mill 


The  greatest  comfort  of  my  old  age, 

and  that  which  gives  me 

the  highest  satisfaction,  is 

the  pleasing  remembrance 

of  the  many  benefits  and  friendly 

oflBces  I  have  done  to  others. 

Cato 


The  most  I  can  do  for  my  friend 
is  simply  to  be  his  friend. 
Henry  David  Thoreau 


I 


Civility  is  a  charm  that 
attracts  the  love  of  all  men. 
George  Horne 


If  a  civil  word  or  two 
will  render  a  man  happy, 
he  must  be  a  wretch  indeed 
who  will  not  tell  them  to  him. 
William  Penn 


The  happiness  of  your  life  depends 
upon  the  quality  of  your  thoughts. 
Marcus  Aurelius 


We  should  often  be  ashamed  of 

our  very  best  actions,  if 

the  world  only  saw  the  motives 

which  caused  them. 

La  Rochefoucauld 


A  show  of  temper  is  never  a  hit. 
Frank  Tyger 


The  difficult  part  of  good  temper 
consists  in  forbearance, 
and  accommodation  to 
the  ill-humor  of  others. 
William  Empson 


'Tis  impious  in  a  good  man  to  be  sad. 
Edward  Young 


A  Text . . . 


Sent  in  by  Kenneth  C.  Johnson,  Cairo, 
Ga.  What's  your  favorite  text?  The  Forben 
Scrapbook  of  ThouKhts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— </»e  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  checl^s) 
to:  Forbes  Inc.,  60  Fifth  Avenue; 
New  York,  N.Y.  10011.  Add  appro^ 
priate  sales  tax  on  New  York  State 
orders. 


Thou  hast  shewed  thy  people   liard 
things:   thou  hast  made  us  to  drink 
the  wine  of  astonishment. 
Psalms  60:3 
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